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CASE 5849: KING RESOURCES COMPANY FOR7
APPROVAL OF THE IONG CANYON UNIT,
CHAVES COUNTY, NEW MEXICO -
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Unit Name

Operator U, V., INDUSTRIES

CANYON UNIT~-EXPLORATORY :

County CHAVES

. T~
DATE OCC CASE NO. (08437 EFFECTIVE TOTAL , T
(38 | _ SEGREGATION

APPROVED OCC ORDER No, R=5366 DATE ACREAGE STATE FEDERAL ___ INDIAN-FEE ___ CLAUSE TERY
Commissioner 0CC: N'WINN u‘@lﬂﬂ H@O@WO.OH pnPNmoHU H&o&%uu.oma ()= .NQ@ 5 yrs.
2-28-77 ¥ .

UNIT AREA h

TOWNSHIP 19 SOUTH, RANGE 19 FAST, NMPM

Sections 10 through 15: - All

Sections 22 through '27: All

Sections 34 through 36: All

TOWNSHIP 19 SOUTH, RANGE 20 EAST, NMPM

Sections 7 and 8: All
Sections 17 through 20: All
Sections 29 through 32: All

(13




¢ - ~ Unit Name ~LoXG_CANYON UNIT-EXPLORATORY .
A Operator U.V. INDUSTRIES )
County CHAVES
STATE LEASE INSTI- ) ’ RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP, RGE, SUBSECTION DATE ACRES NOT :
. RATIFIED LESSEE
26 /1-102i-4 Y C.S. 32 195 20E all 1-14-77 640.00 Ring Resources Co.
27 v~ 1=2754-3V -C.S. 18 19s 20E SE/4 , 1-14=77 160.00 King Resources Co.
28 S LP2755 v Port. 7 198 20E Lot &4, SE/4SW/4,S/2SE/4 1-14=-77 398.41 . King Resources Co.
Normal 8 195  20E s/2sw/4
17 - 198  20E /4
29 o 1~2757 v C.S. 20 193 20E N/2N/2, SW/4Wi/4, Wi/4sSW/4, ‘ 400.00 Michael P. Grace
. $/28/2 g
30 oL2917-37 c.s. 36 195 19E All | A@O E-d 640.00 Ring Resources Co.
31 v 1-3055Y  C.S. 12 195  19E S/2sW/4 8 200,00 Globe Minerals, Inmc.
13 19s 19 N/280 /4 \3 Q 19-77 U.V. Industries, Inc.
14 19s  19E SE/4SE/4 2 ¥ , .
32 -,\H\nbwmwnw.\ C.S. 34 19S 19E \m\mm\w \\d\ 1-14-77 160.00 King Resources Co.
33, ~\Hh|ommm.\ C.S. 1 208 19E ~ E/28E/4 : 80.00 Aminoil USA.Inc,
34, V. 16-1789-1 v c.s. 23 19s 19 NE/4NE/G T 1-27-77 £ 240.00 Robert K. Hillin
26 198 19E N/2SW/4, N/2SE/4, SW/4SE/4 114=77 . : King Resources Co.
35. ¢ 16-1790-1V Port. 23 198 19E SE/4NE/4, E/2SE/4 . 1-27-77 280.00 Robert K. Hillin
L Normal 24 19s 19 N/4N /G 11477 Ring Resources Co.
| 26 19s  19E E/2NE/4, SE/4SE/4 ,
36. ~\S-.S£L\ C.S. 2 7 208 19E lots 1, 2, 3, 4, 5, 6, 7, 8, 9,  1=27-77 727.88 Robert K. Hillin
10, 11, 12, s/2 1-14-77 Ring Resources Co.
37. v/ 16-2419-1v" Port. 35 19s  19E S/2SE/4 , v 1-27-77 80.00 Robert K. Hillin
Normal : 1=14~77 _ . King Resources Co.
8. ¥ 1G-2475-1v" Port. 12 19s 19 SW/4Na/4, w/2sw/4 " 1=27=77 200.00 Robert K. Hillin
Normal i , le14=77 : ‘ Ring Resources Co.




. v _ Unit Name  LONG ‘CANYON UNIT-EXPLORATORY

* - Operator U, V. Industries
County. CHAVES
STATE LEASE  INSTI- | | RATIFIED ACREAGE
TRACT NO.  NO. TUTION SEC. TWP. RGE, SUBSECTION DATE ACRES NOT
| : RATIFIED LESSEE
39 16-2476 v~ C.s. 31 195  20E NE/4NE/4 'NOT_COMMITTED 40.00 Great Westarn Drilling
40 Unleased  C.B, 35 195  19E S/25W/4 . , 80.00
41 Unleased  C.S. 1 208 19  Tots 1, 8 &9 _ 101.86
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UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL. SURVEY
FEDERAL CENTER, DENVER, COLORADO 80225

JAN 1d w7

“/Z(.f;f ol y(/ “‘“Ii

King Rasources Company
Attention: Mr, Greg Faith ;
P. 0. Box 9698, South Daenvar Station
Denver, Colorado 80209

Gantlemen:

Your application of November 30, 1976, filed with the Assistant
Avea 01l and Gss Supervisor, Roswell, Now Mexico, requeats the
designation of the Long Ganyon unit area dmbracing 18,477.01 acras,
nore or Jess, in Chavas CGounty, New Mexi{co, &8s logicnlly subject to
exploration and developmant under unitisation provigions of the
Mineral Leasing Act, as aménded, Our racords show the unit area
anbraces 18,880,01 acres, Please recheck your acreage computations,
and {f eppropricte, correct thase figures prior to submitting the
unit agreement for final approval.

Pursuant to unit plan regulations 30 Q¥R 226, the land requested as
outlined on your plat usrked "Bxhibit 'A' Long Canyon unit, Chavas
County, New Mexico' is hereby deaiznated as a logical unit avea,

The unit agreement submitted for the ares designated should provide
for a well to test 4ll formations of PennaylvanimmAge or to a dapth
of 6,000 feet, Your proposed use of the Form of Agreemant for
Unproved Areas, mod{fied for State lands as shown in your application,
will be accapted, provided it is further modified as followss

Add the words 'gs amandad" after (30 F.R, 12319) in
Section 26, Nondiscrimiration,

1f conditfons &re such that furcher mod{fication of said standard form
is deemed necessary, two copies of the proposed modifications with
appropriste justification must be submitted to this office through

the 011 and Gas Bupervisor for preliminaxry approval,

IN REPLY REFER TO!
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In the absence of any othexr type of land requiring special provisions
or of any objections not now appavent, a duly executed agreement
identical with said form, modified as outlined above, will be approved
if submitted in approvable status within a reasonabla period of time.
However, notice is heraby given that the xight is reaerved to deny
approval of any executed agreement submitted which, in our opinton,
doas not have the full commitment of sufficient lands to afford

effective control of operations in the unit area.

When the executed agreemént is transmitted to Rbawall, New Mexico for
approval, include the latest status of all acreaga, In preparation of
Exhibite "A" and "B", follow clossly the format of the sample exhibits
attached to the 1968 reprint of the aforementioned form. ‘

Inasmuch as this agreement involves State land, we ars sending & copy
of the letter to the Commissioner of Public Lands., Plesse contaot

the Stete of Néw Maxico before soliciting joinders regardless of prior
contects or clegrance from the Stata,

Sinceraly youre,

Ragionsl Conservation Manager
for the Director

Enclosure
cct

N.M,0.C,C., Santa Fe -4—&&K This Copy for
Comm, Pub, Lands, Santa Fe



COMMISSIONER
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Commtssloner of Riblic Lanc[s
PHIL R. LUCERO g ) P. O. BOX 148
August 10, 19?7 SANTA FE, NEW MEXICO 87501

UV_Industries

19¢th Floor thiversity Club Buildi -

y ne '7/7’1 AT

136 South Temple
Salt Lake City, Utah 84111

Re: Long Canyon Unit
Chaves County, Nav Mexice

IERMIBATION

Gentlement

By your letter of July 26, 1977, to the United States Geological
Survey, you requast termination of tha lougy Canyon unit sgreement. The
Unitaed Ststes Geological SBurxvey approved Tthé terminstion on August 9,

1977.

This is to officially notify you that the Commissioner of Public
Lands has this approved the temination of the Long Canyon Unit, effactive

as of July 29, 1977.
Please notify all intexrested psrties of this maftar,

Very truly yours,

PHIL R, LUCERO
COMMISS IONER OF PUBLIC LANDS

BY1
RAY D. GRAHAM, Direstor
01l and Gas Division

PRL/RDG/s :
Gt USGS=Roswall, New Mexfico

UsGs-Albuquarque, New Mexico
OCC~ Santa Fa, NHew Hexico, —



Page
1 BEFORE THE
- NEW MEXICO OIL CONSERVATION COMMISSION
2 Santa Fe, New Mexico
' February 2, 1977 ’ -7
,- 3
, EXAMINER HEARING
4
5 )
IN THE MATTER OF: )
- 6 _ )
Application of King Resources Comgany ) CASE
7 L for a unit agreement, Chaves County, ) 5849
_— New Mexico. : )
8 )
- B aff -
e % BEFORE: Daniel S. Nutter, Examiner
2 3 10
- g y S , : '
“ RS 1 TRANSCRIPT OF HEARING
BOA2 S '
g -
. gl :00.‘
assiz APPEARANCES
2? R 13 : ’ : A
I . '
_ -58‘—-?§ For the New Mexico 0il Lynn Teschendorf, Esq.. -
‘B igs 14 Conservation Commission: Legal Counsel for the Commission{f
af;:g . State Land Office Building
» o = 15 Santa Fe, New Mexico
. e .
: » 0 _ ‘ ,
“ 8 16 | For the Applicant: Jason W. Kellahin, Esq.
. ‘ .~ KELLAHIN & FOX
s 17 Attorneys at Law
T : 500 Don Gaspar
P 18 Santa Fe, New Mexico.
Fud .
o 19
p )
g 20
el
- 21
- 22
23
. 24
25
: i




Page
‘ INDEX
2
- 3 [| GREG FAITH
4 || pirect Examination by Mr. Kellahin
5 | Cross Exdmination by Mr. Nutter
- 6 || CHARLES E. WILLIAMS
7 || Direct Examination\by Mr. Kellahin
8 || Cross Examination by Mr. Nutter
I .
~ 3 9
o %
2 3 10
. B
; @ g
‘ £z M
S -t
B idd
» 5 §§§ 12 | : EXHIBIT INDEX
- gag |
fas 13 ’ Offered Admitted
~  @s=E
. = oL
§§§_°‘ 14 || Applicant's Exhibit One, Plat 4 7
- ) '
g% \ |
- . g 15 || Applicant's Exhibit Two, Unit Agreement 6 7
LG . .
8 16 || Applicant's Exhibit Three, Schedules 7 7
17 || Applicant's Exhibit Four, Structure Map 12 15 |
. 18 || Applicant's Exhibit Five, Structure Map 12 15
4
19
: 20 ’ |
cer 21
- 22
: 23
24
'" 25
i
H




Page 3

1 MR, NUTTER: We will call next Case Number 5846.
2 MS. TESCHENDORF: Case 5849, application of King

- 3 || Resources Company for a unit agreement, Chaves County,

4 || New Mexico.

5 MR, KELLAHIN: If the Examinexr please, Jason Kellahin
— 6 || appearing for the applicant and we have two witnesses to be
7 || swoxrn,
8 (THEREUPON, the witnesses were ‘duly sworn.)
- 3 9
@ @ §
%'g 10 GREG FAITH
2 ,
- -8 = ' ‘ ;
1 £z 11 || called as a witness, having been first duly sworn, was
i §58 12 || examined and testified as follows:
8582 ‘
2 %(28 P
it 13
- §o-§
Ea= 14 DIRECT EXAMINATION
g
- - s 15 | BY MR. KELLAHIN:
= d
Q
' 4 16 0. Would you state your name, please?
~.‘ * . .
: 17 A My name is Greg Faith.
.t :
" 18 0. Mr. Faith, by whom are you employed and in what
- 19 || position?
-3 ) .
: 20 A King Resources as Senior Landman.
et
N 21 0. In connection with your work as Senior Landman for
- 22 || King Resources do you have anything to do with assembling
: 23 || the acreage and negotiating the unit agreement which is before
. 24 || the Commission at this time?
}
~ s . A Yes, I handled the matter completely.
1l

<




1 0. Are you an attorney?

2 A Yes.
- 3 MR. KELLAHIN: Are the witness' qualifications

4 || acceptable?

5 MR. NUTTER: Yes, they are.
— . 6 0. {(Mr. Kellahin continuing.) Mr. Faith, what is
7 | proposed by King Resources in this applicat;on?
8 A This is an application which is pending before the
9 I USGS and before the State of New Mexico to perform an explora-
10 tqry unit cdvering some eighteen thousand, eight hundred an@
1 eighty acres in Townships 19 and 20 Fast, Ranges 19 South and

124 20 South, Chaves County, New Mexico.

13 0. Now, referring to what has been marked as the

Phone (505) 982-9212

14 || Applicant's Exhibit Number Oneé, which is a plat of the unit

General Court Reporting Service
825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

15 || area, do you'have hefore you a plat showing the acreage that

sid morrish reporting service

16 || has already been committed? - J

17 A Yes, the plat that the Examiner has is not colored

» 18 }| but the plat I have is colored and I'11 show it to you right
a 19 || now.
20 The pink coloring indicates acreade which is

21' presently committed to the unit agreement. We have circulated

22 || the ratification and joinders and that represents approximately
23 |l eighty percent. We also have verbal assurances from another
24} ten percent.

- f 25 . MR, NUTTER: You are talking about working interest

4




Page_. _ 5
1 || ownerss
2 A Working interest owners.,
. 3 MR. NUTTER: You have eiqghty percent committed?

4 A Eighty percent committed and verbal assurances from
5 || another ten perceﬁt, approximately, that the partiéipation in
~ 6 ;he unit agreemént has been recommended to the company's

7 ﬁanagemgnt.
8 0 {(Mr. Kellahin continuing.) Do you anticipate then
9 || that you will have at least ninety percent?
10 A At least ninety percent, we expect more but we're
11 || not certain at this time.
12 0. And has the proposed unit agréémeﬁg:been submitted

13 || to the United States Gevlogical Survey and the State Land Offia

Phone (505) 982-9212 -

General Court Reporting Service
825 Calle Mgjia, No. 122, Santa Fe, New Mexico 87501

14 A The unit agreement and related materials have '

16 || been submitted to the USGS. They received area and depth

sid morrish reporting service

16 }| designation January l4th and they have been submitted to the

17 || State Land Office and have received preliminary approval from

o

. 18 || the State Land Office.

N 19 " 0. So you have prelimirary approval from both the

20 Departmeht of the Interior aﬁd the State?

. 21 A That is correct.

- 224 - 0. Is there any fee land in this unit?

; 23 . A No fee land.

. 24 G What is the unit composed of then?

- 25 A It's composed of ~-- he's got my figures riéht now.

-




Page (&)

11 Tt's on the bottom of the exhibit. ‘I forget the exact figures,
2 || something like -~ twenty-three percent State land and seventy-
31 six percent is Federal land ~- seventy-seven percent 1s

4 || rederal land.

5 / 0. What is the name of the uﬁit?

6 A The name of the unit is the Long Canyon Unit. It's

7 an approved name. |

8 0 Now, this is an exploratory unit, is it not?

9 A. Yes, it is. The location of the initial test well

10 will be on a State lease.in Section 26 of 19 South, 19 East.

