
L A W O F F I C E S 

A. J . L O S E E 

E D W A R D B . S T E W A R T 

L O S E E AND STEWART 
C A R P E R B U I L D I N G - P. O . D R A W E R 2 3 S 

A R T E S I A , N E W M E X I C O 

10 July 1964 

A R E A C O D E 5 0 5 

7 4 6 - 3 5 0 8 

7/43 

Mr. A. L. Porter, Jr. / 
Secretary-Director , 
Oil Conservation Commission of 

New Mexico 
Santa Fe, New Mexico 

Dear Mr. Porter: 

Enclosed herewith you wi l l please find triplicate copies 
of the Application of Neil E. Salsich, Ltd. for adminis­
trative approval of an exception to Rule 309-A of the 
Oil Conservation Commission permitting the commingling of 
production from three separate leases into a common tank 
battery. Commingling of production from two of these 
leases has heretofore been administratively approved by 
your Order CTB-102. 

We are this day furnishing the Commissioner of Public 
Lands with a copy of the Application and we are request­
ing that he approve the Application and notify your 
office of such approval. 

Thank you in advance for your consideration of this Ap­
plication. 

Very truly yours, 

AJL/bk 
Enclosures 

cc Mr. Neil E. Salsich 
411 N. Loraine 
Midland, Texas 

A. J. 
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BEFORE THE OIL CONSERVATION COMMISSION 

STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION ) 
OF NEIL E. SALSICH, LTD., FOR ) 
ADMINISTRATIVE APPROVAL OF AN ) 
EXCEPTION TO RULE 309-A OF THE ) No. 
NEW MEXICO OIL CONSERVATION ) 
COMMISSION. ) 

) 

APPLICATION 

COMES NEIL E. SALSICH, LTD., by Losee and Stewart, 

its attorneys, and respectfully states: 

1. That Applicant is the operator of the following 

State of New Mexico Oil and Gas Leases covering lands in 

Section 36, Township 16 South, Range 29 East, N.M.P.M., 

Eddy County, New Mexico, to-wit: 

A) Leonard State Lease B-2175 embracing 
N/2 NW/4, SE/4 NW/4, S/2 NE/4, NW/4 SE/4, 
S/2 SE/4, SE/4 SW/4, 

B) Hollis State Lease E-785 embracing 
N/2 SW/4, SW/4 NW/4, NE/4 SE/4, 

C) Miley State Lease B-2175 embracing 
SW/4 SW/4, 

Only insofar as said leases extend to and 
include the above lands from the surface 
down to 3,000 feet below the surface. 

2. That heretofore on March 7, 1963, A. L. Porter, 

Jr., Secretary-Director of the New Mexico Oil Conservation 

Commission (hereinafter referred to as "Commission") enter­

ed Administrative Order CTB-102 authorizing the commingling 

of Square Lake Grayburg production from Leases A and B above, 



subject to the allocation of production on the basis of 

periodic well tests and the provision of the Commission's 

"Manual for the Installation and Operation of Commingling 

Facilities". 

3. The Applicant now proposes to commingle produc­

tion from the above three leases into a common tank battery 

and there is attached hereto and by reference made a part 

hereof, a plat of the leases showing thereon the wells and 

a schematic diagram of the proposed commingling facility 

in accordance with the Commission's "Manual for the In­

stallation and Operation of Commingling Facilities". The 

commingling facility for leases A and B above is identical 

to that approved by the Commission's Administrative Order 

CTB-102 and the additional commingling facility required to 

accommodate Lease C is shown on the plat and schematic dia­

gram in red. 

4. That a l l of the production from the three leases 

is from the same common source of supply, namely the Grayburg 

formation in the Square Lake field. 

5. That as shown by said schematic diagram, adequate 

facilities w i l l be provided for accurately determining pro­

duction from each well at reasonable intervals. 

6. That with the exception of the State of New 

Mexico as the royalty owner under a l l three leases, a l l 

parties owning an interest in production from the leases, 

have consented in writing to the commingling of production. 



This consent was given by the owners of Leases A and B 

above in paragraph 3 of the Communitization Agreement, 

effective February 1, 1963, counterpart copies of which 

were furnished to the Commission in connection with the 

application for Administrative Order CTB-102. This con­

sent is again reflected by a l l of the owners of Leases 

A, B and C above in the Amendment and Ratification of 

Communitization Agreement made as of June 1, 1964, and 

Xerox copies of such Amendment executed in counterpart 

are attached hereto and by reference made a part hereof. 

