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IN THE MATTER OF:

Application of Phililps letroleum Company

for an order approving the Hoapah nlt
agreement in the Blstl-lower Gailup 411l

Pool, San Jusn County, New dexico. Appiicant,
ina the above-styled cause, seeks an crder
approving the establishment of the Hcspzah
Unit in the Bistil-lower Gallup il rocl cone
sisting of 430 acres of 3tate of lew Mexico
acerage which comprises the 3/2, 5/2 W/ /i,
W/2 NE/4 of Section 36, Township 26 lorth, han
13 West, 3an Juan County, New Mexico. 3aid
unit 13 necessary to allow the applicant to
participate in the pllot liquefied petrciesunm
gag and dry natural ga&s injection proJject
authorized by Order 7-1027.
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BEFCRE: Daniel $. Nutter, Zxaminer,

TIANSCRIFT OF HEARING

MR, NUTTER: Tnhe next case iz Case 1350€.

MR, UTZ: Case 1306: Application of Phi.lips Petroleum
Company for an crder approving the Hospah Unit Agreement in the
Bisti-Lower Gallup 011 Pool, San Juan County, New Mexico.

MR, KELLAHIN: Jason W. ¥Xellahin, Xeilahin and Fox, Santa
Fe, New Mexico, appearing in benalf of Phillips Petroleum Company.
The Applicant nas two witnesses, Hr., Lewis and ¥r. NHorton, I would
like to haye sworn at this time.

MR. NUTTER: Will the witness stand and raise your right
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MR, KELIAHIN: T wouid .ixe to cail 1'r. Lewis as tne
first witnessa, please.
E. ©, LEWIS

a witness, having been first duly sworn, teatified as follows:

DIRECT EXAMINATION

BY MR, KELLAHIN:
¥R, KELLAHIN: If the Commission please, 1n connection

with this appiication, I would 1ilks to specilically call the
Zxamineris atténtion to Order Number R~1027 spproving a piloct
program for liquefied petroleum or dry natural gas in the Bisti-
Lower Gailup Fool -- tifs case being related to and connected with
the case 2w that Order 1027 was e¢ntered.

Q@ Wwould you state your name, please?
E. F. Lewis,.
By vhom are ycu employed?
Phillips Petroleum Company.
Your positlion iz what”

Reservolr Engineer with that Company.

O ¥ © ¥ o »

You've never testified before the New Mexico 01l and
gas Conservation Commission 23 an expert, have you?

A No, sir.

G k. Lewis, what educational gqualifications do you have fo
your position as a Reservoir Engineer?

A I hvre an Englneering Degrez from Oklahome State College.

Q- And «hen d'd you secure that degree?
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I Nipeveen TmITtyetine . —

Q And since that date what has ycur eump.oyment been’

%o

Twelve years of empioywent witn rhiillipc Tetroleum Company
in the capacity of an engineer,
G And how long have you worked in the cap&cliy o an Oil
Engineer?
A Ten of those twelve years,
Q And all of that time was With rnillips Petroleum Cowmpany
A Yes, slr.
MR. KGLLAHIN: Are the witness' qualifications acceptable?
MR. NUPTER: They are. You are acquainted with the Bisti -
Lower Gallup Oil Pocl in San Juan County?
A Yes,
MR, NUITER: They are.
Q (By Mr. Kellahin) Are you acquainted with tne urit agree
ment under consideration in this hearing?
A Yes, I anm,
Q Have you prepared a plat showing the aree covered by this
action? A Yes, sir, I have.
Q I'd like tc have the plat marked as Exhibit Number OIme.
MR, NUITER: It shall be s0 marked.
(Whereupon the document was marked Exhibit Humoer (me.)
Q (By Mr. Kellahin) Now, referring to what has been maried
for identification Exhibit One, Mr. Lewis, does that correctly

depict the area covered by the Unit agreement under considerationy
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L Ves, it dces.

& Would you briefly describe that unit and give me a geo-
graphical desscription”

A Well, the south hall of Section Thirty-six, scuth half
of the northweat quarter of Section Thirty-six, west half of the
Northieast quarter of Section Thirty-six, all in Township Twenty-
3ix north Thirteen west.

Q Now, penciled in on that Exhibit is another area, WwWould

you state what that shows”

A The penciled ir area 1s the &rea of the so-called pilot
injecticn HPG, high pressure gas injectlion program.
Q@ Is that the order called Order R-10277

Tss, 1t is.

o

Where 18 the inJectlon welil located?

£

A Approximmtely five feet scuth and east out of the cormer

of Township Twenty-six North and Twenty~five North.

Q KNow, referring tc the plat, does that show the lease

ownersnip?

A The plat shows the lease ownership of the acreage involved

in this unit agreement. It does not show lease ownership of the

remiinde: of the piliot injection aree.
Q And what 1s the basic land ownership of the area?

A All of the lands involved in the unit asgreement is 3tate

owned.
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TTunit area 137

A This 1s division of ownership you have relerred to.

Q Yes, sir, the work unit agreement inte:-cic ownersilp:

A. V¥Work uni: agreement interest ownerehiv in the unit
will be provided under terms of the agreement. Terms of the
agreement, in summarizing, fhilllps Petroleum CompaAny will have
an interest of elghty-three point thirty-three percent, El Paso
Naturel Ggas Products Company will have twelve polnt flve per cent
Prookiaven will have four point one seven per cent. Those
figures have been rounded off %o about six decimsl places.

n Does that represent &2l the work unit agreement owner-
ship in the area? A Yes.

Q@ Do you know of any overriding royalties existing?

A There is an overriding royalty attachwd to that tract
identified on the piat as tract number six. Those tracta will
be changed in the unit agreement and we will subuit a revised
plat showing the corrected plat numbers. That would be the
south quarter quarter of the southeast quarter of gvion Thirty+
six.

Q Will any portion of the land be communitized for the
purpose of forming a driiling unit?

A Yes, sir. The vwes" half of the southeast guarter of
Section Thirty-six and the south half of the northwesat quarter

ol Section Thirﬁy-six have been -~ are subject now to communitl-

L LAN HEPOLRTLAS
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Q In connection with this unit agreement, does 1t cover
your producing formations in the Bisti-ILower Gallp Pool?
A No, sir. It covers only that portian of the producing
formation,
Q@ Is that the reason this ia a pillot program, for the purpode
of testing the gas injection program?
A Yes, 3ir, that's correct. Ve merely want to implement
thisz pilct injection program.
Q Does Exhibit One shcow all the welis _ocsted ¢n the unit?
A Yes, sir, it does,
Q¢ Are all the lands in the unit -- may all the lands in
the unit reasontgbly he prosisred to be productive?
A Yes, sBir.
Q2 From the Bisti formation?
A Yes, gir, they will.
QL 18 the unit agreement in 2 form which has heretofore been
approved by the State iand Commission?
A Yes, The land Comkission has reviewed the contract as
to form and harx approved it as to form,
MR. KELLARIN: That's all the Questions I have.
MR, NUTTER: Does anybody have a question of the witness?
MR, UTZ: I have.
MR, KUITER: Mr. Utz.

CROSS-EXAMINATION
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~ was the will of the Commission that 1t be.

Q Mr. Lewis, I believe you stated the scuth half  of the |

northwest quarter of Section Thirty-six and the west half of the
southeast quarter were beling communitized?

A Will be communitlized.

Q Will be commmitized, and the eighty zcreas dedicated to
the one well on the eighty”?

A Yes, sir.

Q Why was this cCmmunitized?

A The purpose of the communitization was t¢ permit the
development of the field to eighty acre s&pacing, which was our
intention at the time the agreement was executed.

¢ You are awkre of the fact the spacing now is forty acres
wrder statewide rules? A Yes, sir. |

Q2 I presume you are anticipating eighty acre spacing”?

A Not assmuich, I don't believe it was our intention to,
by agreement between El Puso and ourselves, to develop untii the
order was isauved on the eighty acre spaeing; we didii't anticipate

that was our intention at the time, to drill on eightles 1if it

Q@ And what would be your plan if the spacing remained forty
acres”?

