CASE NO. 5412: PHILLIPS PET. CO.

Tor approval of the Eaves Unit
Area Agreement, Lea County
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Unit Name EAVES UNIT (EXPLORATORY)

Operator PHILLIPS PETROLEIMN COMPANY
County LEA
STATE LEASE INSTI-~ RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TwP. RGE. SUBSECTION DATE ACRES NOT
RATIFIZ LESSEE
1 K~4738=5 C.S, 29 218 33E All 1-28-75 640.00 Mesa Petroleum Company
2 K-5003-2 C.S. 17 218 33E SW/4, W/2NW/4 1-31-75 400.00 | Phillips Petroleum Company
18 218 33E SE/4
3 K-5642 c.s. 8 215 33E N/2NE/4, NW/4, NW/4SE/4 1.31-75 280.00 Phillips Petroleum Compan:
4 ¥-5955 c.S. 20 218 33E NW /4 1-31-75 160.00 Phillips Petroleum Company
5 K-6043 c.S. 19 218 33E Lots 1, 2, E/2NW/4, NE/4 1-31~75 312.04 Phillips Petroleum Compan)
6 L-6376 C.S. 18 218 33E Lots 3, 4, E/2SW/4 1-31-75 151,87 Amoco Production Company
7 L-6678 C.S. 19 21s 33E Lots 3, 4, E/2SW/4, SE/4 2=3-73 312.20 Union 0il Co. of Calif,
8 1G~1046 C.S. 17 218 33E E/2, E/2NH/4 1-28-~75 400,00 Mesa Petroleum Company
9 LG-1144 C.S. 8 218 33E S/2NE/4, SW/4, NE/4SE/4, S/2SE/4 1-30-75 360,00 Gulf 0il Corporation
10 LG~1206 C.S. 20 21s 33E E/2, SW/4 1-28=75 480.00 Mesa Petroleum Company




nit MName

FCAVES UNIT (EXPLORATORY)

9

Operator _ pyrifips PETRQLEIM COMPANY
County LEA
DATE OCC CASE KO. 5412 EFFECITVE TOTAL SEGRECATION
APPROVED QCC_ORDER_NO. R=4961 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
Commissioner February 11, 1975 2=5-75 3,496,111 3,496,111 =0~ -0~ Yes S yrs.
2~5-75
UNIT AREA

TGLcUTE 21 SCUTH, RANGE 33 FAST, NMPM

SECTION 8: All
Section 17: All
Section 18: s/2
Section 19: All
Section 20: All
Section 29: All
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SETONBERVE HON CUMM,

santas e
PHIL X. LUCERO Commissioner d Rblic I ands " P: O- DOX W48
COMMISSIONER SANTA EE, NEW MEXICO 87301

Novembeyr 21, 1975

RECISTERED MAIL

Phillips Petroleum Company
311 Phillips Building
Odesssa, Texas 79761

Re: Eaves Unit
TERMINATION
lea County, New Mexico

ATTENTION: Mr., E. M. Gorence
Gent lemen:

The Eaves Unit Agreement,ler County, New Mexico, was approved
Pubruary 5, 1975, effective a5 of the date of approval., The term
¢f such sgresment is contingént upon the unit operator drilling one
well at a time, allowing not more than six months time between the
completion of one will and the baginning of the next well, until a
well cepable of producing unitized substances i{n paying quantities
ie completed.

. Our records show the first test well was plugged and ebandoned

May 21, 1975 therefore your gerond test well was due November 21, 1975.

Inasmuch as the second test well wer not commenced, the Eaves Unit

Agreement is considered to have terminated sutomatically as of Fovember
© 21, 1975, pursuant to Section 9 of the azreement.

Please notify all Intexest puritiess of this action.

Yery truly yours,

PHIL R. LUCERO
COMMISSIONER OF PUBLIC LANDS

BY:
BAY $. GRAHAM, Direstor
911 and Gag Division
PRL/REG/s )
ec: . OCC-8anta Fe, New Mexico , -~




Unit Name EAVES UNTIT (EXPLORATORY) A\ m\

- Operator _ pyryzips PETRQLEUM COMPANY

County LEA
DATE OCC CASE NO. 5412 EFFECTIVE TOTAL SEGREGATION
APPROVED QCC_ORDER NO. R=4961 DATE : ACREAGE STATE FEDERAL INDIAN~FEE CLAUSE TERM
Commissioner February 11, 1975 2-5-75 3,496,11 3,496.11 -0~ -0- Yes 5 yrs.
2-5=75
NIT AREA

TOWNSHIP 21 SOUTH, RANGE 33 EAST, NMPM

SECTICN 8: All
Section 17: ALl
Section 18: S/2
Section 19: All
Section 20: All
Section 29: All




Unit Name  FEAVES UNIT (EXPLORATORY)
Operator PHILLIPS PETROLEUM COMPANY

County LEA
STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP, RGE. SUBSECTION DATE ACRES NOT
RATIFIZ LESSEE
1 K-4738-5 C.S. 29 218 33E All 1-28-75 640,00 Mesa Petroleum Company
2 K-5003-2 C.S. 17 218 33E SW/4, W/2NW/4 1-31-75 400,00 Phillips Petroleum Company
18 218 323E SE/4
3 K~5642 C.S. 8 218 33E N/2NE/4, NW/&4, NW/4SE/4 1-31-75 280,00 Phillips Petroleum Company
4 K-5955 c.S. 20 21s 33E NW/&4 1-31-75 160.00 Phillips Petroleum Company
5 K=-6043 C.S. 19 21s 33E Lots 1, 2, m\mzz\b. NE/4 _ 1-31-75 312,04 Phillips Petroleum Company
6 1L-6376 c.S. 18 21s 33E Lots 3, &, E/2SW/4 1-31-75 151,87 Amoco Froduction Company
7 L-6678 C.S. 19 21s 33E Lots 3, &, E/28W/4, SE/4 2-3-75 312,20 Union 0il Co. of Calif.
8 16-1046 C.S. 17 21s 33E E/2, E/2NW/4 1-28-75 400.00 Mesa Petroleum Company
9 1G-1144 C.S. 8 218 33E S/2NE/4, SW/4, NE/4SE/4, S/2SE/4 1-30=75 360.00 Gulf 0il Corporatica

10 1G~1206 c.S. 20 21s 33E E/2, SW/&4 1-28-75 480.00 Mesa Petroleum Company




1. R. TRUJILLO

OIL CONSERVATION COMMISSION CHAIRMAN
. e N AR LAND COMMISSIONER
STATE OF NEW M‘LXIC() PHIL R. LUCERO
P. 0. BOX 2088 - SANTA FE \MEMBER
87501
: STATE GEOLQGIST
A. L. PORTER, JR.
February 11, 1975 SECRETARY -- DIRECTOR
Re: CASE NO. 5412
Mr. TOI? Kellahin ORDER NO. _2961
Kellahin & Fox
Attorneys at Law _
Post Office Box 1769 Applicant:

Santa Fe, New Mexico
Phillips Petroleum Co.

Dear Sir:

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

Ve truly yours,

S Bz, Y.

A. L. PORTER, Jr.
Secretary-Director

ALP/ir

Copy of order alsc sent to:

Hobbs 0OCC X
Artesia OCC
Aztec OCC

Other Unit Pivision - State Land Office




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. 5412
Order No. R-4961

APPLICATION OF PHILLIPS PETROLEUM
COMPANY FOR APPROVAL: OF THE EAVES
UNIT AGREEMENT, LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on February §5,
1975, at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this 1lth day of February, 1975, the Commission,
2 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, Phillips Petroleun Company, seeks
approval of the Eaves Unit Agreement covering 3,496.11 acres,
more or less, of State land as described as follows:

LEA COUNTY, NEW MEXICO
TOWNSHIP 21 SOUTH, RANGE 33 EAST, NMPM
Section 8: All
Section 17: All
Section 18: §/2
Sections 19 and 20: All
Section 29: All

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

IT IS THEREFORE ORDERED:

b ‘ (1) That the Eaves Unit Agreement is hereby approved.




-2~
CASE NQ. 5412
Order NO. R~-4961

(2) That the plan contained in said unit agreement for the
development and cperation of the unit area is hereby epproved in
principle as a pbroper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relingquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and contrel operations for the exploration and development of any
lands committed to the unit and production of oil or gas there-
from.

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

(4) That this order shall become effective upon the
approval of said unit agreement by the Commissioner of Public
Lands for the State of New Mexico; that this order shall ter-
minate ipso facto upon the termination of said unit agreement;
and that the last unit operator shall notify the Commission
immediately in writing cf 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
OIL CONSERVATION COMMISSION

I. R. TRUJILLO, Chairman

G, R
,{7’»/ o ,/ »//7 // -
) }74’ A /45{ / s <
Pz e L XA A

PHIL R. LUCERO, Member

Y 0

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

SEAL

jx/
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BEFORE THE

NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
February 5, 1975

EXAMINER HEARING

o ame e e Gee eem eEme IR e ER R wmr S VEe e W we (S Swe

IN THE MATTER OF:

Application of Phillips Petroleum
Company for a unit agreement,
Lea County, New Mexico.

CASE NO. 5412

Nt e Nt s Nt N Sttt “ouss? “wmu?

-— o e EA G e WS GED e e et e e e G A e esm e

BEFORE: Richard L. Stamets, Examiner

For the New Mexice Cil Thomas Derryberry, Esq.
Conservation Commission: Legal Counsel for the
Commi ssion

State Land Office Building
Santa Fe, New Mexico

For the Applicant: Thomas Kellahin, Esc.
KELLAHIN & FOX
500 Don Gaspar
Santa Fe, New Mexico

STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. {505) 582-0386
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PAUL E, HANNA

Direct Examination by Mr. Kellahin

EXHIBITS

Applicant's Exhibits Nos. 1 through 5

THE NYE REPORTING SERVICE
STAYE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386
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L
HANNA-DIRECT Page 3.

MR. STAMETS: Case 5412,

MR. DERRYBERRY: Case 54L12. Application of
Phillips Petroleum Company for a unit agreement, Lea County,
New Mexico.

MR. STAMETS: We call for appearances in this case

MR. KELLAHIN: Tom Kellahin of Kellahin and Fox,
Santa Fe, New Mexico, appearing on behalf of Phillips
Petroleum Company, the Applicant, and I have one wiiness
to be sworn.

MR. STAMETS: The witness will stand and be
sworn, please.

(Witness sworn.)

MR. STAMETS: You may proceed, Mr. Kellahin.

PAUL E. HANNA

called 2s a witness, having been first duly sworn, was

examined and testified as follows:

DIRECT EXAMINATION

BY MR, KELLAHIN:

Q Would you state your rame, by whom you are
employed, and in what capacity?

A My name is Paul E. Hanna. I am a land man for

Phiilips Petroleum Company, QOdessa, Texas.
Q Mr. Hanna, have you previously testified before

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOT ARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (S05) 982- 0386
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CASE 5412

HANNA-DIRECT Page &

this Comuission?

A I have not.

Q Would you explain briefly your educational back-

ground for the benefit of the Examiner?

A I am 2 graduate of the University of Oklahoma
with a B.S. degree in business management. I have worked
for Phillips Petroleum Company for 22 years. I have been
a land man for 18 years.

Q Does your area of responsibility under your
employment with Phillips include the organization and the
completion of this unit agreement for ¢he Eaves Unit Area?

A Yes, sir.

Q Have you made a study oi and are you familiar f
with the facts surrounding this particular Application?

A Yes, sir.

MR. KELLAHIN: If the Examiner please, are the
witness' qualifications as an expert with regard to this
unit agreement zcceptable?

MR. STAMETS: They are.

BY MR, KELLAHIN:

Q Mr. Hanna, would you please refer to what has

been marked as Applicant's Exhibit No. 1, which is the

plat, and identify it and explain what Phillips Petroleun

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOMNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. {505) 982-0386
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CASE 5412
HANNA-DIRECT Pacr 2
Company is seeking?
A This is a plat that covers a 5' section unit,

all on State-owned land, and we want to unitize this as
to all depths, and we will proceed if approved tc drill

a Morrow test, 14,500 foot to be located in the southwest
of the southeast qguarter of Section 18.

There are five owners in this five-and-a-half
sections of land, and that is: Mesa Petroleum Company,
Phiilips Petroleum Company, Gulf 0il Corporation, Union
0il Company of California, and Amoco Production Company.

Q Does your vplat, Exhibit 1 show the site location
of your test well?

A It does, in the s~ruthwest of the southeast qguarter
of Section 18, 21 South, 33 East.

G Your proposed unit area is outlined in the green
pencil?

A Yes. Now, the outline in brown shows the R-111A
Potash area of this part of New Mexico.

Q This is placed upon the plat simply as a reference
for the Examiner®?

A Yes, sir.

Q All right. Would you refer now to what has been

marked as Applicant's Exhibit No. 2 and identify it?

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




CASE 5412
HANNA-DIRECT 5

Pagc.

A This is the Unit Agreement for the development
and operation of the Eaves Unit Area, Lea County, New Mexico.

Q Is the form of Unit Agreement essentially the
came as that which has been previously approvec by the 0il
Conservation Commission in the past?

A It is.

Q This is the proposed State of New Mexico Unit
Agreement form, is it not?

A Yes, sir.

Q The proposed Eaves Unit Area consists of how many
acres, Mr. Hanna?

A 3496.11 acres.

Q Would you please refer to the exhibits attached
as appendices to Exhibit 2 and identify them?

A Exhibit A, the second exhibit, is a pnlat of the
acreage included in the unit area.

Q What is Exhibit B?

A Exhibit B is a description of the unit area by
ownership. v

Q All right. Would you refer to what has been marked
as Exhibit 3 and identify it?

A This is the proposed Eaves Unit covering 3496.11

acres, being all of Sections 8 and 17 and the south half

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE. NEW MEXICO 87501
TEL. {S05) 982-0386




CASE 5412
HANNA-DIRECT oo 7

of 18 and 21l of Sections 19, 20 and 29, of 21 South,
33 East, Lea County, New Mexico. In this exhibit it shows
Mesa Petroleum Company having 43.4769 vercent, Phillips
Petroleum Company having 32.9521 percent, Gulf 0il Cornora-
tion having 10.2971 vercent, Union 0il Company of California
having 8.9299 percent, and Amoco Production Company having
L.34LLO percent. Phillips is designated operator of this
unit.,

Q What is the vasis of the tract participation

or your participation formula for the unit?

A The participation formula is acreage.

Q Strictly the acreage participation, is that
correct?

A Yes.

Q What percentage of those entities have either

ratified or agreed to execute the unit agreement?
A 100 percent. I might say as a word of explanation,
Union of California hacs agreed to the unit, but they are
withholding judgement as to either joining or farming out
at this time. All others have designated that they will
join in the unit.
Q At this point, you have a sufficient number of

participants to assure a successful and efficient operation

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




CASE 5412
HANNA-DIRECT 8

Paur.
of this unit?

A Yes, sir.

Q Would you please refer to what has been marked
as Exhibit No. 4 and identify it?

A This is a letter from My, H, ., Clark, Senior
Vice President of Potash Company of America. Is this the
one you are talking about?

Q Yes.

A Which acknowledge a letter which we wrote to them
seeking whether or not they would object to drilling in
this location, and they have answered that they will not
object to the oil-gas drilling in this position.

Q Please refer to what has been marked as Exhibit 5
and identify it?

A This is a letter from Phil R. Lucero, Commissioner
of Public Lands, signed by Ray D. Graham, concerning our
tentative approval of the unit agreement, and Exhibits A
and B of the Eaves Unit Area. Mr. Graham says: (Reading)
This form of agreement meets with the requirements of the
Commissioner of Public Lands, therefore, the Commissioner

of Public Lands has this day aporoved your agreement as
to project and as to form and content.

Q In your opinion, Mr. Hanna, will approval of this

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 8/501
TEL. (505! 982-0386
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CASE 5412

HANNA-DIRECT Paue 9

Application prevent waste and promote conservation and

protect the correlative rights of others?
A Yes, it will,
Q Were Exhibits 1 through 5 either prepared by
you directly or compiled under your direction and super-
vision?
A I was a joint person in compiling this information.
Mr. E. M. Gorence, the District Land Man helped in the
matter.
Q To the best of your knowledge and information,
the exhibits are true and correct?
A Yes, sir.
MR. KELLAHIN: We move the introduction of
Exhibits 1 through 5.
MR. STAMETS: Exhibits 1 through 5 will be
admitted.
(Whereupon, Applicant's Exhibits 1 through 5
were marked for identification, and were admitted
into evidence.)

MR. KELLAHIN: That concludes our direct examinatign

of this witness.

MR. STAMETS5: Are there any questions of the

— | witness?
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-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) $82- 0386
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He may be excused.
(Witness dismissed.)
MR, STAMETS: Is there anything further in this
case?

The case will be taken under advisement.

THE NYE REPORTING SERVICE
STATE-WiDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NE¥ MEXICO 87501
TEL. (505) 962- 0386




CASE 5412
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STATE OF NEW MEXICO )
) Ss.
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 0il 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.