! ished to the Commissioner of Public Lands of the State of 

New Mexico with a request that the lessor approve this com 

mingling of production as above outlined. 

WHEREFORE, Applicant prays that pursuant to Rule 

309-B, the Secretary-Director of the Oil Conservation 

Commission of New Mexico administratively approve this 

exception to Rule 309-A to permit the commingling of 

Square Lake Grayburg production from three separate leas­

es in a common tank battery. 

7. That a copy of this application is being furn-

LOSEE AND STEWART 

Carper Building 
Artesia, New Mexico 
Attorneys for Applicant. 
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AMENDMENT AND RATIFICATION 
OF COMMUNITIZATION AGREEMENT 

THIS AMENDMENT, made and entered into as of June 1, 1964, 
between the undersigned parties, hereinafter referred to as 
"parties hereto," 

W I T N E S S E T H : 

WHEREAS, effective February 1, 1963, various of the par­
ties hereto entered into a Communitization Agreement covering a 
portion of two State of New Mexico Oil and Gas Leases and refer­
ence for a l l purposes is here made to the counterpart copies of 
said agreements recorded in Book 131, Pages 176 through 188 and 
Page 280 of the Oil and Gas Records of Eddy County (said Agree­
ment w i l l hereinafter be referred to as "Communitization Agree­
ment") ; and 

WHEREAS, the parties hereto are the owners of a l l inter­
ests under the Communitization Agreement and a l l interests under 
the hereinafter described o i l and gas lease, except the royalty 
interests owned by the State of New Mexico, and the parties here­
to desire to enlarge the communitized area covered by the Com­
munitization Agreement to include an o i l and gas lease made on 
October 10, 1933, between the State of New Mexico and Harry 
Leonard insofar as i t covers the SW/4 SW/4 Section 36, Township 
16 South, Range 29 East, N.M.P.M., bearing State Lease No. B-2175. 

NOW THEREFORE, in consideration of the mutual covenants 
and agreements to be kept and performed by the parties hereto, 
the Communitization Agreement is hereby amended and ratified as 
follows: 

1. The "communitized area" is hereby enlarged to include 
the above described lease and lands from the surface down to a 
depth of 3,000 feet (a total of 560 acres) and during the effec­
tive period of the Communitization Agreement, as herein amended, 
in lieu of the fractional amount of production which each party 
hereto would otherwise be entitled to receive from the enlarged 
communitized area, the parties hereto shall receive the percent­
ages set opposite their names, to-wit: 

Neil E. Salsich, Ltd. 
Neil E. Salsich, Jr. 
Leonard Oil Company 
.Gulf Oil Corporation 

J. F. McAdams 

H. L. Atnipp 

Dorothy Alcorn 

Raymond F. Fort 

41.095540 
18.509547 
18.509547 
1.669339 

1.669339 

0.666712 

0.666712 

0.426653 

as a working interest 
as a working interest 
as a working interest 
as an overriding 
royalty interest 
as an overriding 
royalty interest 
as an overriding 
royalty interest 
as an overriding 
royalty interest 
as an overriding 
rovaltv interest 



Leonard O i l Company 3.897510 as an overriding 
royalty interest 

Mrs. V. M. Miley 0.389101 as an overriding 
royalty interest 

Total Interests Com­
munitized 87.50000 

2. A l l of the terms and provisions of the Communitiza­
tion Agreement as herein amended, are hereby r a t i f i e d , confirmed 
and adopted for a l l intents and purposes as i f each party hereto 
were a signatory party to both the Communitization Agreement and 
this amendment. 

3. Except as herein amended, said Communitization Agree­
ment shall remain i n force and effect according to i t s terms and 
the same shall be binding upon and inure to the benefit of the 
respective heirs, successors and assigns of the parties hereto. 

IN WITNESS WHEREOF, the parties hereto have executed this 
agreement in counterpart to be effective as of 7:00 a.m. on the 
day and year f i r s t hereinabove written. 

NEIL E. SALSICH, LTD. 

-2-



STATE OF _ 

COUNTY OF 
ss. 