A With respect to this communitization or unit #greanent?

Q With respect to the driliing of additional wells or

comaunitization, elther.
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or the communitization. It dcesn't prohibit the drilling of
any further well on this tract or theae tracts,
Q The owners of the off-forty would share in the production
of the forty acres allowable, 1s that sc?
A Yes, sir,
MR, UTZ: That’s all.
MR, KELLAHIN: I the Examiner please, I overlooksd some
questions.
MR. NUTTER: Yes.

REDIRECT EXAMINATION

BY MR. KELLAHIN:

Q Nr. lewis, in commection with the operatior. of this unit,
what will be the affect on your wmethod of operation under this
ghs injection program?

A By that, do you mean how do we propose to conduct cur
operetions under this unit as & meane of furthering the injection
program?

Q That i3 correct.

A Well, 1t 1s our intention tc produce all of the oil
allocited to these tracts from the cne well within the pilot
Infection sres; the reason bsing that the present allocations to
these wells is so low that production in the unit area, the pilot
injection sresa, wourld be so restricted that we couldn't evaluéte

the injection progran in a reasonable length of time. That, bein#

wery brisf, i& the whole nub of this situation. ¥We-have to have |
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arek wells to adeguately test this prwcess,

Q How long do you think 1t will take to accomplish that,
Mr, lewls?

A Well, I don't wish to contradict what may have been
entered in a hearing with respect to the pilot area, but we anticl-
pate 3 maximum of two years will be required to evaluate this
thing, and very probably less than that.

Q And in the evernt the prorationing of oll production was
instituted in this type of peol, weuld 1t be necessary to traasfep
allowable to properly conduct hin LoIL?

A I belleve so.

G Would you ask that that be taken into considerstion in
connection with any proration hearing involving this poocl?

A Yes, sir, I think that would be desirable, certainly.

MR, KELLAHITI!, That's 211 I nave,

MR, NUTTER: Mr. Lewis; the primary purpose of this unit
agroement is to transfer -- is to provide for the trensfer of
the allowables from &1l of the wells within the unit area to the
one well located in the southeast quarter of the southeast quarter
of Section Thirty-six?

A Yes, alr, thatt's correct.

Q That is under the present system under wihich there.ib no

allocation of oil by the 011 Conservation Commission to high Hell*?

A Yes, sir,
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MR, KELLAHIN: I Wouid i.xe to point cut under State law
the common purchaser is reguired %o take 1mtably from the wells
within the pool, snd 1t wou’ld be necessary tc have at least some

recognition of thie progrem in order to protect the purchaser as

well 83 the producer in regard to transferring production, althou*h

there is no proration at vhis time.

MR, NUTTER: In the event there would be proratlion in the
Bistt Pool, do you think the scope of this unit agreement and thi*
hearing is sufficient to &llow the transfer of ths allowables to

one wall?

MR, KELIAHIN: It iz set out in the unit agreement attacth

as an exhidit %o the apniications.

MR, NUTTER: Wwhat is the purpose, Mr. Lewls, of lncliuding
the wst half of the northeast gquarter of Section Thirty-six in
the umit area?

A We consider it to be proof, essentially proven, as to the
ablility to produce., We see no reason for exzcluding 1t from the
unit agreement.

G Would you in effect be transferring allowable from that
eighty acres to the Number One Well?

A No, sir., ©Under the present system, that tract has n»
allocation and, presumably, 1t would have no allowable under the

alloweble set up untll such time a well were drilled on that tracty

& Do you lmow whether Phillips Petroleum Company contemplater

drilling a2 well on that eighty acresg?
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A T have rna wrn~dledos o

present time.

Q It mems that at the present time you have more wells than
you need in Section thirty-six., You want to produce one well and
you have 3 total of five welilsz, Is that correct?

A Yes, sir,

Q@ 30, in all llkelihocd, because you have more wells than
you need you prov&bliy won't drill another one?

A I don't lmow that you could say thar we hive more than

we need in that unit area now. I don't balieve I quite understanl

what ycu mean,

Q You nikve five wells, but you want to produce one?

A That!s right, but we have to have the fact of 2 well 1n
8 trect in order to have it receive allocatioca or aliowabie uiker
the ailowable ~uling.

Q In other words, this assignment of allowables or the
assignment of an allocation under the present ratahle take aysteﬂ
of the purchaser in the pocol provides for tramsfar of allowable
only from in elghty acre unit that has & well on 1i%t7

A On theip division for the transfer -7 gilocation, dbuv
you muét have a well on & tract in order to recelve Bn allocatioq
from the pipeiine.

Q¢ Mr. Lewils, 13 this unit agreecment a partieclpating type

of unit agreemeni? In other words, wiil participating areas

l
“ t~zir nifsna AR to that at the T
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Sectlion Thirty-six be in that PAITICLpauig wave .

A ves, 1t {s. It is not a participeating type. Ail of the
tracts in the unit area wilii participate in the area.

& and that tract will get credit for scme of the oll pro-
duction ln the scutheast quarter of the southeast quarter of the
Section?

A Yes, sir,

MR, NUITER: &ny other questions of the witness?

0 {By ¥r. Kellahin) #r. lewis, will further develiopment
of tne area be dependent upon the frogress and the experience
reallzed as $ reault of the gas injection program?

A Tt's quite probable 1% wil: have some affect on the
future development,

MR, NUM'ZR: Any other questlona of the witneas? If not;
he may be ixcused,
{Witness excused.)
MR. KELLAHIN: I would like to call Mr. Norton as a witneps.
A0 HORTON
2 witness, having been first duly sworn, testified as follows:

DIRECT EXAMINATIOHN

BY MR, KELLAHIN:

Q@ Would you state your name, piease?

A EZ4 Ngrton.

@ By whom are you eumployed?

A Z1 Pasp Natura: Gas Products Company

DEARNLEY MEER & ASSOCIATES
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& wOal ia';oﬁi poa;tioﬁﬂ

A Lireman in the iine gegerizent,

< In connectilorn with youl: position &s ilnezan in the line
department 7or ELl raso Raturdl U&3 rroducts Company, are you
famillar wiv: tae hHospan Uanit agreement:

A 1 am,

Q Have you nad anything to 4o with that agreement’?

A I have.

& Now, do you lnnow waal tne present sitvation s as to iz
exegcution of tnal agreemsni?

A The unlt agreement at tiie present time nas been executed
by the El Pas0 Naltura. Gas Zroducee Campany, and we have been
notitied by Brooknaver: (il Cunpany that tney have approved thne
form of the agreemen: anc LAt they will ececute it when we

forward the unlt ag.cement Lo hien,

¥

Q@ In comnectic: with iir. Iewis' testimony, ne mentloned

k

o

Jou <now wnhnat tne status of

]

certaln overriding royaitics,
that s~

A Verbally thwey nave agresd i¢ the executing of the unit
agrecment, aiso,

< #Who hzlde thrhac”
A John Burrougns and nis wile, Jean Burroughs.
Q@ And ne nas agreed to egecutl the agreement’
A

Yes, sir.

s NeEw Mexico
5.954€
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intercst witiain the unlt area wlill zieculte tie &greement*

a7 that time, Would you be Wwiillng Yo furaisi the Commissy

with 3 phctostatic acpy snowing that the agreemunt has been

duly executed? A We wiil.
MR, XZELLAHIN: Taatt's all I have.

A I mignt aay this unit azreement has been executed by Lhe

Phillips Petroleux Company, alaa.
MR, NUPTER: S0 that upon tae execution by Brookhaven

end by the overriding rcrzlty interesis, cne nundred percent of

the working interest, cownership and ovarriding royaltles will be

executed? A Yes, sir.

Q2 You say that you didn’t, dbut I {nink the statement was

of Public ianda of the 3tate of New Mexlcor
A It's my understanding that it has been.

Mr, KSLL&HIN: WMr., Lewis tsstified ¢o that.,

¥R, NUITER: And preliminary approval as tc form of the
unit agreement nas cezn glven?

MR, XELLAHIN: That's pignv.