4

N\ L I
T g /’ ) ": /

N A X
COﬁﬁT REPORTER (,f

i ‘do hereby certify that the foregoing is
% conplete record of the proceedings in
%he Examiner hearing of ngg_NoLJ?fyzggz

O et SR S AT L y mXaminer
New Mexico 011 Conservation Commission

THE NYE REPORTING SERVICE
STATE-WIDE DEPGSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa fe, New Mexico
February 5, 1975

L e R e emr MR G N MR WR T e @ e e GEe SR WS

)

)

IN THE MATTER OF: )

: )

Application of Phillips Petroleum )
Company for a wunit agreement, ) CASE NO. 5412

Lea County, New Mexico. )

)

____________________ )

BEFORE: Richard L. Stamets, Examiner
For the New Mexico 0il Thomas Derryberry, Esq.
Conservation Commission: Legal Counsel for the
Commission

State Land Office Building
Santa Fe, New Mexico

For the Applicant: Thomas Kellahin, Esaq,
KELLAHIN & FOX
500 Don Gaspar
Santa Fe, New Mexico

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 SJOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505} 982- 0386
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AUL E. HANNA

Direct Examination by lr. Kellahin

EXHIBIIS

Applicant's Exhibits Nos. 1 through 5

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (S05) 982-0386
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CASE 54172
HANNA-DIRECT Page 3 .

MR. STAMETS: Case 541%2.

MR. DERRYBERRY: Case 5412, Application of
Phillips Petroleum Company for a unit agreemeat, Lea County,
New Mexico.

MR. STAMETS: We call for appearances in this case

MRs RKELLAHIN: Tom Xellahin of Kellahin and Fox,
Santa Fe, New Mexico, appearing on behalf of Phillips
Petroleum Company, the Applicant, and I have one witness
to be sworn.

MR. STAMETS: The witness will stand and be
swoin, please.

(Witness sworn.)
MR. STAMETS: You may oroceed, Mr, Kellahin.

PAUL E. HANNA

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

DIRECT EXAMINATICHN

BY MR, KELLAHIN:

Q would you state your name, by whom you are
employed, and in what capacity?

A My name is Paul E. Hanna. I am & land man for

Prnillips Petroleum Company, Odessa, Texas.

Q Mr. Hanna, have you previously testified before

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 37501
TEL. (505) 982-0386




CASE 5412
HANNA-DIRECT l,

Paar
this Commission?

A I have not.

Q Would you exnlain briefly your educatlonal bacl.-
ground for the benefit of the Examiner?

A I am a graduate of tke University of QOklahoma
with a B.S., degree in business management. 1 have worked
for Phillips Petroleum Company for 22 years. I have been
a land man for 1& years.

Q Poes your area of responsibility uvader your
employment with Phillips include the organization and the .
completion of this unit agreement for the Eaves Unit Area?

A Yes, sir.

Q Have you made a study of and are you familiar
with the facts surrounding this particular Application?

A Yes, sir.

MR. KELLAHIN: TIf the Examiner please, are the
witness' qualifications as an expert with regard to this
unit agreement acceptable?

MR. STAMETS: They are.

BY MR. KELLAHIN:

Q Mr. Haana, would ycu please refer to what has

been marked as Applicant's Exhibit No. 1, which is the

plat, and identify it and explain what Phillips Petroleunm

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

N

P
Company is seeking?
A This is & plat that covers a 5! section unit,
all on State-owned lan<d, and we wan* to unitize this as
to a2ll depths, and we will proceed if aporoved to drill
a Morrow test, 14,500 foot to be located in the southwest
of the southeast gquarter of Section 18,

There are five owners in this five-and-a-half
sections of land, and that is: [iesa Petroleum Company,
Phillips Petroleum Company, Gulf Cil Corvoration, Union
0il Company of California, and Amoco Production Company.

Q Does your plat, Exhibit 1 show the site location
of your test well?

A It does, in the southwes%t of the southeast quarter
of Section 18, 21 South, 33 East,

Q Your proposed unit area is outlined in the green
pencil®?

A Yes. Now, the outline in brovn shows the R-111A
Potash area of this part of New Mexico.

Q This is placed upon the plat simply as a reference
for the Examiner?

A Yes, sir.

Q All right., Would you refer anow to what has been

marked as Aprlicant's Exhibit No. 2 and identify it?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SENTA FE, NEW MEXICO 87501
TEL. (505) 982- 0385




CASs 5412
HANNA-DIRECT b 6
A This is the Unit Agreement for the development

and operation of the Raves Unit Area, Lea County, New iexico.

Q Is the form of Unit Agreement essentially the
same s that which has been vreviously aoproved by the 0il
Conservation Commission in the past?

A It is.

Q This is the proposed State of New Mexico Unit
Azreement form, is it not?

A Yes, sir.

Q The proposed Eaves Unit Area consists of how many
acres, Mr. Hanna?

A 34956.11 acres.

Q Would you please refer to the exhibits attached
as appendices to Exhibit 2 and identify them?

A Eﬁhibit A, the second exhibit, is a olat of the
acreage included in the unit area.

Q What is Exhibit B?

A Exhibit B is a description of the unit area by
ownership,

Q A1l right. Would you refer to what has been marked
as Exhibit 3 and identify it?

A This is the proposed Eaves Unit covering 3496.11

acres, being all of Sections & and 17 and the south half

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (S05) 982-0386
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CASE 54172

HANNA-DIRECT Page . 1

of 18 and all of Sections 19, 2C and 29, of 21 South,

33 East, Lea County, New Mexico. In this exhibit it shows
liesa Petroleun Company having 43,L75% nercent, Phillips
Petroleum Company raviny 32.9221 percent, Gulf Cil Corpora-

tion having 10.2971 vercent, Union 0iil Company of California

—

waving £.92G% percent, and Amoco Production Company having
L.3LLC percent. Phillips is designated operator of this
unit.

Q Wnat is the basis of the tract participation

or your pvarticipation formula for the unit?

A The carticipation formula is acreage.

Q Strictly the acreage varticipation, is that
correct?

A Yes.

Q What percentage of those entities have either

ratified or agreed to execute the unit agreement?

A 100 percent. I might say as a word of explanation,
Union of California has agreed to the unit, but they are
withholding judgement as to either joining or farming out
at this time., All others have designated that they will
join in the unit.

Q At this point, you have a sufficient number of

participants to assurs a successful and efficient operation

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982- 0386
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Page
of this unis?
A Yes, «ir.

Q Yould you nlease refer tc what has been marked

Exhibit No. 4 and identify it?

~y
0

A This is a letter from Mr. H, #. Clark, Senior

Virna Dewacd
. N N & P UL S

v

A

Flol ol
et U

f Potash Cormany of America, Is this the
one you are talking about?

Q2 Yes.

A ¥hich acknowledrse a letter which we wrote to them
seekinz whether or not they would object to drilling in
this locaticn, and they have answered that they will not
object to the oil-gas drilling in this position.

Q Please refer to what has been marked as Exhibit 5
and identify it?

A Thisz is a letter from Phil R. Lucero, Ccmmissioner
of Public Lands, signed by Ray D. Graham, concerning our
tentative aoproval of the unit agreement, and Exhibits A
and B of the Eaves Unit Area. Mr. Graham says: (Reading)
This form of agrzement meets with the reguirements of the
Commissioner of Publiec Lands, therefore, the Commissioner

of Public Lands has this day approved your agreement as

to project and as to form and content.

Q In your opinion, Mr. Hanna, will approval of this

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505} 982-0386
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Application prevent waste and promote conservation and
protect the correlative rights of others?

A Yes, it will.

Q vere Exhibits 1 through % either prepared by
you directly or compiled under your diresction and super-

-
[4

-
S.LOILY

e

2
A I was a joint verson in compiling this information.
Mr. E. M. Gorence, the District Land lMan helved in the
matter.
Q To the best of your knowledge and information,
the exhibits are true and correct?
A Yes, sir.
MR, KELLAHIN: Ve move the introduction orf
Exhibits 1 through 5.
MR. STAMETS: Exhibits 1 through £ will be
admitted.
(¥hereupon, Applicant's Exhibits 1 through 5
were marked for identification, and were admitted
into evidence.)
MR, KELLAHIN: That concludes our direct examinatig

of this witness.
FMR. STAMETS: Are there any questions of the
witness?

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

He may be excused.

(#itness dismissed.)

b T -~
METS e e Lhe

re anythins further in this

The case will be taken under advisement,

THE NYE REPCRTING SERVICE
STATE-WIOE DEPOSITION NOTARIES
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STATE OF NEW MEXICO )
) Ss.
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 0il 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.

COURT REPORTER

i do nereby certify that the foregoing 18
2 complete record of the proceedinis in

2
the Examiner hearing of Case No.. Atm_
beard 2—‘} . 23 f

.................. V0 %o aninsy

¥Mew Mexico 0il Conservation Coazmissian

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




% PHILLIPS PETROLEUM CCMPANY

ODESSA, TEXAS 79761
PHILLIPS BUILDING

WNATURAL RESOURCES GRQUP
Exploration and Production

February 10, 1975

0il Conservation Commission of New Mexico
P, 0. Box 2008
Santa Fe, New Mexico 87501

Re: G,F, 19327 - Eaves Unit -
Lea County, New Mexico

Gentlemen:

We forward herewith copy of Unit Agreement for the Development and Operation
of the Eaves Unit Area, Lea County, New Mexico, with execution, acknowledgment
and ratification pages evidencing execution by all owners of interests under
the Unit Agreement,

Hearing was held on the Phillips Petroleum Company's application for approval
of the Unit under Case No. 5412 on February 5, 1975.

If anything farther is needed in connection with this Unit Agreement, please
advise,

Very truly yours,

PHILLIPS PETROLEUM COMPANY

/"/; 7 57
’_."\j’/ - / - [/] ’L/V*’{/)
S. A, Rever
Contractman

SAR: Jhd
Enclosure




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE IR
EAVES UNIT AREA
LEA COUNTY, NEW MEXICO

No., _
THIS AGREEMENT, entered into as of the 20th day of Jaruary, 1975, by and between
the parties subscribing, ratifying or consenting hereto, and herein referred to as the

[}

"parties hereto;”
WITNESSETH:

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

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized
by an Act of the Legislature (Sec, 1, Chap. 88, Laws 1943) as amended by Sec, 1 of
Chapter 162, Laws of 1951, (Chap. 7, Art. 11, Sec. 39, New Mexico statutes 1953 Annotated),
ic consent to and approve the development or operation of State lands under agreements
made by lessees cof State land jointly or severally with other lessees where such agree-
ment provides for the unit operation or development of part of or all of any oil or
gas, field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized
by Act of Legislature (Sec. 1, Chap. 162, Laws of 1951, Chap. 7, Art. 11, Sec. 41, New
Mexico 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 operation and development of part or all of any oil or

gas pool, field or zvea: and



WHEHEAS, the 0il Cengservation Commission of the State of New Meui-e (horoive fter

referred Lo as the "Commission”) is authorized by an act of the Lepi: latur: {Chap. 72,

Laws 1935; Chap. 65, Art. 3, Sec, 14, New Mexico Statutes 1953 Annotnted) Lo approv: this
~greement and the conservation provisions herecf: and

VHERKAS, the parties hereto hold suificient interests in the Maves Unit Area
covering the land hereinafter described to give rsasonubly effective control of operations
therein; nnd

VHREREAS, it is the purpose of the parties hereto to conserve natural reéources,
prevent waste and secure other bencfits obtainable through development -ind opsration
cf the area subject to this zgreement under the t erms, conditions and limit=ticns
herein set forth;

1:0%, THEREFORE, in consideration of the premises and the promises herein contzined,
the parties hereto commit to this agreement their respective interests in the below
defined unit area, and agree severally among themselves as follows:

1. UNIT AREA: The following described land is hereby designated and recognized

as constituting the unit area;

TOWNSHIP 21 South, RANGE 33 fast, N.M.D.M.

A1l of Sections 8 and 17, 5/2 Section 18, all of Secticn 19, 20 and 29,

L4

containing 3,496.11 scres, 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 toc 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 al! lands
in the unit area. However, nothing herein or in s2id schedule or map shall b2 construed

as a regpresentation by any party hereto as to the ownership of any interest other thzn such
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interest or interests as are shown on said map or schedule as owned by such party,

Exhibits A and B shall be revised by the unit operator whenever changes in ownership

in the unit area render such revisions necessary or when requested by the Commissioner

of Public Lands, hereinafter referred to as "Commissioner."

All land committed to this agreement shall consitutute land referred to herein

as "unitized land" or "land subject to this agreement."

2. UNITIZED SUBSTANCES. All oil, gas, natural gasoline and associated fluid

hydrocarbons in any and all formations of the unitized lands are unitized under the

terms of this agreement and herein are called "unitized substances."

3. UNIT OPERATOR. PHILLIPS PETRHOLEUM COMPANY, whose address is Phillips Building,

4Lth and Washington Streets, Odessa, Texas 79761, 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, if any, and agrees and consents to accept the

duties and obligations of unit operator for the discovery, development and production

of unitized substances as herein provided. Whenever reference is made herein to the

unit operator, such reference means the unit operator acting in that capacity and not

as an owner of 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 COPERATOR. 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 elected 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 default by it hereunder occurring prior to the effective date of

its resignation.

_3_
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Unit operator may, upon default or failure in the per! ..ance 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 th2 selection of a new
unit operator, Cuch removal shall be effective upon notice thereof to the Commissioner.

The resignation or removal of the unit operator under this agrezment shail not ter-
minate his right, title or interests as the owner of a working interest c¢r cther interest
in unitized substances, but upon the resignation or removal of unit coperator 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 interast
owners to the new duly qualified successor unit operator, or to the ownsrs thereof if no
such new unit operator is elected, to be used for the purpose of conducting unit cpera-
tions hereunder. 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 opera-

tor or shali 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 successor 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 aggregate 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 accept in writing the duties and responsi-
bilities 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 terminated.
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€. ACCOUNTING PROVISIONS. The unit operater shall pay in the first instance all

costs and expenses incurred in conducting unit operations hereunder, and such costs and

expenses and the workirg interest benefits acerning hereunder shall be apportioned,

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

ment entered intc 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 sec-

tion, whether vne 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 ¢f any inconsistencies or conflict between this unit

agreement and the opersting agreement, this unit agreement chall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically pro-

vided herein, the exclusive right, privilege and duty of exercising any and all rights

of the parties hereto which are necessary or convenient for prospecting for, producing,

storing, allocating 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 rights shall be deposited with said unit operator and, together with this agree-

ment, 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 operating agreement, it being understood thet under this agreement the unit operator,

in its capacity as unit operator, shall exercise the rights of possession and use vested

in the parties hereto only for the purposes herein specified,

8. DRILLING TO DISCOVERY. The unit opc:rator shall, on or before february 16, 1975,

commence operations upon an adequate test well for oil and gas upon some part of the
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lands embraced withir the wnit area and shall drill sxz ! well with due diligence to a
depth sufficient to test ihe Morrow formation or to such a depth as unitized substances
shall be discovered in paying gquantities 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
unwarranted or impracticable; provided, however, that unit operator shall nct, in any
avenc, be required to drill said well to a depth in excess of 14,500 fecet, Until a dis-
covery of a deposit cof unitized substances capable of being produced in paying quantities
(to-wit: quantities sufficient to repay the costs of drilling and prcducing operations
with a reasonable profit) unit operator shail continue drilling diligently, one well at a
time, allowing not more than 6 months between the completion of one well and the beginn-
ing of the next well, until a well capable of producing unitized substances in paying
quantities is completed to the satisfaction of the Commissioner, or until it is reasonably
proven to tle satisfaction of the unit operator that the unitized land is incapable of
producing unitized substances in paying quantities in the formation drilled hereunder.

The Commissioner pay modify the drilling requirements 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 reasonf
able notice to thke 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 SUBSTANCES: Should

unitized substances in paying quantities be discovered upon the unit area the unit opera-
tor shall on or before six months from the time of the completion of the initial discovery

well and within thirty days after the expiration of cach twelve months period thereafter

—b-




file a report with the Comnissioner for nis approval and Commission of the status of

the development of the unit area and the development contemplated for the following

twelve months period.

It is understood that one of the main considerations for the approval of this

agreement by the Commissioner of Public Lands is to secure the orderly development of

the unitized lands in accordance with good conservation practices so as to obtain the

greatest ultimate recovery of unitized substances.

After discovery of a deposit of unitized substances capable of being produced in

paying quantities as herein provided, unit operator shall continue drilling diligently,

one well at a time, allowing not more than six months between the {inal completion of one

well and the beginning of the next well, until the unit area has been fully developed to a

density of one well on each proration unit as prescribed by order of the Cil Conservation

Commission of New Mexico for the formation in which unitized substances are discovered,

If the unit operator should fail to comply with the above covenant for reasonable

development without prior consent or approval of the Commissioner of Public Lands, this

agreement shall terminate as to all lands of the State of New Mexico embracing regular

well spacing or proration units upon which no well has been drilled or comm=nced 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.

10. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of producing
unitized substances in paying quantities, the owners of working interests shall participate
in the production therefrom and in all other producing wells which may be drilled pursuant
hereto in the proportions that their respective leasehold interests covered hereby on an
acreage basis bears to the total number of acres committed to this unit agreement, and

such unitized sSubstances shall be deemed to have been produced from the respective
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leasahold intarests participating therein, For the purpsse of determining any benefits

aceruing under this agreement and the distribution of the royalties payable Lo the Stnte

of New Mexico and cther lessers, and of overriding royalties, production payments and

other charges in addition to royalty, each separate leass shall have allocated to it

such percentage of said productiocn 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 contrary, sach working

interest owner shall have the right to take such owner's proportionate share of the

unitized substances in kind or to personally sell or dispose of the same, and nothing

kerein contained shall be construed as giving or granting to the unit operator the

right to sell or ctherwise 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 substance produced from each tract

in the unitized area established under this agreement, except any part thereof used
for precduction or development purposes hereunder, or unavoidably lost, shall be deemed
to be produced equally on an acreags basis from the several tracts of the unitized iand,

and for the purpose of determining any benefits that accrue on an acresge basis, each

such tract shall have allocated to it such percentage of said production as its area
bears to the entire unitized area. It is hereby agreed that production of unitized
substances from the unitized area shall be allocated as provided herein, regardless of
- whether any wells are drilled on any particular tract of said unitized area.

12, PAYMuNT OF HRENTALS, ROYALTIES AND OVERRIDING ROYALTIES: All rentals due the

State of New Mexicc shall be paid by the respective lease owners in accordance with the

terms of their leases,

A1l royalties due the State of Hew Mexico under the iLerws of the Jeases comaitted
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to this agreement shall be computed and paid con the bao

[wH

1llocated Lo the respective leasss committed heretoy provided, howzyvaer, the !

ba entitled to tnke in xind ito share of thr unitized substances ailleoanted te

tive lezses, and in such case the unit operator shall make deliveries of such royaty

0il in accerdance with the terms of the respective leases,

#11 rentals, if any, due under any leases embracing lands other than the State of

New ¥exico, shall ve paid by the raspective leaze owners in accordance with the tarms cf

th2ir l2ases and all royaitiesz due under the terms of any such 1:2as2s5 shall be paid on

the basis ¢f 211 unitized substances allocated bo the respective leases cemaittzd herste.

If the unit operator introduces gas obtained from scurces other than the unilized

substances inte any preducing Jormation for the purpose of represcuring, stimulating

or increasing the ultimate recovery of unitized substances therefror, a like amount of

gas, il available, with due allowance for loss or depletion from any cause may be with-

drawn {rom the formation into which the gas was introduced royslty free as to dry gans

but net as to the products extracted therafrom: provided, that such withdrawal shall

be at such time as may be procvided in a plan of operation consented to by the Commis-

sioner and approved by the Commission as conforming to good petrolsum engineering prac-

tice: and provided further, that such right of withdrawal shall terminate on the

terminaticn of this unit agreement.

If any lease cormitted hereto is burdened with an overriding royalty, payment cut

of production or other charge in addition to the usual royalty, the owner of =2ach such

leases shnll bear and assume the same.

13, LZASES AND CONTRACTS CONFORMED AND EXT.UNDED INSOFAR AS THEY APPLY TO LANDD

WITHIN ThHe UNITIZED ARZA. The terms, conditions znd provisions of all leases, subleases,

operating agreements and otler contracts relating to the explnsration, drilling dsvelcprarnt




or opsraticn for oil or gni «n the lands commitied to this agreement, shsll =s of the
offective date hereof, be and the same are herety expressly mcdifis2 ard amended insofar
a5z they apply to lands within the unitized area to the extent neceszary to make the same
conform to the provisions herecf and so that the respective tarms ¢f said leases -nd
agrecments will be extended insofar as necessary to coincide with the term o this agree-
ment and the approval of this agreement by the Commissioner and the respective lessors
and lessees shall be effective to conform the provisions and extend the terms of each
such lease as to lands within the unitized area to the provisions and terms of this =gree-~
ment; but otherwicse to remain in full force and effect, Each lease committad to this
agreement insofar as it uapplies tolands within the unitized area, shall continue in

force beyond the term provided therein as long as this agreement remains in effect, gro-
vided, drilling 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 the terms thereof or any
applicable laws would continue in full force and effect thereafter. The commencement,
completion, continued operation or precduction of a well or wells for unitized substances
on the unit area shall be construed and considered as the commencement, completion, con-
tinued operatiun or production on each of the leasehold interest as to lands within the
unitized area committed to this agreement and operations or production pursuant to this
agreement shall be deemed to be operations upon and production from each leasehcld interest
ag to lands within the unitized area committed hereto and there shall be no obligation c¢n
the part of the unit operator or any of the owners of the respective leasehold interests
committed hereto to drill offsets to wells as between the leasehold interests committed

to this agreement, except as provided in Section 9 hereof.
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hny lease emoracing lands of the State of New Mexico of which only a portion is
comnitted herato 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 two separate
leases as to such segregated portions, commencing as of the effective date hereof. Any
lcase embracing lands of the State of New Mexico having only a portion of its lands com-
mitted hereto shall continue in full force and effect beyond the term provided therein as
to all lands embraced within the unitized area and committed to this agreement, in accord-
ance with the terms of this agreement. 1f oil and gas, or either of them, are discovered
and are being produced in paying gquantities from some part of the lands embraced in such
lease which part is committed to this agreement at the expiration of the secondary term
of such lease, such production shall not be considered as production from lands embraced
in such lease which are not within the unitized area, and which are not committed thersto,
and drilling or reworking operations upon some part of the lands embraced within the unit-
ized area and committed to this agreement shall be considered as drilling and reworking
operations only as to lands embraced within the unit agreement and not as to lands em-
braced within the lease and not committed to this unit agreement; provided, however, as to
any lease embracing lands of the State of New Mexico having only a portion of its lands
committed hereto upon which oil and gas or either of them has been discovered or is dis-
covered upon that portion of such lands not committed to this agreement, and are being
produced in paying quantities prior %o the expiration of the primary term of such lease,
such production in paying quantities shall serve to continue such lease in full force and
effect in accordance with its terms as to all of the lands embraced in said lease.

14. QQ§SERVATION. Operaticns hereunder and production of unitized substances shall
be conducted to provide for the most economical and effizient recovery of said substances

without waste, as defined by or pursuant to State laws or regulations.
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15, DRAINAGE. In the event a well or wells producing oil or gas in paying quan-
tities should be brought in on land adjacent to the unit area draining unitized substances
from the lands embraced thersin, unit operator shall drill such offset well or wells as
a reasonably prudent operator would drill under the sames or similar circumstances.

16, COVENANTS RUN WITH LAND. The covenants herein shall be construed to be cove-
nants running with the land with respect to the interests of the parties hereto and their
successors in interest until this agreement tarminates, and any grant, transfer or con-
veyance of interest in land or leases subject hereto shall be and hereby is conditioned
upon the assumption of all privileges and obligations hereunder by the grantee, trans-
feree or other successor in interest. No assignment or transfer or any working, royalty
or other intsrest subject hereto shall be binding upon unit operator until the first day
of the calendar month after the unit operator is furnished with the original, photostatic
or certified copy of the instrument of transfer,

17. EFFECTIVE DATE AND TERM. This agreement shall become effective upon approval

by the Commissioner and shall terminate in two years after such date unless (a) such
date of expiration is extended by the Commissioner, or (b) a valuable discovery of unitized

substances has been made on unitized land during said initial term or any extension there-

of in which case this agreemsnt shall remain in sffect so long as unitized substances are
being produced from the unitized land and, should production cease, so long thereafter as
diligent operations are in progress for the restoration of production or discovery of new
production and so0 long thereafter as the unitized substances so discovered can be pro-
duced 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 approval of the Commissioner, Likewise, the failure to comply with th:

drilling requirements of Section 8 hereof may subject this agreement to termination as
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provided in sald section.

18. RATE OF PRODUCTION. All production and the disposal thereof shall bs in

confoermity with allocations, allotments and quotas made or fixed by the Commission an‘
in conformity with all applicable laws and lawful regulations,

19. APPEARANCES, Unit operator shall, after notice te other parties affected,
have the right to appear for and on behalf of any and all interests affected hereby be-
fore the Commissioner of Public Lands and the New Mexico 0il Conservation Commission,
and to appeal from crders issued under the regulations of the Commissioner or Commission
or to 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,
howsver, that any other intercsted 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 connection with the signatures hereto or to the ratification or

consent hereof or to such other address as any such party may have furnished in writing

to party sending the notice, demand or statement,

21. UNAVOIDABLE DELAY. All obligations under this agreement requiring the unit

operator to commence or continue drilling or to operate on or produce unitized substances

from any of the lands covered by this agreement shall be suspended wnile, but oaly sc

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 Goc,
Federal, State or municipal law or agencies, unavoidable accidents, uncontrollable delays
in transportation, inability to obtain nscessary materials in open market, or other matters
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beyond the reasonable control of the unit operator whether similar to matters herein

enumerated or not,

22, LCSS OF TITLE., In the event title to any tract of unitized land or substantial

interest cvherein shall fail and the true owner cahnot be iqduced to Join the unit agree-
ment so that such tract is nct 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 dispute as to the title to
any royalty, working or other interest subject hereto, the unit operator may withhold
payment or delivery of the 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 shallbe withheld. Unit
operator as such is relieved from any responsibility for any defect or failure of any
title hereunder,

23, SUBSEQUENT JOINDER. Any oil or gas interest in lands within the unit arez not

committed hereto prior to the submission of this agreement for final approval by the
Commissioner may be committed hereto by the owner or owners of such rights subscribing
or consenting to this ;greement or executing a ratification thereof, and if such owner
is also a working interest owner, by subscribing to the operating agreement providing
for the allocation of costs of exploration, development and operaticn. A subsequent
Joinder shall be effactive as of the first day of the month followinmg 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 agrzement, but

such joining party or parties before participating in any benefits hereunder shall b=

required to assume and pay to unit operator their proportionate share of the unit expenss

-1




AL o
i

incurred prior to such pariy's or parties' Joinder in the unit agreement, and the unit
operator shall make appropriate adjustments caused by such Joinder, without any retro-
active adjustment of revenue,

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

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agreement ito

be executed as of the respective dates set forth opposite their signatures, I”H»"'Ffvﬁ"?tij
fs::7 -

N X 7, -t 2o, ‘

UNIT OPERATOR T T

| LTy
PHILLIPS PETROLEUM COMPANY '*/'/// XS

lhb .._::‘_‘._._._\1 O,

@\d/nuwy 3/ /975" Z

v (qub) Attorney-In-Fact

Address: Phillips Building
4th and Washington Streets
Odessa, Texas 79761

ARl WORKING INTEREST OWNERS

MESA PETROLEUM CO.

By ﬁ,}g%%%/ﬁ/ ,e),h/l

Address: P.0. Box 2009
Amarillo, Texas 79105

GULF OIL CORPORATION

By:

{Date)

Address: P, 0. Box 1150
Midland, Texas 79701

-15-
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UNION OIL COMPANY OF CALIFORNIA

— — By:
(Date)
Address: 300 Security National Bank Bldg.
Roswell, New Mexico 88201
AMOCO PRODUCTION CONPANY
By: _
(Daig)
Address: P. 0. Box 3092
Heuston, Texas 77001
STATE OF TEYAS i
COUNTY OF LCTOR §
On this<3/éff' day of (;2 (A vy, 1975, before me personally appeared

j@a@ W , to me known to be the person who executed tlre

foregoing instrument as Attorney-In-Fact of PHILLIPS PETROLEUM COMPANY, a Delaware

Corporation, and acknowledged that he executed the same as the free act and deed of said

?”

Phiuips Pef,roiejm Conpany

&). c'); .

Jxc . ~ Notary Publlc in and for
Hy Commzss:mh Exiiires' Ector County, Texas
Surk i"'m |
STATE OF TEXAS i
COUNTY OF POTTER §
A
The [oregoing instrument was acknowledged before me this ”25 day of( /42712
( VQ——A%

.1975 s 1By \[. &/ %QQAMA/ R Vice President of MESA PETROLEUM

r'-.} :‘!V /“‘ s,
\Qb\ Ty él ’ Delaware Corporation, on behalf of said corporaticn.
S L Ko Borres)
{"’*E ™~ BoE J Notary Public in and for

([’oxmuss:.on Explres. Potter County, Texas

’-"'"Jm 1, 1975

STATE OF :

COUNTY OF i

The forepoing instrument was acknowledged before me this day of ’
1975, by , of GULF OIL CORPORATION,
a Corporation, on behalf of said corporation.

Notary Public in and for
My Commission Expires: County,

=16~




UNION OIL COMPANY OF CALIFORNIA

By:

{Date)

Addresas: 300 Security Nalional Bank $ldg.
Roswell, New Mexice 88201

Y ARPROVLD

p

AMOCO PRODUCTION COMPANY

s

. /,' i ;“, ’
XWM—ﬁ .)i//j74 By: oy { /[‘ki"-.‘t;m‘-*«w‘-\

e
A (Dgte) ATTORNEY - 11-FAET,

Address: P. 0. Box 3092
Houston, Texas 77001
STATE OF TEYAS i

COUNTY OF LCTOR 3

On this JU}”»_L day of oF

<552414L¢Z1 is;L¢/24LLA11/&q/C—/ , to me known to be the person who executed the

foregoing instrument 25 Attorney-In-Fact of PHILLIPS PETROLEUM COMPANY, a Delaware

s 1975, before me personally appeared

Corporation, and acknowledged that he executed the same as the free act and deed of said

Phil1ips. Petroleun Company.
LN e N -;‘_.\"__“';

ST QM(/ 7J. th

C g

[

ERE RS s [“4 Notary Public in and for
My Commission Expires: Ector County, Texas
T TN S
$a
STATE OF TEYXAS i
COUNTY OF MIDLAND §

The foregoing instrument was acknowledged before me this day of s
1975, by : s of MESA PETROLEUM
co. ,» & Corporation, on behalf of said corperation,

Motnxy Public in and for
My Commission Expires: Midiand County, Texas
June 1, 1975
STATE OF :

COUNTY OF i
The forepolng instrument was acknowledged before me tlis day of ’

1975, by , of GULF OIL CORPORATION,

a ) Corporation, on behalf of said corporation.

Notary Public in and for

My Commission Expires: e County, _

-16-
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Aj:'/c_- :

STATE OF ' 4

COUNTY OF §

The foregoing instrument was acknowledged before me this _ ____ day of ’
1975, by s of UNION OIL COMPANY OF
CALATURNIA, a Corporation, on behalf of said corporation.

Notary Public in and for
My Commission Expires: —__ County,

Yo .
STATE OF( /Lg s ¢

coUNTY OF MNoa Lice |

The foregoing instrument was acknowledged before me this _3/ 4_Z day of i\\;»zd%aan#_\
by ¢. N. LENNINGER

1975, , &%forney-in-Fact of AMOCO PRODUCTION COMPANY,

7&( Q/c/ R A Corporation, on behalf of said ¢ poratlon.

\ L
b -

O, Notary Public in an

My Comm:Lssiqn Explres ' /(J’L titas County, t_‘l:%(ég(./

fang fcr H

Notary ' Public areis ¢
| s County, Texag

~16-2
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EXHIBIT "B"

EAVES UNIT

LEA COUNTY, NEW MEXICO

ORR or
Serial No. and Production
Tract Number of Expiration Date Basic Royalty Payment Working Interest
Ne. Sescriotion of Land Acres of Leases (A11 12-1/2%) Lessee of Record Percentage and Percentage
A1l in T215-R33E
320
. Sec. 29: All 640,00 K-4738-% . State of N.M, Mesa Petroleum Jo. Minerals Mesa Petro. Co. 100%
2-16-75 Ltd. - 6.25%
320
2. Sec. 17: Svi/L & W/2 Nw/L 400,00 K-5003-2 State of N.M. Phillips Petroleum Co. Minerals Phillips Petro. Co. 100%
Sec. 18: SE/k 5-18-75 : Ltd. - 5%
3. Sec. 8: N/2 NE/L, NW/L & 280,00 K-5642 . State of N.M. Phillips Petroleum Co. None Phillips Petro. Co. 100%
NW/L SE/L 1-18-76
4 Sec, 20: NW/L 160.00 K-5955 State of N.M. Phillips Petroleum Co. ZOIm Phillips Petro. Co. 100%
4L-19-76
5. Sec. 19: Lots 1 & 2, 312.04 K-6043 State of N,NM, Philiips Petroleum Co. Nonse Phillips Petro. Co. 100%
E/2 NW/4 & NE/L 5-17-76
6. Sec. 18: Lots 3 & 4, 151,87 L-6376-1 State of N.M. Amoco Production Co. None Amoco Production Co. 100%
E/2 SW/4 7-1-81 :
7. Sec, 19: Lots 3 & 4, 312,20 L-6678 State of N.M. Union 0il Co. of Calif. None Union 0il Co. of Calif, 100%
£/2 SW/4L & SEfL 10-1-81 , .
8. Seec, 17: E/2 & T/2 NW/4 400.00 LG-1046 State of N.M. Mesa Petroleum Co. . None Mesa Petroleum Co. 100%
2-1-83
9. Sec, 3: S/2 NE/4, SW/L, 360,00 LG-1144 State of N.M. Gulf 0il Corporation None Gulf 0il Corporation 100%
NE/L SEJL & S/2 SE/4 4-1-83 |
20. Sec, 20: E/2 & SW/L 480.00 16-1206 State of N.M. Mesa Petroleum Co. " None Mesa Petroleum Co. 100%
6-1-83 ‘

TOTAL: 10 Tracts (all State Lands) 3,496.11 acres in entire Unit Area
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CONSENT AND RATIFICATION
EAVES UNIT AGREEMENT
COVERING LANDS IN LEA COUNTY, NEW MEXICO
The undersigned hereby acknowledge receipt of a copy of the Unit
Agre - wat for the Development and Operation of the Faves Unit covering all of
Sections & and 17, S/2 Scction 18, all of Sections 19, 20 and 29, Township 21
South, Range 33 East, Lea County, New Mexico, which Agresment is dated the 20th
day of January, 1975; and the undersigned acknowledge that they have read the same
and are familiar with the terms and conditions thereof. The undersigned being the
owners of interests in all or parts of said lands do hereby adopt and consent to
said Unit Agreement and ratify all of the terms and provisions thereof, exactly
the same as if the undersigned had executed the originals of said Agreement or
counterparté thereof.