Ml It will be the northeast of the southwest quarter. |

o~

5 | :

g 0 And that initial test will be drilled to what | -
8 13 || depth? . ‘,
g |
& 14 A. It will be drilled to a depth adequate to test the |

sid morrish reporting service
General Court Reporting Service

15 || top of the Mississippian formation, we only estimate the w

825 Calle Mejia. No. 122, Santa Fe, New Mexico 87501

16! depth. w

17 0. And you do have a geological witness who will
18| testify as to the unit? ‘i
19 A Yes, we do. - : |

20 Q. Now, referring to what has been marked as Exhibit

22 || unit agreement which has heretofore been approved by this
23 | Commission and the State and Federal agencies?

21 || Number Two, a copy of the unit agreement, is that a form of
24 a. Yes, it has not been approved by this Commission

25 || yet but it has been approved by the State Land Office and the

ol




sid morrish reporting service

General Court Reporting Service
825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

Phone (505) 982-9212

10
n
12
13
14

15

21
22
23
24

25

Department of the Interior.
0 It is of a tyve that heretofore has been approved

in other cases?

A, Oh, ves.

Q. Similar to?

A Word-for-word.

Q.  No majer chénges in it?

A, No major changes.

0. Referring then to what has been marked as Exhibit

Number Three which is a schedule of the leases, does that
réflect all of the leases that are shown on your Exhibit
Number One?

A Yes, it reflects all of the leases as well as
whether a lease is a State lease or a Federal;lease; i£
reffécts all overrides and all working interest owners.

0. Now, were Exhibits One, Two and Three prepared by
you or under your supe&vision? i} .

A kYes.‘

MR. KELLAHIN: At this time T offer into evidence
Exhibits One, Two and Tﬁree. |
MR. NUTTER: King Resources Exhibits One through
Three will be admitted into evidence.
| fTHEREUPON, King Resources Exhibifs One

O e

through Three were admitted into evidence.) e




- Page , -8

1 CROSS EXAMINATION
2 || BY MR, NUTTER:

- 3 0. Mr, Faith, what section is it of the unit agrcement

4  that has the description of drilling to discovery, the

5 frequfred well, where would that bhe?

- , 6 A It would be on page, T believe seven. We have a
7 |depth of 'six thousand feet in. the unit agreement that is an
8 | estimate but I believe the approval of the USGS was framed

9 || that the test would test the top of the Mississippian.

16 || cover?

S
2
@ % _ .
-E 8 10 0. So when you go through the Pennsylvanian you will
. » .
21 @ L= N . .
: ;égﬂ 11 || be down to the Mississippian and fulfill the obligation?
t 1 I A
B ss , ,
- 'gggg 12 A. Fulfill the obligation, that's correct.
Lo Bd3g | |
; ¢ T 13 MR. KELLAHIN: May I ask a guestion?
: B~ § |
| o 3SE .
P L 14 MR. NUTTER: Yes, sir.
R © 5d
; Euu. y “,
: o 15 MR. KELLAHIN: What formations does this agreement -
.a ‘ 3
Q
-]

i 17 A Weil, we expect it to be unitized as to all forma-

18 jf tions. It is an exploratory unit and we would like to have

¢

19 || the option to go deeper also.
20 ' MR. NUTTER: Are there any further questions of

2t || this witness? He may be excused.

al 22 (THEREUPON, the witness was excused.)
-~ 3 MR. KELLAHIN: Call Mr. Williams.
24
- 25
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General Court Reporting Service
Phone (505) 982-9212

d morrish reporting s
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Page 190

CHARLES E. WILLIAMS

called as a witness, having been first duly sworn, was

examined and testified as follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

0 Would‘you state your name, please?

A Charles E. Williams.

0. What business are you‘engaged in, Mr. Williéms?

A. Geological.

0. Are you a consulting geologist or are you employed

by King Resources?

A I'm eﬁployed by King Resources.

0. ‘What is your position with King Resources?

A I'm District'Geolégist.

0. In conpection with your work have you evef testified

before the 0il Conservation Commission?

A No, sir, I haven't.

0 For the benefit of the Examiner would you briefly
outline your education ana experience as a-geologist?:

A, I have a Bachelor of Science degree in geology. I
have worked three years in geophysics; I have wofked eight
years as a geologist in Canada and the last seven years with
King Resources in Denver.

0 Now, in connection with your work did you examine

!I
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General Court Reporting Service
825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

Phone (505) 982-9212
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14

15

16

17

18

19

20

21

22

23

24

25

the area which covered approximately six hundred square miles

Page 11

the area involved in the Long Canvon Unit, the subject matter

of this case?

" A Yes, sir, I did. -
0. And you performed this personally or under your

supervision, all of the work?

A Partly.

Q. Partly? —’ 5 H
A We used a cOnsultant,(both of us.

0. And you w;rked together‘with~a censultant, is ‘

that correct?

A Right, that is corregt;

MR. KELLAHIN: Are.the witness' qualifigations
acceptable?
MR. NUTTER: Yes, theyuare.

0 (Mr. Kellahin continuing.) Now, Mr. Williamns,
how aid you arrive at the proposed unit boundaries in this
particular area? What was your preliminary work, what was "
the nature of it? |

A. Well, we started out as a comprehensive.study of

and in this area we looked at apprdximately sixty-five wells

and we evaluated all of the data available from these wells

and the structure maps that you have in front of you in this

area is also based on gravity, photo geology and magnetics,

'

so it is interpretive.
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Page 12

0 - Now, when you talk about the structure map are you
talking about Exhibits --
A Exhibits One and Two.
0 They are now designated, I believe, as Fouf and
Five or is it Five and Six?
MR. NUTTER: we've got Four and Five.
0. (Mr. Kellahin continuing.) Four and Five, Those are
tlie exhibits you are referring to?
| A, Yes, sir, that's right.
-0 Now, just what information do you show on Exhibits‘
Four and Five? |
A Exhibit Four is a structure map on the Cisco Canyon
oyerlain with net pordsity of the Strawn formation which we
feel is one of the productive zones of this area.

Exhibit Five is a structure map on the Atoka. Aléo 

it is overlain with the net porosity within the Strawn.
formation.
0. Now, there is no control data available to you except

one well, is that correct?

A That's correct. N P

0. And what’is the situation in regard to thatjgdé, is
it produéing? )

A. No, it was drilled in 1966 by Texas 0il & éas.

MR, NUTTER: Mr. Williams, is that the well that's

in Section 17 identified as the No. 1 Federal A on your !
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sid morrish reporting service

. General Court Reporting Service
825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

Phone (505) 982-9212

20

Page_ . __._ 13.

Exhibits Four and Five?
A That's correct.
MR. NUTTER: Okay. 4Drilled when, please?
! A In 1966.
| 0. (Mr. Kellahin continuing.) And what was the results
of that well, what happened?

A. ‘They~drilled dsﬁn to approximately sixty«twq hundred
feet and tested gas out of the Strawn formation, they
:cbntinued on to seventy-one, eighty-six in the Siluro-bevonian.
They-plugged back and attempted completion- in the Strawn for

approximately nine months and in evaluating the zone they'

14
15°
16

17

18 U

19

21

22

23

24

25

l 0. Now, on the contour interval shown on your Exhibits

got approximately three million cubic feet of gas out of the

zone but they eventually plugged the well.

Four and Five, the contour is interpretative based on the
matter you discussed, photo controls and magnetic and what elss

A Gravity.

0. Gravity survey. Now, when you show porosity
development in there, on what do you base that?

A Well, like I said to begin with, this was a
qomprehensive study of the area and‘those two exhibits are
just a portion of the area studied and the porosity is based
upon' a ten percent cutoff within the Strawn formation and as
vou can see on the exhibit, we feel that the porosity is

better developed to the west of the Texas 0il & Gas well. e
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1 0. And that's the reason for the location of your

2 I initial well on-this unit, is that correct? |

3 A That's correct. |

4 0. Now, &ou heard the previous witness, Mr. Faith,

5 testify that you propose to drill to test the Mississippian,
6 ‘what zones would you expect to encounter in this well?

7 * A _ Well, the main objective in the area is the Strawn

g | but we feel that you can see on the structure map on the

9 || Cisco Canyon that we do have quite a large structure. There

10 again_it is interpretive so we feel that the Cisco Canyon zone

11 || could be developed and then you have the Strawn and. then you

ing service

to

12 | have the Atoka and we feel that there is no Morrow in the

h repor
General Court Reporting Service

825 Calle Mejia, No, 122, Santa Fe¢, New Mexico 87501

13 || area, just from the data available. And then your TD would be

Phone (505) 982-9212

rris

d mo

14l in the top of the Mississippian.

15 0. Now, this unit is composed of eighteen thousand,

81

16 | eight hundréd and eighty acres. How was the unit boundary

17 || established?

18 .uA Well, the northern unit was established by the

18 || net porosity, fhe twenty-fiﬁe foot contour on the net porosity.
20 || The eastern boundary was established by a fauit and that would
21 || be on Exhibit rive and also the proximity to the Texas 0il &

22 J| Gas well in Section 17. The south boundary and the west

23 || boundary includes on the Cisco Canyon the plus two hundred fobt

24 || contour ‘value and to the west I can say that you are getting

25 || farther away from our control and also we feel that the better
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1 || porosity is developed on the east flank of the structure that
2 || we have drawn.

3 0. Now, in your opinion as a geologist will approval

4 |t of the‘unit in the size and shape proposed by King Resources
5 ||<give the operaﬁor effective control of any producing'formationF
— 6 || that might be encountered in this area?

7 A Yes, sir, I do.

8 . 0. Were Exhibits Four and Five prepared by you or under

9 | your supervision? ‘ .

=
2
Q 9 ®
.E 8 10 A Partially.
-3
;§3N 1 MR. KELLAHIN: At this time we would like to offer
A Z s P
8 2ea
- ‘g‘ggg 12 | Exhibits Four and Five.
SSA
AR . - e . ey ® f o
& ‘§N-?.1 13 MR. NUTTER: Applicant's Exhibits Four and Five
= 89
~ ]
& §£f 14 | will be admitted into evidence.
e 8.d
=Ky
- - 15 (THEREUPON, Applicant's Exhibits Four and
-a E
3 16 ‘ Five were admitted into evidence.)
17
18 CROSS. EXAMINATION
19 || BY MR. NUTTER:
M: 20 0. Mr. Williams, how many wells on these two exhibits
. 21] have penetrated the Morrow formation?
o 22! A None. We do not feel that the Morrow is develored
B 23 ll in this area.
24 Q. I see. But with your obligation to go to the

- 25 || Mississippian you will pass through the Morrow?
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1 A If it's present, vyes.

2 0. So you would have a chance to look at it if it's

4 A That's correct.
5 MR. NUTTER: Are there any further questions of this
6 [| vitness? He may be excused.

7 (THEREUPON, the witness was excused.)

; 8 MR. NUTTER: Do you have anything further, Mr.
9 || Kellahin?

10 MR. KELLAHIN: ©No, that's all we have, Mr. Nutter,

rvice

11 {| thank you.

121 - MR. NUTTER: Does anyone have anything to offer in
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MR. NUTTER: We will call next Case Number 5849,

2 MS. TESCHENDORF: Case 5849, application of King

P

3 || Resources Company for a unit agreement, Chaves County,

4 | New Mexico.
5 ' MR. KELLAHIN: If the Examiner please, Jason Kellahin

6 | appearing for the applicant and we have two witnesses to be

‘7: sworn.
. 8 (THEREUPON, the witnesses were duly sworn.)
. . 0

10 , GREG FAITH

11| called as a witness, having been first duly sworn, was

g Service

825 Calle Mdjia, No. 122, Santa Fe, New Mexico 87501

b
£s8 ,
- §58 12 | examined and testified as follows:
VB~
20
PR 13
- Siof-
. CEF ]
. §2& 14 DIRECT EXAMINATION
v
QO

15 || BY MR. KELLAHIN:

sid morrish reporting service

16 Q0 Would you state your name, please? i
17 A My name is Greg Faith. = | J
18 Q Mr. Faith, by whom are you employed and in what

19 || position?
20 A King Resources as Senior Landman.
21 Q@ In connsction with your work as Senior Landman for

‘ 22 || King Resourcesfdo you have anything to do with assembling

23 || the acreage and negotiating the unit agreement which is before
24 || the Commission at this time?

- .26 A Yes, I handled the matter completely.
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Q Are you an attorney?

A Yes.

MR. KELLAHIN: Are the witness' qgualifications
acceptable? |

MR. NUTTER: Yes, they are.
Q (Mr. Kellahin continuing.) Mr. Faith, what is
proposed by King Resources in this application?

A This is an application which is pending before the
USGS and before the State of New Mexico to perform an explora-
tory unit éoyering some eighteen thougand, eight hundred and
eighty acres in Townships ;9 and 20 East, Ranges 19 Sout@ and
20”South, Chaves County, New Mexico. | |

0 Now, referring to whatvhas been marked as the
Applicant's Exhibit Number One, which is a plat of the unit
area, do you have before you a plat showing the acreage that
has already been committed?

A Yes,'thé plat that the Examiner has is hot coloréd -
but the plat I have is colored a;d T'11 show it to you right
now.

The pink coloring indicates acreage which is
'presently committed to‘thé unit agreement. We have circulateéﬁ
tﬂe ratificétion and ﬁoinders and that represents approximately
eighty percent. We also have verbal assurancee from another
ten percent.

MR. NUTTER: You are talking about working interest
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owners?
A Working interest owners.
MR. NUTTER: You have eighty percent committed?
A Eighty percent committed'énd verbal assurances frcm

another ten percent, approximatély, that the participation in
the unit agreement has bheen recommended to the company's
management.,

Q. (Mr. Kellahin continuing:) Do you anticipate then
that-you will have at least ninety percent? |

A At least ninety percent, we expect more but we're

not certain at this time.

A That is correct.
0. Is there any fée land in this uﬁit?
A No fee land.
l 0. what is the unit composed of then?
R It's composed of -~ he's got my figures right now.

o And has the proposed unit agreement been submitted

A The unit agreement and related materials haVve
‘been submitted to £he USGS. They received area and depth -
designation January l4th and they have beeﬁ submitted to the
State Land Office and have received preliminary ;pproval from
the étate Land Office.

0 So you have preliminary approval frdﬁ both the

Department of the Interior and the State?

.
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T forget the exact figures,
something like ~- twenty-three percent State land and seventy-
six percent is Federal'land ~-- geventy-seven percent is
Federal land. |

Q What is the name of the unit?

A The name of the unit is the Long Cahy&h Unit. it's
an approved name.

0. -Now, this is an exploratory uﬁit, is it not?

Al Yes, it is. The location of the initial test well
will be on a State leasge in Section 26 of 19 South, 19 East.

It will be the northeast of the southwest quarter,

. And that initial test will be drilled to what
“depth?
A It will be drilled to a depth adequate to test thé

top of the Mississippian formation, we only estimate the
depth.

0 And you do have a geological witness who will
testify. as to the unit%

A Yes, we éo. '

Q -Now, referring to what has been marked as Exhibit
Number Two, a copy of the unit agreement, is tﬁat a form of
unit agfeement which has heretofore been approved by this
Commission and the State and Federal a;éncies?

A Yes, it has not been approved by this Commission

vet but it has been approved hy the State Land Office and “he
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0 It is of a type that heretofore has been approved

in other cases?

A Oh, ves.

0 Similar to?

A Word-for;word;

0. | No major chan¢aes in it?
A No major changes. ’

Q. Referring then to what has been marked as Exhibit

Number Three which is’a schedule of the ieases, does that
reflect all of the leases that are shown on your Exhibit
Number One?