MR NUTTSR: Any guesticns ol the witnesza? If not, the
witness may be excused.

{witness excused, }

M3, NUTTER: Does anyone 1

made, that the unit agresment has been submitied to the Commiasondr

ve anytaing further they would

13 3 o4




WRTRETTIHTN: TF the Zxamines ple&se, we would like to
offer in evidence Exhibit One, and, in that connecticn ask
permissicn to file & corrected plat, the numbers appearing on
the various plats in there to coincide with the present agreemenﬁ;
and we would like to file a plat showing the correct numbers.
MR, NUITE?: I tkink you said the plat mentioned the
southeast quarter of Section Thirty-six. The correct number
onh that tract number 3ix will b2 amerded to be trect number five
on the corrected exnibit?
MR. KELUAHIN: Attached to the unit agreement ia Exhibit
"A" which correctly describes the tracts by number.
MR, NUTTER: Are you offering this~?

¥R, KELIAHIN: VYes.

MR, NUTTER: Without objection, Phillips Petroleum Exhibilt

One, Case 1306, will be received ir evlidence,

{Whereupon the document was received in evidence as
Exhibit Number One. }

MR. NUTTER: Does anyone have anything further in this

case? If not, we willl take the case under advisement.
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REPORTSR'S CRBRTIFICATE

I, J. CALVIN BEVELL, <o hergby certify that the foregoing
and attached Transcript of rroceedings, pages numbered 2 through
15 were reported by me in Stenotype at the time and piace afore-
said; that the same waz reduced to typewritten trenscript by me apd
conteins a true and correct recosd of s&id proceedings, to the
beast of my knowledge, s8kill and ability.

I PURTHER CERTIFY that I am not emplioyed by or related to
any attorney or party of interest in this matter; and further,
that I have no financial intercst in the cutcome thereof.

DATED this 18th day of September, 1357, in tne City of

Albuquerque, County i Bernaliillo, State of New Mexico.

1 do hereby certify that +ha forsgoing 1s

oS | N R =T |
s co-ntete recoid of tlhe pracegedliss in
orf Casg io ,!:3_.9‘..‘_.“

xzninery

m-xibo 0il Conservation Commission

DEARNLEY - MEIES A A5550 ArEs
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September 3C, 1957

Yr. Jason V. Kellahin
S5 Imet San Franclisco
Santa Fe, Mew Mexlico

tlear kr.

e

Re: Phillipts Hospah
Unit sgreement
San Juan County, New
Mexico

Kellghin:

are enclosing three copies of the Hospah Unit

Agreement wnich was approved by the Commissioner cf
Public Lands Septembser 30, 1957.

it
lettere
in Sec.
reasons

is our understancing you will furnish this office
from the record owners of the acreage not committed
36, verifying they were contacted and their

for not joining this Unit. Alsc you will furnish

‘ue a copy of the operating Agreement.

Je will mafl the Official Receipt In the amount of
35.00 to you as sooh as it le issued,

tEM:mar

Very truly vyours,

URRAY . MORGAN
Commissioner of Public Lands

By: Ted Bilberry, Supertisor
211 and Gas Jepartment

CC3 N MeDPaloCoe=5anta Fe
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OiL CONSERVATION COMMISSION
P. 0. BOX 871

SANTA FE, NEW MEXICO

Octover 1, 1957

Mr. Jason Kellahin
P.C. Box 597
Santa Fe, New Mexico
Dear Sir:

On behalf of your e¢lient, Phillips Petroleum Company, we enclose
two sopies of Order R-1051 1ssued September 30, 1957, by the 0il
Conservation Commission in Case 130/, :hich was heard on September llth.

Yery truly yours,

Ae. L. Port-er, Jre
Secretary -~ Director

Enclse.




BEFORE THE OIL CONBERVATION COMMISSION
OF THE STATE OF NEW MEXICO

- IN THE MATTER OF THE HEARING

MAT TV, TWr TR ATYY NVANITRIEP A T AN

COMMISSINN OF THE BTATE OF NEW
MEXICO FOR THBE PURPOSF OF

CONSIDERING:

CASE N0, 1306
Order Ne. R-1061

i THE APPLICATION OF PHILLIPE PETROLEUM
- COMPANY FOR THE APPROVAL OF THE HOSPAH
" UNIT AGREEMENT EMBRACING 480 ACRES,

- MORE OR LESS, LOCATED IN TOWNSHIP 26

: NORTH, RANGE 13 VEST, NMPM, SAN JUAN

' COURTY, NEW MEXICO,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on Ior hearing at 10 o'‘clock a.m. on

! Beptember 11, 1957, at Farmington, New Mexico, before Daniel £,

Rutter, Examiner duly appointed by the New Mexico 0il Conservation '
Commisaion, hereinafter referred to as the "Commission,” in accord-
ance with Rule 1214 of the Commission Rules and Regulations.

e
]

FOW, on this ¥ day of September, 1857, the Commission, '

‘& quorum being preseatl, Laving considared the application the ;
. evidence adduced and the recommendations of the Examiner, Daniel S.
| Nutter, and being fully acvised in the premises,

FINDS :
(1) That due public notice having been given as required

. by law, the Commission has jurimdiction of this cause and the

- subject matter thereof. %

{(Z) That the proposed unit plan will in principle tend tof

' promote the conservation of oil and gas and the prevention of waste,

IT I8 THEREFORE ORDERED:

(1) Thkat this order shall be known as the
HOSPAH UNIT AGREEMENT ORDER.

(2) (a) That the project herein referred to shall be

;fkno'n as the Hospah Unit Agreement and shall hereinaiter De referreé
. to as the "Project.” :

{b) That the Plan by which the project shall be

. operated shall be embraced in the form of a urit agreement for the
" development and operation of the Hospah Unit Area, referred to in

' the Petitioner's petition and filed with said petition, aand such

" plan shall be known as the Hospah Unit Agreement Plan.




W/ st the Hospah Unit Agreement Plan shall be, and :
. hereby is, approved in primciple as a proper conservation measgure;

?;an executed original or execuied counterpart o9f the Fospah Unit
 Agreement within 30 days after the effective date thereof.

! stances who does not commit such rights to said unit agreement

. before the effective date thereof may thereafter become a party
! thereto by subscribing to such agreement or counterpart thereof,
" or by ratifying the same. The unit operator shall file with the
. Commission within 30 days an original of any such counterpart or
. ratification.

. approval of said unit agreement by the Commissiocner of Public Lands
. for the State of New Mexicc and shall terminate ipso facto upon they
i termination of said unit agreemeni. The last unit operator shall
| ipmediately notify the Commission in writing of such termination.

; above designated.

Case No. 1308
Order No. R-1081

provided, however, that notwitithstamiing any of the provisions
contained in said unit agrzement, this approval shall not be conliddr—
ed as waiving or relinquishing in any manner any right, duties or
obligations which are now, or may hereafter, be vested in the New .
Mexico Oil Conservation Caunisaion by law relative to the -nporvieidn
and control of operations for exploratior and development of any

- lande cosmitted to said Hospabh Unit Agreement, or relative to the
" production of 0il and gas therelfrom.

{(4) That the unit area shall be:

EW MEXICC PRINCIPAL MiRIDIAN

TOWKSHIP 26 NCRTH, RANGE 13 WEST
Section 38: &5/2, o/2 NW/4, and ¥/2 NE/4

;iall in San Juan County, New Mexico,

%jcontaining 480 acres more orx less,

(5) That the uait operaic: shall file with the Commission

{(6; That any party owning rights in the uanitized sub-

(7) That this order shail become effective upon the

DCNE &t Sant. Fe, New Mexico on the day and year berein-

STATE OF NEW MEXICO
OIL CONSERVATICR COMMISSION

L Pt

EDVWIK L, MECHEM, Chairman

W%"

MURRAY E, MORGAN,

Y CEze:

'Y

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

ir/
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TRicE A KELLAHIN AND FoOX
Moy
JASON w'“ELLAJ%? C~ UCC ATTORNEYS AT LAW YELEPHONES
ROBERT E.FOX ©d . Sav EAST SAN FRANCISCO STREET 3. 9398
<~ i POST OFFICE BOX 17:3 2-2266

82 (5 SANTA FE,NEW MEXICO

September 28, 1357

011 Conservation Commission
State Laplitsl Bullding
Santa Fe, New Mexico

Attention of Dsn J. Nutter
Re: Case No. 1306, Bisti

Lower Gallup Pool, San
Juan County, New Mexico.

