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OIL. CONSERVATION COMMISSION
P. O. BOX 2088
SANTA FE. NEW MEXICO

Octeber 18, 1964

fiZ. homnld Jasebs
Sielly 0il Ceupany
Post Oftics Bem 1650
Tulsa, Oklahome

Deax Bix:

Sadesence is made to Commission Order No. R-3124, reesatly

antoned in Cose Bo. 3467, approving the Skelly lLovingtoa
Paddoek WMaterflocod Project.

Injestion is to be through ths 22 authorised water injesctica
wells vhich shall be eguipped with the plastic-ceated tubing
and vith pechers whioch shill be set approximatsly 75 fSeet
above the uppecmost perforxation or in the case of epen hole
completions, spproximataly 7S feet above the casiag shoe.

As to allowshle, our calgulations indicate that
the authorised injection wells have been placed
injection, the mximum allowable which this project will be
eligikls to recsive under the provisions of Rule 701-R-3 is
8238 barxvels per day wvhen the Southeast ¥New Maxico wataxflood
allowabls factor is 42. This is based on a total of 22 tracts
with injection wells and 60 producing tracts. Also included
is an acreage adjustmsnt factor of + 1.175 40-acre trxacc and
a depth factor of 1.77 for computing aliowabis.

2lease report any error in this calculated maximua allowable
ismediately, both to the Santa Fe office of the commission
&nd the appropriate distzxict proration office.
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) | CASE Ne. 3447 :
I Grdax We. B-3124 *

MEXXCO,

MGER OV TNE SOMUASION ;
| TR COGSATON:
| a
; mmaummusa.-.uuma.xm.

ut Samta Pe, Vew Nexico, before Esaminer Rlvie A. Uts.

: NOM, om this_30th day of September, 1966, the Commission, 2 |
. queren being presest, having considered the testimeny, the revesd,
‘amnd the recommendations of the Bxaminer, and being fuily advised |
in the premises,

I3ND8 :

u (1) That due public notice having been given as reguired by
"law, the Commission has jurisdiction of this canse and the sudbject
- matter thareof. :

{2) That the appiicant. Skelly 0il Company, seeks perwmission
to institute a watsrflood project in the loavingtor Maddock Unit
Axea, Lovington-Paddock Pool, by the injection of vater into the
Lovington Glorieta (Paddock) formation throwgh 22 injoction wells
in Sections 25, 35, and 36, Towmship 16 South, Range 36 EKast,
Section 31, Township 16 South, Range 37 East, Sections 1, 2, and
12, Township 17 South, Range 36 Bast, and Section 6, Township 17
Soutl.. Range 37 East, PN, Lea County, MHew Mexico.

{3) That the wellg in the prolect area are {n an advanced
state of depletion and should properly be classified as "stripper”
wells.

{(¢) That the proposed waterflood project should resuii in tha
recovery of otherwise unrecoverable cil, theredby preventing waste.
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(3) MMat the sshject application sheuld be agproved and

m«ummum
I I8 TNNENSAS SERGRED:
(1) That the applisent, Skally O0il Compemy. is howeby awthe-
rised to imatitute a waterfloed projoct in the Levington Peddock 3
Uait Area, lLovington-Paddock Posl, Lea County, New ilaxice, by the

: Amjostion ef vater inte the lLovimgtam Glorieta (Padéeock) !u-uo-
mmw«xmﬁunxua

TOURFIP 3¢ SOUTH. BANSE )6 IART. WMEPN

Mobil-State "K° Well Mo. 4, Unit I, Sectioa 25
Sxelly-Maxico "Y® Well No. 1, Unit A, Ssctiom 35
Cities Service-State “AR® Well WMo. 3, Umit I,
Sectien 33
Shelly-State °“R" Well No. 10, Unit C, Sectiom 36
Skelly-State "R® Well No. 8, Unit X, Section 36
fkelly-State “N°® Well Mo. 3, Unit A, Sectiom 36
Tidewater-State "N° Well No. 4, Uait I, Sectiom 36

TOUWBP 16 SOUTH, BANGE 37 EAST, FNNPN

LA |

Texaco-Grahan Well No. 3, Unit C, Cection 31

Skelly-State "0° Nell Bo. 24, Unit @, Sectiom 21

Skslly-State "O" Well No. 20, Unit I, Sectiom 3}

Sinclair-State "162-A" Well No. 5, Umit K, Sac-
tion 31

lLee Drlg. Co.-State “B" Well No. 1, Uni: €, Sec-
tion 1

Anerada-State "LA" Well No. 16, Unit A, Section 1

Amorada-State "LA" Well Mo. 20, Unit K, Section 1

Mobil-State "R" Well NEgc. 10, Unit X, Section 1

Lee Drlg. Co.-State "B™ Well No. S5, Unit A, Sec-
tion 2

Hwobil State "R" Well Mo, 12, Unit I, Bection 2

Cities Service-Btate "AJ” VWell Eo, 1, Unit C,
Secticn 12

McBeea-State "A" ¥Well No. 2, Unit A, Section 12

R e




Ashland-C.S. Caylexr Wall Ne. 5, Wit C, Sectiem ¢
t Shelly-C. 8. Caplar Well No. 3, Wait A, Bestien ¢
£ Snlly-C. 8. Cayler Well Ne. 2, Wait X, Section ¢

{(2) Tat the subject waterflood project is heveby dusigmated
the Levington Paddsck Waterflood Project and ghall be governed by
- the preisiona of Males 701, 702, and 703 of the
and Bagulations.