A Yes, it reflects all of the leases as well as

Iwhether a lease is a State lease or a Federal lease; it

reflects all overrides and all Qorkiﬂg interest owners.
0. Now, were Exhibits One, Two and Three prepared by
>§ou or under your supervisioﬁ?
A Yes.
MR. KELLAHIN: At this time I offer into evidence
Exhibits One, Two and Three.
MR, NUTTER: King Resources Exhibits One through
Three will be admitted into evidence.
(TﬁEREUPON, King Resources Exhibits One

through Three were admitted into evidence.)
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CROSS EXAMINATION

BY MR. NUTTER:

Q Mr, Faith, what section is it of the unit ag;eement
that has thevdeséription of drilling to discovery, the
required well, where would that be?

A It would be on page, I believe seﬁen. We have a
deptﬁ of six\thousénd feet:in'the unit agreement that is an
éstimafe buﬁ I believe the approval of the USGS was framed
that the test would test the top of the Mississippian.

0. So when you go through the Pennsylvanian you will
be‘doﬁn to the Mississippian and fulfill the obligatioﬁ?'

A - Fulfill the obligation, that'é correct.

MR. KELLAHIN: May I ask a question?

MR. NUTTER: Yes, sir.

MR. KELLAHIN: What formations does this agreement
cover? |

A Well, we expact it to be unitized as to all fgrma~
tions., It is an exbloratory unit and we would like to have
the option to go deeper also.

'MR. NUTTER: Are there any further questions of
this witness? He may be excugeé.
(THEREUPON, the witness was excused.)

MR. KELLAHIN: Call Mr. Williams.
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1] CHARLES B. WILLIAMS

2 || called as a witness, having been first duly sworn, was

P

3 || examined and testified as follows:

5 DIRECT EXAMINATION

6 | BY MR. KELLAHIN:

7 0  Would you stat. your name, please?
8 A Charles E. Williams,
g g 9 0. What business are you engaged in, Mr. Williams?

o~
& oo
~§ 8 10 A Geological,

»
iééﬁ 11 0. Are you a consulting gevologist or are you employed

[T s .
0 _500;\ } N
- §§:§ 12 || by King Resources?
g‘urg/-\ .
@ XA g
h‘sﬁg 13 ' A, I'm employed by King Resources.
£ 85
- -E,: S 2 . % .
°‘E§& 14 Q What is your position with King Resources?
gz < I
) ~ - g 15 A, I'm District Geologist.
. 8 16| 0. In connection with your work have you ever testified

17 || before the 0il Cthervaﬁion-Commigsion?

18 A No, sir, I haven't.

19 0 For the benefit of the Examiner would you briefly
20 || outline your education and experience és a geologist?

21y A I haQe a Bachelor of Science degree in geology. I
- 22 || have worked three years in geophysics; I have worked eight
23 || years as a geologist in Canada Shd the last seven yvears with

24 || King Resources in Denver.

- ' . 25 Q Now, in connection with your work did you examine

g Aot : : R

TR O T L R TP e T, S N e s 4, T P SRR 1
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! [[the area involved in the Long Canyon Unilt, the subject matter
2 lof this case?

3 A Yes, sir, I did.

4 Q And you performed this personally or under your

’ 5 [[supervision, all of the work?

6 A Partly.:
7 Q. Partlyv?
8 A We used a consultant, both of us,
‘g 9 0. And you worked together with a consultant, is
® ® -
Q
s 3 10 || that correct?
- 8 i=
@ £z 11 Right, th :
2052 A ight, that is correct.
B s
i e .
~ ‘gssg 12 MR. KELLAHIN: Are the witness' qualifications
Q‘& o~ -
a;¥§3
= ige 13 || acceptable?
- B33 '
. . Eo .
§§§F 14 MR. NUTTER: Yes, they are.
BOF (
= _ . ‘
- o= 15 Q (Mr. Kellahin continuing.) WNow, Mr. Williams,
: % 3
]

16 || how did you arrive at the proposed unit boundaries in this
17 || particular area? What was your preliminary work, what was

18 || the nature of it?

19 A Well,vwe star-ed out as a comprehensive study of
20 || the area which covered approximately six hundred square miles
21 || and in fhis area we looked at approximately sikty~fi$e wells
22 ‘and.we evaluated all of the data available from these wells

23 || and the structure maps that you have in front of you in this

24 || area is also based on gravity, photo geology and magnetics,

51 g0 it is interpretive.

Gy e e A
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Q Mow, when you talk about the structure map are you

!
!

talking about Exhibits

. Exhibits One and Two.

0  They are now designated, I(believe, as Four and
Five or is it Five and Six?

MR, NUTTER: We've got Four and Five.

Q (Mr., Kellahin continuing.) Four and Five. Those arg
the exhibits you are referring to?

A Yes, sir; that's right.

Q Now, just what information do you show oankhibits
FoLr and Five?

A Exhibit Four is a structure map. on the Cisco Canyon
overlain with net porosity of the Strawn formation which we
feel is one of the prpduc;ive zones of this area.

Fxhibit Five is a: structure map on the Atoka. Also |
it is overlain with the net porosity ;ithin the Strawn
formation. |

Q.  Now, there is no'Control'data available to yoﬁ excepm'
one wéll, is that correct?

" A That's correct.

Q. And what is the situation in regard to that one, is
it producing?
A No, it was drilled in 1966 by Texas 0il & Gas.

MR. NUTTER: Mr. Williams, is that the well that's

in Section 17 identified as the No. 1 Federal A on your
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' || Exhibits Four and rive?

2] A That's correct,

[A)

MR, NUTTER: Okay. Drilled when, please?

al A In 1966,
5 Q (Mr. Kellahin continuing.) And what was the results
6| of that well, what happened?

7 Iy They drilled down to approximately sixty-two hundred

8 || fect and tested gas out of the Strawn formation, they

P
7

9|l continued on to seventy-one, eighty-six in the Siluro-bevonian,

10 They plugged back and attémpted completion in the Strawn for
n /approximately nine months and in evaluating the zone they
12 | got approximately three million cubic feet of gas out of the

13 ]| zone but they eventually plugged the well.

Phone (505) 982-9212

|

14h A 0. Now, on the contour interval shown on your Exhibits

General Court Reporting Service
825 Calle Megia, No. 122, Santa Fe, New Mexico 87501

15 | Four and Five, the contour is interpretative based on the ‘i

sid merrish reporting service

<J6lmatter you disdussed, pho%o controls and magnetic and what elsT?
17 A Gravity._

18 0. Gravity sufvey. Now, when ybu show porosity

18 || development iﬁ there, on what do yoﬁ base that?

20 A Well, like I said to begin with, this was a

21 comérehensiVe étudy of the area and those two exhibits are l
22 juét a portion of the area studied and the porosity is based ‘A
23 | upon a ten percent cutoff within the Strawn formation and as

24 || you can see on the exhibit, we feel that the porosity is

""" . 25" better developed to the west of the Texas 0il & Gas well.
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1 n And that's the reason for the location of your

2ﬁ initial well on this unit, is that correct?

3 ‘ A. That's correct.

a | 0N Now, vou heard the previous witness, Mr, Faith,:

51 testify that you propose to drill to test the Mississippian,
i 6 what zones would you expect to encounter in this well?

r$?ﬂ 7" A, Well, the main objective in the area is the Stfhwn

! B g || but we feel that you can see on the structure map on the

9|l Cisco Canyon that we do have quite a large structure., There
10 || again it is interpretive so we feel that the Cisco Canyon zone
11 | could be developed and then you have the Strawn and then yoﬁ
12 | have the Atoka and we feel that there is no Morrow in the

13| area, just from the data available. And then your TD would belf- -

Phone-(505) 982-9212

]

14‘ in the top of the Mississippian.

sid morrish reporting service
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15I Q. Now, this unit is composed of eighteen thcusand,
16 | eight hundred and eiéhty acres, low was the unit boundary

17 || established?

18 A. Well, the northern un££ was estabiiéhed by thé

-18. Qet porosity, the twenty-fiv; foot contour on the net porosiﬁy
20 | The eastern boundary was established by a fault aﬁd that would
21 ‘be on Exhibit Five and also the proximity to the Texas 0il &
22 || cas well in Section 17. The south boundary and the west

23 | boundary includes on the Cisco Canyon the plus two hundraed foot

24 | contour value and to the west I can say that you are getting

25 || farther away from our control and also we feel that the better
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1 |t porosity is developed on the east flank of the structure that
2 | we have drawn.

3 0. Now, in your opinion as a geologist will approval i
4|l of the unit in the size and shape proposed by King Resources

5| glve the operator effective control of any producing formation

6 || that might be encountered in this area?
7 i A Yes, sir,:X do.
. ‘ 8' 0. Were Exhibits Four and Five prepared by you or under

9 || your supervision?

b=
2
Q@ o
‘é 8 10 A Partially.
- 082 Al '
& ;é;n 1 MR. KELLAHIN: At this time we would like to offer
8 Es8 ' :
i §‘§§§ 12 | Exhibits Four and Five.
B Usa :
. O'¥AZ
; ‘g‘&:g 13 MR, NUTTER: Applicant's Exhibits Four and Five
~ g :
o §§£§ 14 | will be admitted into evidence.
- .9
! BOF
- o g 15\ (THEREUPON, Applicant's Exhibits Four and
i ; 'a a 5 B
‘ 3 16' Five were admitted into evidence.)
17
18 ' L . CROSS EXAMINATION

19 BY MR, NUTTER:
20 Q. Mr. Williams, how many wells on these two exhibits
21 | hava penetrated‘the Morrow formation?

22 A None. Ve do not feel that the Morrow is developed

23 || 'in this area.
24 Q. I see. But with yourlobligation to go to the

25 || Mississippian you will pass through the Morrow?
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witness?

Kellahin?

' thank you.

If it's present, yes.

So you would have a chance to look at it if it's

That's correct.

MR, NUTTER: Are there any fﬁrtﬁer questions of this
He may be excused. |
(THEREUPON, the witness was excpsed.)
MR. NUTTER: Do you have anything further, Mr.

MR. KELLAHMIN: No, that's all we have, Mr. Nutter,

MR. NUTTER: Does anyone have anything to offer in

Case Nunber 5849? We will take the case under advisement.
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:-f OIL CONSERVATION COMMISSION

SRS | STATE OF NEW MEXICO 0 )
it P. 0. BOX 2088 - SANTA FE 1_
87501
DIRECTOR LAND COMMISSIONER STATE GEOLOGIST
JOE D. RAMEY PHIL R. LUCERO EMERY C. ARNOLD
Februaxy 10, 1977

. 3 1 Re: CASE NO. 5849
. Jason Kellahin RDE 5 R-5366
Kellahin & Fox ORDER NO.

Attorneys at Law
Post Office Box 1769 ]
Santa Fe, New Mexico Applicant:

King Resources Company

Dear Sir:

Enclosed hereyith arg;gonCOpies of the above-referenced
Commission order recently entered in the subject case.

urs very truly

OE D, RAMEY
Director

JDR/ £d

Copy of order also sent to:

Hobbs 0CC X
_ Artesia OCC X
Aztec OCC

Other




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. 5849
. Order No. R-5366

APPLICATION OF KING RESOURCES COMPANY
FOR APPROVAL OF THE LONG CANYON UNIT
AGREEMENT, CHAVES COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
February 2, 1977, at Santa Fe, New Mexlico, before Examiner
bDaniel S, Nutter,

NOW, on this 8th day of February, 1977, the Commission,
a quorwa 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, King Resources Company, sSeeks
approval of the Long Canyon Unit Agreement covering 18,880.01
acres, more or less, of State and Federal lands described
as follows:

CHAVES COUNTY, NEW MEXICO
TOWNSHIP 19 SOUTH, RANGE 19 EAST, NMPM
Secgions 10 through 15: AILL
Sections 22 through 27: All
Sections 34 through 36: All

TOWNSHIP 19 SOUTH, RANGE 20 EAST, NMPM
Sectlions 7 and 8: All

Sections 17 through 20: All

Sections 29 through 32: Aall




-2~
Case No. 5849
Ordex No., R=5366

TOWNSHIP 20 SOUTH, RANGE 19 EAST, NMPM
- Sections 1 through 3: All

TOWNSHIP 20‘SOUTH,-RANGE 20 BAST, NMPM
Section 6: All -

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

_IT IS THEREFORE ORDERED:

(1) That the Long Canyon Unit Agreement is hereby
approved.

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

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

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

(5) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem
necessary.
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) DONE at Santa Fe, New Mexico, on the day and year herein-
above dasignated. ’

STATE OF NEW MEXICO o
OIL‘CONSERVATION COMMISSION

PHIL R. ﬁUCERO, Chairman

SEAL
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EXHIBIT "B"

e e

D KIND OF OWNERSHIP OF OIL AND GAS INTERESTS

n:><mm COUNTY, NEW MEXICO
IWUMBER SERIAL NWUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING xo<>ra< WORKING INTEREST
"RACT DESCRIPTION OF LAND OF AND EXPIRATION “AND AND . AND AND
i0. ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
FEDERAL "LAND
1 T19S-R19E, WMPM 920.00 NM-1518  U.S.A. - AN King Resources Co. 100% Anadarke Production Co. 3.00% Kina Resources Co. 100%
Sec. 26: WilEY, !y, 2/28/177 Northern Natural fas Co. 2.50%
S1Shik
Sec. 27: ENSEi
Sec. 34: AEYINEL
Sec. 35: ill5, NiSL )
2 T19S-R19E, MNMPM 1,880.00 NM-2560 U.S.A. - A1l Kina Resources Co. 10 Anadarko Production Co. 3.00% Kina Pesources Co. 10N
Sec. 22: >ﬂﬂ 6/30/77 Northern Natural Gas Co. 2.50%
Sec. 23: WiEh, Wy _
Sec. 24: NuilEY, NE! Nl
mwmz.umu m.ﬂn.
Sec. 27: SWy :
3 T195-R19E, iMPM 2,240.00 NM-2562 U.S.A. - A1l U.V.Industries,Inc.100% .V, Industries.Inc. 10%
Sec. 10: >~A _ 6/30/77 _
Sec. 11: ik, SWk, NISE%, .
mzvmm
Sec. 12: N3, NSk
Sec. 13:: mﬁu SELIN, B
SWk
Sec. 27: WiSEY :
E§ T19S-R20E, HMPM 480.00 NM-2564  U.S.A. - A1l Kerr-McGee Corporation 100% Scope Industries 4.0 Kerr-McGee Corn. 109¢
Sec. 29: N}, ilSi , 6/30/77 . _ :
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(1)

10

T195-R20E, NMPM
Sec. 7: uky; - giallk,
NEXSWY, N&SE%
Sec. 8: NiSWk
Sec. 17: E%
Sec. 20: SkNE,NEXSU:,
, N}SEX

719S-R19E, NMPM
Sec. 34: 1355%, Sk,
NasiWy, NWLNEY

T20S-R19E, NMPM
Sec. 1: Lots 3,4,5,6,
wvyovg_.aw,mﬁw

T19S-R2QE, NMPH

Sec. 30: Lots 1,2,3.4,
35 Bl

Sec. 31: SE4NEY, WiEY,
E}SEY, B

T195-R20E, NMFM

Sec. 18: Lots 3,4, SE%
NWy, ESUHY%

Sec. 19: Lots 1,2,3,4,
SEXNEY

T19S-R20E, NMPM
Sec. 18: iE%

‘Sec. 19: WhNEL, B,

SE%
T195-R2GE, NMPH

Sec. 29: S'sS%

960.00

884.38

1074.86

391.66

560.00

160.00

NM-2795
7/31/77

NM-3042
8/31/77

NM-3576
10/31/77

NM-3577
10/31/77

NM-3578
10/31/77

NM-3579
10/31/77

U.S.A. - AN
U.S.AL - ATT
U.S.A. - A1l
U.S.A. - ATl
U.S.A. - AT]
U.S.A. - All

.xiso Resources Co. 100%

King Resources Co.