The foregoing instrument was acknowledged before me 
.this f # & day of June, 1964, by NEIL E. SALSICH, General 
•Partner on behalf of NEIL E. SALSICH, LTD., a Limited Part­
nership. 

My commission expires: 
Notary/ 

y^7 
Notary/Public 

STATE OF /jA/./f*~» 

COUNTY OF 
s s . 

jphe foregoing instrument was acknowledged before me 
this f Q L U day, of June, 1964, by NEIL E. SALSICH, JR. and 

i^ti-/ £ , SALSICH, his wife. 

My commission expires: 
btary /Public 

'' STATE OF %yJ 7}iUu> 

COUNTY OF ^AASVAJ 
s s . 

) 

The foregoing instrument was acknowledged before me 
t h i f ' # U d a Y o f June, 1964, by /t^gg»^ ^ U ^ i ^ u t ^ . 

President of LEONARD OIL COMPANŶ  a New Mexico 
corporation, on behalf of said corporation. 

My commission expires 
i ^ Z ^ ^ /4fr 7 

STATE OF NEW MEXICO 

Nojfcary Public 

COUNTY OF CHAVES ) 
ss. 

The foregoing instrument was acknowledged before me 
j r ithis //• Cw day of June, 1964, by EL B. HQPKIMS 
'• Attorney i n Fact on behalf of GULF OIL CORPORATION, a 
.. r corporation. 

'6 
Myrcommission expires: 
My GorrimUtion Expires August 15. 1966 N o t a r y P u b l i c 

..••••''^C 1 STATK"OF REW MEXICO, CouSty oFEdfdy, "ss. I herety certify that tiiU Instrument was ffi*3 for" 
' ' . recort oa ttw \d>~ ftsy o< < ^ / ^ / > 10-45fot ..ZjJjfjSu.... o'clock ~CL.M.,, and duly 

recorded in Book -J£2££, page d£#L of the Records of ^^LJL^S^L. 
Gefaldlne Maoaifey, County Clerk 

- 3 -



O I L C O N S E R V A T I O N C O M M I S S I O N 
P. O . BOX 871 

SANTA F E , NEW MEXICO 

March 7, 1963 

Mr. A. j , Losee 
Losee and Stewart 
Attorneys at Law 
P. 0. Box 339 
Artesia, New Mexico 

Administrative Order CTB-102 

Dear Mr. Loseei 

Reference ia made te your application dated February 4, 1963, 
for administrative approval of an exception to Rule 309-A of the 
commission Ms* and Reflations *• perwit 3011 B. salelch, Ltd. 
to comolntsle •quays Lake giaybmT groe>»cti<m from state of New 
Mexico Lease MO. B417I SMp^MH **» */2 Sl/4 MM/4, S/2 
NE/4, HW/4 iB/4, 8/1 **/*t 8B/4 «V4 «e«ti«tt 36, Township 16 
south. Range at Jtast aad Stata of a>w Mexico Lease Ho. B*7@5 com­
prising tho U/% SP#* 8X/A S*/4t. J»y4.aW«V*t..Mt*pn 36, Township 
16 south, Range 29 East, a^dy Co#ty, H*w Mexico, allocating the 
production on the basis of piriodiof well tests. 

Under the authority granted no pursuant to Rule 309-B, Neil 
B. Salsich, Ltd. i s hereby authorised to commingle the above-
described product*** oo preppsad, pubject to tbe provisions of 
the Commission "lioaual for tho Xa»*a*lotion on* Operation of 
Commingling Facilities." 

Vo*y truly yours, 

ft. L. PORTER, Jr., 
Secretary-Director 

ALP/DSN/esr 

ect Oil Conservation Commission (with enclosure) - Artesia 
Oil & Gas Engineering Conmittee * Hobbs 
State Land Office - Santa Fa 



March 4, 1943 

A. J. horn—, Esquire 
Attorney at Law 
Losee snd Stewart 
p. o. Drawer 239 
Arteaia, Mew Mexico 

Hat Request to coasalngle production froa stata 
Wit* p~»i?i m§ 1-7**? 

Dear S i n 

Aa per your telephone conversation with Mr. Tad 
Bilberry, this office lo approving your request to 
coaatingle production froa two separata leases. The 
beneficiary is Cowmon on both. 