_ni Ig,WITNESS WHEREOF, this instrument is executed by the undersigned as
{

b r-
01 the dage seé ferth in their respective acknowledgements. :wfifﬂg/
Lo o '.-;O 'd .
Ch e 5 N _ GULF OIL CORPORATION txo. Mo A7F]
4A'_E‘TEST. AR R ’ Prod.
o R A= R
«: -;>'7"\, ,Z _Y,?!)M‘/Q_\‘_} Bz: S‘ < —_—
A551stant Segretary C7 AtEorney-in-Fact \
,,,,,,, :
el CORPORATE
STATE OF ___TEXAS §
COUNTY OF __MIDLAND §

The foregoing instrument was acknowledged before me this ;%sziday of

\,_///w_mo//L s 1975, by J. A. HORD who is
7 4. '
/Attorney- Fact of _ GULF OIL CORPORATION a
.\\‘;\{ !/ ‘,A-’ A
Pennky;vanla corporation, for and on behalf of said corpecration.,

A A

14 SN
<. --/'L’}'_
"../ .-

s

ij‘Comm1ss‘nn>Exp1res:

“ TN (State)

_y_w/ d /7/) //,/L( /}/’/
Notary PuBlic i Znd for

, fJune 1,; 1975

Midland County, Texas
it INDIVIDUAL
STATE COF )
County of i
The foregoing instrument was acknowledged before me this ___ day of
» 1975, by .

My Commission Expires:

Notary Public in and for
County,
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CONSANT AND RATIFICATION
bAVub UNIT AGREWMENT
COVRRING LARDS IN LEA COUNTY, N&w HEXTICO
The uriiersigred hereby acknowledge receipt of a ~opy of the Unit

apreement for Li: Jevelopment and uperation of the Iaves Unit covering all of
Sections £ and 17, $/7 Section 18, all of Sections 19, 20 and 23, Township 21
Sontl., tange 33 East, Lea County, New Mexico, which Agreement is dated the 20th
dny of - nua"y, 1375: and the undersigned acknowle-ge that they hava read the same
and are familiar with the terms and conditions tharsof, The undersigned being the
owners of interests in all or parts of sald lands do hereby adopt and consent to
sald Unit Agrzcement ant ratify all of the terms and provisions thsreof, exactly
the same as if the undersigned had executed the originals of said Agreement>or
counterparts thereof,

| IN WITNESS WHEREOF, this instrument is executed by the undersignsd as

of the date set forth in their respective acknowledgements.
UNION OIL COMPANY OF CALIFORNIA

/
) [/7’/ Pt / / - LT

Attorneyain-Fact L
W
Y

7

CORPORATE
STLTE OF TEXAS §

COUNTY OF MIDLAND §

‘“he foregoirg instrument was acknowledged before me this _3rd day of

_ February , 1975, by _Samuel C. Terry who is
\\‘ 3] ) ) .
.an_AtIQIKEY-lncFact : of Union 0il Company of California a

L. f hCaT{fnrn]a‘- ‘ corporation, for and on behalf of said corpecration.
it (StaﬁeY
gy
’ - 3 &

Mv’DommF§§uhn byblres : Céi;2;24u 7Z/:£é§22:ZfL//(Elma H. Sloan)

Notary Public in and for

June 1,.1975 Midland County, Texas
INDIVIDUAL
STATE OF ]
- |
] County of ¥

The foregoing instrument was acknowledged before me this day of

, 1975, by .

! ¥y Commission Expires:

Notary Public in and for
County,




COUSENT ALhD RATIFICATION
BEAVES UNIT AGREWMENT
COVERING LARDS IN L¥A COUNTY, HeW MEYICO
The urriersigred hereby acknowledge receipt of a ropy of the Unit
agreement for Lh: Jevelopment and Operation of the Izves Unit covering all of
Zectionz 2 and 7, S/ Secticn 18, all of Sections 19, 2 and 29, Township 21
Sonth, iange 33 Easl, Lea County, New Mexico. which Agreement is dated the _20th
dny ol Japuary, 1%¥75%: and the undersigned acknowledige that they have read the same
and are familiar with the terms and conditions tlersof, The undersignec being the
ownzrs of interests in all or parts of sald lands do hereby adopt and consent to
said Urit Agrecmen® an1 ratify all of the terms and provisions the2reo?, exactly
the same as if the undersigned had executed the originals of said Agreement or
counterparts thereof,

IN VITNLSS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgements.

S i‘!_‘_j s

4. Brace Wigs
Ceneral Partner

CORPORATE
STATE OF _t
COUNTY OF 1
The foregoing instrument was acknowledged before me this ___ day of
. , 1975, by. who is
of a

corporation, for and on behalf of said corporation,

(State)

My Commission txpires:

Notary Public in and for

e County, __
INDIVIDUAL
‘ STATE OF _ TEXAS )
- County of _ MIDLARD i
The foregoing instrument was acknowledged before me this Jﬁ’-"—l day of
January , 1975, by H. Brace ¥igsell, Generzl Partuer of 320 Minerals,
Ltd.

My Commission sxpires: %m ) L - o

Notary Public irf anfi for
June 1, 1975 Midland __ County, _ Texss




Sate f New Mexico . mizmpm
503=827-2753
PHIL R. LUCERD February 5, 1973 P. O. BOX 148
COMMISSIONER SANTA FE, NEW MEXICO 8750%

Thillips Patroleum Compamy
311 Millips Building .
Odessa, Taxas 797¢1

Re: Prepused Kaves Unit
laa County, New Mexico

ATTENTION: Mr. K. M. Gorence
Centlemen:

The Commissionar of Public lands hms this date given finsl approwal
to the Ecsves Unit, Les Cowmty, MHew Mexiro., The affecilve data to de as
of the date of spprowel.

Plesse subnit ons copy of the Opersting Agrssment when you finfish
negotisting with Union 011l Company of California.

Sr¢losed are Five (5) Certificates of approval,

Very truly yours,

PHIL R. 1LOUCERD
COMMISEIONER OF PUBLIC 1ANDE
BY:
RAY D. GRARAM, Direetor
{041 and Gas Division
PRL/RDG/s
encls.
0o OCC-Bants Ys, New Mexico g ””

bl
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UNIT ACREEMENT
FOR THE DEVELCPHENT AND OPERATION
OF THE
EAVES UNIT AREA
LEA COUNTY, NEW MEXICO
No. __
THIS AGREEMENT, entered into as of the 20th day cf January, 1975, by and between

the parties subscribing, ratifying or consenting hereto, and herein referred to as the

"parties hereto;"
WITNESSETH :

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

WHEREAS, the Commissiocner of Public Lands of the State of New Mexico is authorized
by an Act of the Legislature (Sec. 1, Chap. 88, Laws 1943) as amended by Sec. 1 of
Chapter 162, Laws of 1951, (Chap. 7, Art, 11, Sec. 39, New Mexico statutes 1953 Annotated),
to consent to and approve the development or operation of State lands under agreements
made by lessees of State land jointly or severally with other lessees where such agree-
ment provides for the unit operation ar development of part of or all of any oil or

gas, field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized
by 4ct of Legislature (Sec. 1, Chap. 162, Laws of 1951, Chap. 7, Art. 11, Sec. 41, New
Hexico Statutes, 1953 Annotated) to amend with the approval of lessee, evidenced by
E*'» - T _ Epe 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 operation and development of part or all of any oil or

gas pool, field or area: and

-




referred to as the "Sommission”) is authorized by an act of the Legi: !atura (Chap, 72
Laws 1935; Chap. 65, Art. 3, Sec. 14, New Mexico Statules 1953 Annotobted) Lo apperove: bhis
agreement nnd the conservabion provislons herecf; and

iLHEAS, the parties hereto hold suificient interests in the Luves Unit Ares
covering the land hereinafter described to give ra2osonably effective control of operations
therein; and

WHEHEAS, it is the purpose of the parties herste to conserve natural resources,
prevent waste and secure other benefits obtainable through development snd opsration
c¢f the area subject tou this agreement under the t erms, conditions and limitzticens
nerein set forth;

LOW, THEREFORE, in consideration of the premises and the promises herein ccntzined,
the parties hereto commit to this agreement their respective interests in the below
defined unit area, and agree severally among themselves as “ollows:

1. UNIT AREA: The following described land is hereby designated and recognizea

as constituting the unit areaj;

TOWNSHIP 21 South, RANGE 33 Zast, N.M.P.M.

411 of Sections 8 and 17, 5/2 Section 18, all of Section 19, 20 and 29,

containing 3,496.11 scres, more or less, Lea County, New Mexico.

Exhitit A attached hereto is a map showing the unit area and the boundaries and
identity of tracts and leases in said arez to the extent known to the unit operatcr.
Exhibit B attached hereto is a schedule showing to the extent known to the unit operator
the acreage, percentage and kind of ownership of oi; and gas interests in all lands
in the unit a2rea. However, nothing herein or in szid schedule or map shall b2 construed

as a representation by any party hereto as to the ownership of any interest other thzn such

-0




interest or interests as are shown on said map or schedule as owned by such party.
Exhibits A and B shall be revised by the unit operator whenever changes in ownership
in the unit area render such revisions necessary or when requested by the Commissione.
of Public Lands, hereinafter referred to as "Commissioner."

All land committec to this agreement shall consitutute land referred to herein
as "unitized land" or "land subjsct to this agreement."

2. UNITIZED SUBSTANCES. All oil, gas, natural gasoline and associated fluid

hydrocarbons in any and all formations of the unitized lands are unitized under the
terms of this agreement and herein are called "unitized substances."

3. UNIT OPERATOR. PHILLIPS PETROLEUM COMPANY, whose address is Phillips Building,

Lth and Washington Streets, Odessa, Texas 79761, is hereby designated as unit cperator
and by signature hereto commits to this agreement all interest in unitized substances
vested in it as set forth in Exhibit B, if any, and agrees and consents to accept the

duties and obligations of unit operator for the discovery, development and production

of unitized substances as herein provided, Whenever reference is made herein to the
unit operator, such reference means the unit operator acting in that capacity and not
as an owner of interests in unitized substances, and the term "working interest owner"
when used herein shall include or refer to unit operator as the owner of a2 working
interest when such an interest is éwned by it.

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unjt operator shall have the right

to resign at any time but such resignation shall not become effective until a.successor
unit operator has been elected 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 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 interesis determined in like manner as herein provided for the selection of a new
unit operator. Cuch removal shall be effective upon notice thereof to the Commissioner.

The resignation or removal of the unit operator under this agreement shall not ter-
minate his right, title or interests as the owner of a working interest c¢r cther int=rast
in unitizzd substances, but upon the resignation or removal of unit operator becoming
effective, such unit operator shall deiiver possession of all equipment, materials and
appurtenances used in conducting the unit operations and owned by ths working interest
owners to the new duly qualified successor unit operator, or to the ownsrs thereof if no
such new unit operator is elected, to be used for the purpose of conducting unit opera-
tions hereunder, Nothing herein shall be construed as authorizing removal of any material,
eguipment and appurtenances needed for the preservation of any wells.

5. SUCCESSOR UNIT OPERATOR. Whenever the unit operator shall resign as unit opera-

tor or shall be remouved as hereinabove provided, the owners of the working interests
acceording to their respective acreage interests in all unitized land shall by a majority
vote select a successor 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 aggregate 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 thall accept in writing the duties and responsi-
bilities of unit operator, and (b) the selection shall have been approved by the
commissioner. If no successor unit opsrator is selected and qualified as herein yrovided,

the Commissioner at his election may declare this unit agreement terminated.
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6. ACCOUNTING PHOVISIONS. The unit operator shall pay in the first instance all
costs and expenses incurred in conducting unit operations hereunder, znd such costs and
expenses and the working interest benefits accruing hereunder shzll be apportiened,
among the cwners of Lhe 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 ogners and~the unit operator as prb#ided in this sec-
tion, whether one or more, are herein referred to as the "Operating Agréement." No sugh
agrvement shall be deemed eiﬁher to modify any of thé terms and conditions of this unit
agreement or.to relieje the unit cperator of any right or obligation established under
this unit agreement and in case of any inconsistencies or conflict between this unit

agreement and the operating agreement, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically pro-
vided herein, the exclusive right, privilege and duty of exercising any and all rights
of the parties hereto which are necessary or convenient for prospecting for, producing,

storing, allocating and distributing the unitized substances are hereby delegated to and

shall be exercised by the unil operator as herein provided. Acqeptable evidence of title
to said rights shall be deposited with said unit operator and, together with this agree-
ment,. shall constitute and define the right’s , privileges and obligations of unit operator.
Nothing herein, however, shall be construed to tran;fer title to any land or to any lease
or operating agreement, it being understood #hat under this agreement the unit operator,
in its capacity as unit operator, shall exercise the rights of possession and use vestgd

in the parties hereto only for the purposes herein specified.

8. DRILLING TOC DISCOVERY. The unit operator shall, on or before February 16, 1975,

’

commence operations upcn an adequate test well for oil and gas upon some part of the
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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 shall be
unwarranted or impracticable; provided, however, that unit operator shall noi, in any
event, be required to drill said well to a depth in excess of 14,500 feet. Until a dis-
covery of a deposit of unitized substances capable of being produced in paying guantities
(to-wit: quantities sufficient to repay the costs of drilling and vroducing operations
with a reasonable profit) unit operator sha:l continue drilling diligently, one well at a
time, allowing not more than 6 months between the completion of one well and the teginn-
ing of the next well, until a well capable of producing unitized substances in paying
quantities 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 incapable of
producing unitized substances in paying quantities in the formation drilled hereunder,

The Commissioner may modify the drilling requirements 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 reason-
abls 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 SUBSTANCES: Should

unitized substances in paying quantities be discovered upon the unit area the unit opera-
tor shall on or before six months from the time of the completion of the initial discovery

well and within thirty days after the expiration of each twelve months pericd thereafter
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file a report with the Commissioner for his approval and Commission of the status of
the development of the unit area and the development contemplated for the following
twelve months period,

It is understcod that one of the main considerations for the approval of this
agreement by the Commissioner of Public Lands is to securz the orderly development of
the unitized lands in accordance with good conservation éractices so as Lo obtain the
greatest ultimate racovery of unitized substances.,

After discovery of a deposit of unitized substances capable of being produced in
paying quantities as herein provided, unit operator shall continue drilling diligently,
one well at a time, allowing not more than six months between the final completion of one
well and the beginning of the next well, until the unit area has been fully developed to a
density of one well on each proration unit as prescribed by order of the 0il Conservation
Commission of New Mexico for the formation in which unitized substances are discovered.

If the unit operator should fail to comply with the above covenant for reasonable
development without prior consent or approval of the Commissioner of Public Lands, this
agreement shall terminate as to all lands of the State of New Mexico embracing regular
well spacing or proration units npon which no well has'been drilled or commznced 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 toc such lands.

10, PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of producing

unitized substances in paying quantities, the owners of working interzsts shall participate

in the production therefrom and in all other producing wells which may be drilled pursuant

hereto in the proportions that their respective leasehold interests covered hereby on an

acreage basitc bears to the total number of acres committed to this unit zgreement, and

such unitized substances shall be deemed to have been produced from the respective
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lensehold interests partiéipnting therein. For the purpose of determining any benefits
accruing under this agreement and the distribution of the royalties payabla to the Hiate
of New Mexico and other lessors, and of overriding royalties, production payments and
other charges in addition to royalty, each separate lease shall have allccated to it
such percentage of said producticn as the number of acres in =ach 12ase respesclively
comnitted to this agreement bears to the total number of acres committed hereto.