,xﬁzm Resources Co.

Kina Resources Co.

Kerr-McGee Corp.

Cities Service 0il
Company

Edward R. Thompson,Jr. 2.50%
Anadarko Production Co. .£0%
Northern Natural Gas

Comnany 2.50%

100% Norris 0i1 Company 1.00%
Billie Robinson &

Robert Bolina .257

Clifton Uilderspin 1.75%
Northern Natural Gas

.Company . 2.50%

100% B.L. House- 3.00%
Northern Natural Gas

Company 2.50%

100% George E. Farmer 1.50%

Anadarko Production Co. 1.50%
NMorthern Natural Gas

0030@3% N.mOR
100% “Barlow & Haun, Inc. 3.00%
Robert C. & Mary F. 1.00%
100% Balsam
Clifton & Terry
Wilderspin  4.00%

Kina Resources Co. Aoou.

King Resources Co. 100%

King Resources Co. 100%

King Resources Co. 10N%

Kerr-McGee Corn. 190%

Cities Service 0il
Comoany 100%
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T19S-R20E, NMPM.
Sec. 8: w4, SE%

T19S-R20E, NMPM
Sec. 7: Lots 1,2,3
Sec.18. NELNWY

T19S-R1GE, NMPM
Sec. 15: ik

T20S-R19E, NMPM

Sec. 3: Lots 1,2,3.4,
5,6,7,8,9,10,
11,12,8%

T19S-RI9E, iMPM
Sec. 25: All

T208-R20E, 1iMPM

Sec. 0: Lots 1,2,3,4,
5,6,7,8,9,10,
11, ShiEL, SEiid,
ElSwk, SEY

T19S-R20E, NMPM
Sec. 31: Lots 1,2,3,4

T19S-RI1SE, NMPM
Sec. 15: S%

‘Sec. 27: iEY

T19S-R19E, NMPM

Sec. 11: SERSEX

Sec. 14: i3, %Sk, S4
SW, SW4SEY;

T19S-RI9E, iMPM

SeC. 2/ iy

T20S-R19E, NMPM

Sec. 1: WsSWy

480.00

155.43

320.00

726.16

640.00

724.37

156.00

480.00

040.00

160.00

80.00

NM-3924
12/31/77

NM-7792
9/30/78
NM-10256
8/31/79

NM-11452
3/31/80

NM-11939
6/30/80

NM-12540
10/31/80

NM-12822
12/31/80

NM-16769
10/31/82

NM-18024
3/31/83

NM-23496
1/31/85

NM-28851
10/31/86

U.S.A.

¥

U.S.AC

U.S.A.

U.S.A.

U.S.A.

U.S.A.

U.S.A.

U.S.A.

U.S.AS

U.S.A.

U.S.A.

A1l

All

A1l

A1l

A1l

ATl

ATl

AT

ATl

A1l

A1l

Dalco 0i1 Company 100%

Cities Service 011

Company 100%

U.V.Industries,Inc 100%

King Resources Co. 100%

King Resources Co. 100%

Phillips Petroleum

Company 100%
Cities Service 011

Company 100%

Duncan Miller - 100%

King Resources Co. 100%

Robert K. Hillin 60%
King Resources Co. 40%

Western Interstate

Energy, Inc. 100%

Rita & William Short
Lee & -Bobbi Gray

Robert S. Froehlich
Northern Natural Gas
Company

R. E. Cunningham

D. L. Hannifin

Northern Natural Gas
Company

John A. & Vera
Kochergen
Duane D. Andersaon

‘William H., Jr. & Rita

Short and Franklin &
Norma Knobel

Keith Unruh
Esdras K. Hartley
Natural Resources Co.

Griffin m.mcﬂjmﬁn,Hsn.

3.00%

5.N0%
2.50%
1.50%
3.50%
2.50%.
4.375%
}.125%

3.00%

3.N0%
1.00%
2.50%

7.50%

“Duncan Miller

100%

Dalco 0i1 Company
Cities Service i1
Comnany 100%
U.V. Industries, _
Inc. -~ 100%

Kina nmmocxnmm‘no. 100%

Kina :Resources Co. 100%

Phillips Petroleum
Company 100%

Cities Service Nil
Comrany 100%

100%

Kina Resources Co. 100%

Robert X. Hillin  60%
King Resources Co. 40%

Western Interstate

Energy, Inc. 100%




22 T20S-R19E {iMPM 22.00 Federal U.S.A. - A1l Unleased Hone Unleased
Sec. 1: Lot 2 Unleased ,
23 T19S-R20E, HMPM 200.00  Federal U.S.A. - All Unleased None Unleased
Sec.17: SWy Unleased ‘ : h
Sec.19: NENNEX
=4 T19S-R20E, NMPHM .40.00 Feaeral U.S.A. - AN Unleased None Unleased
Secz0: SEuiWh Unleased :
.3 T19S-R20E, WMPM
SecT8: Lots 1 & 2 76.90  Federal U.S.A. - A1l Unleased . None Unleased
UnTeased ’
€0 Federa! Tracts 14,451 .86 acres Or7¢ 543 of upit area .
STATE LAND
3 T19S-R20E, 640.00 L-1021 State of King Resources Co. 100% B.L. House 3.00%  Kina Resources Co. 10
Sec. 32: All 7/15/78  New Mexico - All Northern Natlral }
Gas Comnany 2.50%
57 T19S-RZ0E, 160.00 L-2754~3 State of King Resources Co. 100% MiJ Producing Co. 5.00% Kina Resources Co. 1002
Sec. 18: SE% 4/14/79  New Mexico - All Northern MNatural Gas
_ Company 2.50%
2 T19S-R20E, 398.41 L-2755 State of King xmmOCTWmm Co. 100% MWJ Producing Co. 5.0 % Kinq Resources Co. 1003
Sec. /: Lot 4, SE4SWY, 4/14/79  New Mexico - ATl Northern Natural Gas
SISEy ‘ Company 2.5 %
Sec. &: SHSik : ! o : .
Sec.17: Wy
23 T19S-R20E, 40€.00 L-2757 State of Michaél P. Grace 100% Michael P. Grace 100%
Sec. 20: Nz, SWiliWg, _ 4/14/79  New Mexico - All
WS, SiSk
20 T19S-R1GE, 640.00 L-2917 State of King Resources Co. 100% Clifton Yilderspin 3.00% m*:o mmwocwnmm Co. 100%
Sec. 36: All 5/19/79 . New Mexico - All Northern Natural fas
: Company  2.50% .
3 -T19S-RIE, 200.00  L-3055  State of Globe Minerals,Inc. 50% Globe Minerals,Inc. mom
Sec. 12: ShSWy 6/16/79  New Mexico - All U.V. Industries,Inc.50% U.V. Industries,Inc.50%
Sec. 13: N':NWk :
Sec. 14: SELSEL ;
57 T19S-R18E, _ Amo-ow L-4323 - State of , King Resources Co. 100% Northern Natural Gas o King Resources Co. 1007
- 3/16/80  MNew Mexico = All Cormany 2.5




33 T20S-RICE, 80.00 LG-0686 State of Aminoil USA, Inc 100% inoi 2
Sec. 1. ELSEY 5/30/82  New Mexico - All > . : _ _, Aminoil USA,Inc. 100%

34 T19S-RI1SE, | 240.00 LG-1785-1 mﬁmﬁm of Robert K. Hi1lin 60% Griffin & B : 114
k. % £ . . s Griff urnett,Inc. 3.125% Robert K. Hillin &nY
Sec. 23: WENNEY 4/29/84  New Mexico -"Al1 King Resources Co.  40% , ina y
Sec. 26: NiSha, NSEY, , BARME o Kina Resources Co. 40%

SWaSEY . |

35 T18S-R19%, 280.00 LG-1790~1 State of ~ Robert K. Hillin 0%  Griffin & Burnett.Inc. 3.125% Robert K. !'!i11in 60%
Sec. 23: Stx:NEYL, ENSEX 4/29/84 New Mexico - All King Resources Co.  40% , ’ Kina Resources Co. 41%

Sec. 24: WiiNWy
Sec.  26: c'silE}, SELSEXR

35 - T20S-R18E, 727.88 LG-179F1 State of Robert K. Hillin 60% Ariffin % Burnett,Inc. 3.125% Robert K. Hillin 60%

e Sec. 2: Lots 1,2,3,4, - 4/29/84 ° ilew Mexico - A1l King Resources Co.  40% King Resources Co. 40%
5,6,7,8,9,10,
11,12, S% A
37 T19S-R19E, 80.00 LG-24191 State of Robert K. Hillin 60% Griffin & Burnett,Inc. 3.125% Robert K. Hillin 60%
Sec. 35: S;SEX 11/29/84 New Mexico - A1l = King Resources Co.  40% Kina Resources Co. 40%
=3 T19S-R19E, 200.00 1LG-2475%2 State of ‘Robert K. Hillin 60% Griffin & mrwzmﬁﬁvH:n. 3.125% Robert K. Hillin 60%
Sec. 12: SiSE% : 12/390/84  New Mexico - Al] King Resources Co.  40% Kino Resources Co. 40%
Sec. 13: SUiNW;, WiSWi : A
o8 T19S-R20%, 40.00 LG-2476  State of Great Yestern Drilling Great MWestern Drilling
g Sec. 31: HEXNEY : 12/31/84 HRew Mexico - All Company 100% ‘ ‘ Comnany 100%
g 20 T195-R19E, : | o _ R .
N Sec. 35: §% SWk 80.00  State State of - Unleased None Unleased
- Unleased HNew Mexico - ATl g
iy T20S-R19E, State  State of .
M Sec. 6: Lots'1, 8 &9 101.86 tnleased New Mexico - All Unleased . None ; Unleased

16 State of ew Mexico Tracts  4,428.15 acres arg2346% of ynit area
' , \

¢

TOTAL ACREAGE: 1%,£80.01 acres or 100.00% of unit area.

GO ey
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Examiner Hearing - Wednesday - Febrevary 2, 1977 g Docket No. 5-77
-2~ .

CASE 5845: Application of Texaco Inc. for an unorthodox location, San Juan County, New Mexlco, Applicant, in
the above-styled cause, seeks approval for the unorthodox location of its Navajo Tribe "BS" Well
No. 5 to be drilled 1340 feet from the South line and 1300 feet from the West line of Section 23,
Township 26 North, Range 18 West, Tocito Pome Penn "D" Pool, San Juan County, Kew Mexico,

CASE 5846: Application of NHarvey E. Yates Company for an unorthodox gas well location, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of its South Ewpire
Deep Unit Well No. 13 to be drilled 660 feet from the South line and 1597 feet from the West line of
Section 30, Township 17 South, Range 29 East, South Empire Field, Eddy County, New bexico, the S/2 of
said Section 30 to be dedicated to the well,

CASE 5810: (Continued from the January 19, 1977, Examiner Hearing)

Application of Yates Petroleun Corporation for a dual completion, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks approval for the dual completion (conventional) of its Stonewall "EP"
Com Well No. 1, located in Unit F of Section 30, Township 20 South, Range 28 East, Eddy County, New
Mexico, to produce gas from the North Burton Flat-Nolfcamp Gas Pool and an undesignated Morrow gas pool.

CASE 5847: Application of Yatés Petroleum Corporation for a dual completion, Eddy County, New Mexico.  Applicant,
in the above~-styled cause, seeks approval for the dual completion (conventional) of its Gossett "EU" .
Well No.:1, located in Unit K of Section 26, Township 17 South, Range 25 East, Eddy County, New Mexico,
in such a manner as to produce gas from the Lower Wolfcamp or Upper Pennsylvanian and the Lower .
Pennsylvanian formations through the casing-tubing annulus and tubing, respectively.

CASE 5848: Application of Yates Petroleum Corporation for an unorthodox gas well location, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of its Pipkin HE Well
No. 1 to be drilled 660 feet from the South and West lines of Section 4, Township 18 South, Range 25
East, Eddy County, New Mexico, the S/2 of said Section 4 to be dudicated to the well.

CASE 5349: Application of King Resources Company for a unit agreement, Chaves County; New Mexico. - Applfcant, in
the above-styled cause, seeks approval of the Long Canyon Unit Area comprising 18,880 acres, moie or
. less, of State and Federal lands in Townships 19 and 20 South Ranges 19 and 20 East, Chaves County,
New Mexico.

CASE 5850: Application of Pennzoil Company for adoption of poql'tules,ALea County, New_Mexicb.’ Appllcant, in the
above-styled cause, seeks approval for the adoption of pool rules for the North Mescalero-Cisco Pool,
Lea County, New Mexico, including provision for a special gas-oil ratio limit of 4,500 to one.

CASE 5117: (Reopened)

In the matter of Case 5117 being reopened pursuant to the provisions of Order No. R-4691-A, which
order extended the temporary special pool rules for the North Dagger Draw-Upper Pennsylvanian Pool,
Eddy County, New Mexico., All interested parties may appear and show cause why said North bagger Draw-
Upper Pennsylvanian Pool should not be developed on less than 160-acre proration units and why the
special depth bracket allowable should be retained.

CASE 5851: Application of Jerome P. McHugh for downhole commingling, Rio Arriba County, New Mexico. Applicant,
in the above-gtyled cause, seeks authority to commingle Tapacito-Pictured Cliffs, Blanco Mesaverde,
and Basin-Dakota production in the wellbore of his Tribal Wells Nos. 1 and 2 located in Unit D of
Section 16 and Unit L of Section 9, respectively, Township 26 Norrh Range 3 West, Ric Arriba County,
New Mexico.

CASE 5852: Application of Jerome P. McHugh for downhole commingling, Rio Arriba County, New Mexico. Applicant,
in the above-styled cause, seeks atthority to commingle Wildhorse~Gallup and Basin-Dakota production in
the wellbore of his Apache Wells Nos., 3 and 4, located in Units D and L, respectively, of Section 19,
Township 26 North, Range 3 West, Rio Arriba County, New Mexico. L
CASE 5853: Application of Carl Engwall for an exception to casing and cementing requirements of Order No. R%111-A,
Lea County, New Mexico. Applicant, in the above-styled cause, seecks an exception to the casing 4nd
cemeénting requirements of Order No., R-111-A to eliminate the salt protection casing string in a well
he proposes to drill in Unit L of Section 27, Towvnship 20 South, Range 34 East, Lynch-Yates-Seven Rivers
Pool, Lea County, New Mexico,
CASE 5854: Application of Palmer 0il and Gas Company for an unorthodox location, Rio Arriba County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of its Stevenson
Well No. 2 to be drilled 1850 feet fron the North line and 1150 feet from the West line of Section 8,
Township 26 North, Range 2 West, Blanco-Mesaverde Pool, Rio Arriba County, New Mexico, the N/2 of
sald Section 8 to be dedicated to the well,
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION.

OF THE

LONG CANYON UNIT ARERBEFORE EXAMINER NUTTER

_don conansvemen o
COUNTY OF CHAVES |, .

R Rsvon it w0, B
STATE OF NEW MEXICO| CASE MO, & g4/ q

e an i gy e
S S TV | MY TN

NO.

THIS AGREEMENT, enteréd into as of the day of , 1977, by

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

as the "parties hereto.”