We will require that you send us a metered pro­
duction roport from ono af tho leases at regular inter­
vals. 

Thank you for the diagrams showing your wells and 
tank battery. 

Very truly yours, 

1. 8. JOH8VY WALXKR 
COMKISSIOWR Of PUBLIC LAUDS 

Byt 

ROMULO MARTINBZ 
Oil and Oas Department 

IW/RM/pr 

ect Oil and Qas Accounting coomission 

Oil Conservation CcoaUssion 



L A W O F F I C E S 

LOSEE AND STEWART 
C A R P E R B U I L D I N G - P. O . S O X 2 3 9 

A. J . L O S E E 
A R T E S I A , N E W M E X I C O 

4 February 1963 

0 ) i-

Mr. A. L. Porter, Jr. 
Secretary-Director 
O i l Conservation Commission of New Mexico 
Santa Fe, Hew Mexico 

Dear Mr. Porter: 

Enclosed herewith you w i l l please f i n d t r i p l i c a t e copies 
of Application by N e i l E. Salsich, Ltd. f o r administrative 
approval of an exception to Rule 309-A of the O i l Conserva­
t i o n Commission permitting the commingling of production 
from two separate leases i n t o a common tank battery. 

The oxvnership of the production from these leases i s common 
throughout and wi t h the exception of the State of New Mexico 
as lessor, a l l parties have consented to t h i s commingling 
application. With a carbon copy of t h i s l e t t e r , I am furn­
ishing the Commissioner of Public Lands with a copy of t h i s 
application and requesting that the State Land Office approve 
th i s application. 

Thank you i n advance f o r your a t t e n t i o n to t h i s request. 

AJL/bk 
Enclosures 

cc Commissioner of Public Lands 
N e i l E. Salsich 
Archie Spe. i r 

Very t r u l y yours 

A. J : Losee 



BEFORE THE OIL CONSERVATION COMMISSION 

OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
NEIL E. SALSICH, LTD, FOR ADMINISTRATIVE 
APPROVAL OF AN EXCEPTION TO RULE 309-A. NO, 

APPLICATION 

COMES NEIL E. SALSICH, LTD., by Losee and Stewart, 

t h e i r attorneys, and resp e c t f u l l y state: 

1. That N e i l E„ Salsich, Ltd. i s the operator of 

State of New Mexico O i l and Gas Lease B-2175, covering the 

following lands i n Eddy County, New Mexico: 

N/2 NW/4, SE/4 NW/4, S/2 NE/4, NW/4 SE/4, 
S/2 SE/4, SE/4 SW/4 Section 36, Township 
16 South, Range 29 East, N.M.P.M., 

and i s also the operator of State of New Mexico O i l and Gas 

Lease E-785, covering the following lands i n Eddy County, 

New Mexico: 

N/2 SW/4, SW/4 NW/4, NE/4 SE/4 Section 
36, Township 16 South, Range 29 East, 
N.M.P.M., 

only insofar as said leases extend to and include the above 

lands from the surface down to 3,000 feet below the surface. 

2„ The Applicant proposes to commingle production 

from the above two leases i n a common tank battery and there 

i s attached hereto and by reference made a part hereof, a 

pl a t of the leases showing thereon the wells and a schematic 

diagram of the proposed commingling f a c i l i t y i n accordance 



w i t h the Commission's "Manual f o r the I n s t a l l a t i o n and Opera­

t i o n of Commingling F a c i l i t i e s " . 

3. That a l l of the wells on the above described land 

are producing from the same common source of supply, namely 

the Grayburg formation. 

4. That as shown by said schematic diagram, adequate 

f a c i l i t i e s w i l l be i n s t a l l e d to permit a determination of the 

producing capacity of each w e l l on each lease at least once 

each month. 

5. That w i t h the exception of the State of New Mexico 

as royalty owner under both leases, a l l parties owning an i n t e r ­

est i n the leases have consented i n w r i t i n g to the commingling 

of production. That t h i s consent i s r e f l e c t e d i n paragraph Mo. 

3 of the attached Communitization Agreement between Nei l E„ 

Salsich, Ltd. and Southwestern, Inc., as the owners of a l l of 

the working i n t e r e s t production. That t h i s consent i s also 

shown i n paragraph No. 3 of the attached Overriding Royalty 

Communitization Agreement executed i n counterpart by a l l of 

overriding r o y a l t y i n t e r e s t owners and a copy of the signature 

page of each such i n t e r e s t owner. 