Gentlemen:

We are enclosing five coples of plat marked Ex-
hibit "A", in connection with the above-captioned case.

Very truly yours,
KELLAHIN and FOX

By iﬂww ol b

JWK: j
enc
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2. Cun o JTL CllowiVaTIUL CCLLIS3I0N o

oanta fe, Lew Lexice

L AYPLICATION

g0 Comed row Phiilips Petrcleum Company ana seeks approvadi

of the Commission of a unit agresnent designated as the Hospah

Lnit, and in support thereof woulc show:

t"" 1., The lanas embraced in said unit are the 3/2, 3/2 LW/4,

W/2 XE/4, all in Section 356, Township 26 llorth, Range L3 iest,

. N LJF.M., San Juan GCounty, llew  2xico, located in the Bisti-

Lower Galliup 011 Pool as derignatea by the Commission.

ka AlL lanas w1tn1n the unit area are ownea by tie State
] Jﬂ

T,

ibf lew Mexico, ana & licant anu others are the owners of o1l

aﬁa £as ;eajig LQi?r;,1 *Ll lanag lr the unit area, and all owners
ana nolae;3101vlnterfsts in tﬁé'urlc area are parties to t he
anit agreeuent,

Y. Sald unit i3 neces=zury L0 allow owners tos particigate
in a pilot iiguefied petroiecum gas and dry natural gas injec-
tion project in tine bisti-Lower Gallup 0il Pocl, heretofore
approved by the Commissicn in Case lo. 1l28vu by its order lLo.
R-~-1027.

4., Sald unit agreencnt is in the interests of conserwva-
tiop, will prevent waste, ard will not impair tl:e rights or
others, including the rights or royalty owners.

5. There is attacihed nhereto as Zihibit A, a copy of the
Bospah Unit ligreement, copy of wihlch nas heretorore been submitcea?
to the Gommissibner of Fublic Lands of tne State of Iiew llexico
for apptova;, and Las been approved as to torm,

yinerefore acpiicant prays that this application be set for

hearirg before thie Commissiosnp's duly appointed examirer in Santa

Fe, ¥Yaw lexicc, 2s S2C0L a3 wdy be possible, aud that arter notice




i
i

il

&Lt Zearing as required by law, the Commission enter

approving thke lospah Tinit horearart av. e..

further order or oréers as to tlie Commission may seem just,

P. 0. Box 1713
Santa Fe, Kew iexico

“ s e W Ve

Respectiully submitted,
PHILLIPS PETROLEUL COMFANY

By: KSLLAHIK & FOX
Attorneys for Applicant

mallod
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‘ BEFORE THE QIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN“THE MATTER OF THE HEARING T e T T
{ GALLED BY THE OIL CONSERVATION
- COMMISSION OF THE STATE OF NEW

MEXICO FOR THE PURPOSE OF

CCNSIDERING:
CASE NO. 1306
Order No. ; .. 7 _ |
THE APPLICATICN CF PHILUIDPS PLTROLEUN ¢ r
COMPANY — ‘
Lval il ARFIwvAL Ur_buoran UNLg
i ad
AGREEMENT EMBEACING 4,80
ACRES, MORE OR 1ESS, LOCATEL IN TOWNSHIP
26 NO'_'ITH , RANGE 13 WeST
WirK,  SEN JULN COUNTY, NEW
MEXICO.
ORDCER OF THE COMMISSION
BY THE COMMISSION:
This cause came on for hearing at 10 o'clock am, on September 11,
19_57 at _Farmington , New Mexico, before __ Daniel S, Nutfer, Lxaminer

duly appointed by the New kexico Cil Conservation Commission, nereinufter

retferred to as the "Commission,” in accordance with Rule 1214 of the Com-

mission Rules and Reguluationsd

r

NOW, on this day of Septy 19 57 , the Commission, a quorum being
present, having considered _the application, the evidence adduced and the

recommendations of the nxaminer, Danjel S, Nutter
and being fully advised in the premises,

FINDS:

(1) That due public notice having been glven as requlred by law, the Commission
has jurisdiction of this caunse and the subjicct matier thervole

-7 (2) That the proposed unit plan will in principle tend to promote the conservation

of oil and gas and the prevention of waste.

IT IS THEREFCAE ORDERED:

{1) That this order shall be known as the
HOSPAR UNIT AGREEMENT ORDER.

(2) (a) That the project herein referred to shall be xnown as the _ Hospah
Unit Agreement and shall hereinafter be referred to as the "Project.”

(b) That the Plan by which the project shail be operated shall be embraced
n the form of a unit agreement for the development and operation of the
liospah Unit Area, referred to in the Petitioner's pctition and filed with said
$ petition, and such plan shall be krown as the Hospah Unit Agreement Plan.

(3 That the hospah Unit Agreement Plan shall be, and
53y hereby is, approved in principle as a proper conservaticn measure; provided, however, that
Cp notwithstanding any of the provisions contained in said unit zgreement, this approval shall
= not be considered as waiving or relinquishing in any manner arny riht, duties or obligations
Y which are now, or may hereafter, be vested in the New Mexice Oil Conservation Commission by
law relative to the supervision and control of operations fcr exploration and development of
-',f any lands committed to said Hospah Unit Agreement, or relative
to the production of oil and gas therefrcm.

e ———— N S —
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Order No.

{b) That the unit operator periodically shall file with the Commission a
Hospan Unit Statement of Progress, summarizing operations
for the exploration and development of any lands committed to said Hospah

Unit Agreement., This statement of progress shall be filed within 30 days after the
expiration of cach six-months period during the term of the unit agreement, and shall
contain such pertinent data as may be necessary for the Comrission to determine the progress

being made in the Hospah Unit Area,
’?/ (4) {&F That the unit area shall be:
NEW MEXICO PRINCIPAL MERIDIAN
TOWNSHIP 26 North , RANGE 13 West
Section 36: S/2, S/2 NW/t, and W/2 Nz/i
all in San Juan County, New lexico -
containing LeG acres more or less,

*‘H% ' (b) %%%ﬁé&%&%%%&%%mw@%wrmm.

(5) That the unit operator shall file with the Commission an executed original
or executed counterpart of the Hospah Unit

Agreement within 30 days after the effective date thereof,

(6) That any party owning rights in the unitized substances who does not
commit such rights to said unit agreement before the effective date thereof may thereafter
become a party thereto by subscribing to such agreement or counterpart thereof, or by

ratifying the same. The unit operator shall file with the Commission within 30 days an
original of any such counterpart or ratification,

(7) That this Order shall become effective upon the approval of said unit

agreement by the Commissioner of Public Lands fgor the State ¢of New Mexico

and shall terminate ipso factc upon the termination of said unit agreement. The last unit
operator shall immediately notify the Commission in writing of such termination,

DONE at Santa Fe, New Mexico on the day and year her.inabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

, Chairman
s Member

s Member & Sacretary
SEAL




DOCKET EXAMINER HEARING SEPTEMBER 11, 1957

FARMINCTON MUNICIPAL BUILDING. 10 00 a m , FARMINGTON, NEW MEXIQU

The following ceses will be heard before Daniel S. Nutter, Examiner:

CASE 1305: Application of Northwest Productien Corporation for an
unorthodox gas well location in the Tapacito-Pictured
Cliffs Gas Pool, Rio Arriba County, New Mexico. Applicant,
in the above-styled cause, seeks an order authorizing the
drilling of a gas well in the Tapacito-Pictured Ciiffs
Gas Pool in the NW/4 of Section 7, Township 26 North, Range
4 West, Rio Arriba County, New Mexico, rather than in the
SW/4 of the Section as required by Paragraph 4 of the
Special Rules and Regulations for the Tapacito-Plctured
Ciiffs Gas Pool as set forth in Order R-794.