Notwithstanding any provisions contained herein to the contrary, each working
interest owner shall have the right to take such owner's proportiorate share of the
unitized substances in kind or to personally sell or dispose of the same, and nothing
rerein contained shall be construed as giving or granting to the unit operator the
right to sell or ctherwise dispose of the proportionate share of any working interest
owner without specific authorization from time to¢ time so to do.

13, ALLCCATION OF PRODUCTION, All unitized substance produced from esach tract

in the unitized area established under this agreement, except any part thereof used

for preduction or development purposes hereunder, or unavoidably iost, shall be deemed
to be produced equally on an acreage basis from the several tracts of the unitized jiand,
and for the purpose of determining any benefits that acerue on an acreage basis, each
'such tract shall have allocated to it such percentage of said production as its area
bears to the entire unitized area. It is hereby agreed that production of unitized
substances from the unitized area shail be allocated as provided herein, regardlass of
whether any wells are drilled on any particular tract of said unitized area.

12. PADMLNT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: A1l rentals due the

State cf New Fexicc shall be paid by the respective lease owners in accordance with the

terms of their l2ases,

k11 royalties due the State of New Mexico under the tcr. - of the leases committed
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to this agreement shall be computed and paid on the basis of 211 unitized rudstances
a)located Lo the respective leases committed hereto; providued, however, the Stat: shall
be entitled to take in kind itc shure of th2 unitized substaneas alleented to the respec-
tive leases, and in such case the unit operstor shall make deiiverier of surnk royalty
0il in accordance with the terms of the respective leases,

A1l rentals, il any, due under any leases cmbracing lands other than the State of
New Mexico, shall ve paid by the raspective lease owners in accordance witn the terms cf
thezir leases and all royaities due under the terms of any such 12ases shall be paid on
the basis c¢f 2ll unitized substances allocated bo the respective leases ccrmittzd herote,

If the unit operator introduces gas obtained from sources other than the unitized
substances intc any producing {ormation for the purpose of repressuring, stimulating
or increasing the ultimate recovery of unitized substances therefrom, a like amount of
gas, il availsble, with due allowance for loss or depletion from any cause may be with-
drawn from the formation into which the gas was introduced royalty free as to dry gas
but nct as to the products extracted therafrom: provided, that such withdrawal shall

be at such time as may be provided in a plan of operation consented to by the Commlis-

sioner and approved by the Commission as conforming to good petrolsum engincering prac-

tice: and provided further, that such right of withdrawal shall terminate on the
terminaticn of this unit agreement.

If any lease committed hereto is burdened with an overriding royalty, payment cut
of prodﬁction or cther charge in addition to the usual royalty, the owner of =zach such
lease shall bear and assume the same,

13, LoASES AND CONTRACTS CONFORMED AND EXTUNDED INSOFAR AS THEY APPLY TO LAND.

WITHEIN THE UNITIZED ARZA. The terms, conditicns and provisions of all leases, subleases,

operating agreements and otner contracts relating to the =suplinration, drilling d=svalispmert
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or operation for oil or ga:u on the lands commitled to this agreement, shall ~e of the
yffective date hereof, be and the same 4re hereby expressly mcdifie: and amended insofar
az they apply to lands within the unitized area to the extent neces:zary to make the same
conform to the provisions hereof and so that the respective terms of sait leases xnd
agrecments will be extended insofar as necessary to coincide with the term o this nagree-
ment and the approval of this agreement by the Commissioner and the respective lessors
and lecssees shall be effective to conform the provisions and extend the terms ¢f each
such lease as to lands within the unitized area to the provisions and terms of this zgree-
ment; but otherwlice ¢ remain in full force and effect. Each lease committad to this
agreement insofar as it applies folands within the unitized area, shall continus in

force beyond the term provided therein as long as this agreement remains in effect, rro-
vided, drilling operations upon the initial test well provided for herein shall have been
commgnced 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 the terms thereof or any
applicable laws would continue in full force and effect thereafter. The commencement,
completion, continued operation or production of a well or wells for unitized substances
on the unit area shall be construed and considered as the commencement, completion, con-
tinued operatioun or production on each of the leasehold interest as to lands within the
unitized area committed to this apgreement and operations or production pursuant to this
agreement shzll be deemed to be operaticns upon and production from each leasehcld interest
ag to lands within the unitized area committed hereto ana there shall be no obligation on
the part of the unit operator or any of the owners of the respective leasehold interests

committed hereto to drill offrets to wells as between the lesasehold interests committed

to this agreement, except as provided in Section 9 hereof.
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Any lease enmbracing lands of the State of Hew Mexico of which only a portion is
committed hersto 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 two separate
leases as to such segregated portions, commencing as of the effective date hereof. Any
lease embracing lands of the State of New Mexico having only a portion of its lands com-
mitted hereto shall continue in full force and effect beyond the term provided therein as
to all lands embraced within the unitized area and committed to this agreement, in accord-
ance with the terms of this agreement, If o0il and gas, or either of them, are discovered
and are being produced in paying quantities from some part of the lands embraced in such
lease which part is committed to this agreement at the expiration of the secondary term
of such lease, such production shall not be considered as production from lands embraced
in such lease which are not within the unitized area, and which are not committed thereto,
and drilling or reworking operations upon some part of the lands embraced within the unit-.
ized area and committed to this agreement shall be considered as drilling and reworking
operations only as to lands embraced within the unit agreement and not as to lands em-
braced within the lease and not committed to this unit agreement; provided, however, as to
any lease embracing lands of the State of New Mexico having only a portion of its lands
comnitted hereto upon which 0il and gas or either of them has been discovered or is dis-
covered upon that portion of such lands not committed to this agreement, and are being
produced in paying quantities prior to the expiration of the primary term of such lease,
such production in paying quantities shall serve to continue such lease in full force and
effect in accordance with its terms as to all of the lands embraced in said lease,

14. CONSERVATION. Operations hereunder and production of vnitized 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.
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15. DRAINAGE. In the event a well or wells producing oil or gas in paying quan-
tities should be brought in on land adjacent to the unit area draining unitized substances
from the lands embraced therein, wnit operator shall drill such offset well or wells as
a reasonably prudent operator would drill under the same or similar circumstances.

16, COVENANTS RUN WITH LAND., The covenants hersin shall be construed to be cove-

nants running with the land with respect to the interests of the parties hereto and their

successors in interest until this agreement terminates, and any grant, transfer or con-

veyance of interest in land or leases subject hereto shall be and hereby is conditioned

upon the assumption of all privileges and cbligatiors hereunder by the grantea, trans-

feree or other successor in interest. No assignment or transfer or any working, royalty

or other interest subject hereto shall be binding upon unit operator until the first day

of the calendar month after the unit operator is fmrnished with the original, photostatic

or certified copy of the instrument of transfer,.

17. EFFECTIVE DATE AND TERM. This agreement shall become effective upon approval

by the Commissioner and shall terminate in two years after such date unless (a) su:h

date of expiration is extended by the Commissioner, or (b) a valuable discovery of unitized
substances has been made on unitized land during said initial term or any extension there-
of in which case this agreement shall remain in effect so long as unitized substances are
being produced from the unitized land and, should production cease, so long thereafter as
diligent operations are in progress for the restoration of production or discovery of new
production and so long thereafter as the unitized substances so discovered can be pre-
duced as aforesaid. This agreement may be terminated at any time by not less than seventy-
five per cent (75%) on an acreage basi$ of the owners of the working interests signatory

hereto with the approval of the Commissioner. Likewise, the failure to comply with bLhe

drilling requirements of Section 8 hereof may subject this agreement to termination as
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provided in sald section.

18, RATE OF PRODUCTION. Ail production and the disposal thereof shall be in

conformity with allocations, allotments and quotas made or fixed by the Commission an-
in conformity with 2ll applicable laws and lawful regulations,

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 be-~
fore the Commissioner of Public Lands and the New Mexdco Oil Conservation Commission,
and to appeal from orders issued under the regulations of the Commissioner or Commission
or to apply for relief from any of said regulations or in any proceadings on its own
behalf relative to operations pending before the Commissioner or Commissicn: provided,
however, that any other interested party shall also have the right at his own expense
to appear and to participate in any such proceeding.

20. NOTICES. A1l 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 connection with the signatures hereto or to the ratification or
consent hereof or to such other address as any such party may have furnished in writing
to party sending the'notice, demand or statement.

21. UNAVOIDABLE DELAY. A1l obligations under this agreement requiring the unit

operator to commence or continue drilling or to operate on or preoduce unitized substances
from any of the lands covered by this agreement shall be suspended while; but only sc
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, uncontrollabls delays

in transportation, inability to obtain necessary materials in open market, or other matters

~13-



beyond the reasonable control >f the unit operator whether similar to matters herein

enumerated or not,

22, LOSS OF TITLE., In the event title to any tract of unitized land or substantial

interest therein shall fail and the true owner cannot be induced to join thz unit agree-
ment. 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 dispute as to the title to
any royalty, working or other interest subject hereto, the unit operator may withhold
payment or delivery of the allocated portion of the unitized substances involved on
account thereof without 1iability for interest until the dispute is finally settled,
provided that no payments of funds due the State of New Mexico shall be withheld. Unit
operator as such is relieved from any responsibility for any defect or failure of any
title hereunder,

23. SUBSEQUENT JOINDER. Any oil or gas interest in lands within the unit zrsz rnot

comnitted hereto prior to the submissiorn of this agreement 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 executing a ratification thereof, and if such owner
is 2lso a working interest owner, by subscribing to the operating agreement providing
for the allocation of costs of explioration, development and operation. A subsequent
Joinder shall be effective as of the first day of the month following 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 agrzement, tut
such Joining party or parties before participating in aryv benefits hereunder shall be

required to assume and pay to unit operator their proportionats share of the unit expense
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incurred prior to such party's or parties' jJoinder in the unit agreement, and the unit
operator shall make appropriate adjustments caused by such joinder, without any retro-
active adjJustment of revenus.

2y, COUNTERPARTS. This agreement may be executed in any number of counterparts,
no one of which needs to be executed by all parties or may be ratified or consentsd to
by separate instrument in writing specifically referring hereto, and shall be binding
upcn all those parties who have executed such a counterpart, ratification or consent
hereto with the same force and effect as if all such parties had signed the same document
and regardless c¢f whether or not it is executed by all other parties owning or claiming
an interest in the lands within the above described unit area.

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

UNIT OPERATOR

PHILLIPS PETROLEUM COMPANY

By:
(Date) Attorney-In-Fact

Address: Phillips Building
Lth and Washington Streets
Odessa, Texas 79761

WORKING INTEREST OWNERS

MESA PETROLEUM COMPANY

By:
(Date)
Address: 904 GIHLS Tower West
Midland, Texas 76701
GULF O0Il. CORPORATION
by:
(Date)

Address: P, 0. Box 1150
Midland, Texas 79701
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UNION OIL COMPANY OF CALIFORNIA

By: —
(Date)
Address: 300 Security National Bank Bldg.
Roswell, New Mexico 88201
AMOCO PRODUCTION CONMPANY
By:
(Date)
Address: P, 0. Box 3092
Houston, Texas 77001
STATE OF TEXAS i
COUNTY OF ECTOR i
On Lhis ~day of e , 1975, before me personally avpeared

, Lo me known to be the person who executed thre

foregoing instrument as Attorney-In-Fact of PHILLIPS PETROLEUM COMPANY, a Delaware
Corporation, and acknowledged that he executed the same as the free act and deed of said

Phillips Petroleum Company.

Notary Public in and for

My Commission Expires: Ector County, Texas
June 1, 1975
STATE OF TEZAS i
COUNTY OF MIDLAND )
The foregoing instrument was acknowledged before me this _ day of ,
1975, by > of MESA PETROLEUN
COMPANY, a Corporation, on behalf of said corporation.

Notnary Public in and for
My Commission Expires: Midland County, Texas

June 1, 1975

STATE OF §

T

COUNTY OF i

The forepoing instrument was acknowledged before me this day of ’

1975, by ’ of GULF OIL CORPCRATION,

a Corporation, on bechalf of said corporation.

Notary Public in and for
My Commission Expires: ~ County,
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STATE OF _ }

COUNTY OF i
The foregoing instrument was acknowledged before me this ~day of
1975, by , of UNION OIL COMPANY OF
CALIFORNIA, a Corporation, on behalf of said corporation,
Notary Public in and for
My Commission Expires: County,
STATE OF §
COUNTY OF i
The foregoling instrument was acknowledged before me this day of ’
1975, by , of AMOCO PRODUCTION COMPANY,
a Corporation, on behalf of said corporation.
Notary Public in and for
My Commission Expires: County,
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EXHIBIT "B"
EAVES UNIT

LEA COUNTY, NEW MEXICO

ORR or
Serial No. and Production
Tract Number of Expiration Date Basic Royalty Payment Working Interest
No. Description of Land Acres of Leases (A1l 12-1/2%) Lessse of Record Percentage and Percentage
All in T21S-R33E 120
1. Sec, 29: All 640.00 K-4738-5 State of N.M, Mesa Petroleum Co. Minerals Mesa Petro. Co. 1004
2-16-75 Ltd. - 6.25%
320
2. Sec. 17: 3W/L & W/2 NW/4 400.00 K-5003-2 State of N.M. Phillips Petroleum Co. Minerals Phillips Petro. Co. 100%
Sec. 18: SE/L 5-18-75 Ltd. - 5%
3. Sec, 8: N/2 NE/L, NW/4 & 280,00 K-5642 State of N.M. Phillips Petroleum Co. None Phillips Petro. Co. 100%
NA/L SE/L 1-18-76
L. Sec. 20: XW/4 160.00 K-5955 Stato of N.M. Phillips Petroleum Co. None Phillips Petro. Co. 100%
L=19~76
5. Sec. 19: Lots 1 & 2, 312.04 K-6043 State of N.M. Phillips Petroleum Co, None Phillips Petro. Co. 100%
/2 N/, & NEfL 5-17-76
6. Sec. 18: Lots 3 & 4, 151,87 L-6376-1 State of N.M, Amoco Production Co. None Amoco Production Co. 100%
E/2 sw/4 . 7-1-81
7. Sec. 19: Lots 2 & 4, 312.20 1-6678 State of N.M. Union 0il Co. of Calif, None Union 0il Co. of Calif. 100%
E/2 SW/L & SE/L 10-1-81
e, Sec. 17: Ef2 & Ef2 NW/4 400.00 1G6-1046 State of N.M. Mesa Petroleum Co, Neons Mesa Petroleum Co. 100%
2-1-83 .
3. Sec., 8: S/2 NE/L, SW/L, 360.00 LG-1144 State of N.M. Gulf 0il Corporation None Gulf 0il Corporation 100%
NE/L SE/L & 3/2 SE/L 4-1-83 |
10.  Sec. 20: Ef2 & SW/4 480,00 1G-1206 State of N.M. Mesa Petroleum Co. None Mesa Petroleum Co. 100%
6-1-83

TCOTAL: 10 Tracts (all State Lands) 3,496.11 acres in entire Unit Area




PROPOSED EAVES UNIT

3,496.11 acres, being all of Sections 8 and 17, S/2 Section 18 ard

all of Sections 19, 20 and 29. T215-R33E, lea County, New Mexico

Mesa Petroleum Ccmpany

E/2 & E/2 NW/L, Section 17-21S-33E
E/2 & SW/l, Section 20-21S-33E
A1l Section 29-21S-33E

Phillips Petroleum Company

N/2 NE/,, MW/, & NW/l, SE/} Section 8-215-33E
SW/L, & W/2 NW/L Section 17-215-33E

SE/} Section 18-215-33E

Lots 1, 2, E/2 NW/, & NE/4 Section 19-21S-33E
NW/L Section 20-21S-33E

Gulf 0il Corporation

S/2 NE/L, SW/L, NE/L SE/L & S/2 SEf},
Section 8-215-33E

Union Oil Campany of California

lots 3, 4, E/2 SW/4 & SE/l Section 19-21S-33E

Amoco Production Company

lots 3, 4, & E/2 SW/4 Section 18-21S-33E

Acreage
Gross Net
400.0C 400.00
480.00  480.00

640,00 _ 640.00
1,520.00 1,520.00

280.00 280.00
240,00 2,0.00
160,00 160.00
312.04 312.04

160.00 _ 160.00
1,152.0, 1,152.0L

360.00 360.00

312.20 312.20

151.87 151.87
3,496.11 3,496.11

Percant
of Unit

43.4769%

32.9521%

10.2971%

8.9299%

4 .3LL0%
100.0000%




ldeal Basicindustries
Potash Company of America Division
H N Clark P O.Box 31

Senior Vice Prasident, Cperations Carlsbad. New Mexico 88220
505 887-2844

January 8, 1975

Phillips Petroleum Company S LA brdaar,
Phillips Building : B TS ,_.‘E 4 E [
Odessa, Texas 79761 N )

JAN 13 1975
Attention: Mr. E. M. Gorence
: LAND CECTION
Regional Landman aHILLIPS PETROLELH CO.
Re: Eaves Unit
Lea County, New Mexico

Gentlemen:

This will acknowledge your letter of January 7 and advise
you that we will not object to an cil and gas drilling location
in the SW/SE of Section 18, T-21S, R-33E provided we are
furnished a copy of an open hole gamma-sonic log through
the salt section.