6. That the above referenced agreements also authorize 

the transfer of waterflood allowables w i t h i n the project area 

previously approved by the O i l Conservation Commission of New 

Mexico i n i t s Order No. R-2269. 

7. That a copy of t h i s Application i s being furnished 

to the Commissioner of Public Lands of the State of New Mexico 



with a request that the lessor approve t h i s commingling of 

production as above outlined. 

WHEREFORE, Applicant prays as follows: 

(a) That the Commissioner of Public Lands of the 

State of New Mexico approve t h i s commingling application; 

(b) That the Secretary-Director of the O i l Conserva­

t i o n Commission of New Mexico administratively approve t h i s 

exception to Rule 309-A to permit the commingling of produc­

t i o n from two separate leases i n a common tank battery. 

LOSEE AND STEWART 

A. J .--Losee 
P. 0. Drawer 239 
Artesia, New Mexico 

Attorneys f o r Applicant. 
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OVERRIDING ROYALTY COMMUNITIZATION AGREEMENT 

'iWl'.i AGREEMENT, made and entered int o by and between 
the parties Mt:>s>crib ing hereto, such parties being hereinafter 
referred t-. J. • "Parties Heroro", 

S S 

WHERI.AS, or. June 21 , 1962, tne Oil Conservation 
Ceramist, ;on o i ;ne State of New Mexico, by i t s Order No. R-2269, 
ir.- Case .w. 2 ;> •' 9, authorized the i n s t i t u t i o n of a waterflood 
project i.v- i fn- So\:are Lake Pool with the i n j e c t i o n of water 
through . i . \ t 1 U i a to the Grayburg formation and a map out-
1:1 nin,.; the sa.i -J wa£.erf lood project area in red is hereto 
a*.. I ached a- ;.>i * "A"; thai said oruer ar.d said map are by 
>•••[-.. r-...!";.: < .<:i.rt hereoX ; ;r'-<-' 

v.- • ?• . -it-.H Sal s i ; 'i, ;.-/ci. a-.»'j southwestern, Inc. 
< ; - j -) v t. owi BIS unci the -mri. Le.,: !;ti"fLo are the 
• ••<-. e In-. i: " interest HJIUTS e t t > two teases included 



WHEREAS, toe part Le:-, aero:..) recognise that the 
creation, or attei.roteu creation . 01 ar. a r t i f i c i a l water 
drive by the i n j e c t i o n or water into rb..- Gravburg formation 
tarough the water input: we l Is pcovioed Lot in rhe said O i l 
Conservation Commission order is a rea.-a>vab!..- and prudent pro­
ducing and engineering practice and • hi .-an. Les hereto desire 
c-. protect t h e i r corre lat ive righ* -,. ^ . f».-pr.s --he working 
interest owners to coi.uni!id.i»:- t'.. ; - . i .;m..-v storage 
i I i i t y . 

NOW, THEREFORE, i n cons i , \ .. ..e 'on- a-.utual 
-venants and agreements '<<•- be kept no ! K -tca^u' bv the 

parries hereto, i t is agreed as f o l i o 

'. . This a;. reerx. nV shal l of-o-Kt't- ei. fe- t i ;e un the 
f i r s t day o the calendar taor.th fn t loo ing th- ..••out h In which 
the working interest owners corunem .- :.. In i • ci the l i r s t 
water intw the input weiIs. The si,ro 
said working interest owners as t>- «: .u 
i n j e c t i o n of water is a l l that :iha 1 I 
<-.o. of production ir..-,. the eoromun i t i.-*.e. 
ter orders pursuant t J this agreemeo.: . 

statement or the 
o i\ot;r>-:enen r of the 
r \ red f a purchas-
,cj [ • :-o.-•.>. ics t ran a-

2. iXirinj the ef rent ive p 
o* lieo .. f ii. f r a c t i o n a l amount ei :. 
n-D h-i.-: - - ! ̂  t r - ro -

o O'T.nlur • j.'.' ! i';'..- , i.i'H- '..i . - O e f e 

o v e r r i d o o . . - o i l e r , cor r ercen. ' .agei . 

.Ls agreement , 
O i ' "' O. .J .L ' ; ' . 