WITNESSETH:

WHEREAS; tne parties hereto ére the éwnérs of working, royalty, or other oil and
gas intere‘sts in the Unit Area subject to this Agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Siat. 437, as amended,
30 U.S.C. Secs. 181 et seq., authorizes Federal lessees and their represeniative‘s to unite
with each other, or -. jointly or sepafa{ely with others, in collectively adopting and
operating a cooperative or unit plan of development or operétions of any oil or gas pool,
field, or like area, or any part -thereof for the purpose of rore properly conserving the
natural resources thereof whenever determined and certified by the Secrétary of the
Interior to be necessary or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of 'the'Legislathe (Sec. 7-11-39 N.M. Statues 1953 Annotated) to
consent to or abprove this Agreement on behalf of the State of New Mexico, insofar as it
covers and includes lands and mineral interests of th;State of New Mexico; and-
_ WHEREAS, the’ Oil Conservation Commission of the State of New Mexico is
auchorized by an Act of the Legislature (Chapter 166, Laws of ‘1941, and Chapter 168,
i,aws~of 1949) to approve ﬂiis Agreement and the conservation provisions hereof.

WHEREAS, the partics_'her'éto hold sufficient interests in the Long Canyon Unit Area
covering the land hereinafter described to give reasonably- effective control of operations
therein; and

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

forth.
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NOW, THEREFCRE, in consideration of the premises and the promises herein
co;r'\trrainved, the parties hereto commit to this Agreement their respective interests in the
below-defined Unit Area, and agree severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
February 25, 1920, as amended, supra, and all valid pertinent regulctions, including
éperating and unit plan regulations, heretofore issued thereunder or valid, pertinent, and
reasonable régulations hereafter issued thereunder are accepted and made a part of this
Agreement as to Federal lands, provided such regulations are not inconsistent with the
terms of this Agreement; and as to State of New Mexico lands, the oil and gas operating
regulaticns in effect as of the effective date hereof governing drilling and producing
operations, not inconsistent i;vitﬁ the terms hereof or the laws of the State of New Mexico
are hereby accepted and made a part of »this Agreement. |

2. UNIT AREA. The area speciﬁed on the map attached hereto marked Exhibit
"A" is hereby designated and recognized as constituting the Unit Area, containir{g
18,880.01 acres, more or less.

Exhibit "A" shows, in addition to the boundary of the Unit Area, the boundaries
and identity of tracts and leases in said area to the extent known {to the Unit Operator.
Exhibit "B" attached hereto is a schedule showing to the extent known to the Unit
Operator the acreage, percentage, and kind of ownership of oil and gas interests in all !and
in the Unit Area. However, nothing herein/or in said schedule or map shall be vconstrue>d as
a representation by ény party hereto as: to the owner‘shbip of any i"ntereét other than such
interest or intérests as are shown'in said map or schedule as owned by such party.

Exhibits "A" and "B" shall be revised by the Unit Operator whenever changes in the unit

-~

area render such revision necessary, or when requested by the Oil and Gas Supervisor,
he;'einafter reierred to as "Supervisor," or when requested by the Commissioner of Public -
Lands bf the State of New Mexico, hereinafter referred to as "Land éommissicnef," and
not less than five (5) ;:opies of the revised exhibits shall be filed with the Supervisor, and
two (2) copies thereof shall be filed with the Land Commissioner and one (1) copy with the
New ‘Mexico Oil Conservation Commission, hereinafter referred to as "Conservation
Cominisston."

The above-described Unit Area shall when practicable be expanded to include
therein any such additicnal lands or shall be contracted to exclude lands whenever such
expansion or contraction is deemed to be necesesary or advisable to conform with the
purposeé of this Agreemeri-t.‘ Such expansion or coﬁtraction shall be effected in the

following manner:




(a) - Unit Operator, on its own motion or on demand of the Director of the
Geological Survey, hereinafter referred to as "Director," or on demand of the Land
Commissioner, but only after préliminary concurrence by the Director and the Land
Commissioner, shall prepare a notice of the proposed expansion or contraction de‘scribi‘ng
the (gontemplated changes in the boundaries of the Unit Area, the reason therefor, and the
proposed effective date thereof, preferably ille first day of a month subsequent to the
date of notice. | ‘ '.

(b)  Said notice shall be delivered to the Supervisor, the Land Cofnmissionér
and the Conservation Commission and cépies thereof mailed to the last knc;wn address of
each working interest owner, lessee, and lessor whose interestsA a;*e affectc;d, advising that
thirty (30) days will be allowed for submission to the Unit Operator of any objections.

(© Upon expiration of the thirty- (30-) day period'providéd in the préceding

item (b) hereof, Unit Operator shall file with the Supervisor, Land Commissioﬁer and
Conservation Commission evidence of mailing of the notice of éxpa.nsion or contraction
and a copy of any objections thereto which have been fited with the Unit Operator,
together with an application.in sufficient number, for approval of such expansion or
contraction and with abprgp'riate joinders.
' (d) After due consideration of all pertinent information, thé expansion or
contraction shall, upon approval by the Supervisor, the Land Commissioner and the
Conservation Commission, become -effective as of the date prescribed ‘in tﬂe notice
thereof.

(e)  All legal subdivisions of lands (i.e., 40 acres by Government sur-vey or its
nearest lot or tract equivalent; in instances of ‘irregular surveys, unusually large iots or
tracts shall be considered in multiples of 40 acres or the nearest aliquot equivalent
thereof), no parts of which aré entitled to be in a participating area on or before the fifth

anniversary of the effective date of the first initial participating area established under

~
ARV

‘thi":s Unit Agreement, shall be eliminated automatically fromn this Agreement, effective as
of sa_id fifth (5th) anniversary, "a"nd such lands shall no longer be a part of the Unit Area
and swall no longer be subject to this Agr;:ement, unless diligent drilling operations-are in
progress on Unitized Lands not;.'enfitled’ to participation on said fifth (5th) annivérsary, in
which-event all such lands shall remain subject hereto so long as such drilling operations
are continued diligently with not more than ninety (90) days time elapsing between the
completion of one well and the commencement of the next well. All legal subdivisions of

lands not entitled to be in a participating area within ten (10) years after the effective

date of the first initial participating area approved under this Agreement shall be

automatically eliminated from this Agreement as of said tenth (10th) anniversary. All
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lands proved productive by diligent "drilling operations after the aforesaid five-year period
shall become par'tic‘ipating in the same manner as during said five-year period. However,
when such diligent drilling operations cease, all nonparticipating lands shall be
automatically eliminated effective as of the ninety-first (9ist) day thereafter. The Unit
Operator shall within ninety (90) days ’aftér the effective date of any elimination
hereunder, describe the area so eliminated to the saﬁsfaction of the Supervisor and the
Land Commissioner and promptly notify all parties in interest,

/ If conditions warrant extension of the ten- (10-) year pefiod specified in
this subsection 2(e), a single extension of not to exceed two (2) years may be acconplished

by consent of the owners of ninety percent (90%) of the working-interests in the current

' ndnparticipéting Unitized Lands and the owners of sixty percent (60%) of the basic royalty

- interests (exclusive of the basic royalty interests of the United States) in nonparticipating

Unitized Lands with approval of the Director and the Land Commissioner, provided such
extension application is submitted to the Director and the Land Commissioner not later
than sixty (60) days prior to the expiration of said ten- (10-) year period.

Any expansion of the Unit Area pursuant to this section whi¢h embraces

‘lands theretofore eliminated pursuant to this subsection 2(e) shall not be considered

automatic commitment or recommitnitent of such lands.
3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this
‘Agreenient shall constitute land referred to herein as "Unitized Land" or "land subject to |

this Agreement." All oil and gas in any and all formations of the Unitized Land are

unitized under the terms of this Agreement and herein are called "Unitized Substances."

4.  UNIT OPERATOR. U. V. INDUSTRIES, INC. is hereby designated as Unit
Operator, and by signature hereto as Unit Operator 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 fefefence means the Unit Operator, acting in that capacify and not as an
owne~ of interest in Unitized Substances, and the ferm "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. |

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shatl
have the right t§ resign ‘at anyv time prior to the establishment of a participating area or\
areas hereunder, but such resignation shall not becoine effective so as to release‘ Unit
Operator from the duties and obligations of Unit Oberator and terminate Unit Operator’s

rights as such for a period of six (6) months after notice of intention to resign has been
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served by Unit Opcrator on all working interest owners, the Supervisor, the Land
Commissioner and Conservation Cormnmission, and until all wells then drilled hereunder are

placed in a satisfactory.condition for suspension or abandonment, whichever is required by

-

the Supervisor as to Federal lands and by the Conservation Commission as to State lands
unlgss a new Unit Operator shall have been selected and approved and shall have taken
over and assuined the duties and obligations of Unit Ofpcrato'r prior to the expiration of
said périod.

Unit Operator shall have the right to resign in like manner and subject to like

limitations as above’provided at any time a participating area established hereunder is in

existence; but, in all instances of resignation or removal, until a successor Unit Operator

is selected and épproved as hereinafter provided, the working interest owners shall be

_jointly responsible for performance of the duties of Unit Operator, and shéll, not later

than thirty (30) days before such resignation or removal becomes effective, appoint a
common agent to represent them in any action to be taken hereunder. |

The resignatiorr of i]nit Operator shall not release Unit Operator from any
liability for any default@.\by it hereunder occurring prior to the effective date of its
resignation. i
The Unit Operator may, updn 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 {vorking interests aS'hel;ein provided for the'selecfion of a new >Uﬁft Operator.
Such ”removal shall be effective upon notice thereof to the Supervisblj and the Land
Commissioner. |

The resignation or removal of Unit Operator under this Agreement shall not

terminate its right, title or interest as the owner of a working interest or other interest in

‘unitized substances, but upon the resignation or reinoval of Unit Operator becorming

effective, such Unit Operator shall deliver possession of all wells, equipment, materials

" and appurtenances used ‘in conducting the Unit operations to the new duly qualified

successor Unit Operator or to the common agent, if no such new Unit Operator is elected,
to be used for the purpose of conducting Unit operations hereunder. Nothing herein shall
Bc consiru_cd as authorizing removal of any material, equipinent undl\a.lppurtenances'necded
for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his

or its resignation as Unit Operator or shall be removed as hereinabove provided, or a

change of Unit Operator is:‘negotiated by working interest owners, the owners of the

working interests in the participating area or areas according to their respective acreage

) i %
interests in such participating area or areas, or, until a participating area shall:-have been




established, the owners of the working interests according to their respective acreage

interests in all Unitized Land, shall by majority vote select a successor Unit Operator;

provided, that, if a majority but less than seventy-five percent (75%) of the working
interests qualif;ed to vote are owned by one party to this Agreement, a concurring vote of
one or morie additional working interest vown‘ers shall be required to select a new dperator.
Such selection shall not/become effective until

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

‘responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Supervisor and the
Com;nissioner. ‘ :
If no succéssor Unit Operator is selected and q’uéli{ied as herein provided, the
Director and the Land Commissioner at their election may ‘dec!afe'this Unit Agréement
terminated.
7.  ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the'- :
Unit Operator is not the sole owner of working interest, costs and expenses incurred by
Unit Operator in conducting Unit operations hereunder shall be 'paid“and apportioned
among and borne by the owners of working intéré;ts, all in accordance with the
Agreemént ‘or Agreements entered into by and between the Unit Operator and the owners
of working interests, whether one or more, seba_ratély or collectively. Any agreement or
agreements entered into between the working interest owners and the Unif Opefator as
provided .in this section, whether one or -more, are herein referred to as the "Unit
Operating Agreement." Such Unit Operating Agreement shall also provide the manner in
which the working interest owners shall be entitled to receive their respect'ive
proportionate and allocated share of the benefits accruing hereto in conformity with théir
underlying operating agre'erhéhts, leases or other independent contracts, and such other
rights and obligations as between Unit Operator and the working interest owrers as may
be agreed upon by Unif Operator and the working interest owners; however, no such Unit
Operating Agreement shall be deemed either to modify any of the terms and conditions of
this Unit Aéreement or to relieve the Unit Operator of any right or obligation established
under this Unit Agrecement, and in case of any inconsistency or conflict between this Unit
Agreement and the Unit Operating Agreement, this Unit Agreement shall govern. Three
(3) true copies of any unit operating agreement executed pursuant to this section should be
filed with the Supervisor and one (1) true copy with the Land Commisvsioner, prior to

approval of this Unit Agreement.
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8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specifically provided herein, the excl;sive right, privilege, and duty of exercising any and
all rights of the parties hereto which are necessary or convénient 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 Agreement, shall constitute and define the rights, privileges and obligations of
Unit Operator. Nothfng herein, however, shall be construed to transfer title to any laﬁd or
to éiny lease or operating agreérﬁeﬁt, it béi'ng 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.

9, DRILLING TO DISCOVERY. Within six (6) months after the effective ‘date

hereof, the Unit Operator shall begin to drill an adequate test well at a location approved’

by-the Supervisor if on Federal land, or by the Land Commissioner if on State Land, or by
the Conservation Commission if on privately owned land,'unless on such effective date a
well is being drilled conformably with the terms hereof and thereafter continue such

drilling diligehtly until the Pennsylvanian formation has been tested or until at a lesser

depth Unitized Substances shall be discovered which can be produced in paying quantities
(to-wit: quantities sufficient to repay the costs of drilling, completing and producing
operations, with a reasonable profit) or the Unit Operator shall at any tire establish to
the satiéfaction of the Supers)iﬁor if on Federai land, of the Land Commissioner if on State
land, or of the Conservation Commission if on privately owned land, that further drilliﬁg
of a particular well would be unwarranted or impractical, provided, however, that Unit

Operétor shall not in any event be required to drill said well to a depth in excess of 6,000

VS Sy

fect. Until the discovery of a deposit of Uritized Substances capable of being ;S"roduéed in

~ paying quantities, Unit Operator shall continue drilling diligently one (1) well at a time,

allowing not more than six (6) months between the completion of one well and the
beginning of the next _well, until a well capable of proddcin’g Uﬁitiied‘Substances in paying
quantAities and is completed to the satisfaction of said Supervisor if on Federal land, the
Land*Commissioner if on State land, or of the Conservation Commission if on privately
owned land, or pntil it is reasonabbly proved that the Unitized Land is incapable of
producing Unitized Substances in payingquantitiés in the formation drilled hereunder.
Not}iing in this section shall be deemed té) limi; the right of the Unit Operator
to resiugn as pro(fi"ded‘in Section 5 hereof, or as requiring Unit 'Operatof to commence or

continue any drilling during the period pending such resignation becoming effective in
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order to éomply with-the requirements ol this section. The Supervisor may modily the
dritling requirernents of this section by granting>rca'son‘ahlc'cxtensions of tilne when, in his
opinion, such action is warranted. Upon failure to cotnmence any well provided for in this
section within the time a!lowed,A including any extension of time granted by the
Super visor, {his Agreement will automatically terminate; upon failure to continue drilling
diligently any well commenced I)ereunder, the Supervisor and LLand Commissioner may,
after fifteen (15) days notice to the Unit Operator, declare this Unit Agreement
terminated. ‘

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6)
months after completion of a well capable of producing Unitized Substances in paying

quantities, the -Unit Operator shall submit for approval of the Supervisor and the Land

Commissioner an acceptable plan of development arid operation for the Unitized Land

which, when approVed by the Supervisor and Land Commissioner, shall constitute the
further drilling and operating obligations of the Unit Operator under this Agreement for

the period specified therein. Thereafter, from time to time before the “exp\iration of any

~existing plan, the Unit Operator shall submit for the abproval of the Supervisor and Land

Commissioner a plan for an additional specified pe}iod for the development and operation
of the Unitized Land.

