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PEFORE THo OIL SONSERVATION COMILSGI
C¥ Ty STATE OrF iy 2uXico

TH OTHE NAUTER OF THiS HeARLHG
CATLED BY THE OIL CONSERVATION
COMLIISSION Of MNBW MuXICO FOR

THI PORPOSE OF CONSIDERING: .
CASE H0. _F 7«

ORDER 10, RI7El

THE APPLICATION OF SHmLL OTL COMPARY
FOR APPROVAL OF THE REEVES UNIT ACREESEIT
EMBRACING 2,5L0.48 ACRES IN Lish COUNIY,
MW MEXICO, WITHIH TOW:SHIPS 18 AND 19
SOUTH, RANGES 35 AND 36 BAST, HME

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 2 o'clock a.m. on May 27, 1952,
alt Santa Fe, New Mexico, before the 0il Conservation uOIILPlSSl on of New h’exlr‘o,

hereinafter referred tec az the "Ccmm1%51on n

NOW, on this the zg day Of%‘ 1952, {the Comnission, a quorum
being present, having before it for conside€dtion the testimony adduced at the
hearing of said case and being fully advised in.the premises,

FINDS:

(1} That due public notice having been given as required by law, the
Commission has jurisdiction of this cause and the subject matter thersof,.

(2) That the proposed unit plan will in principle tend to promote
the conservation of o0il and gas and the prevention of waste.

IT IS THEREFORS ORDERED:

SECTION 1. That ‘this order shall be known as the

REEVES UNIT AGRERMENT ORDER

SECTICN 2. (2} 1hat th: project herein referred to shall be known
as the Reeves Unit Agreement, and shall hercafter be referred to as the "Project,

(b) That the plan by which the Project shall be operated
shall be embraced in the form of a unit agreement for the development and opera-
tion of the Reeves Unit Area referrad to in the Petiticner's petition and filed
with said petition, and such plan shall be known as the Reeves Unit Agresment
: Plane.

SECTION 3. That the heeves Unit Agreement Plan shall be, and hereby
is, approved in principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit agreement this
approval shall not be cohsidered a3 waiving or relinquishing in any manner any
right, duties or obligations which are now, or may hereafter, be vested in the




New Moxico 011 Conssrvation Cosmission by law relative to ihie supervision and
control of operations for exploration and dovelopment of any lunds commilied
Lo sald Hesves Unbt Agezement, or relative Lo tha proiuction of oil or gas
thorefrom.

SECT fo' e (@) ihat the Unit Area shall be:

MiSH MGXICO PRINCIPAL MERIDTAL

e 18 8., Rue. 35 .
Scee 258 5B/
Jec. 36: B/2

Twp. 18 8., Rge. 36 B,
Sece. 30: S/2
Sec. 29: Sw/k
Sec. 31: All
Sec, 32: W/2

Twp. 19 S., Rge. 36 E.
Sec. 6: N/2 :
Sec. 51 WW/L

Tetal unit area: 2,540.48 acres, more or less.
3 >

(b) The unit area may be enlarged as provided in said Plan.

: SECTION 5. That the unit operator shall file with the Commission an
_ executed original or executed ccunterpart of the Resves Unit Agreement vithin
30 days after the effective date thereof.

SECTION 6. That any party ownlng rights in the unitized substances
who does not commis such rights to said unit agreement before the effective
date thereof may thereafter become a party therete by subscribing to such
agreement or counterpart thereof, or by ratifying the same. The unit oparator
shall file with the Commission within 30 days an original of any such counter-
part or ratificdtion.

SECTION 7. That this order shall become effective upon approval of
_said unit agreement by the Commissioner of Public Lands of the State of New
Mexico and shall terminate ivso facto upon the termination of said unit agres-
ment, Tne last unit operator shall immediately notify the Commissioner in
writing of such termination.

DONE at Santa Fe, Hew Mexico, on the day and year hereinshove designatéd.

. STATE OF NEW MEXICO
. ~ OIL CONSERVATION COMMISSION

R. R. SPURRIE
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AORICE OF PUSLICATION
STATYE (F WM AEEICO
OLL CONS/RVATION L0504 138 TON

A rA)

SANTA PR o« HaY HERICO

The State of XNew Hoxiso by ite Oll Conseyvation Commivsion huredby gilves
cotise pursuzalb %o lew and the rules mad sogulabloas of said Cuualesion
preaaigated thercunder of tho folleving special hsaring to ba hold at

9 acite On Hay 27, 1952, =1 Habry Hall, State Capitnl, in the Oity of 3unta
Fo, How Nexled,

STATE OF KW FHEICO TOs

All namsd pavtios and porsons haviug
aay right, tidle, inteorest oy claim
in the follwwiny case, and notice to
the publioc.

CASE 3741

In the m&tior of the application of Shell C4) Couzpany for approval
of & wit agewsment for thy development of tho stipulated Roeves init Ares
ombracing 2340.48 acres of land, more or loss, in Lea (ounty, Hew lMexios,
as desoribeds

UEW HEXICO PRINCIFAL ISRIDIAN

‘Tomasnip 18 South, Rangs 35 Sast

otion 43t 03/43
Section 353 B/2

Towns 18 South 356 Zast
- Seotion v SM/4
Section 301 8/2

Section 31t Allj
Section 32t W/2

T 19 South e 356 Zast
on 3t }
Section 61 N/2

GIVEN wdey the seal of the 0il Conservation Comalssion of New
Mexlso ab Santa Fe, New Mexiso, this 13th day of Kay, 1952.

STATE OF NEW MEXICO
OIL CONSZEXVATION COMMISSION

R. R SPURRIER, SBCRETARY
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HOTXCK OF PUSLICATION
STATE OF NRW MEXICO
QIL CONGHVATION COMMISSICH

DAHTA ME » NEW HEEICO

Tha State of Hew Hexico Ly its 04l Conservation Couxission horeby gives
notico pureuant to law and tho rulss and regulabicar of said Cowndssiom
proaulgated thereundoy of the following speoial haaring ¢o be held at

9 a.m. o Moy A7, 1952, ab Mabry Hall, State Capitol, in the Oity of Sauta
¥e, How faxico.

SIATE OF MW EXICO TQt

ALl named parties and persony having
any right, title, interest or olaim
in the following oase, and notiss to
the publioc.

CABE 3743

In the matter of the appiication of thell Ol Cowpany for epproval
of a unit agrecsant foF the davelopment of the atipulated Reswsa (nit Avda
smbracing 2540.48 acyes of land, more or lees, in lsa Ccmtsy, Now uw.oo,
as desoribad:

NEW MEXICO PRINCIPAL HARIDIAN

T 18 South 35 Eaat

S0tion L] 3 .

Section 3 & s |

g% 19 South, Ranze 35 Zast
' |

T 18 South Bast
! 3

Section 302

SBection 31: All;
Section 321 W/2

1 &mth Range 36 East
Swucn6a

QIVEN under tho seal of the Ouc:mnmuon Comminsion of New
Maxi0o at Santa Pe, Kew Haxico, thhnthd‘yotw, 1952,

STATE OF NEM MEXICO
CIL CONSERVATION CORMRIISSION

R. R. SPURRIER, SECRETARY
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Ol CONSERVATION COMMISS ON
P. O. BOX 871
SANTA FE, NEW MEXICO

May ('.1 2 1952

Mr. Richard L. Hugiston
Shell il Company
Midland, Texuc

Dear Mr., Hughston:

This will acknowledge your letter of May 5 with enclosed
application for hearing.

According to our own policy, we doc not hear a case until
the application has been filed 3¢ days. We are therefore aetting
your case for June 5 and will send you copy of the official notice
when it is drawn.