{3) That asathly pregress reports of the wvaterflood preoject
‘' herein awtherised shall be submitted to the Cemmissien in scoor-
danoe wvith Males 704 and 1110 of the Comnission Mules and Regula-
tiome.

(4) Tat jurisdiction of this cause is retaimed fer the
_emtry of sech further ordexs as tha Commisgion sy deem mecos-

»-ry.

DONE at Santa Fe, Vew Mexico, on the day and year hereinabove
designated. :

STATE OF UEW MEXICO

esx/
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SOVERNOR
JACK M, CAMPBELL
CHAIRMAN

State of Netw Mexico
®il Conservation Commission

ok

“ .

S e L

= s

i X
LAND COMMISSIONER 'f’,‘ e = STATE GEOLOGIST
GUYTON 8. HAYS I A, .. PORTER, JR,
MEMBER .

SECARETARY - DIRECTOR
P, O. BOX 2088
SANTA FE

September 30, 1966

‘Re: Case No. 3447

Nr. Ronald Jacods Order No. M3124
Skelly 0il Compeny Applicant:

Post Office Box 1650

Tulsa, Oklahoma SKBLLY OIL COMPANY

Dea. irs

Enclosed herewith is a copy of the above-referenced Commission
order recently entered in the suvbject case. Letter pertaining
to conditions of approval and meximum allowable to follow.

Very truly yours,

L8 A=

A, L. PORTER, Jr.
i Secretary-Director

ALP/ir

Carbon copy of order also sent to:
Hobbs OCC__ X

Artesia OCC

Aztec OCC

Other Mr. Prank Irby




HEFORE THE OIL COMSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

CASE NO. 3466
Oxrdar No.

This cause came on for hearing at ¢ ofclock a.m. om September 28, 1560,
at Santa Pe, New Mexico, before Examiner Elvis A. Utz.

MOW, on this day of September, 1966, the Commissica, a
quoram being present, baving comsidered the testimony, the record, amd the
recommendations of the Examiner, and being fully advised in the premises,

PG

£1) That due public notice having beeu given as required by law, the
Commisaion has Jurisdiction of this cause and the subject matter thereof.

(2) That the applicant, Skelly Oil Company, seeks approval of the
Iovington Paddock U=it Agreement covering 3,32&.63 acres, more or less, of
State and Fee lands described as followss

1RA COUNTY, NEW MEXICO
Township 16 South East
% and L of Section 25,
2 Bf2 and SW/L SBf4 of Section 35,
A1l of Section 36,

T 16 South
4 4 and lots andho:rSection%,
3 ::s/z., S&/4, B/2 W/2, and Lots 1, 2, 3 and 4 of Section 31,

Township 17 South East
s/2, s/2 §/2, andLotal 2, 3 and 4 of Section 1,
E/2 SE/L, and Lot 1 of Section 2,
NB/. end B/2 NW/)4 of Section 12

To shi 1 South e East
b, 4, & 4; Nw/i SEfL and
I.ots 1, 2, 3, L, 5, 6 and 7 of Section 6,
Lot 1 of Section 7e

(3) That approval of the proposed unit agreement should promote the
prevention of waste and the protection of correlative righte within the
unit area.

IT 1S THEHESORE ORDEHRED:
(1) That the Lovington Paddock Unit Agreement is hereby approved.

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




CASR NWO. 3466
Oxrdex do.

(3) That the wmit operator shall
or «xecuted cownterpart of the
the effective dake thereof; that in the
party or expansion or comtractiom of the wmit
file with t' Commisaion withis 30
m—:mmmw«rmmm-nmma

(4) That this order shall heoems effechive wpou

(5) Thet juristictica of this causs is rebaimed for the emtry of sech
further orders as the Comiission may deem necessary.