Very truly yours,

- \ﬁ\\«&.&.@

H. N. Clark
Senior Vice President

ce: Mr., R. S. Fulton, U.S5.G.S., Carlsbad
Mr. Don Van Sickle, U.S.G.S., Roswell
Mr. A, L. Porter, New Mexico Oil Conservation Commission




PHIL R. LUCERO
COMMISSIONER

TELEPHONE
505~827-2748
[ R Al o PO
‘ ” [k 1 LT oa - (’F)?:: . " \"".“-:\
e e RERESEIERR
Y, sl 8 - )
- RN AR EVE
T

January 22, 1975

FAlllFs PO loloid €.

P.O. 30X Il48
SANTA FE, NEW MEXICO 87501

Phillips Petroleum Company
311 Phillips Building
Odessa, Texas 79761

Re: Proposed Eaves Unit
Lea County, New Mexico
ATTENTION: Mr, Gorence

E. M.

Gentlemen:

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

Please show the assignment number right after the lease number.
(K-4738-5, K-5003-2, L-6376-1),

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. Order of the New Mexico 0il Conservation Commission,

6. Your Initial Plan of Operation,

Very truly yours,

PHIL R. LUCERO

COMMISSIONER OF PUBLIC LANDS

sv: (Ko ) Srllan

RAY D. GRAHAM, DIRECTOR

PRL/RDG/s 0il and Gas Division




s g

R 33 E
X 5642
PHILLIPS
1-16- 76
)
ol
]
]
" T s _?n sea2)
SuLF I
4-1-a 1R T
@ L 3
’ Srote
T
| LG 1048
| wesaeer
H 2-1-a3
!
i
—_] ®
— [ L7
Lezre | x soos X 3003 :
AMOCO 1 PHILLIPS PHILLYIPS | I
7-1-8 | 3ie-Ts s-ie-rs
® | @ ® | T
Sty Stos
el " id 2 !
X 6043 X 3938 ! Lo 206
PHILLIPS PHILLIPS ! owesa peT S
5-17-76 4-19-7C LIRS
1
® ®
i
—————— 19-—————4 ———__20
Les7a
UNON
10-1- 81
Srare Srare
B e w—— P
MESA PET
2-16-75
I 29
State
LEGEND Exhibit A"
s St e Uit Outiine - 3,496.11 acres EAVES UNIT
(100% State Lonrds)
(O —— — Tract Number Lea County,
Scale — — — "= 4000" New Mexico



- TN VY daee Vil R B .
.. ") . " .
h..lm -1 v—..o -...- - - . “e e bl Were ey . - ‘
T T 10070 wulf EEE.) ' A Attee &l < i .
.oﬁ?..\ ...43...% A I ~ - ’ s oo Uy ! LA v < -
wive ! rse f2ue F \. v [ ) .;u‘.l ’ i nd g ”~ PR
i 2 L ved 4 N
’ -+~ Ve . i Sdo e ni TR us . Yy PO
mine Ot Mo S Jedsy Wi i — C .
y- 1w S SR P ool Co.t10s Momar o f g ’ 7’ ommprrnt e gpamat
P IR LIRS \ tine, | foimeat .
. . e AT e onsnag’ " LA Yok & Aparce .....lc“.\. e .
.‘n x .\- ' hd L4 ilbcv .\‘ PN oo ?;Lﬂ mﬂlﬁw \.: ’L..Ma-w ne - —_:N ' y ot * Y M :
FrY PO Ll S M B 1 ST - = L
0 Yeo! Pes, 2 .Eﬂ-)m/ub.\o.ﬂn el g A STy GM,N.M. ‘:.l..:: - P 3 S+ o ’ & e . XYL .\ "
g - L . Q23040 i DR 1) . - .
~ - FY 3 Ml Moareired” : (Coetalt s &y Aeuthwad) Pogdos a1 : +
Arrorree | _0ioriws ) h_h....!. PR ¢ e . PJ.. S Arer,
. F ot St e & eyt - » avey N R N L LR T '
Pritipe m Rroa vrg s \A YoM “ M “ s . - e e L - N N vawa.u .:.w.u..«..vu \ ‘_.(.,.. ‘ B
. . Gl epdmand S e sk s 0
ORZ3Y q Anv..r_..“.......o‘ﬂv Lea vt ' { ._nq_..“ dead ASteveny s Maralo inc. aooube !
‘o s Pod” v 2112817 P P PI125:) " Sintigmyt ’ ' ' N
et by Pradf ] fviiiteen o g = e o) 1 [CL N i
i . ¥ oty ProdR 33 Cwrrisen  Jlsbite e Jrtes
. vs H Rort Meea™ g iraace Ly HIA “ e . ' . .
- s w1 ‘v..:.ll LR ST IN ¢ Srove N e nsoga.. ;Y. Piummpe t. '
e e D St Srote Crate m.._.:u: A ok f
oo . ' T T - N ! Srte b Srare 5T 5
. . . Prollips ., PRt etol 1t hamtan o Gent pp g WA BT S S Weret W W UL WY W il
edzy ¢ esnry € e sl : ey L Gulf - " b
3431%¢ or8rve N | oser o8 Meso Pat. 2 8o -
Vo e v usere PR L PR L, %' S 3
. w :
. 'EE - X A 2z410 1 O..J?-n oy s it 12 Y0 .:w..n.«-u.. S XY !
' Bk AL sa1v6  Superior » !
9 o o at M Yt 011 8) Tot )
- -~
Jellge Phliipg ! -NKljnlllN- “
L | th B mbo T = — - — P
.% ; [ ..ﬂ- -_.e ﬂ_ fv::. 4.1 03 TR N Grtty ..Hmr!oﬂ?.:?no*o 8 vt st T T
o:...r 0513104 Lo3yre | Treeme LG 1aa jeee Y Amoc s -
AL 10y Ry YY) LY P g 1 Yot |
PRI “ Sieo! ¢ ».“.S . |
ey e
I e ; Srete Srare HOJ Jseazer A
| v | LY
- 9.C.Bornes LI LIRS {RTT N T bameamp Srare s
. S R . ; RO ~
g aemt are R 011 [SREPHYLTS o e Prod vay S, S etel " Meio Pet. Hntess Per :
A P s ™ 13D \ el ﬂe ST T R T WY T Getry
| nep X 1w MLa6s | L3 e O ra g igos . SRS o
" ” Araa gl Lo g ) Cobaothen 0w P et - o .”... " B
. ] (TR 1 e v 1 Amoco 13 RYYY
3 i9 e ‘lvv.th‘uﬁ...l > j GF-19283 e e Shoee P
- .- ¥ VTR 3 (O TR - — g o} < 49 12804 >
T OLIKE |SoUTH umiT oo e Vo o ik i HOU g 302 e, RIZENZ %
[ARINS ! Hen Pt | e Paser ] Getly 0/l e 3
| £10, oo, 232 [ e PR i St . : @ Gty _
| . o 4, 4/ /A < n. ) cfo...v,.oo.ﬁn. Se Unenrog ™ T T R ST T - 7 o Y 1 “ N— wu u,mwru,r?;
. Sty O Seone C.P gl .:bﬁ.%_. o 30 Urven irod ' ; \mm Lt 1:204} 4 L.gaan ) (YR AT
- - APPORES Y. oy ' ! STOCK UNIT
e 4 Srate 4 £
Mrd\. uw:ri :N * 13 T . & - Swire Srate
Y 1 ] RSV RS MY ’
TS w Prilli Prilinpe Meso Pre RSN
ex = . — u:“_._wﬂ 3% ! [ om o...moz ' Amoco
SAELLY| (OPER) s s P A T 1 S
N P4 Flyl LG 1war I "y ;
 ——— -] o e Lll » _ 2122947 ﬁ L P.12430/ Agr | 51 : N
.t ' Sanity sy EEEE 1 DA A SR R e . 24 = — . N-o | i GEYYY ﬁovmmv
, MR T $e Gulf T it Lt el
{ e wiye — oy . ;o..;m.« ..r.ﬁ»ﬁ..ﬂv:.:.. . Gany r<n«~a~%~> 1I o 3
-e ' aeseres ocseqes m oyt M 1 et TRIIEIN
9 L2 Sa & i N SRRV
N Soaeame Y5 _ @ o“.q\t.\. »ny 1999
l 1ararer
) Store ) SI ¢y
_ . | Srate Staley wen
N . . - ; . ARVIE
Lt 100 Cities Service A ‘iesa Pet. T A M SR K
...c ¢y a0l -.n i 0 106 18 I 1 Getry Saf
e ' Suaw I Lo Le ek | ] r
1 - 1l 4 _al oW
@ Getty Ol cm e ) :._.u,.; o o G Iar
b emre — 2P = . A .18 ] a0, T
- 26} S 1 D pnp—— Cadl 1
‘ A} n..v-.:.a.)d ma.. J..M..?n! 25 o f Y N@woﬁ N_v ] ‘ !
L 11 . ‘ . - ow e e e e e e = == - ..
y veres # mhu\us-.mnﬂ -c:. n.:... 57/57 Bipym 20 3 R :
of e . ~ g - Artee Azescd]
vs h o 7 T& oot ﬁL PRI 3
e g - . ». u.s ) . ‘e R
L R XTT eren e : 5. 3F
Mt ll ik u.s U.S. Srere o ) B 120 3n
. . r " re $rar tohe M1 . N
* aﬂ!s.o:..Onb oﬂq.\.o.mmo: X .Wr._ e Liit Choney etal i Chomee otal . . - o .m Mrrehonh Lo pstonk atal Stare :....m.:._. e
PR . 9, $o.Pet. Expl frution foneint Timane 1 Shen e N
73T 11064 i 1e1. M 7.0 ’ . Pet tupl, Amoce Mexmaht NEPpHN 3] Shell
. 91877 , 4a30 . $-i6. 79 ¢ eharg sKng Monaigrt 1 gy e - .
@ r i 14430 YT o8 a;.;.:nu 4000 S+ i1 . Tropara0AG mm .uw:,un,c !
; ! - 28 Y PIT] L 9119484 LN LNY) i L 413 ) '
0 v u.s. ) it s | \ W nu
- = - = . Q \
W XUy 35 36 - [P, T p—— Bevaren ?Ud_-:. ! fw i '
3 AL Guif s 2 . i or ] Memigar ! AT !
[LEAN D Yo o ¢ Mmen 3 Gopged | srssel? :
- . s el 7878 Y A 35 S, ¥ e
. 1693 —~—t . ' i -w ! ORI
' o ede LA ' Bur=snit G
BNAL R SRR oW N “g I .
N AT !




UNIT AGREEMENT

B T T
Pprewene

77 BEEORE EXAMINER STAMETS
FOR THE DEVELOFKENT AND opwmfgfm CONSERVATION COMiAISSION

OF THE ah’étz's EXHIBIT NO.__ 2
EAVES UNIT AREA CASENO. _BY(2 _

Submiited by
Hearing Date___ % F:‘LZZ

LEA COUNTY, NEW MEXICO

No, __
THIS AGREEMENT, entered into as of the 20th day of January, 1975, by and between

the parties subscribing, ratifying or consenting hereto, and herein referred to as the

"parties hereto;"
WITNESSETH:

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

WHEREAS, the Commissicner of Public Lands of the State of New Mexico is authorized
by an Act of the Legislature (Sec. 1, Chap. 88, Laws 1943) as amended by Sec. 1 of
Chapter 162, Laws of 1951, (Chap. 7, Art. 11, Sec. 39, New Mexico statutes 1953 Annotated),
to consent to and approve the development or operation of State lands under agreements
made by lessees of State land jocintly or severally with other lessees where such agree-
ment provides for the unit operztion or development of part of or all of any oil or
gas, field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized
by fct of Legislature (Sec. 1, Chap. 162, Laws of 1951, Chap. 7, Art. 11, Sec. 41, New
Mexico Statutes, 1953 Annotated) to amend with the approval of lessee, evidenced by
the lessee's execution of such agreement or otherwiss, any c¢il 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 operation and develcpment of part or all of any oil or

gas pool, field or area: and




WHEREAS, the 0il Conservatien Commission of the State of New Mexisc (noreir Cter
referred to as the "Commiscion") is authorized by an act of the Lepi:!lature {Chap, 72
Laws 1935; Chap. 65, aArt, 3, Secc. 4, New Mexico Statutes 1953 Annotated) to approvs this
agreement and the conservation provisions herecf: and

VHERBAS, the parties hereto hold sulficient interests in the Huves Unit Area
covering the land hereinafter described to give reasonably effective control of operations
therein; and

VHEREAS, it is the purpose of the parties hereto to conserve natural resources,
prevent waste and secure other benefits cbtainable through development and operation
cf the area subject to this agreement under the t erms, conditions and limitsticnes
herein set forth;

LoV, THEREFOKE, in consideration of the premises and the promises herein ccntzined,
the parties hereto commit to this agreement their respective interests in the below
defined unit area, and agree severally among themselves as follows:

1. UNIT AREA: The foilowing described land is hereby designated and recognized

as constituting the unit area;

TCWNSHIP 21 South, RANGE 33 East, N.M.P.M.

411 of Secticns 8 and 17, S/2 Section 18, all of Section 19, 20 and 29,

containing 3,496.11 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 ogperator,
b -.

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 211 lands

in the unit area., However, nothing herein or in =zaid schedule or map shall b2 construed

as a representation by any party hereto as to the ownership of any interest other than such

-2




interc¢st or interests as are shown on said map or schedule as owned by such party.

Exhibits A and B shall be revised by the unit operator whenever chan

in tre unit area render such revisions neccssary or when requested by the Commissioner

of Public Lands, hereinafter referred to as "Commissioner."

All land committed to this agreement shall consitutute land referred to herein

as "unitized land" or "land subject to this agreement.”

2. UNITIZED SUBSTANCES. All oil, gas, natural gasoline and associated fluid

hydrocarbons in any and all formations of the unitized lands are unitized under the
terms of this agreement and herein are called "unitized substances.™

3. UNIT OPERATOR. PHILLIPS PETROLEUM COMPANY, whose address is Phillips Building,

4th and Washington Streets, Odessa, Texas 79761, 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, if any, and agrees and consents to accept the

duties and obligations of unit operator for the discovery, development ana production

of unitized substances as herein provided. Whenever reference is made herein to the

unit operator, such reference means vie 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 . :2ll 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 elected and approved in the manner provided for in Sect;on 5 of
this agreement. The resignation of the unit opzrator shall not release the unit operator
from any liability or default by it hereunder occurring prior to the effective date of

its resignation.




T

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 thes 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 ter-
minate his right, title or interests as the owner of a working interest cr other interost
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 werking interast
owners to the new duly qualified successor unit operator, or to the owners theréof if no
sucn new unit operator is elected, to be used for the purpose of conducting unit cgera-
tions hereunder, 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 opera-

tor or shall he remcved 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 successor unit operator; provided that, if 2 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 aggregate 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 accept in writing the duties and responsi-
bilitics of unit cperator, and (b) the selection shall have been approved by the
vommissioner, If no successor unit operator is selected and qualified as herein provided,

the Commissioner at his election may declare this unit agreement terminated.

-~
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€. ACCOUNTING PROVISICNS. The unit operator snall pay irn the first instance all
costs and expenses incurred in conducting unit operntions hereunder, and such costs and
expenses and the workirg interest benefits accruing hereunder shall bs 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 cwners of such interests,
whether one or more, separately or collectively. Any agreement or agreements entered
into between the working interest owners and the unit operatr: as provided in this sec-
tion, whether one or more, are tercin 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 inconsistencies or conflict between this unit
zgreement and the operating agreement, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically pro-

vided herein, the exclusive right, privilege and duty of exercising any and all rights
of the parties hereto which are necessary or convenient for prospecting for, producing,
storing, allocating 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 rights shall be deposited with said unit operator and, together with this agree-

ment, shall constitute and define the rights, privileges 2.1 obligations of unit operator.
Nothing herein, however, shall be construed to transfer title to any land or to any 1eése
or operating agreement, it being understood that under this agreement the unit operator,
in its capacity as unit operator, shall exercise the rights of possession and use vested
in the parties hereto only for the purposes herein specified,

2. DRILLING TO DISCOVERY. The unit opurator shall, on or bvefore February 16, 1975,

commence operations upon an adeguate test well for oil and gas upon some part of the
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lands embraced within the unit urea 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
sh~11 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 shall be
unwarranted or impracticable; provided, however, that unit operator shall nct, in any
event, be required to drill said well to a depth in excess of 14,500 foet, Until a dis-
covery of a deposit of unitized substances capable of being produced in paying quantities
(to-wit: quantities sufficient to repay the costs of drilling and vroducing operations
with a reasonable profit) unit operator shail continue drilling diligently, one well at a
time, zllowing not more than 6 months between the completion of one well and the teginn-
ing of the next well, until a well capable of producing unitized sutstances in paying
quantities 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 incapable of
producing unitized substances in paying quantities in "".; formation drilled hrereunder.