' -t r - ; 

: :eS 

• i• r a ? i i ; ; 

. . r u ; * 
ra c . i.... .\ 'on J. pp 
re rhy o a I four ' 

-. ' I ; I C WOtTiO n 

vr.o.n.J i h 
• .a.: o i i Go; l o r r " • 

r.\a: K 

• i t . , 

,.••1:1 ceneo, 
c oi.iputed .•. •. 
as ro \ a i r j.>_ o 
terms o i -.. 

a.-c-i-s ano s 
. i .in o i , ' S 
.. hose o ,v. " 
r o: - •> i k . 
L ,n o ... s',i>. o 

.. _ l . 1 v.*. 

.' O i i 

Oi .. a t t - U : 

ro t i e Less.::: , 
\ -inn ja-» 

- a rho Lr ro 
• - .. - .< - '.: io - i <-. 

ga-? r ' \ r ' <. 
>J . : • », i • J v a i -. . ' 

r i t. res c ."wne. r:-. 
r a . •. r . ! ; C'd 

t h s ) 
• Jno< d , 

: h. r emis 
r.- i n : : . : oas 

• x e r 

-. * • • s a a l i 
a r t o r a l l 

.ho p r o d u c -
, i i ange i n 
.no noon 
••' have been 

i . pv o f the 
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3. The working i n t e r e s t owners s h a l l not be required 
to measure separately any production of o i l , gas or other 
hvdrocarbon substances from the communitized area by reason 
of the diverse ownership of the parties hereto. 

4. That in compliance with said Order No. R-2269 
of ih.e O i l Conservation Commission of the State of New Mexico, 
:r , part ies hereto authorize the transfer of allowables w i t h i n 

project area of this waterflood as the same i s outlined 
on Exhibit "A" attached hereto. 

5. This agreement s h a l l remain i n force and e f f e c t 
so long as water is being injected i n t o the Grayburg formation 
through any oi the input we l i s provided f o r herein. The terms 
and provisions of rhis agreement s h a l l be binding upon and 
inare to the benefit of the respective heirs, legal represen­
ta t i v e s , successors and assigns of the parties hereto and t h i s 
agreement shall constitute a covenant running with the leases 
and lands covered and affected hereby. 

6. Th is agreement s h a l l be binding upon each 
signatory parry hereto and may be exec ated i n any number of 
counterparts witn each such counterpart so executed to have 
i ne sar.it force and effect as an o r i g i n a l instrument and as i f 
a i i h -he parties t o the aggregate counterparts had signed 

ir. WI'thESS hli ERE Of, the o:r.;i-s • er a t ave executed 
this a rHooent i n multiple orl f,ino •• • os or the date above 
provided to paragraph 1 hereof. 

i C + . .k 4 w„ t t—. -.!——... 

oeAdams 



3. The working interest owners shall not be required 
to M u u n Mptr«c«iy aay product ioo of o i l , or uther 
hydrocarbon subatancea froa the c •nailttaad area by reeeoo 
of th« diverse ownership of th« parties hereto. 

4, That in compliance with Mid Order Ho. a-2269 
of the o i l a**aarve tion Ccanisf ion of the State of Mew Mexieo, 
the parties hart to authorise the transfer of allowables within 
th* project area of thi« waterflood aa tha M M is outlined 
on Exhibit "A" attached hereto. 

3, This agreement shall ram in In force and affect 
ao long ae water ia being injected into tha Grayburg fera*tion 
through any of tha input walla provided for herein. Ihe tame 
and provisions of this agreeownt ahall ba binding upon and 
Inure to the benefit of tha respective heirs, legal repreeen-
tativas, succeaaors and assigns of the parties hereto aad thla 
agreement shall constitute a covenant running with the leeset 
and lands covered and affected haraby. 

h. This agreement «hall he binding upon each 
signatory party hereto and aay be executed in any masher of 
counterparts with each such counterpart so executed to have 
tha sane force and effect as an original Instrument and aa i f 
a l l of the parties to the aggregate counterparts had signed 
the sane document. 