DOME at Santa Fe, New Maxico, on the day and year hereinabove designated.
STATE OF MEW MEXTCO
OIL CONSERVATION COMMISSTON
JACK M, CAMPEELL, Ghairman

GUYTON B. HAYS, Member

SEAL : A« L. PORTFR, JR., Member & Secretary




BEPORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

s
3
&
3

EE

E OIL ATION
OCMMISIION OF MEW XEXICO FOR

CASE MO, 3467
Order No.
APPLICATION OF SKEELY OIL COMPANY
FOR A WATSRFLOOD PROVECT, 1LEA COUNTY,
MEN MEXTCO.
ORDER OF THE COMMISSION
EY THE COMMISATON:

This cause came cm for hearing at 9 otolock a.m. on September 28, 1966,
at Santa Fe, New Meaxico, before Bxaminer Elvis A. Utszs.

NOW, on this day of September, 1966, the Commisaion, a
quorum being present, having considered the testimony, the recerd, and the
recommendations of the Examiner, and being fully advised in the premises,

FDis:

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

(2) That the applicant, Skelly 0il Compauy, secks permission to
institute a waterflood project in the Lovington Paddock Unit Area, Lovington
Padcock Pool, by the injection of water into the Glorista (Paddock) formstion
through 22 injection wells in Sections 25, 35 amd 36, Towmship 16 South,
Range 35 BEast, Section 31, Tomnship 16 South, Range 37 East, Sectioms 1, 2
and 12, Township 17 South, Range 36 East, and Section 6, Township 17 South,
Range 37 Bast, NMPM, Lea County, New Mexico.

(3) That the wells in the project area are in an advanced state of
depletion and should properly be classified as ®stripper® wells,

(4) Thet the proposed waterflood project should result in the
recovery of otherwise wnrecoverable oil, thereby preventing waste.

(5) That the subject application should be approved amnd the project
shonld he governed by the provisions of Rules 701, 702, and 703 of the
Commission Rules and Regulations.

IT IS THEREFORE ORDERED:

(1) That the applicant, Skelly Oil Company, is hereby authorized to
institute a waterfiood project in the Lovington Paddock Unit Area, Lovington
Paddock Feol, by the injection of water into the Glorieta (Paddock) formation
through the following~described 22 wells in Lea County, New Mexicos

OPERATOR, LEASE, AND WELL NO. UNIT IOCATION SEC. TWP. RANGE

Mobil ~ State MKW }l,.

I 25 165 %E
Skelly - Mexico WY¥ # A 35 " "
Skelly - State "R™ #10 C 36 o "
Skelly -~ State "N® #2 A 36 o "
Cities Service ~ State fAR® #3 I 35 " n
Skelly - State "RM £3 K 3 " "
Tidewater - State #M® #, I 36 " "
Texaco - Mamie Graham #3 c 31 165 378
Skelly - State ®O" #2i G 31 n b
Skelly - State mO® #20 I 31 n "
Sinclair «~ State #182-A" #5 K 31 " "
Lee Drlg. Co. = State WE® #5 A 2 178 36E
Lee Drlg. Co. = State YR # C 1 " "
Amerads - State LAY #6 A 1 1 n
Mobil - State WR® #12 I 2 n "
Amerada -~ Stats MLAM #20 K 1 n n




(2) That the subject wmterfleod
provigicns of Rules 701, 702, and 703 me—unuhlnmwm

(3) That msathly progress reperts of the wterfieed projest heredn
aviirised sball be sudmitied to the Commission in acoordance with Rules 704
mmamwmmuwwm

(4) That Jurisdictiem of this ecause is retained for the emtry of such
further orders as the Commission my dees n-cessary.

DONE at Santa Fe, New Mexico, on the day and Year hareimabove designated.
STATR OF NEN MEXTOO ‘
OIL CONSERVATION CCRMISAYON
JACK M. CAMPHELL, Chairmam

GUYTON B. HAYS, Member

SEAL A. L. PORTER, JR., Member & Secretary




Docket No. 24-66

DOCKET: EXAMI.JER HEARINC -~ WEDNESDAY - SEPTEMBER 28, 1966

9 A.M. - OIL COMSERVATION COMMISSION CONFERENCE ROOM,

STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

The following cases will be heard before Elvis A. Utz, Examiner, or

CASE 3459;

CASE 3460:

CASE 3461:

CASE 3462:

CASE 3463:

Daniel 8. Nutter, Alternate Examiner:

Aprlication cf Pennzoil Company for a waterflood project, Lea
County, New Mexico. Applicant, in the above-styled cause,
seeks authority to institute a waterflood project by the injec-
tion of water into the Grayburg-San Andres formation through
eight wells located in Sections 28 and 33, Township 17 South,
Range 33 East, Maljamar Pool, Lea County, New Mexico.

Application of Penroc 0il Corporation for an unorthodox gas
well location, Eddy County, New Mexico. Applicant, in the
<bove-styled cause, seeks authority to drill and complete a
well at an unorthodox location 1,500 feet from the South and
East lines of Section 19, Township 21 South, Range 24 East,
Indian Basin-Upper Pennsylvanian Gas Pool. Eddy County, Kew
Mexico. Applicant, upon completion of said well in the Upper
Prennsylvanian formation, proposes to abandon its Indian Federal
Well No. 1, located in Unit G of said Section 19, insofar as
the Upper Pennsylvanian formation only is concecned.