| approving the Hospah Unit Agreement in the Bisti-Lower
Gallup 0il Pool, San Juen County, New Mexico. Applicant, f
in the above-styled cause, seeks an ovder approving the '
establishment of the Hospah Unit in the Bisti-Lower Gallup
0il Pool consisting of 480-acres of State of New Mexico
acreage which comprises the S/2, S/2 NW/4, W/2 NE/4 of
: Section 36, Township 26 North, Range 13 West, San Juan
i = County, New Mexico. Said unit is necessary to allow the
L/’/, applicant to participate in the pilot liquefled petroleum
| gas and dry natural gas injection project authorized by
Crder R-1027,

g | CASE 1306 : Applicaticn of Phillips Petroleum Company for &n order ““““]

L

CASE 1307: Application of Pacific Northwest Pipeline Corporation for
approval of several unorthodox gas well locations and non-
standard gas drilling and proration units in the Blanco
Mesaverde Gas Pool in San Juan and Rio Arriba Counties,
New Mexico. Applicant, in the above-styled cause, seeks
au order authorizing six unorthodox gas well locatlions
ard fifteen non-standard gas drilling and proration units
in the Sazn Juan 32-7 Unit in Township 31 North, Range 7
West, Township 32 North, Range 7 West, and Township 32
North, Range 6 West, Blanco Mesaverde Gas Pool, San Juan
County, New Mexico The subject application is occasioned
by variations in the legal subdivision of the United States
Public Land Surveys




OoIL CONSERVATION COMMISSION
SANTA FE, NEw MEXICO

Date_ 7-/2

CASE /S0

o D

Staff Member




EXHIBIT A"

HOSPAH UNIT

LOWER GALLUP POOL
JUAN €O, NEW MEXxico
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LEGAL DEPARTMENT ol

4

- ¢

RAYBURM L. FOSTE®
VICE SPRESIDENT

. PHIAIPS PETROLEUM COMPANY

BARTLESVILLE,OKLAHOMA

AND GENERAL COUNSEL October 9, 1957

HARRY D. TURNER
GENERAL ATTCORNE Y

H. K. HUDSON
ASSCCIATE GENZRAL ATTORNEY

WALTER L. BARNES
ED WAITE CLARK
R. M. WILLIAMS
WM. J. ZEMAN
ABSISTANT GENERAL ATTORNEYS

01il Conservatiocn Commission ¢f New Mexico
107 Mabry Hall
Capitol Building

Santa Fe, New Mexico -

s

In re: Case No. l396ff/;;spah Unit

DARLEMNE G. ANDERSON

R. Y. BANDY. JR,

ROBT B BURGESS

BGARY W, DAVIS

S E. FLCAREN

EARL GU'TAR

DARALL G. HAWK

KENNETH HEADY

D. E. FODGES

C. 8. MCDONALD. JR.

LLOYD G. MINTER

JAMES MULLEN

W, E. SAVAGE

EARL T. WARREN

JAMES G. WILLIAMS, JR.
STAFF ATTORNEYS

Gentlemen: \\\m

Pursuant tc Paragraph No. (5) of Order No. R-1061 in the above
captioned unit, I am enclosing for filing on behalf of Phillips Petroleum
Company, cperator of the Hospah Tnit, copy of the Huspah Unit Agreement.

Very truly yours,

~

s
- Jam

JGW:ch
Enc.,

cc: Mr. Jason W. Kellahin
Kellshin & Fox
P. 0. Box 1713
Santa Fe, New Mexico

AT SR PSR A SRS

es G. Wiliiams, Jr.

It’s Performance That Counts

FLITE-FUEL —

TROP-ARTIC

A

;
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8-19-57

UNIT AGREEMENT
HOSPAH UNIT, SAN JUAN COUNTY, NEW MEXICO

THIS AGREEMENT, made and entered into this __  day of
AUZUSL, 13, Uy i uvemtll Lilly DLALE Wb int o assdnmey oo o o
through the Commissioner of Public lands under authcority and by viriue
of Sections 7-11-39 to 7-11-42, Nes Mexico Statutes 1953, kereine“*~r
called "Lessor,”" and PHILLIPS PETROLEUM COMPANY, a corporatiorn, EL PASO
NATURAL GAS PRODUCTS COMPANY, a corporation, and BROOKHAVEN OIL COMPANY,

a corporation, hereinafter called "Lessees," and the undersigned signing
as "Other Royalty Owners,"

WITNESSETH:

WHEREAS, Lessees are the owners of separate oil and gas leases
executed by Lessor covering certain lands in San Juan County, New Mexico,
which leases and lands are more fully described in Exhibit "A" hereto
attached, said lands being hereinafter referred to as the "Unitized Area";
ana

WHEREAS, the parties signing this agreement as Other Royalty
Owners own cverriding or other interests, other than a wcrking interest,
in and to the production from one or more of said leases: and

WHEREAS, Lessees have entered into an agreemernt with lesseeg of
adjacent lands for the cooperctive conduct of a pilot LPG high-pressure
gas injectior project to determine the feasibility and extent to whick
LPG and gas can be injected into the presgently producing formation under-
lying the Tlnitized Area for the efficient recovery of the greatesi gquantity
of oll therefrum, ueing an injection well on adjacent land located five feet
from the southeast corner of the Unitized Area, and which requires the
consolidation of the leases covering the Unitized Area as a single lease
in order to effect a transfer of all or a part of the allowables of the
gseveral weils on the Unitized Area to the well on the Unitized Area off-
setting the injection well so as to allow freedor in the operation of such
well as a part of the pilot project; and

WHEREAS, it is the desire of the psr*ies hereto that the leases

covering the Unitized Area be sc consolidated, developed, operated and




“reated as a single lease in order to enable lLessees to participate in

sald pilot LPG high-pressure gas injection project and, if successful,
to carry on pressure maintenance operations on the Unitized Area and to
otherwise more efficiently develop, produce and operate said leazes and
il Jeh waa wew p#b, OULALD & greater recovery, prevent waste, and
thereby more properly conserve the oil and ges resocurces of the State;
NOW, THEREFORE, premises considered and in consideration of

the mutual covenants and agreements of the parties kereto, it is agreed

ag follows:

1. From and after the effective date hereof arnd subject to the
further provisions, conditions and limitations hereinafter set out, all of
the aforesald leases insofar as they relate to the Unitized Area sinrll,
for all intents, uses and purposes incident to the further development
and operation thereof for oil and gas, the ownership of the production,
and the payment of royaltiec, be unitized and treated as an entirety, all
to tane same extent and with the same force and effect as if =2id lands had
been included in a eingle iease to the Lessces in tue first instance.

2. For the purpose of sharing in the prodnction and for the
disbursement and payment of royalties and overriding royalties or other
payments with respect to production, all oil and gas produced from the
Unitized Area, regardless of the well or tract from which the same may be
produced, shall from and after the effective date herecf be treated as an
entirety and, except so much thereof as is used in the development and
operation of the Unitized Ares or is unaveidably logt, shall be apportioned
among and allocated to the several tracts comprising the Unitized Area in
accordance with the percentage pérticipation shown opposite such tracts
on Exhibit "A" hereto attached. All persons who in the absence of this
sgreement would have been entitled under the tgrms of said leases or
other contracts relating thereto to share in, receive or be paid royalties,
overriding royalties or other payments in respect to, production from a
perticular tract shall in lieu thereof, in like propovrtion and in like
manner and with the same force and effect, share in, or be paid royalties

or other payments in respect to, the production so allocated hervunder to

-? -




such tract as though the production so allocated to such tract hereunder

had actually been produced from such tract.

3. Wells drilled or other operations conducted by Lessees upon
any part of the Unitiz=d Area or production from arny well thereon ghall
for all uses and purpcses be considered as wells drilied and other opera-
tions conducted on and production from each lease covering any part of the
Unitized Area.