The Commissioner may modify the drilling requirements of this section by granting
reasonable extensions of time when in his opinion such action is warranted. Upon failure
to com..y with the drilling provisions of this article the Commissioner may, after reason-
able 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 cesse and
terminate as of such date,

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES: Should

unitized substances in paying quantities be discovered upon the unit area the unit opera-
tor shall on or before six months from the time of the completion of the initial discovery

w€ell and within thirty days after the expiration of each twelve months pericd thereafter

b




file a report with the Commissioner for his approval and Commission of the status of
the development of the unit area and the development contemplated for the following
twelve months period,

It is understoouvd that one of the main considerations for the approval of this
agreement by the Commissioner of Public Lands is to securs the orderly development of
the unitized lands in accordance with good conservation practices so as to obtain the
greatest ultimate recovery of unitized substances.

After discovery of a deposit of unitized substances capable of being produced in
paying quantities as herein provided, unit operator shall continue drilling diiigently,
one well at a2 time, allowing not more than six months between the final completiorn of one
well and the beginning of the next well, until the unit area has been fully developed to a
density of one well on each proration unit as prescribed by order of the 0il Conservation
Commission of New Mexico for the formation in which unitized substances are discovered.

If the unit operator should fail to comply with the above covenant for reasonable
development without prior consent or approval of the Commissioner of Public Lands, this
agreement shall terminate as to all lands of the State of New Mexico embracing regular

well spacing or proration units upon which no well has been drilled or commznced 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.

10. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of producing

unitized substances in paying quantities, the owners of working interests shall participate

in the production therefrom and in all other producing wells which may be drilled pursuant
hereto in the proportions that their respective leasehold interests covered hereby on an
acreage basis tears to the total number of acres committed to this unit agreement, and

such unitized substances shall be deemed to have been produced from the respective
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lensehold interests participabing therein. For the purpos: of determining any bonetits
aceruing under this agreement and the distribution of the royalties payable Lo Lhe State
of New Mexico and other lessors; and of overriding royalties, production payments and
other charges in addition to royality, each separate lease shall have alleocated Lo it
suck percentage of said production as the number of acres in =sach leasa respectively
committed to this agreemen! bears to the total numoer of acres committed hereto,

Notwithstanding any provisions contained hereir to the contrary, each working
interest owner shall have the right to take such owner's proportiorate 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 the unit operator the
right to sell or ctherwise dispose of the proportionate share of any working interest
owner without specific authorization from time to time so to do,

11. ALLCCATION OF PRODUCTION. All unitized substance produced from each tract

in the unitized area established under this agreement, except any part thereof used

for preduction cr development purposes hereunder, or unavoidably lost, shall be deemed
to be produced equally on an acreage basis from the several tracts of the unitized iand,
and for the purpose of determining any benefits that accrue on an acreage basis, each
such *ract shall have allocated to it such percentage of said production as its area
bears to the entire unitized area. It is hereby agreed that production of unitized
substances from the unitized area shall be allocated as provided herein, regardiess of
whether any wells are drilled on any particular tract of said unitized area.

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: All rentals due the

State cof liew Mexicc shall be paid by the respective lease owners in accordance with the

terms of th=2ir leases.

A11 royalties due the State of New Mexico under the ter..: of the leases committed

-&-
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to this agreement shall be computed and paid cn the basiz of 211 unitized ubobnnce:
11located to the respective leases committed hereto; provided, howevar, “he [Lary zholl

]

be entitled Lo take in xind its share of the unitizzd cubstaneces alicante

or

tive leases, and in such case the uvnit operstor shall make de2liveries of sueh roy-dny
oil in accerdance with the terms of the respective leases,

A1l rentals, if any, due under any leases ombracing lands other than the Ctabte of
New Mexice, shall te paid by the raspective lease owners in accordance with the tzrms of
their leases and all royaltiez due under the terms of any such 12asos shall be paid on
the basis ¢f 21l unitized substances allocated to ths respectiva lenses ccrmitizd hercte.

If the unit operator introduces gas obtained from sources other than tre unitized
substances into any prcducing {ormation for the purpose of repressuring, stimulating
or increasing the uitimate recovery of unitized substances theraf{rom, a 1iké amount of
gas, il available, with due allowance for loss or depletion from any cause may be with-
drawn f{rom the formation intc which the gas was introduced royalty free as to dry gas
but not as to the products extracted therafrom: provided, that such withdrawal shall
te at such time as may be provided in a plan of operation consented to by the Commis-
sioner and approved by the Commission as conforming to good petroleum engincering prac-
tice: and provided further, that such right of withdrawal shall terminate on the
terminaticn c¢f this unit agreement.

If any lease committed hereto is burdened with an overriding royalty, payment cut
of production or other charge in addition to the usual royalty, the cwner of sach such
lease shnil bear and assume the same.

13, LzZASES AND CONTRACTS CONFORMED AND EXT.NDED INSOFAR AZS THEY APPLY TO LANDS

WITEIN THE UNITIZED ARBA. The terms, condition:y and provisions of all leazses, subleases,

operating agreements and other contracts relating to the exploration, drilling dzvelcpmert




or opsrabicn for oil ¢r gae on vhe lands commitled to this agreement, :=kall -~c of the
sffective date hereof, te and the same 4re hereby oxpressly medifics and anended insofar
s they apply te lands within the unitized area to the extent necesszary to make the same
conform to the provisions hereof and so that the respective terms ¢f <ait lewves nnd
sgreements will be extended insofar as necessary to coincide with the term o this agrse-
ment and the approval of this agreement by the Commissioner and the respective lessors
and lessees shall be effective to conform the provisions and extend the terms cf each
such lease as to lands within the unitized area to the provisions and terms of this agree-
ment; but otherwise to remain in full force and effect. Each lesse committ:d to this»
agreement insofar as it applies tolands within the unitized area, shall continus in

furce beyond the term provided therein us long as this agreement remains in effect, rro-
vided, drilling operations upon the initial test well provided for herein shall have oeen
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. Terminaticn of
this agree@ent shall not affect any lease which pursuant to the terms thereof or anv
applicable laws would continue in full force and effect thereafter. The commencement,

completion, continued operation or prcduction of a well or wells for unitized substances

on the unit area shall be construed and considered as the commencenent, completion, con-
tinusd 6pération or production on each of the leasehold interest as to lands within the
unitized area committed to this agreement and operations or production pursuant to this
agreement shzll be deemed to be operations upon and production from each leasehcld iInterest
asg to lands within the unitized area committed hereto and there shall be no obligation on

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

committed hereto to drill offssts to wells as between the 1easehold interests committed

to this agreement, except as provided in Section 9 hereof.

-10-




Lny lease embracing laznds of the State of lNew Mexico of which only a portion is
committed herato shall be segregated as to the portion committed and as to the rertion
not committed and the terms of such leases shall apply separately as to two separate
leases as to such segregated portions, commencing as of the effective date hereof. Any
lease embracing lands of the State of New Mexico having only a portion of its lands com-
mitted hereto shall continue in full force and effect beyond the term provided therein as
to all lands embraced within the unitized area and committed to this agreemeni, in accord-
ance with the terms of this sgreement., If oil and gas, or either of them, are discovered
and are being produced in paying quantities from some part of the lands embraced in such
lease which part is committed to this agreement at the expiration of the secondary term
of such lease, such production shall not be considered as production from lands embraced
in such lease which are not within the unitized area, and which are not committed thereto,
and drilling or reworking operations upon some part of the lands embraced within the unit-
ized area and committed to this agreement shall be considered as drilling and reworking
operations only as to lands embraced within the unit sgreement and not as to lands em-
braced within the lease and not committed to this unit agreement; provided, however, as to
any lease embracing lands of the State of New Mexico having only a portion of its lands
committed hereto upon which oil and gas or either of them has been>discovered or is dis-
covered upon that portion of such lands niot committed to this agreement, and are being
produced in paying quantities prior to the expiration of the primary term uf such lease,
such production in paying quantities shali serve to con*inue such lease in full force and
effect in accordance with its terms as to all of the lands embraced in said lease,

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 regulationms.

~11-




15. DRAINAGE. In the event a well or wells producing oil or gas in paying quan-
tities should be brought in on land adjacent to the unit area draining unitized substances
from the lands embraced therein, unit operator shall drill such offset well or wells as
a reasonably prudent operator would drill under the same or similar circumstances,

16, COVENANTS RUN WITH LAND. The covunaris herein shall be construed to be cove-

nants running with the land with respect to the interests of the parties hereto and their

successors in interest until this agreement terminates, and any grant, transfer or con-

veyance of interest in land or leases subject hereto shall be and hereby is conditioned

upon the assumption of all privileges and obligations hereunder by the grantee, trans-

feree or other successor in interest., No assignment or transfer or any working, royalty
or other interest subject hereto shall be binding upon unit cperator until the first day
of the calendar month after the unit operator is furnished with the original, photostatic

or certified copy of the instrument of transfer.

17. EFFECTIVE DATE AND TERM. This agreement shall become effective upon approval
by the Commissioner and shall terminate in two years after such date unless (&) su::
date of expiration is extended by the Comnmissioner, or (b) a valuable discovery of unitized

substances has been made on unitized land during sald initial term or any extension there-

of in which case this agreement shall remain in effect so long as unitized substances are
being produced from the unitized land and, should production cease, so long thereafter as
diligent operations are in progress for the restoration of production or discovery of new
production and o long thereafter as the unitized substances so discovered can be pre-
duced 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 approval of the Commissioner, Likewise, the failure to comply with th.:

drilling requirements of Section 8 hereof may subject this agreement to termination as

=12~

L———_——




——

provided in said section.

18, RATE OF PRODUCTION. All production and the disposal thereof shall be in

conformity with allocations, allotments and quotas made or fixed by the Commission an‘:

in conformity with all applicable laws and lawful regulations.

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 be-

fore the Commissioner of Public Lands and the New Mexico Oil Conservation Commission,

and to appeal from orders issued under the regulations of the Commissioner or Commission

or to 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,

howaever, that any other interested party shall also have the right at his own expense

tuv 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 connection with the signatures hereto or to the ratification or

consent hereof or to such other address as any such party may have furnished in writing
to party sending the notice, demand or statement.

21, UNAVOIDABLE DELAY. All obligations under this agreement requiring the unit

operator to commence or continue drilling or to operate on or produce unitized substances
from any of the lands covered by this agreement shall be suspended while, but only sc
long as, the unit operator despite the exercise of due care and diligsnce, 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, unavoidabie accidents, uncontrollable delays

in transportation, inability to obtain necessary materials in open market, or other matters

-13-




beyond the reasonable control of the unit operator whether similsr to matters herein

enumerated or not,

22, LOSS OF TITLE, In the event title to any tract of unitized land or substantial

interest therein shall fail and the true owner cannot be induced to join th: unit agree-

ment so that such tract is not committed tc 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 cf the parties readjusted as a result of such tract

being eliminated from the unitized area. In the event of a dispute as to ths title to

any royalty, working or other interest subject hereto, the unit operator may withhold

payment or delivery of the allocated portion of the unitized substances invelved on

account, therecf 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, Unit

operator as such is relieved from any responsibility for any defect or failure of any

title hereunder,

23, SUBSEQUENT JOINDER. Any oil or gas interest in lands within tiz unit zrez net

comnitted hereto prior to the submission of this agreement 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 executing a ratificaticn thereof, and if such owner
is aliso a working interest owner, by subscribing to the operating agreement providing
for the allocation of costs of exploration, development and operaticn. A subsequent
Joinder shall be effective as of the first day of the month following 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 before participating in any benefits hereunder shall b=

required to assume and pay to unit operator their proportionate share of the unit expense

14~




incurred prior to such pa~‘y's or parties' Joinder in the unit agreement, znd the unit
operater shall make appropriate adjustments caused by such joinder, without any retro-
active adjustment of revenus,

2, COUNTERPARIS. This agreement may be executed in any number of counterparts,
ro one of which needs to be executed by all parties or may be ratified or consented to
by separate instrument in writing specifically referring hereto, and shall be binding
upon all those parties who have executed such a counterpart, ratification or consent
hereto with the same force and effect as if all such parties had signed the same document
and regardless of whether or not it is executed by all other parties owning or claiming
an interest in the lands within the above described unit area.

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

UNIT OPERATOR

PHILLIPS PETROLEUM COMPANY

By:
(Date) Attorney-In-Fact

Address: Phillips Building
4th and Washington Streets
Cdessa, Texas 79761

WORKING INTEREST OWNERS

MESA PETROLEUM COMPANY

e By:
\Date)
Address: 904 GIHLS Tower West
Midland, Texas 76701
GULF OIL CCRPORATION
By:
(Date)

Address: P. 0. Box 1150
Midland, Texas 79701




UNION OIL COMPANY OF CALIFORKTIA

By:
(Date)
Address: 300 Security National Bank Bldg.
Roswell, New Mexico 88201
AMOCO PRODUCTION COMPANY
By:
(Date)
Address: P. O, Box 3092
Houston, Texas 77001
STATE OF TEXAS i
COUNTY OF ECTOR §
On this _~ day of y 1975, before me personally appeared

, to me known to be the person who executed the

foregoing instrument as Attorney-In-Fact of PHILLIPS PETROLEUM COMPANY, a Delaware
Corporation, and acknowledged that he executed the same as the fres act and deed cof said

Phillips Petroleum Company.

Notary Public in ond for

My Commission Expires: Ector County, Texas
June 1, 1975
STATE OF TEXAS i
COUNTY OF MIDLAND ]
The foregoing instrument was acknowledged before me thié _____day of R
1975, by ’ of MESA PETHCLEUM
COMPANY, a Corporation, on behalf of said corporation.

Notary Public in and for

My Commission Expires: Midland County, Texas
June 1, 1975

STATE OF ]

COUNTY OF i

The forepgoing instrument was acknowledged before me this day of s

1975, by s of GULF OIL CORPORATION,

a Corporation, on behalf of said corporation.

Notary Public in and for
My Commission Expires: ~ County, _




s o

STATE OF ' i

COUNTY CF

The foregoing instrument was acknowlzdged before me this day of

1975, by ' ’ of UNION OIL COMFANY OF

CALIFORNIA, a Corporation, on behalf of said corporation.

Notary Public in and for

My Commission Expires: County,
STATE OF ¢
COUNTY OF ]

The foregoing instrument was acknowledged before me this day of ’
1975, by ’ of AMOCO PRODUCTION COMPANY,
a Corporation, on behalf of said corporation.