Any plan submitted pursuant to this section-shall provide for the exploration of
the Unitized Area and for the diligent drilling necess'a‘ry for determination of the area or
areas thereof capable of "produc_’ing Unitized Substances in paying quantities in each and
every p.roductive formation and shall be as complete and adequate as the Supervisor and
the Land Commissioner may determine t(; be neéessary for timely developiment and proper
conserva‘tic;n of the oil and gas resources of the Unitized Area, and shall:

(a)t specify the number and locations “of any wells to be drilled and the
proposed order ar Lune for such drilling; and

(b) to the extent practicable, specify the operating practices regarded as

_nece ;sary and advisablefor proper conservation of natural resources.

Separate plans may be submitted for separate produ{:’tive zones, subject to the
approval of the Supervisor and the Land Comrﬁisioner.

Plans shall be modified or supplemented when necessary to meet changed
conditions or to protect the interests of all parties to this Agreement. Reasonable
diligence shall be exercised 'in complying with the obligations of the approved plan of

development. The Supervisor and Land Commissioner are authorized to grant a reasonable
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extension of the six- (6-) month period herein prescribed for submission of an initial plan
of devzlopment vizhere such action is justified because of unusual conditions or
circumstances. »After completion hereuiider of a well capable of producing any Unitized
Subs'tancés in paying quantities, no further wells, except such as may be necessary to
afford protecfion against operations not under this Agreement and such as triay be
specifically approved by the Supervisor and Land Commissioner, shall be drilled except in
accordance with a plan of development approved as herein provided.

H. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of
producing Unitized Substances in paying quantities or as soon thereafter as required by the
Supervisor and Land Commissioner, the Unit Operator shall submit for approval by the
Supervisbr and the Land Commissioner, a schedule based on subdivisions of the public-land

survey or aliquot parts ‘thereof, of all land then regarded as reasonably provéd to be

- productive in paying quanfities; all lands in said schedule on approval of the Supervisor and

the Land Commissioner to constitute a participating area, effective as of the date of -
completion of sucim well or the effective date of this Unit Agreement, whichever is later,
The acreages of both Federal and non-Federal lands shall be based upon éppropriate
compuiations frcim the courses and distances shown on the last approved public land
survey as of th‘e eifective date of each initial participating area. Said schedule shail also
set forth the percentage of Unitized Substances to be ;éllocated, as herein provided, to
each tract in the parrticipa'ting area so established and shall govern the allocation of
production commencing with the effective date of “the participating area. A separate
participating area shanll be established for each separate pool or deposit of Unitized

Substances or for any group thereof which is produced as a single pool or zone, and any

two or more participating areas so established may be combined into one, on approval of

~the Supervisor and the Land Commissioner. When production from two or more

participating areas <o established is subsequently found to be from a coirnmon pool or

‘deposit, said participating areas shall be combined into one effective as of such

appropriate date as may be approved or prescribed by the Supervisor and the Land;
Commissioner. The participating area or areas so established shall be revised from time
to time, subject to like épprova!, to include additional land then regarded as reasonably
proved to be productive in paying quantities or necessary for _Unit operations, or to
exclude land then fegarded as reasonably pfoved not to be prbductive in paying quantiti'es,
and the §chedule of al!b_cated percent‘agés shall be revised accordingiy. The effective date

of any revision shall be the first of the month in which is obtained the knowledge or

information on which such revision is predicated; provided, however, that a more
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appropriate effective date may be used if justified by the Unit Operator and approved by
the Supervisor énd the Land Commissioner,

No land shall be excluded from a participating area on account of depletion of
the Unitized Substances, except that any participating areca established under the
provisions of this Unit Agreement shall terminate automatically whenever all completions
in the formation on which the participating area is based are abandoned.

It is the intent of this section that a participating area shall represent the area
known or reasonably esti:ﬁated to be productive in paying quantities, but,“" regardless of
‘any revision of the barticipating area, nothing herein contained shall be construed as
requiring any retroac‘tive adjustinent for production obtained prior to the effective date of

the revision of the participating area. In the absence of agreement at any tirhie between

the Unit Operator and the Supervisor and the Land Commissioner as to the proper

definition or redefinition of a participating area, or until a parti.cipating area has, or areas
have be;:n established, the por‘tion of all payments affected thereby shall be impounded in
a mannejl; mutually acceptable to the owners of working interests and the Supervisor and’
the Land Commissioner. Royalties\\due the Uﬁited States and th‘e State of New Mexico
shall be determined by the Supervisor and the Land Commissio;ler,- respectively, and the
amounts thereof shall be deposited as directed by the Supervisor and the Land
Cominissioner to be held as unearned monies until a particibating area is finally approved
and then applied as earned or returned in accordance with a determination of the sums due
as Federal royalty énd State of New M‘ex'ico royalty, respeétivély; on the basis of such
approved participating area. No land shall be excluded from a participating area on
account of depletion of the Unitized Substances, except that any participating area
established under the provisions of this Unit Agreement shall terminate automatically
whenever all Comp]etions in the formation on which the participating area is based are
‘abandoned. - |

‘ Whenever it is determined, subject to fhe approval of the Supefvisor, as to
wells drilled on Federal land, the Land Commiss‘ioner as to wells drilled on State land and
of ﬂ;é Conservation Commission as to wells drilled on privately o@ned land that a well
drilled under this Agreecment - is not capable of production ihﬁ paAying quantities and
inclusion of the land on which it is situated in a pérticipating area is unwarrantad,
production from such well shall, for the burpose of settlement amoiig all par>ties“ other

than working interest oufriers, he allocated to the land on which the well is located unless

such land is already within“the participating area established for the pool or deposit from .
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which such production is obtained. Secttlement for working interest benefits from such a
well shall be made as provided in the Unit Operating Agreement.

12, ALLOCATION OF PRODUCTION. All Unitized Substances produced from
each participating area established under this Agreement, except any part thereof used in
conformity with good operating practice.s within the Unitized Area for drilling, operating,
camp and other production or development purposes, -for repressuring or recycling in
accordance with a plan of development approved by the Supervisor, the Land
Commissioner and the Conservation Commission, or unavoidably lost, shall be deemed to
be produced equally on an acreage basis from the several tracts of Unitized Land of the
participating area established for such production and, for the pur/p'bse of determining any
benefits accruing under this Agreement, each such -tract of Unitized Land shall have
allocated to it such percentage of said_ production as the number of acres of such tract
included in said participating area bears to the total acres of Unitized Land in said
participating area, except that allocation of productj_on hereunder for purposes other than -
for settlement of the royalty, overriding royalty, or payment out of produc‘igion obligations
of the respective working interest owners, shall be on the basis préscribed in the Unit
Operating Agreement wheie in conformity with the basis of allocation heréin set forth or
otherwise. It is hereby agreed ‘that production of Unitized‘r Substances from a
participating .area shall be allocated as provided herein regardless of whether any wells
are drilled on any particular part or tract of said participating area. If any gas produced
from one participating area is used for repressuring or recycling purposes in another
participating area, the first gas withd%awn from such last mentioned lpartic'ipating area for
sale during the life of this Agreement shall be considered to befthe gas so transferred until
an amount equal to that transferred shall be so produced for sale, and such gas shall be
allocated to the participating area from which initially produced as such area was last
defined at the tim< i such final production. ‘

13, DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR
FOR.'\AATIONS. Any party hereto owning or controlling the working interest in any
Unitized Land having lhereon‘a‘ regular well location may with the approval .of the
Supervisor as to Federal land, the Land Commissioner as to State land and the

Conservation Commission as to privately owned land, at such party's sole risk, costs, and

expense, drill a well to test any formation for which a participating area has not been

established or to test any formation for which a pa’rticipafing area has becn established if

such location is not within said participating area, unless within ninety (90) days of receipt
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of notice from said party of his intention to drill the well the Unit Operator elects and
commences to drill such a well in like maﬁner as pther-wélls are drilled by the Unit
Operé_tg&under this Agrecment.

If any well as aforesaid by a working interest owner results in production such
that the land upon which it is situated may properly be included in a participating aréa,
such participating area shall be established or enlarged as provided in this Agreement, and
the wel! shall thereafter be operated by the Unit Operator in accordance with the terms
of this l\greem"eht'énd the Unit Operating Agreement.

If any well drilled as aforesaid by a working interest owner obtains produt:'ti;n
in quéntities insufficient to justify the inclusion of the land upon which such well is
s;ituated in a particip‘ati'hg’ area, such well may be 0perAated and produced by the party
drilling the "same subject t6 the conservation requirements of this- Agreement. The
royalties in‘amount or value of production from any such weli shall be paid as specified in
the underlying lease and agreements affected. |

14,  ROYALTY SETTLEMENT. The United States, the State of New Mexico, and
any royalty owner who is entitled to take in kind a share of tHe substances now unitized
hereunder shall hereafter be .entitled to the right to take in kind ifs share of the Unitized
Subs‘t"ances, and Unit Operator, or the working interest owner in case of the operation of a
well by a working interest owner as herein provided for in special cases, shall maké
deliveries of such'royal‘:t';' shares taken in kind in conformity with the ébplicable contracts,
laws, and'regulations. Settlement for royalty interest not taken in'kind shali be made by
working interest owners r'éSpohsible therefor under existing contracts, laws and
regulations, or-by the Unit Operator, on or before the last day of each month for Unitized
Substances produced during the preceding calendar month; provided, however, that nothing
herein contained shall operate to relieve the lessees of any land from their respective
lease obligations fz. the pay.nent of any royalties due under their leases.

\ If gas obtained from lands not subject to this Agreément is introduced into any
partil:ipating area hereunder, for use in repressuring, stimulatioﬁ of proddction,z or
increasing ﬁltimate recovery, in conformity with a plan of operations approved by the
Supervisor, the Land Commissioner and the Conservation Commission, a like amount of
gas, after settlement as herein provided for any gas transferred from any other
participating area and with appropriate deduction for loss from any cause, may be

; withdrawn from the formation into which the gas is introduced, royalty free as to dry gas,

but not as to any -products which may be extracted therefrom; provided that such

withdrawal shall be at such titne as may be provided in the approved plan of operations or
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as may otherwise be consented to by the Supervisor, the lLand Commissioner and the
Conservation Commission, as conforining to good petroleum engineering practice; and
provided fuﬁhér, that such riglit of withdrawal shall termina’ge on the termination date of
this Unif Agreement.

Royalty due the United States shall be coinputed as providt;.d in the operating
regulations and paid in value or delivered in kind as to all Unitized Substances on the basis
of the amounts thereof allocated to unitized Federal Land as provided herein at the rate
specified in the respective Federal leases, of at such lower rate or rates as zﬁay be
authorized by law or regulation; provided,' that for leases on which the royalty rate
depends on the daily average production per well, said average producvtion shall be
determined in accordance with the operating regulations as though each participating area
were a single consolidated lease.

Royalty due the State of New Mexico shall be computed and paid on the basis
of the amounts allocated to unitized State land as provided herein at the rate specified in
the State oil and gas lease.

Royalty duk; on account of privately owned lands shall be computed and paid on
the basis of all Unitized Subsﬁances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases
committed hereto shali be paid by working jmterest owners responsible therefor under
existing contracts, laws and regulations, rprovided that nothing herein contained shalt
operate ’to relieve the lessees of any land from their respective lease obligations for the
payment of any rental or minimum royalty due under their leases. Rental or minimum
royalty for lands of the United States subject to this Agreement shall be paid at the rate
specified in the respective leases from the United States unless such rental or minirum"
royalty is waived, suspended or reduced by law or by approval of the Secretary or his duly
authorized repre<ertative. . Rentals on State of New Mexico lands subject to this
'/\greement shall be paid at the rates specified in the respective leases. |

With‘ respect to ahy lease on non-Federal land containing provisions which
would terminate such lease unless drilling operations are commenced upon the land
covered thercby within the time therein specified or ;entals are paid for the privilege of
deferring such drilling operations, the rentals required thereby shall, notwithstanding any
other provisions of this Agreerﬁent, be deemed to accrue and become payable during the
term thereof as extended by this Agreement and ‘unti! the required drilling operations are
commenced upon the land covefed thereby or until some portion of such land is included

within a participating area.
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16. CONSERVATION. Operations hereunder and production of Unitized
Substances shall be conducted to provide for the InSst economical and efficient recovery
of said substances without waste, as defined by or pu/rsuant to State or Federal law or
regulation.

17, DRAINAGE. The Unit Operator shall take such measures as‘the Supervigor and
Land Commissioner deem appropriate and adequate to . prevent drainage of Unitized
Substances from Unitized Land by wells on land not subject to this Agreement,

| 18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions and provisions of all leases, subleases and other rontracts relz;ting to
exploration, drilling, development or operations for oil or gas on lands committed to this
Agreement are heréby -expressly modified and amended to the extent necessary to make
the same conform to the provisions hereof, but otherwise to remain in full force and
‘ effect, the parties hereto hereby consent that the Secretary as to Federal léases, and the
Land Commissioner as to State leases, sH;ll and each by his approval heréof,*‘or by the
approval hereof by his duly authorized representatiye, does hereby /establish, alter, change
or revoke the drilling, producing, rental, minimurﬁ roya‘ity, and royaity req‘uireménts of
Federal and State leases committed’ hereto and the regulations in respect thereto to
conform said‘réquirements to the provisions of this Agreement, and, without limiting the
generality of the foregoing, all leases, subleases and contracts are modified in accordance
~with'the following:

(@) The development and operétion of lands subject to this Agreement under
the terms hereof shall be ‘deémed full performance of all obligations for development and
operation with respect to each and every separately owned tract subject to this
Agreement, regsrdless of whether \\'vchere is any development of any particular tract of the
Unit Area.

(b) Drilling and broddéing operations performed hereunder upon any tract of
‘Uﬁitized Lands will be accepted and deemed to be pérfbrmed upon and for the benefit of
each and every tract of Unitized Land, and no lease éhail be deemed to expire by reason of |
failu;e ‘to drill or produce wells situated on the land therein embraced.

(c) Suspension of d'rilling or producing operations on all Unitized Lands
pursuant to direction or consent of the Secretary and the Land Commissioner or their duly
authorized representatives shall be deemed to constitute such suspension pursuant to such

direction or consent as to each and every tract of Unitized Land. A suspension of drilling

or producing operations liriited to specified lands shall be applicable only to such lands.



(d) Each lcase, sublease or contract relating to the exploration, drilling,
development or opcration for oil or gas of lands other than those of the United States
committed to this Agreement; which, by its terms might expire prior to the termination of
the Agreémént, is hereby extended beyorid any such terms so provided therein so that it
sﬁall be continued in full force and effect for and during the term of this Agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any renewal
thereof or any part of such lease which is made subject to this Agreement shall continue
in force beyond the term provided therein until the termination thereot; Any other
Federal lease committed hereto shall continue in force beyond the term so provided
therein or by law as to the land committed so long as such lease remains subject hereto,
provided that production is had in paying quantities under this Unit Agreement prior to the
expiratioﬁ date of the term of such lease, or ir; the event actual drilling operations are
comrneﬁced on .Unitized Land, in aécordance with the provisions of this Agreement, prior
to the end of the primary term of such lease and are being diligently prosecuted at that
time, such lease shall be extended for two years and so long thereafter as oil or gas is
produced in paying quantities in accordance with the provisions of the Mineral Leasing Act
Revision of 1960.

(f) - Ez;ch sublease or contract relating to the operation and developr:hent of
Unitized Substances from lands of the United States committed to this Agreement, which

\ by its terms would expire prior to the time at which the underlying lease, as extended by

the immediately preceding paragraph, will expire, is hereby extended beyond any such
‘term so provided therein so that it shall be continued in full f(;rCe and effect for and
during the term of the u}iderlying lease as such term is herein extended.