4. The terms and provisions of the various leases, agreements or
other instruments covering the several tracts comprising the Unitized Area
are hereby amended to the extent necessary to make them conform to the
terms and provisions of this agreement but otherwise shall remain and con-
tinue in full force and effect in accordance with the terms and conditions
thereof.

5. This agreement snall become and be effective as of 7:00
o'clock A.M. the day and year first above written and shall remein in force
80 iong as o0il and gas can be produced from the Unitized Area in paying
quantities. From and after the termination of this agreement all rights in
and to the several separate tracts and leases thereon within the Unitized
Ares shall revert to the separate owners thereof, all to the same extent as
if this agreement had not been entered into. Lessees ghall have a reason-
gkble time theresfter tc remove 211 materiai and eguipment nlsced thereon.

6. As soon as reasonably practical after the effective date
hereof Lessees in cooperation with lessees of adjacent lands shall with
diligence and in accordance with good engineering and production practices
establigh and conduct a pilot LPG high-precsure gas injection project to
determine the feasibllity and extent to which gas can be injected into the
presently producing formation underlying the Unitized Area for the efficient
recover& of the greatest quantity of oil and gas therefrom. If gas injec-
tion operations are determined by Lessees.to be feasible and profitable;
Lessees will to that extent conduct such operations on the Unitized Area
in accordance with good engineeriﬁg and production practices. Lessees may
abandon or change ir whole or in part any particular methed or methods of
operation, including such gas injection operations, if and in the event,

-3 -




en o g

at such time, and to the extent that any such method of operation as
applied to the Unitized Area is, in the best judgment of lessees, no longer

feasible, profitable or in accord with good engineering or production

nracttieeas Ar 46 14 ~ee

e e wiewe  Mih ik UL UPRIHLIUN A8 CEUVLEY
suited to the Unitized Arca.

T. Lessor and the Other Royalty Owners recognize that they are
not ‘éntitled to royalty or other payments based on the reproduced LPG, gas
or other substances (herein called "Outside Substances") purchased by
Lessees and associates from sources off the Unitized Area and injected into
the producing formetions thereunder, whether injected in the initial pilot
injection well on adjacent land or injection wells on the Unitized Ares,
and to provide a reasonable and practical basis of identifying the same
for accounting purposes it is agreed that one-eighth (1/8) of the entire
production produced and sold from the Unitized Area shall be deemed to be
Outgide Substances until the aggregate value of said 1/8 of said production
equals 23.95 per cent of the accumulated cost of the Outside Substances so
injected into the producing formation through the ipitiel pilot injection
well plus the entire accumulated cost to Lessees of the Outside Substances
80 injected into the producing formation through injection wells which may
be located on the Unitized Area. No royalty or other payments chsll L& aue
or payabie to Lessor or the Other Royalty Owners on caid 1/8 of the produc-
tion so deemed to be Outside Substances.

8. Tn the =svent that the oil and gas lessees of the other lands
embraced within the pilot area of the pilot LPG high-pressure gas injection
mroject agree with the United States Geological Survey vpon a plan for the
nonpayment of rcyalty on production in lieu of Outside Substances injected
which is more favorable to Lessor and the Other Royalty Owners than that
provided in paragraph 7 hereof, then such paragraph 7 shall be revised
retroactively to the effective date of this agreement to provide for such
more favorable treatment.

Y. The phrase "oil and gas" wherever used in this agreement snall
not only refer to oil and gas as such in combinatién cne with the other but

shall have reference tu oil, gas, casinghead gas, casinghead gasoline or

S TR




other hydrocarbons or any combination therecf which may underlie or te
produced from the lends comprising the Unitized Ares.

10. It is understood that Lessees coincident with the execution
of this agreement have entered into a separate Operating Agreement a=fining
more in detail the righte and obligations as among themselves with respe-
to the cooperative development and operation of the Unitized Arsa.

11. Lessees shall make a proper and timely gauge of all lease or
cther tanks to ascertain the amount of oil in such tanks as of the effective
date hereof. Such oil shall remain and be the property of the parties own-

ing the same imm=distely prior to such time.

12. This agreement is made subject to all laws, rules and regu-
lations of any duly constituted authority having Jurisdiction.

13. This agreement may be executed in any number of counterparts
or ratified by separate instrument, &1l of which shall be considered to-

gether as one instrument.

14. This agreement shall constitute a covenant running with the
lands embraced within the Unitized Area and shall extend to and be binding
upon and inure to the benefit of the parties hereto and persons who may
later execute this agreement or a ratification thereof, their respective
heirs, administrators, executors, successors. legal repr=sentatives and
==5izns, whether or not this agreement be executed by 211 of the parties
owning minerals, royalties, overriding royalties or other rights in and to
the several tracts comprising the Unitized Area; provided that if this
egreement is not executed by lessor and all lessees by the 1lst day of
October, 1957, it shall thereupon terminate and be of no further force
and effect.

IN WITNESS WHERE(QF, the perties hereto have executed this agree-
ment as of the day and year first asbove written.

THE STATE OF NEW MEXICO

By
Commissioner of Public Lands
LESSOR
ATTEST: PHILLIPS PETROLEUM COMFANY
. By
Assistant Secretary Vice President
ATTEST: EL PASO NATURAL GAS PRODUCTS COMPANY
By
Secretary Preczident
ATTEST: BROOKHAVEN OIL COMPANY
— =




STATE OF NEW MEXICO )
ss.
COUNTY OF )
On tnis . dav oi L1, Lefore me personally
appearsd , Dommoceionc: ol Punilo Ipedn of S0 Diges
of New Mcxxco. to me knowr to be +he person described In and who s-22uted

B - R N QA DR T gy O PR . P TP S

his free a"t ard dogﬂ afd in the capacity t*cr¢¢n %’"‘54.

Notary Public
My commission expires:

STATE OF OKLAHOMA )
) ss.
COUNTY OF WASHINGTON )
On this day of , 1957, before me appeared

s to me personally known, who, being by me duly sworn,

did say that he is the Vice President of PHILLIPS PETROLEUM COMPANY, and

that the seal affixed to said instrument is the corporate seal of said

corporation, and that said instrument was signed and sealed in behalf of

said corporation by authority of jts Board of Directors, and said
acknowiedged said instrumeat to be the free act

and deed of said corporation.

Notary Public
My commission expires:

STATE OF )
) Ss.
COUNTY OF )
On this day of , 1857, before me appeared
, tc me personalily known, who, being by me duly sworn,
did say that he is the President of EL PASO NATURAL GAS FRODUCTS COMFANY,

and that the seal affixed to said instrument is the corporate seal of said
corporation, and that said instrument was signed ard sealed in behalf of
said corporation by authority of its Board of Direcitors, and zaid
acknowledged said instrument to be the frse act
and deed of said corporation.

Notary Public
My commission expires:




STATE OF )
) ss.
COUNTY OF )
On this day of . 1957, before me appeared
, to me personally ¥kncwn, whe boirg by me Yulw
sworn, aid say that he is the Precident of BROOKHAVEN OQI1 COMPaNY. and

that the seal affixed to said instrument iz the corpevats €23l ©f saud corpe
et ~ed dhat cadAR desdbiomand sme sioned and cecaled in Pahall of w3743
corporation by authority of :ts Board of Directors a-i -avi

acknowliedged said inestrument to te the free art and d-wd of =aid crorporat ior.

N

(9]
o

ary Publin
My commission expires:

STATE OF )
) SS-
COUNTY OF )
On this day of , 1957, before me personally
appeared s 1O me known 1o be the p=rson de:scribed in

and who executed the foregoing instrument, and acunowledged that executed
the same as free act and deed.

Notary Public
My commission expires:




Tract
No.

\n L 93] o

Descriggion

W/2 NE/L; sw/b
and E/2 SE/b4

SW/4 NW/L
SE/4 NW/L
NW/4 SE/4
SW/k SE/M4

all in Sec. 36,
Twp. 26N, Rge. 13W,
San Juan County,
New Mexico

New Mex.

Lease No.