Application of Cities Service 0il Company for a unit agreement,
Lea County, New Mexico. Applicant, in the above-styled cause,
geeks apr.roval of its Southeast Maljamar Grayburg-San Andres
Unit Area comprising 1,080 acres, more or less, of State and
Pederal lands in Sec “uns 29, 30 and 32, Township 17 South,
Range 33 East, Lea Co:nty, New Mexico.

Application of Cities Service 0il Company for a waterflood
project, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks authority to institute a waterflood
project in its Southeast Maljamar CGrayburg-San Andres Unit
by the injection of water into the Grayburg-San Andres forma-
tion through eleven wel. located in Sections 29, 30 and 32,
Township 17 South, Range 33 East, Lea County. New Mexico.

Application of Continental 0il company fur a unit agrcoment,
Lea County, New Mexico. Applicant, in the above-styled cause,
seeks approval of its Reed-Sanderson Unit Area comprising 1041
acres, more or less, of Federal and fee lands in Township 20
South, Renge 36 East, Lea County. New Mexico.

G g
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Docket No.

24-66

Examiner Hearing - September 8 1966

CASE 3464:

CASE 346S:

CASE 3466:

CASE 3467:

CASE 3468:

CASE 3469:

CASE 3470:

ir/

application ¢f Contineatal 0il Company for a waterflood pro-
ject, Lea County, New Mexico. Applicant, in the above-styled
cause, seeks authority to inctitute a waterflood project by
the injecticn of water into the Qusen formation through 13
wells located in Sectioms 3. 4, 9, and 10, Township 20 South,
Range 36 East, Zumont Pocl, Lea County, New Mexico.

Application of Amerada Petrcleum Corporation for compulsory
pooling, Lea County, New Mexico. Applicant, in the above-
styled causae, seeks an order pooling all mineral interests in
the Jenkins-Cisco Fool underlying the SW/4 of Section 19, Town-
ship 9 Scuth, Range 35 East, Lea County, New Mexico.

Application of Skelly 0il Company for a unit agreement, Lea
Cotinty, New Mexico. Applican®:, ir the above-styled cause,
seeks approval of its Lovington Paddock Unit Area comprising
3325 acres, more or less, cof vederal, fee and State lands in
Townships 16 and 17 South, Ranges 26 and 37 kast, Lea County,
New Mexico.

Application of Skelly 0il Compiny for a waterflood project,

Lea County, New Mexico. Applicant, in the above-styled cause.
seeks authority to institute a2 waterflood project in its
Lovington Paddock Unit by the injection of water into the
Lovington Glorieta {Paddock) formation through 22 wells located
in said unit area. Lovington Paddock Pcol, Lea County, New
Mexico.

Applicaticon of Tenneco Cil Company for a unit agreement, Eddy
County, New Mexizc. Applicant, in thzs above-styled cause,
seeks approval of the Grayburg-Tiackson West Cooperative Unit
Area comprising 2,000 acres, moxs or less, of State and fee
lands in Township 17 South, Range 29 East, Eddy County, New
Mexico.

Application of Gulf Cil Corporation for a unit agreement, Eddy
County, New Mexico. Applicant, in the above~styled cause, seeks
approval of its Springs Unit Area comprising 5,139 acres, more
or lesg, of Pederal and fee lands in Township 20 Scuth, Range

26 East, and Te¢wnship &1 South, Rings 25 East, Eddy County. New
Mexico.

Applicationr of ¢ulf 0il Ccrporaticn tor a special gas-oil ratio
limitation, Lea Ccunty. Naw Maxico. Applicant. in the above-
styled causa, s=22ks an saxception te Rule 506 of ths Commission
Rules and Rz2gulations te providse for a limiting gas-oil ratio
of 6000 cubic fast of gas p2y hiarrel of oil in the Justis Rline-
bry Pool, L2a County, WNew Moxico,



DOCKET: EXAMINER HEARING - WEDNESDAY - SEPTEMBER 28, 1966
9 A.n.

CASE 3463:

The following cases will be heard before Elvis A. Utz, Examiner, or

CASE 3459:

CASE 3461:

CASE 3462:

Docket No.

24-66

- OIL CONSERVATiON COMMISSION 'CONFERENCE ﬁbou.
) § BUILD - A FE, NEW MEXICO

Daniel S. Nutter, Alternate Examiner:

Application of Pennsoil Company for a w:terflood project, Lea
County, New Mexico. Applicant, in the above-styled cause,
seeks authority to institute a waterflood project by the injec-
tion of water into the Grayburg-San Andres formation through
eight wells located in Sections 28 and 33, Township 17 South,
Ranga 33 East, Maljamar Pool, Lea County, New Mexico.