YVery truly yours,

RRS: W Secretary and Directorx
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SHELL OIL COMPANY

VADIAND AREA

MAILING ADDRESS GCENERAL OFFICES
P. O. BOX 1509 PETROLEUM BUILDING
MIDULAND, TEXAS MIDLAND, TEXAS

ATR MALIL -~ SEEZIAL DELIVLEY , - P L

Nemw Yowi oo

g eTUS TA Y

New Mexico 0il Conservation Cousission

Gentlemen: )

Herewith we enclose two copies of application ty Shell Cil Ccmpany
for an order aporoving a unit agreement co vurlng certain lends in and around
Section 31, Towns hip 18 South, Range 36 East, which lands we have designated
as the Reeves Unit Arsa. ZXindly file the application aad advise us when you
shall have done so, using the enclosed stamp d and addressed envelope and
issue notices tnereon promaptly and see if possible that the notices are pub-
lished in time for the matter to be heard at yownr meeting on May 20. The
expediting of this matter sc that it can bhe heard on Hay 20 is of real impor-
tance for the reason that one of the leases in the area affected by the unit
agreement will expire on June 10, 1952, and in order to profect that leass,
provision is made in the umit agreement for the beglnnlng of a lest well not
later then June 9, 1952, in the event approval of the unit agreement can be

obtained,

Thanking you in advance for your expediting the matter in every way
possible, we are

Very truly yours,

SHELL OIL COMPANY

) /

/

By V#’{/V LAY A
/ Attornéy

i

/

RIH:FX
cct  Land Department
Iidland, Texas




fetober 19, 1756

In reply refer to?
Unit Division

shell 211 Co. K ff P Va
Pe N, Box g’&s } i’ AR
Koswell, New Merice

Re: Termination Date of
Reeves Unit Agreement,
Lea County, New Mexico

Attentiont Mr. Re A Clarhse
Land Department

Gentlamens

In reference to our letter to you of
Octoper b, 1955, regarding the termination of
Reeves Unit agreement, we find, after raview=
tng the terms of this Unit that it should have
terminated June 1, 1953. Therefore, we &re
posting our records io =how June 1, 1953 as the
correct termination date.

Very truly yours,

£. S. WALKER
Commissjioner of Public Lands

MMR/m

ccy OCC-Santa Fe
Magnolia Petroleum Co.~-Dallas




Ootobexr &, 1955 . f
oy 75 u"‘"’
N S l’ |

- T
Shell OL1 Company E.ﬁ },?:/f/

P. O. Box 85 o
Roswell, Mew MHexico .

fior | Reeves Unit Agreement
Lea County

Attention: R. A. Clarke
Roswell Division

Land Departaent
Gantleman:

this 18 to notify you that jursuant o Paragreap:
eight (8) and fifteen (15) of the Reeves Unit Agreesent,
loa County. Hew Mexlco, this Unit Agrecment has expired.

Yours truly,

E. S. NALKER
Cormissioner of Public Lands

gc: 0CC~Sants Fe
MR
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UNIT AGREEMENT
FCR THE DEVELOPMENYT AND OPERATION OF THE
REEVES UNIT
LEA COUNTY, NEW MEXICC

THIS AGREEMENT, entered into as of the _ 30th day of April,

1952, by and boiwesn the parties subscribing, ratifying, or consen*ing

e W um W s e e W wes

WHEREAS, the partiss hereto are the owners of working, royalty
or other oil or gas interests in the wnit area subject to this sgreement;
and,

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the legislature (Sec. 3, Chap. 88,

Laws 1943) as amended by Sec. 1 of Chaptér 162, Laws of 1951, to consent
to and approve the development or operation of State lands under agreements
made by lessees of State land jJointly or severally with othisr lessees where
such agreements provide for the unit operation or development of part of
o or all of any oil or gas pool, fleld or area; aﬁd,
| WHEREAS, the Commissioner of Public Lands of the State of New
Mexice is authorized by an Act of the legislature (Sec. 1, Chapter 162,
Laws of 1951) to amend with the approval of the lessee, any oil and gas
lease embracing State lands so that the length of the term of said lease -
may coincide with the term of such agreements for the unit operation and
development of part of or all of any oil or gas pool, field or area; and
WHEREAS, the Oil Conservation Commission of the State of New
Moxico (hereinafter referred to as the "Commission") is authorized by an
Act of the Legislature (Chap. 72, Laws 1935) to approve.this agreement and
‘the conservation provisions hereof; and,
WHEREAS, the parties hereto hold sufficient interests in the
Reeves Unit Area covering the land hereinafter described to give reason-

ably effective control of operations therein; and,
WEEREAS, it is the purpose of the parties hereto to conserve

" - patural resources, prevent waste, and secure other benefits obtainable

P

guLuntT NO. -L.;.-.-




through development and operation of the area subject to this agréement
under the terms, conditions, and limitations herein set forih;

NOW, THEREFORE, in consideration of ths premises and the promises
herein contained, the parties hereto commit to this agreement their respec-
tive interests in the below Gefined unlt area and agree severally among

themselves as follows:

1. UNIT AREA. The following described land is hereby designated

and recognized as constituting the uvnit areas
SE/l Sec. 25 and E/2 of Sec. 36, in Twp. 18 South,
Rge. 35 East; NE/L Sec. 1 in Twp. 19 South, Rge.
35 East; S/2 Sec. 30, SW/L Sec. 29, All Sec, 31,
W/2 Sec. 32 all in Twp. 18 South, Rge. 36 East;
N/2 Sec. 6, and NW/Li Sec. 5, in Twp. 19 South,
Rge. 36 East, NM.P.M,, containing 25K8,4Beacres,
more ;or less, in lea County, New Mexico.

Exhibit "’A" attached hereto is a map showing the unit area and
the boundaries and identity of tracts and leases in sald area to the extent
known to the Unit Operator. Exhibit "B" attached hereto is a schedule
showing to the extent known to the Unit Operator the acreage, percentage,
and kind of ownership of oil and gas interests in all land in the \init
area. However, nothing herein or in said schedule or map shall be con-
strued as a representation by any party hereto as to the éwnersiiip of any
intersst other than such interest or interests as are shown in said map or
schedule as owned by such party. Exhibits “A" and "B" shall be revised by
the Unit Operator whenever changes in the unit area render such revision
necessary, or when requested by the Commissioner of Public Lands, herein-
aftér referred to as "Commissioner”,

The above described wnit area shall when practicable be expanded
to include therein any additional tract or tracts regarded as reasonably
necessary or advisable for the purposes of this agreement, Such expansion
shall be effected in the following manner,

(a) Unit Operator, on its own motion or on demand of the
~ Commissioner shall prepare a notice c;f proposed expansion describing the
contemplated changes in the boundaries of thevunit are#, the reasoné

therefor , and the proposed offective date thereof.

-2-




(b) Said notice shall be delivered to the Commissioner and
copies thereof malled to the last known address of aach working interesi
owner, lesses, and lessor whose interests are affected, advising that 30
days will be allowed for submicsion to the Unit Operator of any objections,

(¢) Upon expiration of the 30-day period provided in ths preced-
ing item (o) hereof, Unit Operator shall file with the Commissioner evidence
of mailing of the notice of expansion and a copy of any objections thereto
which have been filed wi.th the Unit Operator,

(@) After due consideration of all vertinent information, the
expansion shall, upon appreval by the Commissioner, become effective as
of the date prescribed in the nbtice thereof, provided, however, if more
than 25% on an acreage basis object to such expansiorn, the same shall not
be approved; provided, howéver, that should the interest of any objecting
working interest owner equal or ekceed 25% on an acreage basis, then and
in that event in order to make such objection effective hereunder one
additional working interest ownsy musﬁ join in such objection,

" A1l land committed to this agreement shall consiitute lond referred
to herein as "unitized land" or “land subject to this agreementt,

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

associated fluid hydrocarbons in any and all fomations of the unitized

lend sre unitized under the terms of this agreement and hLerein are called

Hunitized substances."

3. UNIT OPERATOR, ‘Shell 0il Company, a Delaware Corporation,
is hereby designéted as Unit Operator and by signature hereto commits to
this agreement all interests in unitized substances vested in it as set
forth in Exhibit "B", and agrees and consents to accept the duties and
obligations of Unit Operator for the discovery, development, and production
of unitized substances as herein provided. Aﬁhenever reference is made
heruin to tha’Unit Operator, such reference means the Unit Operator acting
in that capacity and not as an owner of interests in unitized substances,
and the term "working interest owner" when used herein chall include or
refer to Unit Operator as the owner of a woridng interest when such an

interest is owned by it.




he RESIGNATION OR REMOVAL OF UNIT OPERATOR., Unit Operator shall
have the right to resign at any time but susch resignation shali not "become
effective until a successor Unit Operator has been selected and approved
in the manner provided for in Article 5 of this agreement. The resigna-
tion of the Unit Operator shall not releass the Unit Operator from any
liability or any defaullt by it hereunder occurring prior to the effective
date of its resignaticn.