Tsi *ITNESa WHEREOFt th* parties hereto have executed 
this agreement in Multiple original*; as of tine date above 
provided in paragraph 1 hereof. 
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ILLEGIBLE 
evercldlag royalty interests shall be blading ease the verklag 
lat erect M i r i until each, tin* sa they have bcca feral shad 
with A certified ev nanny table abates tstle copy ef the raaarda* 
lnatnmamt cvlaaaelag sash ah anas in ownership 

3. The warklag internet amari shall act hm reejeired 
to aa sears teearstely say prostatism &t n i l , gaff a* nthe* kftrm-
carbon sabs f caeca freei tha eeeanaaltisad area by ta aaaa nt th* 
diverse cwaaraalp ef thai parties berate 

4. that i a coejpllenee with said erder aa. s>f2e« 
ef tha Oil Ceaservstloa CsneiUslroa ef tha State af Mew hesHaa, 
the parties berate aether laa tha traaa fer af allean* tea adthla 
the pre Ject area af thla aatarfleed aa tha aaaa le eatlieael 
aa Exhibit "a" attached hereta. 

5. Thla agraaaast ahall reaaia in levee and affeat 
aa leaf aa water ia hading injected lata the teayfcurg feen»tiew 
through any ef the input we 11a prevlded far herala. Tha neasjs 
aad previa laaa ef thla agricaeat ahall be binding aaaa aai 
laure te the beaafit ef tha ranpeatIve belra, legal raprssea 
tativee, sueeessora end aaaigna af tha partlae bare** aad thla 
agraiaieat ahall aanatltuta a eaveaaat ranaing with the lcccce 
and lands covered aad affected harahy. 

s, This agraeacnt shall ba binding upon aaah algaa-
tary party hereto aad aay ba executed in any needier af eeeattar-
parts with aaah saah cauatarpart sa executed ta have the saae 
ferae aad effaat aa aa original iaatraaaat and aa I f a l l mi 
the parties to tha aaavegate eemtevnarts had signed tha saaa 
doauracnt. 

ill WiTNftSS fOa&SOF, tha parties hereto have aaaaated 
this agreamMK.t la aaltlpie originals as of tha date shave pre-
viifad is. &4TAgraph I hereof. 

LFX> HA.i<i 
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ILLEGIBLE 
I P I I I U I H ravelty iaeareete ehal i he bladdee, wmm tha eniataa, 
ta**c*et ewennre watll mmm tkmm m they have beam feral chad 
with a eat l i f t ed er a a tap table ean*je*tatie aaa* mi the reeee*** 

S. tha earning latere* t laaawa ahall net ha rceatred 
te * • « • * * * aeearately aay arcdnctlua mi mi l , aaa ar ether hjean-
carte* aaaa eaac a* fraa tha iriaanaHtl aca era* ay m i a i a f Cha 
dlvavee ewenarehlp af tha caret ee hcrctc 

4. that ta aaaa) 1 leaae with acid * * * * * *>. l * t f f t 
af the Oi l Ceacctwetlca Ceaaa.cctea af the 3t*e* af haw lenriee. 
tha eertlee harata earner tea the tree* far ml *llaaajhlaa wtehia 
tha prejaat area af thla aataarflead at the aaaa la eattltaed 
aa tahlhi t "A" attaehed harata 

9. thla aajraiaaeat ahal l reauu* ia ieree an* effect 
aa lean; aa water la being tajeetad lata Uie feeyeare, fee** t tea 
thraaajh aay af tha lap** aa l la aaavlaawl fat havela. tha taaaa 
aad psevialeae ef thla aeaaa**** ahall aa atadlng aaaa aad 
laatra ta tha a ana f i t ef tha respective helre, legal raaaaaea 
tat i wee, aaaa aa a nra aad ceelgaa mi aha pert lac eaaeae and thla 
agraaeenl aheil aaaatltata a aa tea eat reeetlag with tha taeeae 
êê fĉ e? a> ̂ MUlaa^H âWalrtp̂ aâ aPaâ (â  eVna^t ^afePetfle^^^E^a^^k ^fcaJMPaJ^P^^ A 

ft. Thla •graeaaiet ahall he binding aaaa each alee* 
tary party haaajta aad aay aa aaeaatad l a aay aaahar at eeeattar-
parte with eaah aaah aacatara art aa ocacate* aa aaa* Hat aaaja 
farce aad effect aa aa er ig iaa l taetrwMeat aad aa I f a l l a f 
the eertlee ca tha agjgpngan aaaa/tarparta had alejaed tha aaaa) 