(g) Any lease embraéing lands of the State of New Mexico which is made
subject to this Agreement shall continue in force beyond the‘ term provided therein as to
lands committed hereto with the termination héreof.

~ (h) The segregation of any Federal lease committed to this Agreement is
governed by the following provisicns in the fourth paragraph of Sec. 17(j) of the Mineral
Leasi\ng Act, as amended by the ?‘l\ct of September 2, 1960 (74 Stat, 781-784): "Any
(Federali lease heretofore or hereafter committed to any such {unit) plan embracing lands
that are in part within and in part outside of the area covered by any such plan shall be

segregated into separate leases as to the lands committed and the lands not committed as

of the effective date of unitization; Provided, however, That any such Jease as to the
nonunitized portion shall continue in force and effect for the term thereof but for not less
than two years from the date of such segregation and so long thereafter as oil or gas is

produced in paying quantities.”
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(i) Ahy lease embracing lands of the State of New Mexico having only a
portion of its land committed hereto, shall be segregated as to the poftion committed and
the portion not committed, and the provisions of such lease shall appiy separately to such
segregated portions commencing as of the effective date hereof; provided, however,

notwithstanding any of the provisions of this Agreement to the contrary, any lease

- embracing lands of the State of New Mexico having only a portion of its lands committed

hereto sha‘l.l continue in full force anhd effect beyond the term provided therein as to all
lands embraced in such lease, if oil or gas is discovered and is capable of Being produced in
paying ‘quantiti‘\és from some part of the lands embraced in such lease at the expiration of
the secondary term of such lease; or if, at the exbiration of the secondary term, the leésee
or the Unit Operator is then éngaged in bona fide drilling or reworking operations on some
pért of-the lands embraced in such lease, the same, as to all lands embraced therein, shall
remain in full force and effect so long as such operations are being diligently prosecuted,
and if they result in the production of oil or gas, said lease shall continue in full force and
effect as to all of the lands emnbraced therein, so long thereafter as oil or gas in paying
quantities is being produced from any portion of said lands.

(j) Any lease, other than a Federal lease, having only a portion of its lands
committed hereto shall be segregatéd as to the portion committed and the portion not
committed, and the provisions of such lease shall apply separately to such segregated
portions commencing as of the effective date hereof. In the event any such lease provides
for a lump-sum rental payment, such payment shall”be prorated between the portions so
segregated in proportion to the acreage of the respective tracts.

9. COVENANTS RUN WITH LAND. The covenants herein shall be co;;strued to
be covenants running with the land with respect to the interest of the parties hereto and
their successors in interest until this Agreement terminates, and any grant, transfer,'or
conveyance of in*~r.st in lend or leases subject hereto shall be and hereby is conditioned
upon the assumption of all privileges and obligations hereunder by the grantee, transferee,

or other successor in interest. No assignnrient or transfer of any working interest, royalty,

or other interest subject hereto shall be binding upon Unit Operator until the first day of

the calendar month after Unit Operator is furnished with the original, photostaﬁc or
certified copy of the instrument of tranéfer.

20. EFFECTIVE DATE AND TERM. This Agreement shall become effective upon’
approval by the Secretary and the Land Commissioner. or theif duly authcrized

representative and shall terminate tive (5) years from said effective date unless:



v(a) Such date of expiration is extended by the Director and the Land
Commissioner, or

(b) It is reasonably det;érmined prior to the cxpiration of the fixed term or
any extension thereof that the Unitized Larid is incapable of production of Unitized
Substances in paying quantities in the fdrmations tested hereunder and after notice of
intention to terminate the Agreement on such.ground is given by the Unit Operator té all
‘parties in interest at their last known addresses, the Agreement is terminated with the
approval of the Supervisor and Land Commissioner, or

(¢) A valuable discovery of Unitized Substances has been mad'e-or accepted
on Unitized Land ‘during saidrinitial term or any exrtension thereof, in which event the
Agreement shall remain in effect for such term and so long as Unitized Substances can be
produced in quantities sufficient to pay for the cost of producing same from wells on’
Unitized Land within any participating area established hereunde-r and,fs‘hould production
cease, so long thereafter a; diligent 6§érat16ns are in progress for vthé restoration of
production or discover; of new production and so long thereafter as Unitized Substances
so discovered can be produced as aforesaid, or

(d) 1t is terminated as heretofore pro;/ided: in this Agreement, fhis
Agreement may be terminated at any time by not less than seventy-five percent (75%), on
an acreage basis, of the working interest owners signatory hereto, with the approval of the
Supervisor and Land Commissioner; .notice c;f any ‘such approval to be given by the Unit
bperator to all parties hereto. ‘

21,  RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director
is hereby vested with authorfty to alter or mbdity froin time to time in his discretion the
quant’ity and rate of production under this Agreement when such quantity ‘and rafe is not
fixed pursuant to Fedéral or State law or does not conform to any statewide voluntary
conservation or a'l~<.ution program which is established, recognized and generally adhered |
to by the majority of operators in such State, such ‘authority,_ being hereby limited to
alteration or modification in the public interest, the purpose thereof and the public
interest to be served thereby to be stated in the order of ‘alteration or modification.
Without regard to the foregoing, the Director is also hereby vested with authority to alter
~or modify from time to time in his discretion the rate of prospecting and development and

the quantity and rate of production under this Agreement when such alteration or

modification is in the interest of attaining the conservation objectiveé?’stated in this
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Agreement and is not in violation of any applicable Federal or State law; provided,
further, that no such alteration or modification shall be effective as to any land of the
State of New Mexico, as to the rate of prospecting and developing in the absence of the

specific written approval thereof by the Commissioner and as to ény lands of the State of

New Mexico or privately owned lands subject to this Agreement as to the quantity and

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

Powers in this section vested in the Director shall only be exercised after

notice to,,,Uﬁit Operator and opportunity for héarihg to be held not less than fitteen (15) '

days from notice.

22, CONFLICT OF SUPERVISION. ‘Neither the Unit Operator nor the workiné
interest owners nor any ‘of them shall Vbe subject to any forfeiture, termihation or
ei’piration of any rights hereunder or under any lease‘s- ot contracts subject hereto, or to
any penalty or liabilfty on account of delay or failure in whole or in part to comply with
any applicable provision thereof to the extent that the Unit Operétor,: working interest

owners or any of them are hindered, delayed or prevented from complying therewith by

reason of failure of the Unit Operator to obtain in the exercise of due diligence, the

concurrence 'of‘prbper representatives of the Unit‘ec}States and proper representatives vof
the State of New Mexico in and about any matters or thing concerning which it is required
herein that such concurrence be obtained. The parties hereto, including the Conservation
Comnmiission in and by any provisions of this by it pursuant to the provisions of the laws of
the Staté of New Mexico and subject in any case to appeal or judicial review as may now
or hereafter be provided by the laws of the State of New Mexico.

- 23. APPEARANCES. Unit Operator shall, after notice to other parties affected,
have the right to appear for and on behalf of ‘any and all interests affected hereby before
the Departinent of the Interior, the Commissioner of Public Lands of -the State of New
Mexico and the Nzw Mexico Oil Conservation Commission and te appeal from orders
issued under the regulations of said Department, the Conservation Commission or Land
Comi;ssioner or to apply for relief from any of said regulaﬁons or in any proceedings
relative to operations before the Department of the Interior, the Land Commissioner, or
Conservation Commission or any other legally cqnstituted authority; provided, however,
that any other interested party shall also have the right at his own expense to be heafd in

any such proceeding.



24, 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
personally delivered - tc the party or sent by postpaid registered or certified mail,

addressed to such party or parties at their respective addresses set forth in connection

with the signatures hereto or to the ratification or consent hereof or to such other address

as any such party may have furnished in writing to party sending the notice, demand or

statement.

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this Agreement contained
shall be construed as a waiver by any party hereto of the right to assert any legal or
Constitutiona"l righf or defense as to the validity or invalidity of any law of the State
wherein said Unitized Lands are located, or of the United States;or regulations issued
thereunder in any way affecting such party, or as a waiver b):' any such pafty of any right
beyond his or its authority to waive,

26. UNAVOIDABLE DELAY. All obligations under this Agreement"requirin_g the
Unit Operator to commence or continue drilling or to operate on or 'proéluce Unitized
Substances from any of the lands covered by this Agreement shall be suspended while 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, acts of God; Federal,
State or municipal law or agencies, unavoidable accidents, uncontroilable delays in
transportation, inability ioobtaih necesséry materials in open market, or other matters
beyond the reasonable control of the Unit Operatof whether similar to matters herein
enumerated or not. No Unit obligation which is suspendéd under this section shall become
due less than thirty (30) days after it hc.o been determined that the suspension is no longer
appllcable. Determmation of creditable "unavmdable delay" timne shall be made by. the
Unit 0perator subject to apprbval of the Superviso.r and the Land Commissioner.

27. NONDISCRIMINATION. n cbnnection with the performance of work under
:hisn Agreement, the Unit Operator agrees to comp]y with all the provisiohs of Eezion 202
(1) 10 (7) inclusive of Executive Order 11246 (30 F.R. 12319),6 which are hereby
1ncorporated by reference in this Agreement.

28. LOSS OF TITLE. In the event title to any tract of Unitized Laﬁd shall fail and
the true owner cannot be induced to join in this Unit Agreement, such tract shall be
automatically regarded as not committed hereto and there shall be such readjustinent of

future costs and bénefits as may be required on account of the loss of such title. In the

event of a dispute as to title as to any royalty, working interest, or other interests subject
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thercto, payment or delivery on account thereof may be withheld without liability for
interest until the dispute is {inally settled; provided, that, as to Federal and State land or
leases, no payments of funds duc the United States or the State of New Mexico should be
withheld, but such funds of the United States shall be deposited as directed by the
Supervisor and such funds of the State of New Mexico shall be deposited as directed by the
Land Commissioner to be held as unearned money pending final settlement of the title
dispute, and then applied as earned or returned in gqcordarxce with such final settlement.

Unit Operator as such is relieved fro;r. any responsibility for any defect or
failure of any title hereunder.

29. NON-JOINDER AND SUBSEQUENT JOINDER. 1t the owner of any subﬁtaritfal
interest in a tract within the Unit Area fails or refuses- to subscr’ii)e or consent to thi‘s :
Agreement, the owner of the erking interest in that tract may withdraw said tract from
tHis Agreement by written notice delivered to the Supervisor, the Land Commissioner and
the Unit Cperator prior to thfe’ approval of this Agreement’by the Supervisor. Any oil or
gas interests in lanc;s within the Unit Area not comhitted hereto prior to submiSs’id;\ of"
this Agreement for final approval may thereafter be committed hereto by the owner or
owners thereof subscribing or consenting to this Agreement, and, if the interest is a
working interest, by the owner of such interest also subscribing to the Unit Operating
Agrecement. After operations are commenced hereunder, the right of subsequent joinder,
as provided in this section, by a working interest owner is subject to such requi(elhénts or
approvals, if any, pertai_ninlg to such joinder, as may be provided for in the Unit Operating
" Agreement. After final approval hereof, joinder b;' a non-working interest owner must be
consented to in writing by the working interest owner committed hereto and responsible
for-the payment of ény beneﬁté that may accrue hereunder in behalf of such non-working -
interest. A non-working interest may not be committed to this Unit Agreement unless the
corresponding ‘'working interest is cornmitted hereto. Joinder to the Unit Agreement by a
working interest owner, at any time, must be‘accompaniéd bf approbriate joinder to the
Unit Operating Agreement if more than one commited working interest owner is involved,
in oriler for the interest to be regarded as committed to this Unit Agreement. Except as
may ‘otherwise herein- be provided, subsequent joinders to tﬁis .Agreer‘nent shall be
effective as of the first day of the month following the filing with the Supervisor, the
Land Commissioner and the Conser vation Commission of duly executed counferparts of all
or any papers necessary to establish effective commitment of a:ny tract to this
Agreement, unless objection to such joiﬁder is duly made within sixty (60) days by the
Supervisor or Land Commissioner, provided, that, as to State lands, all subsequent joinders

must be approved by the Land Commissioner.
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30.  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
consented -to by separate instrument in writing specitically referring hereto and shall be
binding upon all those partics 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 intefest in the lands within the above-described Unit Area.

31. SURRENDER. Nothing in this Agreement shall prohibit the exercise by any‘
wofking interest owner of the right to. surrender vested in such party by any lease,
sublease, or operating ag?eement as to all or any part of the lands covered thereby,
provided that each party who will or might acduire such working interest by such
surrender or by forfeiture as hereafter set forth, is bound by the terms of this Agreement,

If as a result of -any such surrender- the working interest righis"as to such lands
bécome vested in any party other than the fce owner of the Unitized Substances, said

party may forfeit such rights and further benefits from operation hereunder as to said land

to the party next in the chain of title who shall be and become the owner of such working

interest.
If as the result of any such surrender or forfeiture, working interest rights

become vested in the fee owner of the Unitized Substances, such ocwner may:

(1) Accept those wofking interest rights ‘subject to this Agreement and the’

Unit Operating Agreement; or
(2) Lease the portion of such land as is included in a participating area
established hereunder sub;ject to this Agreement and the Unit Operating Agreement; or
-(3) 'Prévide fdr the indef)’%ndent operation of any part of such land tha't is not
then included within a participating area eétablished her eunder.

If the fee owner df the Unitized Substances doies not accept the working
intefest rights subie~t to this Agreement and the Unit Operating Agreement or leasé such
lands as above provided within six {6) months after the sﬁ'rrendéréd or forfeited working
inter~st rights become vested in the fee owner, the benefits and obligations of operations
accruing to such lands under this Agrecment and the Unif Operating Agreement shall be
shared by the remaining ownc'rs‘of ﬁnitized working interests in accordance with their
respective working interest nownerships, and such owners of working interests shall

compensate the fee owner of Unitized Substances in such lands by paying sums equal! to

the rentals, minimum royalties,'xand royalties applicable to-such lands under the lease in

effect when ‘the lands were unitized.
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~ An appropriate acéounging and settlement shali be made for all bencfits
accruing to or payments and expenditures made or incurred on behalf of such surrendered
or forfeited working interest subsequent to the date of >surrender or forfeiture, and
payment of any monies found to be owing by such an accounting shall be made as between
the parties within thirty (30) days. In the cvent no Unit Operating Agrecment is in
existence and a mutually acceptable agreement bet'ween the proper parties thereto cannot

be consummated, the Supervisor may prescribe such.reasonable and equitable agreement

" as he deems warranted under the circumstances.

The exercise of any right vested in a working interest .owner to reassign
such working interest to the party from whom obtained shéll be subject to;‘ the same
conditions as set forth in this section in regard to the exercise of a right to surrender.

32. TAXES. The working interest owners shall render and pay for their account
and the account of the rd_yalty owners all valid taxes on or measured by the Unitized
Substances in and under or that may be produced, gathered and sold from the land subje\ct
to this contract after the effective datev'of this Agreement, or upon the proceeds or net
proceeds derived therefrom. The worki‘hg“ interest owners on each :cract shatl and may

charge the proper proportion of said taxes to the royalty owners having interests in said

" tract, and may currently retain and deduct sufficient of the Unitized Substances of

-

derivative products, or net proceeds thereof from the allocated share of each royalty

owner to securefeimburs‘einent for the taxes so paid. No such taxes shall be charged to
the United States or the State of New Mexicd or to any lessor who has a contract with his
lessee which requires the lessee to pay such taxes. |

33, NO PARTNERSHIP. it is expressly agreed that the relation of the parties
hereto is that of independéht contractors and nothing in this Agreement contained,
expressed or implied, nor any opcrations conducted hereunder, shall create or be deemed
to have created a partnership or associatién between the parties hereto or any of thein.