Unit Operator may, upon default or failure in the performance
of its duties or obligatibns hereunder, ve subject to removal by the sama
percentags vote of the owners of working interests determinsd in 1like
manner as herein provided for the selesction of a new Unit Operator, Such
removal shall be effective upon notice thereof to the Commissioner,

The resignation or removal of the Unit Operator under this agrea-
ment shall not terminate hls right, title or interest as the owner of a
working interest or other interest in unitiied substances, but upon the
resignation or removal k_ of Unit Opa’ré.tor becoming effective ,i such Unit
Operator shall dsliver possession of allvéquipment, materials and appurten-
ances used in conducting the unit operations and owned by the working
interest owners to the new duly qualified successor Unit Operator or to
the owners thereof if no such new Unit Operator is elected, to b2 used
for the purpose of conducting unit operations hersunder, Nothing herein
shall be constred as authorizing removal of any material, equipment and
appurtenances needed for the preservation of any wells,

5. SYCCESSOR UNIT OPERATOR, Whensver the Unit Operator shall
resign as Un)it Operator or shall be removed as hereinabove provided, the
owners of the working interests according to their respective acreage
interests in all uﬁitized land shall by a majority vote select a successor
Unit Operator; prdirided that, if a majority but less than 65 per cent of
the wo\rk:i.ng__ﬂinterests qualified to vote is owned by one party to this
agreement, a concurring vote of sufficient additibhal part.ieé, so as to
consﬂiﬁté in the aggregate not lgéé_than 65 pef cent of the total working
interests, shall be required to select a new- operator, Suc'h selecton <hall

" not become effective until (a) a Unit Operator so selected shall accept in




writing the duties and responsibilities of Unit Operator, and (b) the
selection shall have been approved by the Commissioner. If no successor
Unit Operator ic selected and qualified as herein providsd, the Commissioner
at his election may déclare this unit agreement terminated,

6, ACCOUNTING PROVISIONS. The Unit Cporator shall pay in the
first instance all costs and expenses incurred in conducting uvnit opera-
tions hereunder and such costs and expenses and the working interest benefits
accruing hereunder shall be apportioned among Jt;he owners of the unitized
working interests in accordance with an operatini agreement by ard between
the Unit Operator and the other owners of such interests, whether one or
more, separately or collectively. Any agreement or agresments entered
into between the working interest owners and the Unit Operator as provided
in this artlcle, whether one or more, ars herein referred to as the "QOper-
ating Agreamhﬁ“. No such agreement shall he deemed either to modify any
of the terms and conditions of this Unit Agreement or to relieve the Unit
Operator of any right or obligation esiablished under this Unit Agreement,
and in case of any inconsistencies or conflict between this Unit Agreement
and the Operating Agreement this Unit Agreement shall prevail. |

7+ RIGHTS AND OBLIGATIONS OF UNIT OFERATOR. Except as other=-

- wise specifically provided herein, the exclusive right, privilsge, and
duty of exercising any and all rights of the parties hereto which are
necessary or convenient for prospecting for, producing, storing, allocating,
and distributing the unitized substances are hereby delegated to and shall
be exercised by the Unit Operalor as herein _provided. Acceptable evidence
of title té said rights shall be deposited with said Unit Operator and,

-~ together with this agreement, shall constitute and define the rights s i
privileges, and obligations of Unit Operator. 'r'\iot.hing herein , Bowéver » ]
shall be construed to transfer title to any land or to any lease or operat~
ing agreement, it being understood that under this agreement the Unit
QOperator, in its c;;pacity as Unit Operator-, ‘shall. e:éérqise the rights of
possession and use vested in the parties hereto only for the purposes herein

“specified,




8. DRILLING T0 DISCOVERY. After the effactive date hereof and
on or before June 9, 1952, the Unit Operator shall commance operations
upon a test well for oll and gas located in the approximate center of the
NE/L of the SW/L of Section 31, Township 18 South; Rangs 36 Bagt, and shall
drill said wall with due diligence to a depth of 12,750 feet, or to a depth
sufficient 4n the opinion of Unit Operator, to test the Devonian, whichever
is the shallower, or until at a lesser depth, unitized substances shall be
discoversd which can be produced in paying quantities, or until it shall
in the opinicn of the Unit Operator be determined that the further drilling
of said well ghall be umwarranted or impracticable. Until a discovery of
a de’poéit of unitized substances capable of heing produced in paying
quantities, Unit Operator shall continue drilling diligently one well at -
a time allowing not more than six months between the compietion of one
well and the beginning of the next well until a well capable of producing
wni tizad subatances in paying quantities is completad to tha satiafaction
of the Gommissioner, or until it is reasonably proven to the satisfaction
of the Unit Ope;ator that the unitized land is inc@able of vroducing
unitized gubstances in paying quantities in the formations drilled here~
under, |

Any well commenced prior to the effective date of this agresment
upon the unit area and drillsd to the depth provided herein for the drilling
of an initial test well shall be considered as complying with the drilling
requirements hereof with reSpeo’o to the initial well, The Commissioner
may modify the drilling requirsments of this section by granting reasonzbla
extensions of time when in his opinion such action is warranted. Failure
to comply with the drilling provisions of this article shall automatically
teminate: this agreement as to all its temms, conditions and provisions and
Can rights, priviloges and obligations granted by this Unit Agreement shall
cease and terminate as of the date of any such default,

9. PARTICIPATION AND ALLOCATION AFTER DISCOVERY. A1l unitised
substances produced from the wnit area, except any part thereof used within
the unit area for production or development pﬁrposes, or unavoidably lost,
ahall be deemed to be produced equally on-an acreage basis'fniu‘:.gtm several

-




tracts of unitized land, amd for the purpose of determining any benefiis
accruing under this agreement in such unitized substances and the distri-
bution of the royalty payable to tho State of New lexico each such tract

shall have allocated to it such percentage of such production as its area

‘bears to the entire unitized area. Production of unitized substances

from the unit area sheall be 8o allocated regardless of whether cr not any
particular tract has & well thereon,

Notwithstanding any provision contained herein to the contrary,
sach working interest owner shall have the right to fake such owner's
proportionate share of the unitized substances in kind or to personally
sell or dispose of the same, and nothing herein contained shall be con-
strued as giving or granting to the Unit Operator the right to sell or
otherwise dispose of the proportionate share of any working interest owner
without speclfic authorization from time to time so to do. |

10. ROYALTY AND RENTAL PAY‘MT; All royalties due the State
of New Mexico under the terms of the leases committed to this agresment
shall be computed and paid on the basis of all unitized substances allo-
cated to the respective leases comnitted hereto; provided, however, the
State shgll be entitled to take in kind its share of the unitized sub-
stances allocated to the respective leases, and in such case the Unit
Operator shall make deliveries of such royalty 0114 in accordance with the
terms of the respective leases.

If the Unit Operator introduces gas obtained from sources other
than the unitized substances into any producing fofmatio‘ﬁ for the purpose
of repressuring/,y stiﬁulating or increasing the utlimate recovery of unitized
substances therefrom, a like amount of gas, if available, with due allowance
for loss or deialetion from any cause may be withdrawn {rom the formation into
which the gas was introduced royalty free as o dry gas but not as to the
prdducts extracted therefrom; provided, that, vsuch withdrawal shall be at
such time as may be provided in a plan of operations consented to by the

. Commissioner and spproved by the Commission a,s conforming to good petroleuwm

PRSI Lt I

engineering practice; and provided further, that such right of withdrawal

-T=




shall ternminate on the temination of this unit agreement,
A1l rentals due the State of New Maxico shall be paid by the
. respactive lease owners in accordance with the terms of their leases,
t 11, CONSERVATION. Operations hsreunder and production of
uni tized substances shall be conducted to provids for the most economical
and efficient recovery of said substances without waste, as defined by or
pursuant to State laws or regulations.

12, DRAINAGE. The Unit Opsrator shall take appropriate and
adequate measures to prevent drainage of unitized substances from unitized
lands by wells on land not subject to this agreement.,

13, IE4SES AND CONTRACTS CONFORMED AND EXTENDED IN SO FAR AS
THEY APPLY TO LANDS WITHIN THE UNITIZED AREA., The terms, conditions and
provisions of all leases, sub-leasas, opsrating agreements and other cene-
tracts relating to the exploration, driiling, development or operation for
0il or gas of the lands committed to this agreement, shall, upon approval

hereof by the Commisasionsr bs and the same are hereby expressly modified and
amended in so fér as they apply to lands within the unitized area to the
extent necessary to make the same conform to "the provisiona hereof and so
that the length of the secondary term as to lands within such area will

be extended in so far as necessary to coincide with the term of this
agreement and the approval of this agreement by the Commissioner and the
lesses, shall, without further action of ths Commissioner or the lasses,
be effective to conform the provisions and extend the term of} such lease
as to lands within the unitized area to the provisions and terms of this
agresmant; but otherwise to remain in full force and effect, Hach loase
committed to this agreement in so far as it applies to lands within the
unitized area, shall continue in force beyond the term prdvided therein