Notary Public in and for
My Commission Expires: County,

-16-~a
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ﬁ:HwH‘H— :w:
EAVES UNIT

LEA COUNTY, NEW MEXICO

ORR or
Serial No. and Production
Tract Number of Expiration Date Basic Royalty Payment Working Interest
No. Nescription of Land Acres of Leases (A11 12-1/2%) Lessee of Racord Percentage and Percentage
A1l in T21S~R33E
320
1. Sec. 29: Al 640.00 K-4738-5 State of N,M, Mesa Petroleum Co. Minerals Mesa Petro, Co. 100%
2-16-75 Ltd, - 6.25%
320
2. Sec. 17: SW/L & W/2 NW/4 400.00 K-5003-2 State ot N.M. Phillips Petroleum Co. Minerals Phillips Petro. Co. 100%
Sec. 18: SE/4 5-18-75 Ltd. - 5%
3. Sec., 8: N/2 Ni/y, NW/4 & 280.00 K-5642 State of N.M, Phillips Petroleum Co. None Phillips Petro. Co. 100%
NW/4 SE/L 1-18-76
L. Sec, 20: NW/4 160.00 K~5955 State of N.M, Phillips Petroleum Co. None Phillips Petro, Co. 100%
4L-19-76
5. Sec., 19: lLots 1 & 2, 312.04 K-6043 State of N.M. Phillips Petroleum Co. None Phillips Petro. Co. 100%
E/2 NW/L & NE/Y 5-17-76
6. Scr, 18: Lots 3 & 4, 151,87 L-6376-1 State of N.M. Amoco Production Co. None Amoco Production Co. 100%
E/2 SW/L 7-1-81
7. Sec, 19: Lots 3 & 4, 312,20 L-0678 State of N.M. Union 011 Co, of Calif, None Union 0il Co. of Celif. 100%
E/2 SW/L & SE/L 10-1-€1.
8. Sec. 17: E/2 & E/2 NW/4 400.00 1G-2046 State of N.M, Mesa Petroleum Co. None Mesa Petroleum Co. 100%
2-1-83
9. Sec, 8; S/2 BE/L, SUW/A, 360.00 L5-1144 State of N.M. Gulf 041l Corporation None Gulf Oil Corporation 100%
NE/L SE/L & S/2 SE/L 4-1-83 .
10, Sec. 20: E/2 & SW/L 480,00 wmawmoo State of N.M. Meso. Petroleum Co. None Mesa Petroleum Co. 100%
-1-83

10 Tracts (all State Lands) 3,496.11 acres in entire Unit Area




PROPOSED EAVES UNIT

3,496.11 acres, being all of Sections 8 and 17, S/2 Section 18 amd
all of Sections 19, 20 and 29, T215-R33E, Iea County, New Mexico

’ Acreage Percent
Gross Ret of Unit
Mesa Petr-leum Comparny '
E/2 & E/2 NW/l, Section 17-21S-33E 400,00  400.00
E/2 & SW/l, Section 20-215-33E 480.00 480,00
411 Section 29-21S-33E 640,00 640,00 L3.4769%

1,520.00 1,520.00

Phillipe Petrcleum Company

N/2 RE/l,, Wi/l & NW/L SE/l, Section 8-215-33E 280,00 280,00
W/l & W/2 Wi/l Section 17-21S-33E 240,00  240.00
SE/} Section 18-21S-33E 160.00  160.00
lots 1, 2, E/2 WW/4 & NE/l Section 19-21S-33E 312.04  312.04
Wi/l Section 20-21S-33E 160.00 160.00 32.9521%

1,152.04 1,152.04
Gulf 0il Corporation

S/2 NE/L, SW/4, NE/ SE/L & S/2 SE/l
Section 8-21S-33E 360.00 360.00 10.2971%

Unolon 0il Campany of California

Lots 3, 4, E/2 SW/4 & SE/I, Section 19-21S-33E 312.20 312.20 8.9299%

Amoco Production Company

Lots 3, 4, & E/2 SW/L Section 18-215-33E 153.87 151.87 4. 34,08
3,496.11 3,496.11 100.,0000%

" BEFORE EXAMINER STAMETS

| OIL CONSERVATION COMMISSION
Pi.‘[/.'ﬁg EXHIBIT NO. 3
CASENO. 5412 ;

Submitted by
Hearing Date__ G Fels7§




ldeal Basic Industries
Potash Company of America Division

P O 8ox 3t

Carisbad, New Mexico 88220
505 887-2844

H.N.Clark
Senior Vice President, Operations

January 8, 1975

Phillips Petroleum Company - ,ﬂc—w—r -~

Phillips Building STl T
Odessz, Texas 79761 N\ ;

Attention: Mr. E. M. Gorence
; LAND CECTION
Regional Landman aHILLIFS, PETROLELH CO.
Re: Eaves Unit
Lea County, New Mexico

Gentlemen:

This will acknowledge your letter of January 7 and advise
you that we will not object to an cil and gas drilling location
in the SW/SE of Section 18, T-21S, R-33E provided we are
furnished a copy of an open hole gamma-scnic log through
the salt section.

Very truly yours,

. : \&\\'\&(\.\,‘Q

H. N. Clark
Senior Vice President

cc: Mr., R. S. Fulton, U.S.G.S., Carlshad
Mr. Don Van Sickle, U.S,G.S., Roswell
Mr. A, L. Porter, New Mexico 0il Conservation Commission

o ETS
TUEFORE EXAMINER STAM
I ?ONGERVA TION COMMISS'ON

»g EXHIBIT NO. ____‘i
CASENO. B Hix - \

Submitted by

Hearing Date S Feb-’ 5




Sate of New Moo TELEPHONE

505-827-2748
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Commissioner of Riblic L ands - Ped.
PHIL R. LUCERO January 22, 1975 P. O. 80X 1148

COMMISSIONER SANTA FE, NEW MEXICO 87501

Phillips Petroleum Company
311 Phillips Building
Odessa, Texas 79761

Re: Propcsed Eaves Unit
Lea County, New Mexice

ATTENTION: Mr. E, M. Gorence
. Gentlemen:
We have reviewed the proposed unexecuted copy of unit agreement,
Exhibits "A" and "B" for the Eaves Unit Area, 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 project and as to form and content.

Please show the assignment number right after the lease number,
(K-4738-5, K-5003-2, L-6376-1),

Upon submitting the unit for final approval the follow1n° are re-
quired by this office,.:

1, Application for final approval stating all Tracts committed
and Tracts not comnitted,

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. Order of the New Mexico 0il Conservation Commission.

£. Your Initjal Plan of Operation.

Very truly yours,
, ) u [T A" : - PHIL R‘ LUCERO
AP Cor“bchv"‘m’ Of‘ AS1ON. COMMISSIONER OF PUBLIC LANDS
i? iij_ EXHIBIT NO.__ 5 é) 0
ARSDE = Uy i BY: 4 M
2 Lt ’ RAY D. GRAHAM, DIRECTOR
0il and Gas Division
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CASE 5404:

Fxaminer Hearing - Wednesday - Februvary 5, 1975 Docket No. 4-75

-3-

Applicarion of bavid C. Collier for an unorthodox oif}) well loca-
tion, Eddy County, New Mexico. Applicant, in the above-styled
cause . seeks approval for the unorthodox location of his Kersey
Well No. 1-Y, to be drilled 1980 feet from the South line and
2330 feet from the West line of Section 33, Township 18 South,
Range 28 East, Artesia Pool, Eddy County, New Mexico.

Application of Phillips Petroleum Company for a unit agreement,
Lea County, New Mexico. Applicant, in the above-styled cause,
seeks approval of its Eaves Unit Area, comprising 3,496 acres,
more or less, of State lands in Township 21 South, Range 33 East,
Lea County, New Mexico.

Application of Anadarko Production Company for three unorthodox
injection well locations and amendment of Order No. R-4907, Eddy
County, New ilexico. Applicant, in the above-styled cause, seeks
the relocation at unorthodox locations of three of its injection
wells Iin its Artesia State Unit Waterflood Project, all in Town-
ship 18 South, Range 27 East, Eddy County, New Mexico, as follows:
Well No. 6-2 to 1530 feet from the South line and 1310 feet from
the Wast line of Section 13; Well No. 7-1 to 10 feet from the North
line and 2580 feet from the East line of Section 23; and Well No.
10-1 to 1210 feet from the South line and 1435 feet from the East
line of Section 14, Applicant further seeks the amendment of
Order No. R-4907 to permit administrative approval of unorthodox
producing and injection well locations to within 200 feet of the
outer unit boundary.

Application of Continental 0il Company for an unorthodox gas well
location and simultaneous dedication, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval of a non-
standard 36C-acre gas proration unit comprising the SE/4 and E/2
SW/4 of Section 28 and the N/2 NE/4 and NE/4 NW/4 of Section 33,
both in Township 20 South, Range 37 East, Eumont Gas Pool, Lea
County, New Mexico, to be simultanecusly dedicated to its Meyer
B-28 A Com Acct. 2 Wells Nos. 2 and 3, located, respectively, in
Unit O of said Section 28 and in Unit B of said Section 33.

Southeastern Nomenclature case calling for the creation, abolish-
ment, and extension of certain pools in Lea and Chaves Counties,
New Mexico:

(a) CREATE A new pool ir Lea County, New Mexico, classified as an
oil pool for Abo production and designated as the South Brunson-
Abo Pool. The discovery well is the Cities Service 0il Company
State P Well No. 4 located in Unit M of Section 32, Township 22
South, Raage 38 East, NMPM. Said pool would comprise:

TOWNSHIP 22 SOUTH, RANGE 38 EAST, NMPM
SECTION 32: SW/4
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OIL CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF PHILLIPS PETRCLEUM COMPANY

FOR APPROVAL OF A UNIT AGREEMENT,

LEA COUNTY, NEW MEXICO CASE NO.

APPLICATION

COMES NOW PHILLIPS PETROLEUM COMPANY and applies to
the 0il Conservation Commission of New Mexico for approval
of its Eaves Unit Agreement, Lea County, New Mexico, as an
explorateory unit, and in support thereof woculd show the
Commission:

1. The unit area of the Eaves Unit consists of

3,496.11 acres consisting of the following described land:

Township 21 South, Range 33 East, N.M.P.M

Section 8 - All

Section 17 - All

Section 18 - S/2

Section 19 - All

Section 20 - All

Section 29 - All
all of which is State of New Mexico land. All formations
will be unitized.

2. Phillips Petroleum Company seeks designation as

Unit Operator. &As Unit Operator it proposes to drill a
test well in Section 18, Township 21 South, Range 33 East

to a depth of approximately 14,500 feet to test the Morrow

DOCKET MAILED
J= A5 /S




formation, or to production at a lesser depth.

3. The proposed unit has heretofore been submitted
to the Commissioner of Public Lands for approval.

4. The proposed unit is an area subject to efficient
development under a unit plan of operation, and approval of
this unit is in the interests of conservation and the pro-
tection of correlative rights. It is believed that approval
of the unit will result in the recovery of oil or gas, or
both, that would not otnerwise be recovered from the
area.

WHEREFORE applicant prays that this application be set
for hearing before the Commission or before the Commission's
duly appointed examiner, and that after notice and hearing
as required by law, the Commission enter its order approving

the Eaves Unit, and unit agreement.

Respectfully submitted,

PHILLIPS PETROLEUM COMPANY

KELLAHIN & FOX
P. O. Box 1769
Santa Fe, Now Mexico 87501

B%m\ . XLl

ATTORNEYS FOR APPLICANT
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KELLAHIN AND FOX

ATTORNEYS AT LAW
500 DON GASPAR AVENUE
POST OFFICE BOX 1769

wosent € romn SANTA FE, NEW MEXICO 8750| TELEPHONE ©82-4315
VW.THOMAS KELLAHIN AREA COoDE 305

January 19, 1975

By U e N
D [YE N N 7\‘5-1,-,

e R T
N N
i
: b
O CONSERVETION Clinm
Santa fe oA
0Oil Conservation Coummission
of New Mexico
P. O. Box 2008
Santa Fe, New Mexico 87501
ATTENTION: Ida Rodriguez
Dear Ida:
- Enclosed is the original and two copies of the
Application to be filed on behalf of Phillips Petro-
leum Company for approval of a unit agreement, Lea
County, New Mexico.
Yours very truly,
,
:"A‘k\/"‘—&""\
Jaébn W. Kellahin
JWK:ks
Enclosure
cc: Mr, Joe Peacock
w/ encls.
n-,
&l ISV vea ’—'—'U
Date /'/7’/*5
‘m_
F
.
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Ideal Basic Industries
Potash Company of America Division

H.N.Clark P O Rox 31
Senwor Vice Presdent, Cperations Carlat ag New Mosico 28220
500 &ri-o8244

January 8, 1975

Phillips Petreleum Company
Phillips Building
Odessa, Texas 78761

Attention: Mr, E. M. Gorence
Regional Landman

Re: Eaves Unit
Lea County, New Mexico

Gentlemen:

This will acknowledge your letter of January 7 and advise

vou that we will not object to an oil and gas drilling location

1 the SW/SE of Section 18, T-21S, R-33E provided we are

furnished a copy of an open hole gamma-sonic log through k
the salt section, ' '

Very truly yours,

\(\“& :QV\}.Q

H. N. Clark
Scnior Vice President

cc: Mr. R. S. Fulton, U.S.G.S., Carlsbad
Mr. Don Van Sickle, U.5.G.S., Roswell
Mr. A, L. Porter, New Mexico Oil Conservation Commission
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BEFO)RE THE
OIL CONSERVATION CCMMISSION OF NEW MEXICO
IN THE MATTER OF THE APPLICATION
OF PHILLIPS PETROLEUM COMPANY
FOR APPROVAL OF A UNIT AGREEMENT,
LEA COUNTY, NEW MEXICO CASE NOQ.

APPLICATIAON

COMES NOW PHILLIPS PETROLEUM COMPANY and applies to
the 0il Conservation Commission of New Mexico for approval

of its Eaves Unit Agreement, Lea County, New Mexico, as an

o exploratory unit, and in support thereof would show the

Commission:
1. The unit area of the Eaves Unit consists of

3,496.11 acres consisting of the following described land:

Township 21 South, Range 33 East, N.M.P.M

Section 8 - All

Section 17 - All

Section 18 - §/2

Section 19 - All

Section 20 - All

Section 29 - All
all of which is State of New Mexico land. All formations
will be unitized.

2. Phillips Petroleum Company seeks designation as

Unit Operator. As Unit Operator it proposes to drill a
test well in Section 18, Township 21 South, Range 33 East

to a depth of approximately 14,500 feet to test the Morrow




formation, or to production at a lesser depth.

3. The proposed unit has heretofore been submitted
to the Comiissioner of Public Lands for approval.

4. The proposed unit is an area subject to efficient
development under a unit plan of operation, and approval of
this unit is in the interests of conservation and the pro-
tection of correlative rights. It is believed “hat approval
of the unit will result in the recovery of oil or gas, or
both, that would not otnerwise be recovered from the
area.

WHEREFORE applicant prays that this application be set
fo: hearing before the Commission or before the Commission's
duly appointed examiner, and that after noticg and hearing
as required Ly law, the Commission enter its order approving

the Eaves Unit, and unit agreement.

Respectfully‘submitted,

PHILLIPS PETROLEUM COMPANY

BY W . i-(J.UaJ»_'
E SKELLAHIN s FOX

P. O. Box 1769
Santa Fe, New Mexico 875C1l

ATTORNEYS FOR APPLICANT
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BEFORE THE

OIL CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF PHILLIPS PETROLEUM COMPANY

FOR APPROVAL OF A UNIT AGREEMENT,

LEA COUNTY, NEW MEXICO CASE NO.

APPLICATION

COMES NOW PHILLIPS PETROLEUM COMPANY and applies to
the 0il Conservaticn Commission of New Mexico for approval
of its Eaves Unit Agreement, Lea County, New Mexico, as an
egploratory unit, and in support thereof would show the
Commission:

1. The unit area of the Eaves Unit consists of

3,496.11 acres consisting of the following described land:

Township 21 South, Range 33 East, N.M.P.M

Section 8 - All
Section 17 - All
Section 18 - S/2
Section 19 - All
Section 20 - All
Section 29 - All

all of which is State of New Mexico land. All formations

‘will be unitized.

2. Phillips Petroleum Company seeks designation as
Unit Operator. As Unit Operator it proposes to drill a
test well in Section 18, Township 21 South, Range 33 East

to a depth of approximately 14,500 feet to test the Morrow
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formation, or to production at a lesser depth.

3. The proposed unit has heretofore been submitted
to the Commissioner of Public Lands for approval.

4.  The proposed unit is an area subject to efficient
development under a unit plan of operation, and approval of
this unit is in the interests of conservation and the pro-
tection of correlative rights. It is believed that approval
of the unit will result in the recovery of oil or gas, or
both, that would not otherwise be recovered from the
area.

WHEREFORE applicant prays that this application be set
for hearing before the Commission or before the Commission's
duly appointed examiner, and that after notice gpd hearing
as required by law, the Commission enter its order approving

the Eaves Unit, and unit agreement.

Respectfully‘submitted,

PHILLIPS PETROLEUM COMPANY

BY(‘kM LQ- l‘(m
\\}KELLAHIN & FOX
P. O. Box 1769
Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT




BEFORE THE OIL CONSERVATION COMMISSION
dr.// OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
LLED BY THE OIL CONSERVATION
CMMISSION OF NEW MEXICO FOR

THE PURPOSZ OF CONSIDERING:

CASE No. 5412

- P AN
¢ e

Order No. R- 711434
APPLICATION OF PHILLIPS PETROLEUM COMPANY

FOR APPROVAL OF THE __EAVES
UNIT AGREEMENT, LEA COUNTY, NEW MEXICO. ‘\ /
C

v ORDER_OF THE COMMISSION /
BY THE .COMMISSION: <~

This cause came on for hearing at 9 o'clock a.m. on
Februaxy 5 , 1965 , at Santa Fe, New Mexico, before Examiner
Richard IL.. Stamets .

NOW, on this day of February , 19675, 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, Phillips Petroleum Company .
szeks approval of the Eaves Unit Agreement
. State
covering 5'496.,’ acres, more or less, of ¥FedsrxX lands
ALAXREE

deccribed as follows:

_LEA ___ COUNTY, NEW MEXICO
TAWNSHIP 21 SOUTH RANGE _33_EAST, NMPM

f;fcvﬁ77i7 é?' ; /;7/0/

Sectoom 17 o F//
:;c°7ﬁmﬁ, /87 ‘ Jf?ﬁz.
SecVims /7 omed 2027/

M’;‘ 29 . JAY




(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 Eaves Unit Agreement

is hereby approved.

(2) That the plan contained 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 nct 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 developmer.= 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 jecined or
ratified.

(4) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the

State of New Mexico (;\nd-bho ~ trector~OY ThE Uitted—fiates—0e0Iog -

Gal_igigpiﬂ that this order -anall 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.

DONE at Santa F2, New Mexico, on the day and year her<in-
above designated.