IN WITNESS WHEREOF, the parties 'hereto have caused this Agreement to be

cxecuted and have set opposite their respective names the date -of execution.

UNIT OPERATOR AND WORKING INTEREST OWNERS

ATTEST: By

Address:

Date of Execution:

N L R . B e

B
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STATE OF )

) ss.
COUNTY OF ' )
On' this dayv of , 19 sy before me appeared
' , y to me personally known, who, being by
me duly sworn, did say that he is the President of

] , and that the seal allixed to
said instrument is the corporate seal of said corporation, and that said instrument was
signed and sealed m behalf of said corporation-by authority of its board of directors, and

said acknowledged said instrument to be the
free act and deed of said corporation.

e ' , Notary Public -

My Commission expires: .

E I Y U T
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APPLICATION FOR HEARING

CONSERVATION COMMISSION )
STATE OF NEW MEXICO ;

- COMES NOW, KING RESOURCES COMPANY, by its duly appointed attorney,
as Unit Proponent herein, in support of its application for a hearing on February 2nd
befdre the New Mexico State Conservation Commission to determine the matter of KING
RESOURCES COMPANY'"'s application for the Commission's approval to form the Long ~
Canyon Unit, and recites the following: |

1. That KING RESOURCES COMPANY, & Maine co'rporation; desires and |
proposes to form an exploratory drilling unit named "Long Canyon Unit," composed of
14,451.86 acres, more or less, of Federally-ownt;d land and 4,428.15 acres of State of New
Mexico lands, for a total Unit Area of 18,880.01 acres, more or less, all in Chaves County,
New Mexico, which'proposed Unit Area is described as follows: -

T19S-R19E . L gurdly rel
All of Secs. 10, 11, 12, 13, 14, 15, 22, 23; 24, ,
25, 26, 27, 34, 35, 36 I e T

T205-R19E 8
All of Secs. 1, 2, 3

T19S-R20E - . ... . ...
All of Secs. 7, 8, 17, 18, 19, 20, 29, 30, 31, 32

T20S-R20E
All of Sec. 6

2. That KING RESOURCES COMPANY desires and proposes that all
geological formations under the proposed Unit outline be unitiiéd.

3. That it is expecfed that by the time of the February 2nd hearing all of
the working interest owners within‘ ‘the proposed Unit outline will have been given an
opportunity to commit their respective interests to the Unit plan; that it is >expected that

by the above date a sufficient number of working interest owners will have committed

their interest to the Unit plan to give the Unit Proponent adequate control over the

proposed Unit Area.

b, That it is expected that by the time of the February 2nd hearing all
owners of overriding royalty interests pertaining 'to leases within the proposed Unit outline
will have been given notice of the proposed Unit and will have been given an opportunity
to commit their respective overriding royalty interests to the Unit plan,

5. That the State of New Mexico Lahd Office has given its preliminary
approval to the proposed Unit Area, the proposed Unit Agreement and to the general plan

to unitize the above described area (see Exhibit "A").
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6. That it is expected that by the time of the February 2nd hearing the
United States Geological Survey will have designated the proposed Unit Area as an area
logically subject to co-operative exploration and unitization in conformity with -the
pertinent Federal regulations.

THEREFORE, in the interest of conservation, prevention of waste and
protection of correlative rights, the Unit Proponent herein, VKING RESOURCES
COMPANY, respectfully requests tbat ‘the matter of the unitization of- its proposed Long ’

Canyon Unit be set for hearing on February 2, 1977 before the New Mexico State

Conservation Commission.

1

A oeo Kallados
JAJON KELLAHIN
Attorney for Applicant.

KELLAHIN & FOX
P. O, Box 1769
Santa Fe, New- Mexico 87501
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APPLICATION FOR HEARING
CONSERVATION COMMISSION )
STATE OF NEW MEXICO ;

COMES NOW, KING RESOURCES COMPANY, by its duly appointed attorney,
as Unit Proponent herein, in support oftits application for a hearing on February 2nd
before the New Mexico State Conservation Commission to determine the matter of KING
RESOURCES COMPANY's application for the Commission's -approval to form the Long
Canyon Unit, and recites the following: ‘

I. Thét KING RESOURCES COMPANY, a Maine corporation, desires and
proposes to‘ form an exploratory drilling unit named "Lohg Canyon Unit," composed of
14,45 1;’.86 écres, more or less, of Federally-owned land and 4,42%.15 acres of State of New
Mexico !ahds, for a tetal Unit Area of 18,880.01 acres, more or less, all in Chaves County,
New Mexico, which proposed Unit Area is described as followsz

TI9S.RIE . N .
All of Secs. 10, 11, 12, 13, 14, 15, 22, 23, 24,
(25, 26, 27, 34, 35, 36
~'['205-R19E
All of Secs. 1, 2, 3
T195-R20E ,
All of Secs. 7, 8, 17, 18, 19, 20, 29, 30, 31, 32
T20S-R20E
, All of Sec. 6
| 2. That KING RESOURCES COMPANY desires and proposes that all
geological formations under the proposed Unit outline be unitized.
- ‘ 3. That it is expected that by the time of the February 2nd hearing all of

the working interest owners within the proposed Unit outline will have been given an
opportunity to commit their respective interests to the Unit plan; that it is expected that.
by the above date a sufficient number of working interest owners will have committed

their interest to the Unit plan to give the Unit Proponent adequate control over the

proposed Unit Area. |
4. That it is expected that by the time of the February 2nd hearing all

owners of overriding royalty interests pertaining to leases within the proposed Unit outline

will have been given notice of the proposed Unit and will have been given an opportunity
to commit their respective overriding royalty interests to the Unit plan.
5. -That the State of New Mexico Land Office has given its preliminary

approval to the proposed Unit Area, the proposed Unit Agreement and to the general plan

to unitize the above described area (see Exhibit "A").
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6. That it is expected that by the time of the February 2nd hearing the

United- States Ceological Survey will have desigrated the proposed Unit Area as an arca
logically subject to co-operative exp]ofation and unitization In conformity with the
pertinent Federal régulations‘.

THEREFORE, in the interest of conschation, prevention of waste and
protection of correlative rights, the Unit Proponent herein, KING RESOURCES
COMPANY, respectfully requests that the matter of the unitization of its proposed Long

Canyon Unit be set for hearing on February 2, 1977 before the New Mexico State

Conservation Commission.

JAJON KELLAHIN
Attorney for Applicant

KELLAHIN & FOX
P. O, Box 1769
Santa Fe, .New Mexico 87501,
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APPLICATION FOR HEARING
CONSERVATION COMMISSION )
STATE OF NEW MEXICO ;

COMES NOW, KING RESOURCES COMPANY, by its duly appointed attorney,
as Unit Proponent herein, in support of its application for a hearing on February 2nd
before the New Mexico State Conservation Commission to determine the matter of KING
RESOURCES COMPANY's application for the Commission's approv"al to form the Long
Canyon Unit, and recites the following: ’ )

1. That KING RESOURCES COMPAI\{Y, a Maine corporation, desires and

proposes to form an exploratory drilling unit named "Long Canyon Unit," composed of

'14,451.86 acres, more or less, of Federally-owned land and 4,428.15 acres of State of New

Mexico,lands,.for a total Unit Area of 18,880.01 acres, more or less, all in Chaves County,
New Mexico, which proposed-Unit Area is described as follows:

T19S-R19E )

All of Secs. 10, 11, 12, 13, 14, 15, 22, 23, 24,

25, 26, 27, 34, 35, 36

T20S-RI19E
All of Secs. 1, 2, 3

T19S-R20E ' )
All of Secs. 7, 8, 17, 18, 19, 20, 29, 30, 31, 32

T20S-R20E-
All of Sec. 6

2.. That KING RESOURCES COMPANY desires and proposes that all
geological formations under the proposed Unit outline be unitized.

3. That it is expectéd that by the time of the February 2nd hearing all of

“the wnc'tr_kiﬁ'g'intérest owners within the proposed Unit outline will have been given an

opportunity to commit their respective interests to the Unit plan; that it is expected that
by the above date a sufﬁéient number of wo;‘kihg interest owners will have committed
their interest to the Unit plan to give the Unit Prof)onent adequate con;trol over the
proposed Unit Area.

‘ 4. That it is expected that by the time of the February 2nd hearing all
owners of overriding royalty interests pertaining to leases within the proposed Unit outline
will have been given notice of the proposed Unit and will have been given an opportunity
to commit their respective overriding royalty interests to the Unit plan.

5. That the' State of New Mexico Land Office has given its preliminary

approval to the proposed iUnit Area, the proposed Unit Agreement and to the general plan

to unitize the above described area (see Exhibit "A").



6.  That it is expected that by the time of the February 2nd hearing the
United States Geological Survey will have designated the proposed Unit Area as an area
iogically subject to co-operative exploration and unitization in conformity with the
pertinent Federal reguia’tions. |

THEREFORE, in ‘the interest of conservation, prevention of waste and
protectioh of correlative rights, the Unit Proponent herein, KING RESOURCES
COMPANY, respectfully requests that thé matter of the unitization of its proposed Long
Canyon Unit be set for hearing on February 2, 1977 before the New Mexico State

Conservation Commission.

SAJON KELLAHIN
Attorney for Applicant-

KELLAHIN & FOX
P. 0, Box 1769 . -
Santa Fa, New Mexico 87501
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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:

) p CASE No. _>0%49
. - oOrder No. R-_53(6
Is - 3 :
'APPLICATION OF KING RESOURCES COMPANY

FOR APPROVAL OF THE __LONG_CANYON -
UNIT AGREEMENT; __CHAVES  COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY_THE .COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
February 2° , 1957 , at Santa Fe, New Mexico, before Examiner
Daniel S. Nutter .

NOW, on this day of _February , 196 _, the Commission,
a quorum being presernt, 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, __King Resources_ Company .

seeks approval of the Long Canyon Unit -Agreement
: ' ~State and
covering 18,880.01 acres, more or less, of Federal lands
’ b1y 115380 X >

described as follows:

CHAVES COUNTY, NEW MEXICO
TOWNSHIP {9 Sowth, RANGE /9 _Eask NMPM

Seclions ‘:o+R,-.o..7L, 1S AN -

Sections 22 thrsugh 27: @Il ¥

Sgcﬁaus 54—-%»«‘1& 3¢ il v
TownNsip 19 Sewth, RANGE 20 EAST,AMPM

Scctions Jawd R A1 v
Sections |7 2o All v

Sectionis 29 WZ 32 /1] v

TownsiHp 2o SooTH RANGE 19 BAST, NMPM

T Seetions I4AA4ua¢L 3:All ¢

Townsmp 2o Sovrr, RANGE 20 EAST, OMPM
Tectiow (: All e




(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 Long Canyon Unit Agreement
is hereby approved. ’

(2) 'That the plan contained in said unit agreemeﬂ£ for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as ‘waiving or
rellnqulsh1ng, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and developmen: of any
lands committed to the unit and production of oil or gas therefrom.

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

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

-~

of said unit agreement by the Commissioner of Public Lands for ghe
State of New Mexico aﬁd the Director of the United étaﬁes Geologi- l//
cal Survey; that this order shall terfminate ipso facto upon the
termination of said pnit agreement; énd that the last unit opera-
tor shall notify the cOmmission immediately in writing of such
termination.

(5) That jurisdiction of this cause is ret:.. .u for the

entry of such further orders as the Commission may deem necessary.

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




aumnzmsm ,Qﬁozga-mﬂwsmﬁoﬂ
“Operator U. V. INDUSTRIES . ,

County CHAVES
DATE 0CC CASE NO. 5849 EFFECTIVE TOTAL _ : T :
- F , SEGREGATION .
APPROVED OCC_QRDER No__R-3366 DATE ACREAGE STATE FEDERAL _ _ INDIAN-FEE CLAUSE TERM .
Commissioner 0CC: 2-8-77 . 349277 18,880.01 4,428,15 14,451.86 -0- Yes 5 yra.
2-28-77 ,
UNIT AREA ‘ :
TOWNSHIP 19 SOUTH, RANGE 19 EAST, NMPM ,
Sections 10 through 15: All o o _ d
Sections 22 through 27: All
Sections 34 through 36: All

TOWNSHIP 19 SOUTH, RANGE 20 EAST, NMPM

Sections 7 and 8: All
Sections 17 through 20: CAll
Sections 29 through 32: All

AN




o Unit Name
Operator U,V. INDUSTRIES
County CHAVES
STATE LEASE INSTI- : | RATIFIED . ACREAGE \
TRACT NO. NO. TUTION SEC. TWP. RGE. ' SUBSECTION DATE - ACRES NOT
" v ’ RATIFIED LESSEE
26 1-1021-4  C.S. 32 195  20E | All B 1-14-77 640.00 King Resources Co.
27 1-2754-3  C.S. 18 195  20E  SE/4 1-14-77 160.00 . King Resources Co.
D 28 1-2755 Port. 7 195  20E Lot &, SE/4SW/4,S/2SE/4 1-14-77 398,41 King Resources Co.
. Normal 8 19s  20E s/2sW/4 ; _
_ 17 19S  20E NW/4
29 1-2757 c.s. 20 198 20E N/2N/2, SW/4WW/4, Nif4SW/4, L 400,00 . Michael P, Grace
_ N s/28/2 o ‘
30 L-2917-3 C.S. 36 198 19E All ‘ 1=14=77 mpo.oo, King Resources Co.
31 1-3055 c.S. 12 19s 198 s/28W/4 200.00 Globe Minerals, Inc.
13 19s 198  N/2mi/4 1-19-77 . U.V. Industries, Inc.
14 19s 19 SE/4SE/4 , ,
32 1-4323-3  C.S. 34 195  19E §/28/2 . 1=14=77 160,00 King Resources Co.
33, 1G-0686 C.S. 1 208 19E E/2SE/4 80.00 Aminoil USA.Inc.
34. 16-1789-1 C.S. 23 195 19E NE/4NE/4 ) | 1-27-77 240.00 . Robert K. Hillin.
26 19s 19E N/2sW/4, N/2SE/4, SW/4SE/4 1-14~-77 King Resources Co.
35. 16-1790-1 Port. 23 19s 198  SE/4NE/4, E/2SE/4 o 1-27-77 280,00 | Robert K. Hillin
Normal 24 19s 198 w/ami/4 - . 1-14-77 King Resources Co.
26 19s 19E E/2NE/4, SE/4SE/4
36. 16-1791-1  C.S. 2 208 19E lots 1, 2, 3, 4, 5, 6, 7, 8, 9,  1=27-77 727.88 o Robert K, Hillin
. 10, 11, 12, s/2 ‘ 1-14-77 King Resources Co.
37. 1G-2419-1 ©Port. 35 19s 198 = S/2SE/4 . 1-27-77 80,00 Robert K. Hillin
Normal i . . 1-14=-77 King Resources Co.
38. LG=2475-1  Port. 12 19s  19E SW/4NW /4, W/2sW/4 1-27-77 200,00 - - Robert K. Hillin

: Normal 1-14-77 - King Resources Co.




Unit Name LONG CANYON UNIT=-EXPLORATORY

Operator U. V. Industries

County CHAVES
STATE LEASE  INSTI- - | RATIFIED ACREAGE
TRACT, MO.  NO. TUTION SEC. TWP. RGE.  SUBSECTION DATE ACRES NOT

: RATIFIED LESSEE
39 16-2476  C.S. 31 195 20E NE/4NE/4 NOT COMMITTED 40.00 Great Western Driiling
40 Unlessed  C.B. . 35 19 198 s/2sW/4 ‘, 80.00 |
S a Unleased  C.S. 1 205 198  Lots 1, 8 & 9 e 101.86