Application of Penroc 0il Corporation for an unorthodox gas
well location, Eddy County, Now Mexico. Applicant, in the
above-styled cause, seeks authority to drill and complete a
well at an unorthodox location 1,500 feet from the South and
East lines of Section 19, Township 21 South, Range 24 East,
Indian Basin-Upper Pennsylvanian Gas Pool, Eddy County, New
Mexico. Applicant, upon completion of said well in the Upper
Pennsylvanian formation, proposes to abandon its Indian Federal
Well No. 1, located in Unit G of said Section 19, insofar as
the Upper Pennsylvanian formation only is concerned.

Application of Cities Service 0il Company for a unit agreement,
Lea County, New Mexico. Applicant, in the above-~styled ccuse,
seeks approval of its South~ast Maljamar Grayburg-San Ar. "=
Unit Area comprising 1,080 acres, more or less, of State and
Federal lands in Sections 29, 30 and 32, Townshlp 17 South,
Rang= 33 East, Lea County, New Mexico.

Application of Cities Service 0il Company for i waterflood
project, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks authority to institute a waterflood
project in its Southeast Maljamar Grayburg-San Andres Unit
by the injection of w:ter into the Grayburg-San Andres forma-
tion through eleven wells located in Sections 29, 30 and 32,
Township 17 South, Range 33 East, Lea County, New Mexico.

Application of Continental 0il Company for a unit agreement,
Lea County, New Mexico. Apriicant, in the above-styled cause,
seeks approval of its Reed-Sanderson Unit Area comprising 1041
acres, more or less, of Federal and fee lands in Township 20
South, Range 36 East, Lea County, New Mexico.
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CASE 3464:

CASE 3466:

CASE 3467:

CASE 3468:

CASE 3469:

CASE 3470:

iz/

Application of Continental Jil Company for a waterflood pro-
ject, Lea County, ew Mexico. Applicant, in the above-styled
cause, seeks authority to inetitute a waterflood project by
the injection of water into the Queen formation through 13
wells located in Sectiones 3, 4, 9, and 10, Township 20 South,
Range 36 East, Eumont Pool, Lea County, New Mexicoa. '

Application of Amerada Petroleum Corporation for compulsory
pooling, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests in
the Jenkins-Cisco Pool underlying the SW/4 of Section 19, 1cwn-
ship 9 South, Range 35 East, Lea County, New Mexico.
Application of Skelly 2il Company for a unit agreement. Lea
County, New Mexico. Applicant, in the above-styled cause,
seeks approval of its Lovington Paddock Unit Area comprising
3325 acres, more or less, ~f Federal, f=e and State lands in
Townships 16 and 17 South, Ranges 36 and 37 hast, Lea County,
New Mexico.

Application of Skelly Oil Company for a waterflood project,

Lea County, New Mexico. Applicant, in the above-styled cause,
secks authority to institute a waterflood project in its
Lovington Paddock Unit by the injection of water into the .
Lovington Glorieta {Paddock} formation through 22 wells located
in said unit arca, Lovington Paddock Pool, Lea County. New
Mexico.

Applicaticon of Tenneco Gil Company for a unit agreement, Eddy
County, Naw Kexico. Applicant,; in the above-styled cause,
seeks approval of the Grayburg-Tackson West Cooperative Unit
Area comprising 2,000 acres, more or less, of State and fece
lands in Township 17 South, Range 29 East, Eddy County, New
Mexice.

Application of Guif Oil Corporation for a unit agreement, Eda§‘
County, New Mexico. Applicant, in the above-styled cause, seeks
approval of its Springs Unit Area comprising 5,139 acres, more
or less, of Federal and fee lands in Township I0 South. Riange

26 East, and Township 21 South, Rangs 25 Eist, Eddy County, New
Mexico.

Application of Gulf O0il Ccrporation for a special Jgas-oil ratio
limitation, Lea County, New Maxico. Applicant. in the above-
styled cause, s2eks an exception to Rule 506 of thz Commission
Pules and Ragulations to provide for a limiting gas-oil ratio

of 6000 cubic feet of gas p=a:r barrel of oil in tha Justis Rline-
bry Pool, Lea County, New Maxico,
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rIERADA PETROLEUM CORPORATION, AS }{GINER IN THE

PROPOSER LOVINGTON PADDOCK U THE APPLICATIOKS
OF SKELLY OIL IN CASES uoqi?%g?fzzngzgijislcu PROVI DE

FOR THE APPROVAL OF THE LOVINGTON PADBOCK UNIT AND TS
ASSOCI ATED WATERFLOOD PROJECTe HEARINGS ARE SET FOR
SEPTEMBER 28, 1966=

R L HOCKER AMERADA PETROLEUM CORPORATION=

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING 175 SERVICE
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Sunray DX Oil Comgiar‘gf
Tytea, Oklahoma 24102 o =