80 long as this agreement remains in effect, provided, drilling opsrations
upon the initial test well provided for hereiri shall have been commenced
or said well is in the process of b§1n3 drilled by the Unlt Operator prior
to the expiration of the shortest term lease committed to ‘t.his agreement,.
Termination of this agreement shall not afféct any lease which pursuant to
the terms thereof or any ;pplicablp laws shall continue in full force and




effect thereafter, The comme:ncement, completion, operation or production
of a well on any part of the Unit Area shall be respectively construad and
considered as the commencement or completion or operation or production of
a well within the tems’ and provisions of each of the oil and gas leases
to the same extent as though such commencemsnt, comple‘oion s Operation or
production was carried on, conducted and/cr obtained from any such lsased
tract, |

1, COVENANTS RUN WITH LAND. The covenants herein shall be
construed to be covenants running with the land with respect to the
interests of the parties hereto and their successors in interest until
this agreement tenminates, and any griant, transfer, or conweyance, of
interest in land or leases subject hnereto shall be and hereby is conditioned
upon the assumption of all privileges and obligations hereunder by the
grantee, transferes, or other successor in interast. No assignment or
transfer of any working, royalty or other intereat subject hereto shall be
binding upon Unit Opsrator until the first day of the calendar month after
Unit Operator is furnished with the original, photostatic or certified copy
of the instrument of transfer,

15, EFFECTIVE DATE AND TERM. This agreement shall bscome sffec-
tive upon approval by the Commissioner and shall teminate in two years
after such date unless (a) suéh date of expiration is extended by the Com-
missioner, or (b) a valuable discovery of unitized substances has been made
on unitized land d\iring said initial term or any extension thereof in which
ycase this agresment shall remain in effect so long as unitized substances
can be produced from the wnitized land in paying quantities, and, .s'hould
production cease so long thereafter as diligent operations are in progress
for the restoration of production or discovery of new production and so
long thereafter as the unitized sub;tances so discoversd can be produced
as aforesaid. This agreement may be teminated at any time by not less |
tha 65 per cent on an acreage basis of the owners of the working interests
signatory hereto ﬂw Vtho approval of the Coomissioner., likewise, as fro-
vided in Article 8 hereof, the failure to comply with the drilling provisions
of this Unit Agreement shall as of the date of any such default sutomatically




terninate this Unit Agreemont,

16, RATE OF PRODUCTION. All production and the disposal thereof
shall be in conformity with allocations, allotments and quotas made or
fixed by the Comrission and in conformity with all applicable laws and
lawful regulations,

17, APPRARANCES. Unit Operator shall, after notice to other
parties affected, have the right to appear for and on b‘ehalf of any and
all intereats affected hereby before the Commissioner of Public Lands and
the New Mexico 01l Conservation Commission and to appeal from orders
issued under the regulations of the Commissioner or Commission or to apply
for relief from any of said regulation or in‘any proceedings relative to
operations pending before the Commlissioner or Commission; provided, however,
that any other interested party shall also have the right at his own expense
to appear and to participate in any such proceeding.

18, NOTICES. All notices, demands or statements required here-
under to be given or rendered to the parties hereto shall be deemed fully
given 1f given in m:'iting and personslly delivered to the party or sent
by postpaid registered’ mail, addressed to such party or parties at their
respective addresses set forth in comection with the signatures hereto or
to the ratification or consent hereof or to such other address as any such
party may have furnished in writing to party sending the notice, demand
or statement,

19. UNAVOIDABLE DELAY. All obligations under this agreement
requiring the Unit Operator to commence or continue “drilling or to operate
on or produce unitized substances from any of the lands covered by this
agreement shall bs suspended while, but only so long as, the Unit Operator
despite the exercise of .due care and diligencekis prevented from complying
with sach obligations, in whole or in part, by strikes, war, acts of God,

. Federal, State, or mmicipal law or agencies, unavoidable accidents, um~
controllable delays in transportation, inability to obtain necessary

ﬁauriala inlkopen market, or other matters beyond the reasonable control

of the Unit Operator"'ihethér éi;nilar to matters herein enumerated or not. n

«10-
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20, 10SS OF TITLE, In the ever;t, title to any tract of unitized
land or substantial interest therein shall fail and the true owner cannot
be induced to join the unit agreement so that such tract is not comwnitted
to this agreement or the opsration thereof hereunder becomes impracticable
as a result thereof, such tract may be eliminated from the unitized area,
and the interest of the parties readjusted as a result of such tract being
eliminated from the unitized arsa, In the event of a dispute as to the
title to any royalty, working or other interest subject hereto, the Unit
Operator may withhold payment or delivery of the allocated portion of the
unitized substances involved on account thareof without liability for
interest until the dispute is finally settled, provided that no payments
of funds due the State of New Mexico shall be withheld. Unit Operator as
such i3 relieved from any responsibility for any defact or failure of any

title hersunder.
21, O3UBSEQUENT JOINDER., Any oil or gas interest in lands within

the unit area not committed hereto prior to the submission of this agreement

for final approval either by the Commission or Commissioner may be committed
hereto by the owner or owners of such rights subscribing or consenting to
this agreement or executing a ratification _théreof‘, and if such owner is
also a working interest owner, by subscribing to any operating agreement
affecting the allocétion of costs of exploration, development and operation,
After operations are commenced hereundsr, the right of subsequent joindsr
by a working interest owner shall be subject to all of the requirements

of any ag)licable-operating agreement between the working interest owners

" relative to the allocation of costs of exploration, develcpment and opera-

tion. 4 subsequent joinder shall be offective as of the first day of the
;nonth following the filing with the Commissioner and the Commission of duly
executed counterparts of the instrument or instruments committing the
interest of such owner to this agreement, but such joining party or parties
before participating in any benefits hsreunder shall be required to aieume
and pay to Unit Operator their proportionate share of the unit expense
incurred prior to such party's or parties' joinder in ths unit agreement,
and the Unit Operator shall make appropriate sdjustments caused by such




g
|
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:

Joinder, without any retroactive adjustment of revenue,

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

IN WITHESS WHEREOF, the undersigned partieé hersto have caused
this agreement to be executed as of the respective dates set opposite
their signatures.

DESCRIPTION OF INTERESTS
COMMITTED TO REEVES UNIT

AGREEMENT BY REFERENCE TO
TRACT NUMBERS IN EXHIBIT "B"

SICNATURE AND ADDRESSES ATTACHED TO. UNIT AGREEMENT
SHELL OIL COMPANY Tracts: 3, 6, 7 and 8
By

‘Vice President

ATTEST

Assistant Secretvary

Address: Petroleum Building
Midland, Texas

Date 1952

UNIT OPERATOR
WORKING INTEREST OWNERS

 GULF OIL CORPORATION ‘ Tracts: 12 and 13

By
Vice President
ATTEST: |

Assistant Secretary

Address: life of America Building
Fort Worth, Texas

Date ‘ - 1952




SINCLAIR OIL & GAS COMPANY

By
Vice President

ATTEST:

Agsistant Secretary

Addrsssi Fair Bullding
Fort Worth, Texas

Date 19%2

TEXAS OULF PRODUCING COMPANY

By
Vi{ce Presldent
ATTEST:

Aeelstant Secretary

Address: Mellie Esperson Building
Houston, Texas

pDate . , 1952

'MAGNOLIA PE'HOLEUM COMPANY

TTce Tresldent
ATIEST:

Assigtant Secretary

Address: Magnolia Building
Dallas, Texas

pPate 1952

Tracts 2

- Tractss 5 and 11

Traszt: 10




TIDE WATER ASSOCIATED OIL COMPANY Tract: L

Vice President

ATTESTt

Assistant Sscretary

Address: Mgllie Esperson Building
Houston, Texas

Date 1952

CITIES SERVICE OIL COMPANY Tract: 1

Vice President

! ATTEST:

Agsistant Sacretary
Address: Bartlesville, Oklahoma
Date 1952

THE OHIO C1L COMPANY ‘ Tracts 9

Vice Tresident - 1
ATTEST: |

Assistant Secretary

Address: City National Bank Building
Houpton, Texmas

Date 1952

G Fel g e e
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STATE OF TEXAS
COUNTY OF MIDLAND

Before me, the undersigned authority, on this day of s
1952, appearod Joe T, Dickersen, to me personally known, Who, being By me
duly sworn, did sey that he 1s Vice President of Shell 011 Compary, that the
seal affixed to sald instrument is the corporate seal of sald corporation,
that same wag signed and sealed in behalf of sald corporation by avthority
of its Board of Directors, and he acknowledged said instrument to bc the
free act and deed of said corporation, same having been executed by him for
the purpose and consideration therein exprassed and in the capaclty therein

stated,

Witness my hand and official seal the day and year last zbove
written, ’

My Commission Expires - .
Notary Publdic in and for Hidland County,

. Texas

STATE OF TEXAS

COUNTY OF TARRANT )

On this dey of ) 1952 before me appearsd
s tome me personally knovm, who, being by me duly
sworn, did say that he 1s Vice President of Gulf 0il Corporation, and that
the seal affixed to said instrument is the corporate seal of said corporation
and that sald instrument was signed and sealed in behalf of said corporation
by authority of its Board of Directors, and said
acknowledged said instrument to be the free act and desd of sald corporation,

In Witness Whereof, I have hereunto set my hand and affixed my
notarial seal the day and year first above written.