E-9707

E-9707
E-4500-2
E-9707
E-3148.2

Tract

Participation

PercentgggL

66.666668

8.333333
8.333333
8.333333
8.333333




. CERTIFICATE OF APPROVAL
AY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

~

oM 0 L P A Y UNTITT

—— o

There having been presented to the undersigned Commissioner of
Zuoxxc L:n?s OiI Lhe >tate 0! New Mexico I1or examination, the attacnea
greemen or the development and operation of acreage which | -
described within the atiached Agreement, dated Z/Jo/ﬂv 23“1"“4; /75/-
which has been executed or {s to be executed by partles ng aﬂﬂ
holding o!l and gas leases and royalty interests i{n and urder the

property described, and upon exam!nation of sal!d Agreement, the Com-
missioner finds;

(a) That such agreement will tend to promote the
conservation of oll and gas and the better
utilization of reservoir energy Iln said area.

(b) That under the proposed agreement the State
of New Mexico will receive its fair share of
the recoverable o0il or gas in place under 1its
lands in the area.

(¢) That each beneficiary Institution of the State
of New Mexico will receive Its fair and equl-
table share of the recoverable o0il1 and gas
under its lands within the area.

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

" NOW, THEREFORE, by virtue of the authority conferred upon me
under Sections 7-11-39, 7-11-}40, 7-11=-41, 7-11-47, 7-11-48, New Mexico
Statutes Annotated 1953 Compilation, I, the undersigned, Commissioner
of Public Lands of the State of New Mexico, for the purpose of more
properly conserving the oil and gas resources of the State, do hereby
consent to and approve the said Agreement, and any leases embracing
lands of the State of New Mexico within the area shall be and the
same are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and conditions
of sald Agreement. This approval is subject to all of the provisions
of the aforesaid statutes.

IN WITNESS WHERBOF, this Certiticate of Approval is executed,
with seal affixed, thls ___30th day of _. _ September 19 57 .

e e,

L

“Commissionerfof—Public Lands
of the State of New Mexico
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UNIT AGREDONT .
ROBPAR UNIT, S8AN JUAR COUNTY, YEW MRXICU

THIS AGREDMENT, mede and entersd into this 2 /wfday >
August, 1557, by and between THE STATRE OF NEW MEXICC, acting L~ and
through the Comalissiomer of Public Lands under authority and by virtue
of Bections T7-11-39 to 7-11-42, New Mexico Statutes 1953, herelnafter
called "Lessor,” and PHILLIPS PETROLEUM COMPANY, a corporatinn, El PAS
NATYTHAL JAS PRIDUCTS "OMPANY, 2 sorporatn, and EXOCEAAVEN ‘\"fi. TNPANT
a -orporation, nereinaiter ca.led “"Lessees,’ an: e ualer€ighe
as "{ther Roymlty <nwmers,”

w

bt

TNEGSSET'T
WHFEREAS, Lessees are tne owners of sepurale 0li And Sa: .¢85€u
executed by Lessor covering certain lands in Sar. Juan Cow.ty, New Mexic o,

which leases and lands are more fully described in Exnibit "A" naereto

attached, said lands being hereinafter referred to as the "Unitized Area”;
end

WHEREAS, the parties signing this agreement as Other Royalty
Owpers own overrifing or cther izntsrssis, other than a working interest,
in and to the production from one or more of said leases; ard

WHEREAS, Lessees have entered into an agreement vith lessees of
sdjacent lands for the cooperative corduct of a pilot LPFG high-pressure
g8 injection project to determine the feasibility and extent to which
170 and gas can be injected into the presently producing formation under-
lying the Unitized Area for t! . efficient recovery of the greatest guantity
af oil therefrom, using an injection welil on adjacent land located five fect
from the southeust cormer of.the Unitized Area, and which requires the:
consolidation of the leases covering the Unitized Area as a single lease
in order to effect a transfer of all or a part of the allowables of the
several wells on the Unitized Area to the well on the Unitized Area off-
setting the injection vell s8c as to allow freedom in the operation of such
well a8 & part of the pilot project; and

WHEREAS, :t 18 tne desire ~f the part.es hereto that tae leases

covering tne Jnit.zed Area be sC consc.idated, dev >loped, operated anc




treated as a single lease in order to enable Lessees tc participate in
said pilot LPG nigh-pressure zas injlectlion prolect ang, .!f su-cessful,
€0 carry on pressure maintenance operations on thne Unitized Arem and to
e L v~ vasavatuvly Gevelop, produce and operate sAall leazex and
lands for oil and gas, obtain a greater recovery, prevent waste, and
thereby more properly conserve the oil and gas resources of the St a“‘f‘.

NOW, THEREFORE, premises considered and in comsiders® on ¢
the mitual covenants and agreaments of the parties herstc, (t is agreed
ss follows:

1. From and after the effective date hereof a1 subjest to the
further provisions, conditions and limitations hereilnafter set out, all of
the aforessid leases insofar 28 they relate to the Unitized Area shall,
for all intents, uses and purposes incident to the further development-
and operation thereof for oil and gas, the owmership of the production,
and the payment »f royalties, be unitized and treated as an entirety, all
to the same extent and with the same force and =ffect as if said lands hed
been included in & single lease to the Lessees in the first instance.

2. For the purpose of sharing in the production and for the
disbursement and payment of royalties and overriding royalties or other
Mtl with respect to production, all oil and gas produced from the
Urnitize? Area, regardless of the‘vell or tract from wvhich the same may be
w25, anali from a.nd_u.fter the effective date hereof be 'trected as an
entirety and, except so much there~f as is used in the development and
operation of the Unitized Ares or is unavoidably lost, shall be spportioned
smong and allocated to the several tracts comprising the Unitized Area in

sccordance with the percentage participation shown opposite such tracts

on Exhibit "A" hereto attached. All persons who in the absence of this

agreement vould have been entitled under the terms of said leases or

Other contracis relating thereto to share in, receive or be paiéd royalt.ies,
overriding royalties or other payments in respect to, production frox a
particular tract shall in lieu thereof, in like proportioo and in l ke
manner and with the same force and effect, share in, or be peid -dyaitizs
or other payments in respect to, the production ec a.located nercuncer G

e
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such tmi as though the productior so allocated to such iract lereunder

nad actuaily beern produced from such tract.

‘. Wellg dArillied or otner cperat . ce nia tet £y lensesea gpon
L il e L e maM e aee e e e = e . Ceens

for ali uses and purposes be considered as welis drilijled and otnher opera-

tions conducted on and production from each lease -cverirg any part of the
Unitized Ares.

4.‘. The terms and provisions cf the various leases, agreemente Or
other instruments covering the several tracts comprising the Unitized Area
are hereby amssded to the extent necessary ‘o make them conform to the
terma and provisiens of this agreement but otherwvise shall remain and con-
tﬁuw in full force and effect ir accordance with the terms and conditioas
thereof.

5. This agreement shall become and be effective as of 7:00
o'clock A.M. the day and year firat above written and shall resain in force
80 long &8s oil and gas can be produced from the Unitized Area in paying
qantities. From and after the termination of this agreement ell rights in
and to the several separate tracts and leases therecn within the Unitized
Area shalii reveri to the nep.i-ate owners thereof, all to the same extent as
if this ljz‘euent had not. been entered into. Lessees shall have & reason-
able time thareafter to remove all material and equipment placed thereon.

6. As soon as reasonubly practical after the effec*ive date
hereof Lessees in cooperation with lessees of adgacgnt lands shall with
diligence and in accordance with good engineering and production practices
elublis.n and conduct a pilot LPGC high-pressure gas injection prolect to
detemire tue feasibility and extent to wiich &8s cen ‘be 1n.jécted into the
presentliy producing formation urderlying the Unitized Area for the efficient
recovery O! the greatest quantity of oil and gas therefrom. If gms injec-
tion operations are determined by Lessees to be feasible and profitable,
Lessees wiil to that extent conduct such operations on tne Unitized Area
in accordance with good engineering and production practices. Lessees may
abanlion or change 1in ‘'whole or in part any particular methced or metnods of

operation, imcluding such gas injection operations, if and in the event,

-3 -




at such time, and to the ¢xtent that any such method of operation as
applied to the Unitized Ares is, in the best Judgment of Lessees, no longer
feasivle, profitable or in accord with good engineering or production

PrecliCe8 OF il it Gppcous vums wevma ooiev. "N~ ~F rmerationu (s betler

suited to the Unitized Ares.