\'\

Production Department {ZE} September 26, 1966

p 28 RS

William R. Loar PG"

Manager, Unitization
and Conservation

Bew Mco 0il Conservation Commission
P. 0. Box 2038
Santa Fe, New Mexico

Attention: Mr. A. L. Porter, Jr.
Re: Lovington Paddock Unit

Lea County, New Mexico
Cases No., 3466 and No. 3467

Gentlemen:

Sunray DX 0il Company operates one lease in the Loving-
ton Paddock Pool and has executed the Lovington Paddock Unit
Agreement. It is our belief that this waterflocd project will
substantially increase the ultimate recovery from this pool and
that ““e Unit Agreement affords each party the oppurtunity to
P ., ite on a fair and equitable basis. We respectfully urge
that thc 0ii Conservation Commission approve the applicatiomn of
Skelly Oil Company in Cases No. 3466 and No. 3467,

Very truly yours,
SUNRAY DX OIL COMPANY
. :
(;LJALJ££LJ:;>47ﬁ<£:;n«”
William R. Loar
RCS/xwd
cc: Skelly 0il Company

P. O. Box 1650
Tulsa, Oklahoma



STATE OF NEW MEXICO

STATE ENGINEER OFFICE <
SANTA PR '

& €. AEYNOLOS
STATE Enstucen

Mr. A. L. Porter, Jr.
Secretary-Director

0il Conservation Commission
Santa Fe, N. M.

Dear Mr. Porter:

ADDRESS CORRESPONDENCE TO:

September 14, 1966 STATE CAPITOL

SANTA FE, NEW MEXICO 87801

Reference is made to the application of Skelly 0il Company
which seeks permission to conduct a secondary recovery
project in their proposed Lovington Paddock Unit.

After reviewing the application and the exhibits attached
thereto, it appears that no threat of contaminaticn to the

waters which exist in the area

will occur and therefore,

this office offers no objection to the granting of the

application.

FEI/ma
cc-Skelly 0il Co.
F. H. Hennighausen

Yours truly,

S. E. Reynolds
State Engineer

By:
r k E. Irby
Chief

wWater Rights Div.




Septeber 14,

1966

6 Sep 16 An G oo

osvery peeject ia your proposed lLovington Paddeck Unit in

oz wells from waich the water will be taken and &lso please
sdvise as t9 vhether these watess arc tc be puxchased, or will

Yours truly,

8. B. Reynolds
State Engineer

By:
Frenk B. Irby
Chief
Water Rights Div.

PR VT
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SKELLY OIL COMPANY

P. O. Box 1650 G 7
TULSA, OKLAHOMA 74102 %
PRODUCTION DEPARTMENT -t
€. L. BLACKSHER, VICE PRESIDENT September 19, 1966 R //}/
W, ®. WHITMORE. HSR. SRODUCTION s ,/Z'
. D, CARSON, MOR. TRCHMICAL BERVICES L /

ROBERT @. RILTZ. MGA. JOINT OPERATIONS
QEOASE W. SELINGER, MOR. CONIERYATION

RNate Ingineer Office

Nate of Bew Mexico
Sate Capitol
Santa Fe, New Mexico 87501

Attention: Mr. Frank E. Irby, Chief
Water Rights Div.

GCentlement

This ia in answer to your letter of September 14 pertaining to water
to be injected into our proposed Lovington Paddock Unite. You inquired
as to the lccation of well or wells from which the water will be taken
amd, also, whether these waters are to be purchased or will be taken

under rights belonging to Selly 0il Comperxy.

These waters will be taken under rights belonging to Skelly Oil
Compeny under approved Permit No. 14988 for Well No. 55, located
910t FNL and 1980' FEL of Section 1, Township 17 South, Range 36 Rast;
and wnder approved Permit No. L-L988-x for Well No. 56, located 1805!
FPWL and 1090* FNL of Section 1, Towmship 17 South, Range 3 Rast,

Lea Coumty, New Mexico,

We trust this answers your irquiry, and should you need additional
information please advise.

Yours very truly,

Origina; =i- <«

R d. sacuzs
RJJ:e:br Ronald J. Jacobs

ce=tr. A. L. PQI'tEr’ Jr,
0il Conservation Commission
P. D. DBox 2088 g
Sante Fe, New NMexico ©751 = COpy ;-




SKELLY OIL COMPANY
PRODUCTION DEPARTMENT wm 74103 [W j/ e 7
€. L. BLACKEHER, VICK PRESIOENT August. 22, 1966

W. P. WHITHORRE. MGR. PRODUCTION
W. D. CARSON, #OR. TRCHNMICAL BERYICES

ROBENT 6. MILTZ. MOR. JOINY OPERATIONS

& W. SELINGEA. wen. Tion Re: Lovington Paddock Unit
Lovington Paddock Pool
Lea County, New Mexico

New Mexico 0il Conservation Commission T R
P. 0. Box 2088
Santa Pe, New Mexico 87501

Attentions Mr. A. L. Porter, Jre
Gentlemens

We are attachirg original and three copies of our application for
approval of the Lovington Paddock Unit. We are also enclcaing
original and three copies of our application for permission to
conduct a secondary recovery project on said Unit. In addition to
the Unit Agreement and exhibits memtiocned in the applications, we
are attaching a list of names and addresses of working interest
owners, royalty inierest owners, and overriding royalty interest
owners within the unit area, as well as a list of names and addresses
of lessees within two miles of the proposed injection wells who are
not working interest owners within tho unit area.