My Commission Expires

Notary Public in and for Tarrant County,
. Texas

STATE OF TEXAS

COUNTY OF TARRANT

On this day of , 1952, before me appeared :

, to me personally knowm, who, being by me Quly
sworn, did say thac he 18 Vice President of Sinclair 0il & Gas Company, and
that the seal affixed to said instrument is the corporate seal of said
corporation and that sald instrument was signed and sealed in behalf of
gaid corporation by authority of its Board of Directors, and said

acknowledged said instrument to be the

free act and deed of sald corporation.

In Witness Whereof, I have hereunto set my hand and affixed my
notarial seal the day and year first above written.

My Commission Expires-

Notary ToBIIc 35 d Tor Tar armnt County,
Texas

-15-
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My Commission Expires

STATE OF TEXAS ;
COUNTY OF HARRIS. )
On this _day of _ » 1952, before me appeared

; to me personaﬂy known, who, being
by me duly sworn, did say that he is Vice President of Texas Gulf Producing
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:::.orporation by authority of its Board of Directors, and said
acknowledged said instrument to be the
Trea act and deed ol sald corporation,

In Witness Whereof, I have hereunto set my hand and affixed my
notarial seal the day and year first ahbove written.

My Commisslon Expires

Notary Public in and For Harris County,
. Texas

STATE OF TEXAS )
COUNTY OF DALILAS )

On this day of _ » 1952, before me appeared
B ¢ me parsonally known, who, being
by me duly sworn, did say that he Is Vice President of Magnolia Pstrolsum
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 its Board of Directors, and said

» acknowledged said instrument to be the
Trae act anf dead of sald corporation.

In Wtness Whereof, I have hereunto set my hand and affixsd my
notarial seal the day and year first above written.

“Notary Public in and for Dallas Lounty,

. Texas,
STATE OF OKLAHOMA g
COUNTY OF )
On this day of » 1952, before me
appeared - : 0. mq. personally known, who, being

by me duly sworn, did say that he Ts Vice Prosident of Cities Service 0il

Company, and that the seal affixed to said instrument is the corporate

seal of said corporation and that sald instrument was signed and sealed in

behalf of said corporation by authority of its Board of Directors, and said
acknowledged said instrument to be the

Tree act and deed ol sald corporation.

In Wit.ness Whereof, I have hereunto set my hand and affixad my
notarial seal the day and year first above written.

My Commission Expires

«16-




STATE OF TEXAS g
COUNTY OF HARRIS )

On this __ day of » 1952, before ne appeared
s to me psersonally known, who, being
by me duly sworn, did say that he is Vice President of Tide Water Associated
0il Company, and that the seal affixed to said instrument is the corporate
seal of sald corporation and that said instrument was signed and sealed in
behalf of said corporation by authority of its Board of Dirsctors, and said
ac!mowladged gaid instrument to be tha
free act and deed o1 said corporation,

In Witness Whereof, I have nersunto set my hand and affixed my
notarial seal the day ard year first above written,

My Commission Expires

Notary Publdc In and Yor Harrds County,

. Texas
STATE OF TEXAS g
COUNTY OF HARRIS )
On this day of » 1952, before me appsared

to me personally knovm, who, being by
me duly sworn, qaid say that he 1sWIce President of The Ohio 0il Company,
and that the geal affixed to sald instrument is the corporate seal of said
corporation and that said instrument was signed and sealed in behalf of gaid
corporation by authority of its Board of Directors, and sald
acknowledged said instrument to be the Ires act and

deed of sald corporation.

, In Witness Whereof, I have hereunto set my hand and affixed my
notarial seal the day and year first above written.

My Commission Expires

“Nctary Public In and Tor Harrls Coun
. Texas

N, B CAFe MCROGRAPUICS
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CERTIFICATE OF APFROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
OF UNIT AGREFMENT FOR DEVELOFPMENT AYD OPERATION OF
REEVES UNIT ARBA, LEA CCUNTY, NEW MEXICO

There having been pressnted to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, an agreement
for the devslopment and operation of the Reeves Unit Area, lea County,
New Mexico, dated __ day of , 1952, in which Shell 0il
Company is designated as Operator and which has been executed by various
parties owning and holding oill and gas leases embracing lands within the
Unit Area and upon examination of said Agreement, the Cormissioner finds:

(a) That such Agreement will tend to promote the
congervation of oil and gas and the better
utilization of reservolr energy in sald field;

(b) That under the operatlons propesed, the State
will receivs its fair share of thes recoverable
0il or gas in place under its land in the ares
affected;

(c) That- the agreement is in other respects for the
beat intarest of the State;

(d) That the agreement provides for the wit operation
of the field, for the allocation of production, and
the sharing of proceeds from a part of the area
covered by the agreement on an acreage basis as
specified in the agreement,

NOW, THEREFORE, by virtue of the authority conferred upon me by
Section.3, Chapter 88 of the laws of the State of New Mexico, 1943, approved
April 1k, 1943, as amended by Sec. 1 of Chapter 162, Laws of 1951, 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, as to the lands
of the State of New Mexico included in said Reeves Unit Agreement, and all
leases embracing lands of the State of New Mexico committed to aald Unit
Agresment shall be and the same are hereby amended to confom with the terms
thereof, and shall remain in full force and effect according to the terms
and conditions of said Agreement. This approval is subject to all of the
provisions of the aforesaid Section 3, Chapter 88 of the New Mexico Session
Laws of 1943, as amended by Sec. 1 of Chapter 162, Laws of 1951.

Execvrep s 24 day of /Hay , 1952,

.

ss’ oner ¢f | c
State ‘of New Mexico

VAT, KICROCRAPKICS
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SOHIIULE SHOWING THZ P RCENTALGRE AND XIND OF C¥WiRCHIP OF OIL AND GAS

BEIBIT vE

FTEEVES UKRIT LGRIENERT

IRTTFRESTS IN ALL IAXND iN 9HE

TRACT DESCRIPTION ¥o. OF LEASE BO. AND LAND KECORD OWKER
56, LCRES YXPIFATION DATE OKKER OF IEASE
OF LEASE
1 SR/l of Section 25, i -iG3, R-33-I 140 g-%&gz State of New Mexico Cities Service 0il Corpany
2 lots 3 srd 4, Ef2 of SW/4L ard SR/L of 315.65 %1635 State of Hew Mexico  Sinclair 0il and Gas Company
Section 30, T-1&-S, RB-36-E 12-10-57
3 N/2 of S¥/4 of Section 29, T-28-%, 120 A-LeI56 State of New Mexico  Shell Gil Ccmpany
R-36-%; and SET/4 of XUjl of Sec. 6, H.B.F.
7-195, R-36-2
L S¥/l of SWJ/L of Sec. 29 and Lot 2 of
Section 31, ¥-18-S, R-X%-E 77.88 B-9£88 State of Yew ¥exico fide Water Associnted 0il Compa:
6-10-52 .
5 N2 of H¥ [i of Sec. 32 and SB[l of
/4 of Sec. 31, £-18-S, R-36-R 120 £-1920 State of Yewx Mexico Texas Gulf Producing Coxpany
6-10-58
6 S3f4 of S¥fl of Sec. 29, Sf2 of S¥W[h and 160 2-2807 State of New Mexico  Shell 0il Company
SEf/% of ¥¥ f[li of Sec. 32, T-18-5. R-26-% 7-11-59
? lots 1, 3 and L4, Ef2 of SHf4, WEf& of W[l 513.62 E-1481 State of Hew Mexico Skell 0il Company 1
and ¥BfL of Sec. 31; 2ud S¥fL of WY/l ard 9-10-57
#f2 of Sifls of Sec. 32, 7-18-S, B-36-%
8 B/2 of Sec. 36, T-18-S, k-35-S 320 £-1480 State of New Mexico Shell 011 Coxpany
9-10-57 : :
9 “Lots 1 and 2 and S/2 of WZ/i of Sec. 1, )
T-19-8, R-35-% 159.68 2-2253 State of New Mexlico The OChic 0il Company