£f wTTMEff aWUkJP, aha part lea harata have eaaa**ja4 
thla (igrtaaaait in ewvltlple er lglaale aa #f tha data abcae ca*>-
vided ia eeffaapreah 1 hareaf. 
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COMMUNITIZATION AGREEMENT1 

ThIS AGREEMENT, made and entered into by and between 
>IEIL E. SALSICH, LTD. and SOUTHWESTERN, INC., hereinafter 
•:vterred tc as "Parties Hereto", 

W I 1• N L S S E T H 

WHEREAS, on June 21, .1962, the Oil Conservation Cotn-
uission of tin State of New Mexico, oy i t s order No. R-2269, 
i n Case No. 'i >)9 t authorized the i n s t i t u t i o n of a waterflood 
project i n tho Square Lake Pool wiLh the i n j e c t i o n of water 
.nrough f i v e o ells into the Grayburg formation and a map out-
inning the .sard waterflood project area i n red is hereto 
i t cached as Exhibit "A"; that said order and said map are by 
trr-rerer.ee made a part hereof; and 

WHEREAS, the parties hereto are the woo King in t e r e s t 
wiiet^ of the two teases included w i t h i n the -oid waterflood 
r \;ec: arw and described as follows: 

•-o_, 1 Oil and Oas Lea.se suade co Lober 10, 
>et wc<: ; Svaf *• -f ..*;v» Mexico, as lessor, 
ry Leonard, as iesset , bearino State Lease 

! 1/j , insofar as i t o)v«r- i he L -1 Lowing 



input: w e l l s provided f o r i n the s a i d O i l Conservation Com­
mission order i a a reasonable and prudent producing and 
engineering p r a c t i c e and the p a r t i e s hereto d e s i r e to pro­
t e c t t h e i r c o r r e l a t i v e r i g h t s end permit the commingling of 
the o i l i n t o one common storage f a c i l i t v . 

NOW, THEREFORE, in consideration of the mutual cove­
nants ana agreements to be kept and performed by the parties 
hereto, i t i s agreed as follows: 

1. This agreement s h a l l become eff e c t i v e on the f i r s t 
day of the calendar month following the month in which the 
parties hereto commence to i n j e c t the f i r s t water into the 
input wells. The signed statement of the parties hereto as 
to the commencement of the i n j e c t i o n of water i s a l l that 
s h a l l be required of a purchaser of production from the 
communitized area to issue i t s transfer orders pursuant to 
this agreement. 

2. During the e f f e c t i v e p e r i o d of t h i s agreement, i n 
l i e u of the f r a c t i o n a l amount o f production which each party 
hereto would otherwise be e n t i t l e d to receive from the com­
munitized area, the p a r t i e s hereto s h a l l receive as a working 
i n t e r e s t , r m- percentages set opposite t h e i r names as f o l l o w s : 

O i w t s t e m 
nie 

In c 
t . S a l s i c h , Ltd. 

j i 9 

1KJ K-H I. 

of trie ot i., ias and other hydrocarbon substances produced, 
saved atrj marketed from the commun i t i^,ed area, under the terms 
of the above described o i l and gas Leases a . > A 11 extensions 
and renewa U: thereof. 

). foe p a r t i e s heretc shaft 
separately any production of o i l , g, 
substances . rom the commun i t iz«d a o 
ownership -r the p a r t i e s hereto, 

00 LO measure 
ar .carbon 
1 the diverse 

he O i l 
he par 
he i ' 

nat i n comp iianoe wi tr. 
novation Conirii ioo o >o o £ 
nt ce t. a auth o r i z e the 
i:':5 ;o r! i ii- o-.i t c. r ; h ;. 

R-2269 of 
ow -(ex ico .. 
/oh • ! L ; i t, 

i l i n e d on 

O '~-Oi -' i-_ o 

< "O'e^, 

tO ; o • • I ( 

. • i .-es . 



I IN WITNESS WHEREOF, the parties hereto have executed 
this agreement in multiple o r i g i n a l s as of the date above 
provided ir. paragrapu 1 hereof. 

ATTEST: SOUTHWESTERN, INC 

.v .. cary 
By , s X / « - t . • • 

Pres1den t 

W.IL E. SALSICH, LTD. 
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