Please set this matter down for hearing for the second Examiner
hearing in September, which we understand will be September 21,

1966.
Yours very truly,
< -
RJJsbr
Att~ch,.

cc~Mr, L. C. White, Attorney 1w/ attach. (applications only)
State Engineer, P. 0. Box 1079, Santa Fe, New Mexico w/ attach.
(applications and exhibits)

DOGKET MAILED

L/E,//:') L
Dot ————""




BRFORE THE NEW MEXICO OIL CONSERVATION COMMISSION

CASE NO. 43/(7

IN THE MATTER OF THE APPLICATION OF SKELLY OIL
COMPANY FOR AM ORDER AUTHORIZING THE INJECTION
OF FLUID #OR SECONDARY RECOVERY PURPOSES INTO

THE LOVIKJITON PADDOCK POOL ON THE LOVINGTON FILED
PADDOCK UNIT, LOCATRD IN PORTIONS OF SBCTIONS
30 AND 31, TOMMSHIP 16 SOUTH, RANGE 37 RAST, HEARTNG

PORTIONS OF SECTIONS 25, 35 and 36, TOWNSHIP
16 SOUTH, RANGE 36 BAST, PORTIONS OF SECTIONS
1, 2 AND 12, TOWNSHYP 17 SOUTH, RANGE 36 BAST,
AND PORTIONS OF SECTIONS 6 AND 7, TOWNSHIP 17
SOUTH, RANGE 37 BAST, LEA COUNTY, NEW MEIICO,
AND POR THR PROMULGATION OF SPECIAL RULES
GOVERNING THE OPERATION OF SAID UNIT.

V25 E €
7/ Yi; ,:.: mmeatt oy N

/ O e s

"0 hug 25 AH T NS

W s Vsl el sl Sl Nl ™S st Wt st St Noat St

APPLICATION
Comes now Skelly 011 Company and alleges and states:

1. That it is the operator of the Lovington Paddock Unit contaiming 3,324.63
acres, more or less of federal, state and fee lands described as follows:

Township 16 South e 36 Fast
4 and S§/2 SW/L4 of Section 25,
B/2 B/2 and SW/4L SE/L of Section 35,

All of Section 36,

Township 16 South e 37 Bast
4 4 and Iots 3 and L of Section 30,
Ww/2 L, SBfL, B/2 ¥/2, and Lots 1, 2, 3 and 4 of Section 31,

Township 17 South e 36 Rast
2, S/2 N/2, and 1ots 1, 2, 3 and 4 of Section 1,

B/2 SE/l and Lot 1 of Section 2,
NB/L and B/2 NW/4 of Section 12,

Township 17 South a East
2 NE/L, L NW/L, L SW/L, NW/L SB/i, and
Tots 1, 2, 3, 4, 5, 6 and 7 of Section 6,
lot 1 of Section 7,
All in Lea County, New Mexdco,

2. That an application for approval of the Unit Agreement for said Unit has
been filed with this Commissica.

3. That in order to carry out the secondary recovery operations as contemplated
Ly Lie Undb agresmsnt, 1o provent wastc and to recover cil end associated hydrocarbons
which would not otherwise be recovered, applicant desires to inject fluid into certain
wells within the unit area for injection into the Lovington Paddock Pool, pursuant to
Rule 701 of this Commission.

4o That applicant proposes to convert the following 22 wells and utilize
same for injection purposes:

OPERATOR, LEASE, AND WELIL NO. UNIT LOCATION SEC. TR, RANGE
Mobil - State "K" #u I 25 165 36E
Skelly - Mexico "YM #1 A 35 n "
Skelly = State "R #10 c 36 i n
Skelly - State "' #3 A 36 " n
Cities Service - State MAEM #3 I 35 1 "
Skelly - State “RY # X 36 " n
Tidewater - State "N 4L I 36 " n
Texaco - Mamie Graham #3 C 31 168 37E
Skelly - State WO #24 G 31 " "
Skelly - State WOM #20 I 31 n ”
Sinclair - State PM182-Att #5 K 31 n 1
Lee Drlg. Co. - State WEM #5 A 2 178 36E
Lee Drlg. Co. - State EM #1 C 1 t L
Amerada - State MLAM /13 A 1 1 n
Mobil — State WRP #12 I 2 " "
Amerada - State "EA™ #20 K 1 n W