11-10-58




_—-W

10 Lots 2 and 3, Section 6, T-19-S,

R-36-B 79.6 B-1151
10-10-5h State of New Mexico Magnolia Potrolesun Company

i1 lots 1}, 4 and 5 and Sf2 of EiE[is of 2-1726 stute of NHew Mexlico Texas Gulf Producing Company

section 6, T-19-5, %-36~2 19k4.65 2-10-58
12 554 of footicn 21, T-1R-S. R-36-E 160 B-2i43 state of Mew Mexico Gulf 0il Corporation

feDar

13 Lots 3 and &4 and §/2 of Wi/l of A

Ssctien 5, T-19-S, R-36-% ' 159.09 =-1482 State ¢f new Mexico Guif 011 Corporation




NAME

—

SHELL 0O1L CONPANY
CIT1SS SERVICE OIL COMPARY
SINCLAIR OIL AND GAS COMPANY
GULF OIL CORPORATION

TEXAS GULF PRODUCIFG COMPANY
| THZ OHIO O1L COMPANY
TIDR WATER ASSOCIATED OIL COMPANY

MAGNOLIA PETROLEUK COMPANY

RECAPITULATION OF OWNERSHIP

AGRES

1,113.62
160.00
315.65
319.09
314.96
159.68

77.88
79.60

2,5L0.48

PERCENTAGE (WNED

§3.8350
6.2980
12.4248
12.5602
12.3977
6.2854
3.0656
3.1333

100.0000%
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HEW HEXICO OIL COUSERVATION COMISHIOH
SANTA Fin, LW 'BXICO

APPLICATION FOR AFPROVAL OF UNIT AGREEMENT FOR DEVELOPNENT
D OPRPATION OF THE RUEVES UNTY AREA
1EA GOUNTY, NWEW MEXICO

Ea- ,~“- .

flew Mexico 0il Consurvation Commission ) 7 /UZ}M éf D3 @
Santa Fe, lew Mexlico L z,.-»,é AR A S > /

P

-

COMES the undersigned, Shell 0il Company, a corporation, with offices
at Midland, Texas, and files herewith a copy of a preposed Unit Agreement for

ithe development and operation of the Reeves Unit Area embracing land situated

in _I_é,a fomnty, New Mexico, and hersby makes application for an order approving
said Unit Agreement, and in support thereof shows':
, ; L
That the unit area designated in saiqd agreement end the source of
supply to be affected bty the order hereby sought comprises 2510.L48 acres,
more or less, situated in lea County, New Mexico, more particularly described

as follows:

SE/l Sec. 25 and E/2 of Sec. 26, in Twp. 18 South,
Rge. 35 East; NE/L of Sec. 1 in Twp. 19 South, Rge.
35 East; s/2 Sec. 30, SW/L of Sec. 29, All Sec. 31,
#/2 Sec. 32 all in Twp. 18 South, Rge. 36 East, -
N/2 Sec. 6, and NW/L Sec. 5, in ‘I‘wp.‘19 South, Rge.
36 Eaﬁt I\-?v oP T{o

That all of the above described lands are lands owned by the State of New Mexico
upon which the applicant. and others are owners of 0il and Gas Leases issued by
{the Commissioner of Public Lands of the State of New Mexico,
24
That there is attached to said copy of the proposed Unit Agreement,
as Exhibit "“A¥ thereto, a plat of the proposed Unit Area, and because of the

geological and geophysical information available applicant believes that the

vy

above said area is an area suitable and proper for unitization.

5
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3

That the undersigned, Shell 0Ll Company,>js designated 4s the Ynli
Operator in sadd agresment, and the Unit Operator is given Lhe authority under
the terms thereol to carry on all operations which are necessary for the
development and operation of the Unit Area for oil and gas subject to all
applicabla laws and regulations. That said Unit Agreanent provides for the
commencement of a test well for o¢il and gas upon some part of the lands
commnitted torthe Unit Agreement on or before June 9, 1952, and for the
drilling of -said well to a depth of 12,750 feet, or a depth sufficient‘io test
the Devonian I'timation expected to be encountered at avout sald depth. |

).lo

That sajd Unit Agreement is in substantially the same form as unit
agreements heretofore approved by the Commissioner of Public Lands of the
State‘of New Mexico, and by the New Mexico (il Couservation Cbmmissidn; and
that under the terms of the propcsed Unit Agreement, the rights cf the royalty
dwner, the State of New Mekico, are fairly protected and saia royalty ownen,
will receive its fair share of recoverzvle oil and gas in place under its

lands embraced‘in the Unit Area.

5.

That operations to be carried on under the terms of said Unit
Agreement will tend to promote the conservation of oil and gas in place
under the lands in the proposed unit arez and to prevent waste‘ih that if
production in paying quartities is obtained from such unit area (1) the pro-
duetion may belcontrolled without regard to interior lease lines to the end
that reservoir energy will be utilized to the greatest advantage, (2) recovery
me thods that 'might not be practicablle‘ on a smaller area will be feasible
and more efficient on the area of the proposed unit, and (3) the drilling of

unnecessary wells with attendant fire and other hazards condusive to waste

Y




may be avoided. That said Unit Agrecrment is belisved in all rvespects for the
best interest of bhe Stale of New Mexico with respect to the lands ewbraced

tharain,

6.

That all owners of o0il and gas leases embracing lands vithin said ‘
arca except one have agread to join in said Unit Agreement, and it is believed “
that all such owners will have joined therein by the time this application is |
heard.,

Te

That an application is heing filed for approval of said Unit Agree-
ment by the Commissioner of Public Lands » and it is believed that his approval
will be had if this Commission enters the order of approval hereby requested.

Wherafore applicant prays for an order permitting the unit operation
of said lands and adopting the plan set forth in the said Urﬁ.fc Agreement and

approving the said Unit Agreement for development and opgratiocn of said lands.

" Respectfully submi tted,

SHELL OIL COMPANY

i' | By @M&m N@umé

Its Attorneys




B AR AT TN T A R PR RSB N P

BEFORE THE
Oty CONSERVATION COMMISSION
STATE OF NEW MEXICO

IN RE:

In the matter of the application oi Shetl Oil
Company for approval of a unit agreement
for the development of the atipulated Reeves
Unit Arca ecmbracing 2540.48 acres of land,

more or less, in Lea County, New Mexico,
as deseribed: CASE 374

NEW MEXICO PRINCIPAL MERIDIAN
Township 18 South, Range 3% East
Scction 25: SE/4

Scction 36: E/f2

Township 19 South, Range 35 East
Section 1: NE/4

Township 18 South, Range 36 East
Section 29: SW/4

Section 30: S/2

Section 31: All

Section 32: W/2

Township 19 South, Range 36 East
. Section 5: NW/4
¥ Section 6: N/2

TRANSCRIPT OF HEARING

REGISTER

BEFORE: Honorable R. R Spurrier, Secretary-Director and Member

Paxton Howard
Shell Oil Company
Midland, Texas




W. A. Scott
Shell Oil Company
Hobbs, New Mexico

R, T. Wright
El1 Paso Natural Gas
Jal, New Mexico

A C Elliott
Shell Oil Company
Midland, Texas

O. Seth
Shel: Oil Company
Santa Fe, New Mexico

W. B. Macey
0il Conservation Commission
Santa Fe, New Mexico

George A. Graham
Oil Conservation Commission
Santa Fe, New Mexico
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TRANSCRIPT OF HEAR ING

May 27, 1952

MR, SPURRIER: The meeting will come to order, please. The
minutes of the Commission will show that the Commission met yesterday
and directed me to sit for the purpose of taking the record only. Neither
of the other Commissioners could be present this mc;rning. Let the record
show that the advertisement was read, and Mr. Howard, you may proceed.

MR. HOWARD: If the Commission please, this is the application
for Shvell‘ Qil Company for the approval by this Commission of a unit agree-

ment for the development and operation of certain lands in Lea County,

New Mexico. The lands being designated as the Reeves Unit Area and
which land will be more definitely described as we proceed with the
hearing. The appearances I believe have been made - Messrs. Seth and
Howard for Shell. I have two witngsses that I would like to be sworn,
Mr. Elliott and Mr. Scott.

Our first witness will be Mr. Elliott

A, C. ELLIOTT
having been first duly sworn, testified as follows:
DIRECT EXAMINATION
MR. HOWARD: Mr. Elliott, will you take the stand please?

Please state your name

A. A. C. Elliott




Q And what capacity ?
A Division geologist for western divisio»n.
3 Itake it you are a geologist?
| " A Yes sir.
E Q Will you state for the record your education and training as
I a geclogist.
A Graduate BS degree in geology Texas A & M College.
Q May 1 ask if these qualifications will be accepted?
MR. SPURRIER: They will be.
Q. In your capacity with Shell Oil Company, are you familiar
with certain exploration work thatv the company has done in the area that
is involved in this hearing and is designated 2as the Reeves Unit?

A. Yes sir,

Q. For the record will you read futo the record the description

of the lands involved in the unit.