. T. Lessor and the Other Royalty Owners rezogaize tnat *ney are
not entitled to royslty or other paymsnts based on the reproduced LFG, gas
or other substances (herein called “"Outside Substances”) pur~nased by
Lessces and sssoclates from sources off the Unitized Ar-a <% {njestel 1nt.
the producing formations thereunder, whether injected i; tne ini*ial pi.>
inlection well on adjacent land or 1nJec;§9n vells on tne Unitized Area,
and to provic;e a reasonable and practicel basis of identifying the same
for accounting purposes it is agreed that one-eighth (1/€) cf tne entire
production produced and sold from the Unitized Area snall be deemed tc be

Outside Substances until the aggregate value of said 1/6 of said productidn

oquals 23.95 per cent cf the accumilated cost uf tne Jutside Substances eo

injected into the producinaz formation through the initial pi-ct in)ection

well plus the entire accumulated cost to Leesees of tte Jutc!de Jubsetances

s0 injected into the producing formation throug: Iin ection wel.s wil ” may

be located on the Unitized Area. NoO rcyalty or ¢‘ner pa/mepr*= snAll e iae
_ or paysble to Lessor or the Other Royalty Owners on faia /% ! * e proiu. -
| tion so deemed to be Cutside Substances.

8. 1In the event that the 01l and gas leesees c? tne vtner lands

Y

~xbraced within the pilot area of the pilot LPG high-preesurs~ gar 5/~ ti'n
jcclect agree with tne United States Geological SBurvey upon a pian for tne
nonpayment of royalty on production in lieu of Qutaide Subetances injerted
vaich is more favorable tc Lessor and the Other Royalty Owners tian tna’
provided in peregraph 7 hereof, then such paragraph 7 shall be revisged
retroactively to t.be effective date of this agreemenrt to provide for quch
more favorable treatment.

. G. The purase "01l and gas’ wherever used in tnis agreement shall

not only refer to o0il and gas as sucn in combinatior one w'tnh Lne 2tner but

shall have reference tc 2il, gas, ast.pnead <8, as5inLLnean gaz. lige




other hydrocarbons or any combinatioo thereof which may underlie or be
produced from the lands comprising the Unitized Ares.

10. It is understood t.b‘t‘ Lessees coincident with the execution
0z tais agreement have entered into a separate (persting Agreement defining
more in detail the rights and obligations es among themselves with respect
to the cooperative development and operation of the Unitized Area.

11. Lessees shall make a proper and timely gauge of all lease or

other tanks to ascertain the amount of oil in su~h tanks as of the effective
date heresf. Such 01l shall remain and be the propertv ~* the paries ovn-

ing the same immediately prior to such time.

12. This agreement is made subject to all laws, rules and regu-
lations of any duly constituted authority heving Jurisdi~t.on.

13. This agreement may be executed in any numter »f ounterparis

or ratified by separate instrument, all of which shall be considered te-
gether as one instrument.

l4. Tuis agreement ahall constitute & coveran: juaping viv
lands embraced within the Unitized Area and shall extend to and be binding
upon and inure to the benefit of the parties hereto and persons who may
later execute this agreement or a ratification thereof, their respective
heirs, administretors, executors, successors, legal representalives and
assigns, whether or not this agreement be executed by all of the parties
m minerals, royslties, overriding roysltiee or other rights in and to
the several tracts comprising the Unitized Ares; provided that if this
agreement is not executed by Lessor and all Lessees by the 1lst day of
October, 1957, it shail thereupcn terminate and be of no further force
and effect. '

IN WITNESS WHERECF, the ;a.ﬁ.iec heretc have executed this sgree-
mer.t as of the day and year first above written.

THE STATE OF NEW MEXICO

By
Commisslioner of Public Launde
LESSOR

ATTEST _ PHILLIPS OLECM C(MP,
Apslstart Secretary ce President
e -
TTNE Fl PASC NATURAL A4S PnODIVTS COMPANY

- % ke B‘:',é‘:-—;»-S\Z WA "‘*u! P

¢ e1,-+ Secretary ¥ie Presiaere
~TFST

BTOKHAVEN TILCOMPEN

7 '/.‘.1 M.,LL&/ BN
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‘My commission expires:

STATE OF NEW MEXICO

| NS
) .
COUNTY uF )
“mownds day LY P S
appsared — , XAL.EELope: ¢ Bl land
of New Mexlcr, Lo me KNOWH %5 Lk tie Drerorm - o

the foregolrg inst=— . i ackovwledged tiat o s tet
nee iree act and deed and in the rapacity trereis, <'ated.

Notary Publi-
My ‘commissiourn expires:

STATE OF CELAH(MA
COUNTY UF WASHINGTON )

on tris 274 day of Aeegain?

s 1957, tefore m+ appeared
oeaf . , O me persohally known, who, being by me Jduly swori,

thet nhe 18 the Vice President of PHILLIPS PETROLE'M COMPANY, and
the gesal affixed to said instrument i8 the corporate seal _f said

corporation, amd that sa’i instrument was signed and sealed in behalt

said corporaJion by authcrity of ite Board of Directors, and said
e Jhacadon, acknowledged said instrument tc be the free act

and Aked of said corporation.

@& ﬁﬁLL-JALM

of

- No‘szrv Dooiis

g_‘gﬂ, 7 ‘8L

STATE OF e v aa

CLUNTY w&z é L g

o 'u'__il‘“ way of suder . Lo

kL ® ey . toome pefeonelly kaown, whioo ey

Nt Naa
A
.

- - . —— -~ - N ‘ e “.pc .; I3 -‘ &)
S EAY L, T a4 Frestdet of EL PASC NA™HAL AL r% #% 5 "OMFV
Afid Lot o e JUTweer L0 eald instrument is the o oot a . EE
e rARLL R Tt g irst ryument waE slgned a0 A .
ST oa Lot ssThority o7 dte Roapd of Dires oo a0
oty - o snarowledped said {ustrumer* core oL 7 !
wr? leed N yoar AT UL,
. Notary Pui.:
.M T MECieS L . cAiDlIes:
«
»
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STATE oF AT .
- g ) $'
COUNTY OF "~ _ -

——tzicrfo )

o A
7
On is - “‘S day o e 'Q%:II 4'5 s lyz7, betrre He o appeare §
& ﬁa’ é% E » tOo me Personaliv ~
svorn. o=

R R e 1'1..'\
e owe A8 Lde

R President of B Kiavie U
that the 8eal affixed to sa1a 7

. MPAN

instrument s tne CCriorate teg; el o
Tation, and that sald instrument Yas signed and sealed in teajr .o ra1d
corporation by suthority of its Board cr Directors, ang caid < 7 K
acknow}, said instrument to be the free &ctl and deegd f R ) At oy

e . - ”
R = 0 Sy < - ﬁ' T
Nctary Fﬁ!:

My commission expires:

My Commwssion Expires Mar 19 1960

SIATE oF_z,,. 2 asiatt )
. ) ss.
COUNTY oF ;{; 7 )
On this P44 day of - » 1957, before e [vrsonally
8Ppearedi.,., ;. wsd LR ,{i me écwn Lo be the persor qu-
and who execuipﬁ sie ?oregoIng inst:

r.bed in
rument, and acknow] “xe-uted
the same ag t‘. - free act and deed.

edged tnat 5;_

'/
Notary Publ{c

My commiss ion eXpireg-

-

=~
e

T ——
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EXHIBIT "A”
—_—

Tract New Moy, L e
No. DescriE;on Leasc No. LU g
1 W/ oW/ ~

and E/> SE/w
2 SW/L Nw/s £ .-
3 SE/« 1w/ . Beeose Ly

4 NW/« SE . A RS