A. SE/4 section 25 and E/2 section 36, T.18 5, R.35 E.
ME/4 sectionl, T.195, R. 35 E; S/2 section 30, SW/4 section ,29>, All
sé::tion 31, W/2 section 32, all in T.18 S, R. 36 E: N/2 section 6, NW/4
section 5, T.19 S, R.36 E, Lea County,‘ New Mexico.

Q. Those are the lands that are described in the application
filed wi?h the Oil Conservation Commission and also with the Land
Commissioner, is that corréct?

A. That's right.

SHACF. KICROGRAMXICS




Q. Will you mark that please as Exhibit "A". Mr. FElliott, I
hand you what has been marked Exh;bit "A: and ask you to state what that is, pleas

A. This is a seismic high. (interruption)

Q. Jus"t a minute. That is a picture representation of the land
involved in the unit, isn't it?

A. That's right.

Q. I ask that that be admitted please.

MR. SPURRIER: Without objection it will be admitted.

3. Now, Mr. Elliott, has the Shell Oil Company conducted
exploration work on this unit and in the area thereof?

A. Yes sir.

Q. Will you state to the Comminsion what that work consisted of,

please.

A. We have conducted seismic reflecticn and seiamic surveys of
this area. And the work indicates that there is a seismic high in this area,
a closed str-ucture which we presume there are poesibilities of the
development of oil. |

Q. Is that a structural high on the Devonian?

A. Yes sir. I worked the area near the well, four or five miles
to the south, and we tied into that well with our seismic exploration. We
feel that by tying in that well and coming up to this area there is possibly
a simulation in the area.

Q. Is it your opinion that the area that is included in the proposed
Reeves Unit will cover the probable preducing area of this high if it is

productive ?




A.

From our experience and nearby fields, we feel that this area so

outlined will cover the area.

Q.

And that if production of 0il or gas is found on this structural high at

any place within this unit in the Devonian that it will all be produced from

a commeon source of supply on the same structure?

A.
Q.
A

Q.

A common reservoir, that is right.
Do you have anything else that you wish to add in the way of a statement?

No sir.

If the Commission please, the detailed structural map has been filed

with the Lland Commissioner, as required, is attached to the application.

If it is not required in this hearing, why we will rest with the map of the

outline of the area.

MR. SPURRIER: Very well,

Q.

Are there any questions from the Commission of Mr. Elliott?

- MR. SPURRIER: If there are no questions, the witness may be excused.

Qur second witness will be Mr. Scott

W. A, SCOTT

hairing been first duly swarn, testified as follows:

MR, HOWARD: Mr. Scott

MR. SPURRIER: Mr. Scott has testified before the Commission.

Q.
A,

Q.

And he is quaiified?;
And he'is qualified.

State your name please.




A. W. A, Scott

Q. You are employed by Shell Oil Company?

A. Yes sir, in Hobbs, New Mexico.

Q. And in what capacity are you employed?

A. As a petroleum exploitation engineer.

Q. And you have qualified before the Commission, and your qualifications
have been accepted?

A. Yes sir.

Q. In your capacity with Shell Oil Company are you familiar with the area
known as the Reeves Unit, that is under consideration here today ?

A. Yes sir, I am.

Q. Are you familiar with the unit agreement that has been executed between
the operators owning leaseholds in the Reeves area ?

A. Yes sir, I am,

Q. Will you state into the record the names of the companies holding
leascholds in this Reeves unit.

A. Yes sir. Shell, Cities Service Oil Company, Sinclair Oil & Gas Company,
Gulf Oil Corporation; Texas-Gulf Producing Cdmpany, Ohio Oil Company,
Tide Water Associated Oil Company, Magnolia Petroleum Company.

Q. They are the leasehold owners in the area?

A. Yes sir.

Q. As to the i'oyalty ownership,. all of the lands involved in this unit

are State owned lands, are they not?



A, They are.

Q. Will you mark this please as Exhibit "B". I hand you what has been
marked as Exhibit "B and ask you to state please what that is.

A. This is the unit agreement for the development and operatinn of the
Recves Unit in L.ea County, New Mexico.

Q. And it has been executed by all of the leasehold owners in the area?
A. Yes sir, it has.

2. I ask that this be admitted please.

MR. SPURRIER: Without objection it will be admitted.

2. For tue information of the Commission, I have with me executed
copies showing the signature of all of the operators. If you will dispense
with them, I will not introduce the executed copies.

MR, SPURRIER: That's very well.

Q. Mr. Scott, is this unit agreement as prepared and signed by the
operators in the usual form that hgs been approved heretofor< Dy the
Commission foz" unit operation?

A. Yes sir, it is.

Q. And in addition to this unit agreement there has also been executed
an operating agreement for the operation of the properties, I believe,
A. Yes sir, it has.

Q. If the Commission please, I have that if the ’Commission wants them.
If it doesn’t I will not introduce them.

MR. SPURRIER: That's not necessary.




Q. Undek‘r that unit agreement Shell Oil Cémpany is named as the operator
of the properties, I believe.

A. Yes sir.

. DNoes that unit agreement contain a commitment for the drilling of a
well ?

A. Yes sir, it does.

Q. State please what that is?

A. It provides for the cornmencement of a well on this unit by or on

June 9, 1952, the well to be drilled to a total depth of approximately

12, 750 feet,

Q. As a Devonian test?
A, As a Devonian teét.
Q. | Unless oil or gas in paying quantities is found at a lesser depth. 1Is
that éorrect? |
A. Yes sir.
Q. Now, youare familiar with the contents and provisions of this operating
agreerhent - the operating agreement and also this unit agfeément?”
A. Iam. |

Q. In your opinion as an engineer, will the operation of this property under :

R Yt

this unit agreement result in the conservation of oil and gas, if oil and gas

is discovered on this structure?

:
o

A. Yes sir, it will.

Q. Will you state to the Commission your reason for that statement?




A. Well, there are several reasons; one being the production practices
are aided by the formation of a unit and the opcration will permit the most
proper and efficient utilization ¢f the reservoir energy. The third, by
producing the most amount of 0il and gas from the accumulation we can conscrve
reservoir energy. Another point is, by the formation of this unit it will
allow us to instigate recovery methods that might not be possible to install
in a smﬁller area. And if we conserve the oil and gas, we can institute any
kind of recovery method that we might plan later on from engineering data
and studies that we determine necessary to most efficiently deplete the
reservoir and at the same time to conserve to the greatest extent the
reservoir energy. Another thing Qould‘ be the critical steel shortage --
would enable us to develop this acreage most efficiently. It would eliminate
any intermediate wells, and it would allow us to eliminate anv fire hazards
and it would lead to proper development.

Q. It is your opinion then, as an engineer, that the forming of this unit

is a conservation measure?

A. Yes sir.

Q. And that under the opelration of this unit, the royalty owner, beihg the
State of New Mexico in this case; will receive the greatest amount of
recoverable oil. |

A. It is my belief that by the formation of this unit the State would benefit

in that we would practice conservation measures to the utmost degree by

engineering studies and proper technical development of this unit.




2. Do you have anything else to state for the record?

A. No sir.

Q. Does the Commission have any question?

MR. SPURRIER: Is there a question? Are there any further questions,;
if not the witness may be excused. Mr, Paxton do you have any?

MR. HOWARD: Ihave no further statement, Mr. Commissioner. AllIl
do have, in accordance with the Comimission's staterent of policy - I have
a form of order which is in line with the orders heretofore issued by the
Commisgsion in this type case which order I would like to submit to the
Commission,

MR. SPURRIER: Yery well, that being true I will recommend to the
Commission that the order be signéd.

MR. HOWARD: Thank you sir. I have nothing further.

- MR. SPURRIER: If there is nothing further, the case is ended and the

meeting is adjourned.
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TRANSCRIPT OF BEARING

May 27, 1952

MR. SPURRIER: The meeting will come to ordex, please. The
minutes of the Commiseion will show that the Commission met yesterday
and directed me (o 8it o3 the purnose of taking the record only. Neither
of the other Commissioners could be present this morning. Let the record
show that the advertisement was read, and Mr, Howavrd, you may proceed.

MR. HOWARD: If the Commission please, this is the application
for Shell Ofl Company for the approval by this Commission of a unit agree-
ment for the development and operation of certain lands in IL.ea County,
New Mexico. The lands being designated as the Reeves Unit Area and
which land will be more definitely described as wé proceed with the
hearing. The appearances I believe have been made - Messrs. Seth and
Howard for Shell. I have two witnesses that I would like to be sworn,

Mr, Eliioit and Mr. Scott,
Ouy first witness will be Mr. Eilliott
A. C, ELLIOTT
having been first duly sworn, testified as follows:
DIRECT EXAMINATION

MR, ;IOWARD: Mr. Elliott, will you take the stand please?

Please state your name

A. A. C. Eiliott \




And what capacity?

Division geologist for western division,

I take it you are a geologist?

> C » D

Yes sir,
2 Will you atate for the record yout‘ education and training as
a geologist.
A Graduate ESS degree in geology Texas A & M College.
Q May 1 ask if these qualifications will be accepted?
MR. SPURRIER: They will be,
Q. In your capacity with Shell Oil Company, are you familiar
with certain exploration work that the company has done in the area that
is involved in this hearing and is designated as the Reeves Unit?
&. Yeas siv.
3. For the record will you read into the record the description
of the lands involved in the unit.
A. SE/4 section 25 and E/2 section 36, T.18 S, R.35 E.
'NE/4 section 1, T.19 8, R. 35 E; §/2 section 30, SW/4 section 29, All
‘s‘ectlon 31, W/2 section 32, all in T.18 S, R.36 E; N/2 section 6, NW/4
- section 5, T. 198, R.36 E, Lea County, New Mexico.

Q. Those are the lunds that are described in the appiication
filed with the Oil Conservation Commission and also with the Land
Commissioner, is that correct?

A. That's right.




Q. Will you mark that please as Exhibit "A''. Mr. Elliott. 1
hand you what has been marked Exhibit "A: and ask you to state what that is, pleas
A. This is a seismic high., (interruption)
Q. Just a minute. That 18 a picture repreasentation of the land
involved in the unit. isn't 1t?
A, That's right.
2. Iask that that be admitted please.
MR, SPURRIER: Without objection it will be admitted.
Q. Now, Mr. Elliott, has the Shell Ofl Company conducted
exploration work on this unit and in the area thereof?

A. Yes gir.

Q. Willk you state to the Commission what that work consisted of,
please,

A. We have conducted seismic reflection and selamic surveys of
this area. And the work indicates that thére is a seismic high in this area,
a closed structure ';vh!ch we presume there are poesibilities of _the
development of ofl.

Q. Is that a atructurel high or the Devonian?

A, Yes sir, 1 worked the area near the well, four oz five miles
to the south, and we tied into that well with our seismic exploration. We
feel that by tying in that well and coming up to this area there is possibly
a simulation in the area. |

Q. Is it your opinion that the area that is included in the proposed
Reeves Unit will cover the probable producing area of this high if it s

productive ?




| A. From our experience and nearby flelds, we feel that this area so
outlined will cover the area.

Q. And that if production of ofl or gas is found on this structural high at
any place within this unit in the Devonian that it will all be produced from
a common source of supply on the same structure?

A. A common reservoir, that is right.

2. Do you have anything e¢lse that you wish to add in the way of a statement?
A. No sir.

Q. If the Commission please, the detailed structurﬁl map has been flled
with the Land Commleeioner._ as required, is attached to the application.
If it is not required in this hearing, why we will reat with the map éf the
outline of the area.

MR, SPURRIER; Very well,

Q. Are there a;ly questions from the Commission of Mr. Elliott?

MR. SFURRIER: If there are ne questions, the witness may be excused.

Qur second witness will be Mr. Scoit
W. A, SCOTT

having been first duly sworn, testified as follows:

MR, HOWARD: Mr. Scott

MR. SPURRIER: Mr. Scott has testified befors the Commission.

Q. And he is qualified?

A Ay Lo i a---lil).._’
N HAGA € 16 JUaliaca,

Q. Stats your name please.




A, W. A, Scott

£2. You are ernployed by Shell Oll Company ?

A. Yes gir, in Hobbs, New Mexico.

Q. Andin what capacity arc you employed?

A. Ae a petroleum exploitation engineer.

Q. And you have qualified before the Commission, and your qualiflcatiune
have been accepted?

A, Yes sir,

Q. In your capacity with Shell Oi] Company are you famillar with the area
known as the Reeves Unit, that is under consideration here today ?

A. Yeaz sir, I am.

Q. Are you familiar with the unit agreement that has been executed betweca
the operators owning leaseholds in the Reeves area?

A. Yes sir, I am,

Q. Will you étate into the record the names of the companies holding
leascholds in this Reeves unit, _

A. Yes sir, Shell, Cities Seryice 611 Company, Sinclair Gil & Gas Company,
Guif Ofl Corporation, Texas-Gulf Producing Company, Ohio Oil Company,
Tide Water Associated Oil»Company, Magnolia Petroleum Company.

Q. They are the leasehold owners in the area?

A, Yes sir,

Q. As to the royalty ownership, all of the lands involved in this unit

are State owned lands, are they not?




A. They are.

Q. Will you mark this pleaoe aé Exhibit “B*. 1 hand you what has been
ﬁ\arked as Exhibit "BY and ask you to state please what that is.

A. This is the unit agreerment for the development and operation of the
Reeves Unit in T.ea Gounty, New Mexico.

Q. And it has been executed by all of the leasehold owners in the area?
A. Yes sir, it has.

Q. 1 ask that this be admitted plcase.

MR. SPURRIER: Without objection it will be admitted.

Q. For the information of the C“ommission. I have with me executed
copies showing the signature of all of the operators. If you will dispense
with them, 1 will not introduce the executed coples.

MR. SPURRIER: That's very well.

Q. Mr. Scott, is this unit agreement as prepared and signed by the
operators in the usual fcrm that has been approved heretofore by the
Commission for unit operation?

A. Yes sir, it is.

Q. And in addition to this unit agrecment there has also been executed
an operating agreement for the operation of the properties, 1 believe.
A, Yes sir, 1t has.

Q. U the Commission please, I have that if the Commiuion wants them.
If it doesn't 1 will not §ntroduce them.

MR. SPURRIER: That's not necessary.




Q. Under that unit agreement Shell Oil Company is named as the operator
of the properties, I believe.

A. Yes sir.

Q. Dges that unit agreement contain a commitment for the drilling of a
well ?

A. Yes sir, it does.

Q. State please what that is?

A. It provides for the commencerient of a well oa this unit by ox on

June 9, 1952, the well to be drilled to a‘total depth of approximately

12, 750 feet.

Q. As a Devonian test?

A. As a Devonian test.

Q. Unless oil or gas in paying quantities is found at a lesser depth. Is
that correct?

A. Yes sir.

Q. Now, you are familiar wiih the copiemia and provisions of this operating
agreement - the operating agreement and also this unit agreement?

A, lam.

Q. In your opinion as an engineer, will the operation of this property under
this unit agreement result in the conservation of oil and g8, if oil and gas
{s discovered on this atxucture? |

A. Yes sir, it will.

Q. will you state to the Commisgion your reason for that statement?




o T TR R

A. Well, there are several reasons; one pelng the prcdﬁction practices
are alded by the formation of a unit and the operation will pefmit the most
proper and efficient utilization of the reservoir energy. The third, by N
producing the most amount of oil and gas from the accumulation we can conserve ¢
reservolir energy. Another point iy, by the formation of this unit it will
allow us to instigate recovery methods that might not be possible to Install
in a smaller area. And if we conserve the oil and gas, we can institute any
kind of recovery method that we right plan lateyr on from engineering data
and studies that we determine necegsary to most efficlently deplete the
reservoir and at the same time to conserve to the greatest extent tho
reservolir energy. Another thing would be the critical steel shortage --
would enable us to develop this acreage most éfficiently. It would eliminate
any intermediate wells, and it wo.uld allow us to eliminate any fire haz-afds
and it would lead to proper development.

Q. It is your opinion then, as an engineer, that the forming of this unit

is a conservation measure?

A. Yes sir. |

Q. And that under the operation of this unit, the royalty owner, being the
State of Noew Mexico in this case, will receive the greatest amount of
recoverable oil.

A. It is my belief that by the formation of this unit the State would benefit
in that we would practice conservation measures to the utmost degree by

engineering studies and proper technical development of this unit.




Q. Do you have anything clse to etate for the record?

A, No sir.

Q. Does the Coramission have any question?

MR, SPURRIER: Is thefe 2 question? Are there any further questions,
if not the witness may be excused. Mr, Paxton do you have any? |

MR, HOWARD: lhave no further statement, Mr. Commissioner. Alll
do have, in accordance with the Commission’s statement of policy - 1 have
a form of order which is in line with the ordere heratofore issued by the
Comimission in this type case which order I would llke to submit to the
Commission. |

MR. SPURRIER: Very well, that being true I will recommend to the
Commissgion that the order be signed.

MR. HOWARD: Thank you sir. I have ﬁothing further. -

MR, SPURRIER: If there is nothing further, the case is ended and the

meeting is adjourned.