(c;ntinued)

mm, LEASF. AND WELL NO. UNIT LOCAT IOM SEC. TWPa RANGE
Mobil - State nR# ﬁ I 1 178 %E
Cities Service - State BWAJ® #1 C 12 " "
McBee = State MA® #2 A 12 " "
AM - C. S. Ca.ylor #5 C 6 178 m
Skcelly - C. S. Caylor #5 A 6 " "
elly - M. E. Caylor #2 K 6 L "

All in Lea County, New Mexlce
‘7/4/

5. That attached hereto and made a part hereo. is a map, labeled Exhibit "A",
which shows the location of the proposed injection wells and the location of all
other wells within a radius of two miles from said proposed injection wells, and the
formation from which said wells are producing, and that also indicated on said exhibit
are the leasees within said two-mile radius.

6. That attached hereto and made a part hereof is Exhibit ®B® which rontains
the diagrammatic sketches of the proposed injection wells showing the casing stiings,
including diameter and setting depths, quantities used and top of cement, perforsted
or open hole intervals, tubing strings, including diameters and setting depths, and
the type and location of packers.

7« That the formation sought to be waterflooded and into which injection
will be made is the Loviugton Glorieta (Paddock) Formation underlying the Unit Area,
the same being the heretofore cstablished underground reservoir which has been found
to occur between the depths of 6010 feet and 6838 feet in Skelly 0il Company's State
nO” No. 12 well (1650t FSL 2310' FEL Section 31~T155-R37E, Lea County, New Mexico)
as indicated by Schlmberger's B. S. Gamma Ray los,, run No. 1, taken August 9, 1952,
said log being measured from a derrick floor elevation of 3829 feet above sea level.

8. That the fluid sought to be injected is water, and the anticipated
volumes to be injected are 9,20C barrels per day, and that the source of said
injection fluid is from the Ogalalla formation. Applicant, also, contemplates re-
injection of produced water.

WHEREFORE, PREMISES CONSIDERED, applicant prays that this Commission, after
the giving of notice as required by law, set this matter down for hearing, and that
at the conclusion of said hearing baszd on the evidence adduced enter its order granting
the applicant permission to conduct a waterflood project on the Lovington Paddock
Unit by utilizing as injection wells the wells above described, with said secondary
reccvery project to be governed by the provisions of Rule 701, for permission to
expand or change the waterflood program by administrative means without the necessity
of a separate hearing, for appropriate field rules if necessary, and for such other
orders, rules and regulations as may be necessary in the premises.

Respectfully submitted,

SKELLY 02, COMPANY

%M@

ge Vls Selingef

%24%1&%

" Ronald ¢ cobs
Of Counsel: Its AttorMeys
L. C. Yhite
White, Gilbert, Koch & Kelly
P. 0. Bex 787
Santa Fe, New Mexico
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
September 28, 1966
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IN THE MATTER OF:

Application of Skelly 0il Company for
a unit agreement, Lea County, New Mexicol Case No. 3466

Applicatigx;d of Skelly g:l Cospany for
l%e:agiico. project, a Y, Case No.
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SPECIALIZING 1IN, DEPOSITIONS, NEARINGS, STATE MENTS. EXPERT TESTIMONY, DALY COPY, CONVENTIONS
1120 $1MMS SLDG. ¢ 2. O, DOX 1093 ® PHONE 243-4490 © ALCUQUEAOUS, NEW MEXICO

dearnley-meier reporting service, inc.

BEFORE: Elvis A, Utz, Examiner.

TRANSCRIPT OF HEARING

l
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1120 SIMMS BLDG, ¢ P.O. BOX 1092 o PHONE 243-6691 & ALBUQUERQUE, NEW MELICO

1203 FIRST NATIONAL BANK EAST ® PHONE 234-1204 ® ALBUQUERQUE, NEW MEX' O

dearnley-meier reporting service, inc.

rAGE 2

for a unit agreemant, lLea County, New Nexico.

MR, UTZ: Case 3466,

MR. HATCH: 2application of Skelly 0il Company

(Whersupon, Skelly's Bxhlbits ]}
A through I were marked
for identification.)
MR. JACOBS: Ronald J. Jacobs, appearing for
Skelly 01l Company. We would ask that the Case 3466 and Case
3467 be consolidated for the purposes of testimony.
MR, UT3: 3466 and 67 will be consolidated for the
purposes of testimony only.
MR. JACOBS: We have two witnesses we would like
to have sworn, please.
(Witnesses sworn.)
MR, UTZ: Are there any appearances? Proceed.
MR. JACOBS: We call as our first witness Mr.
A. H., Hurley, H~u-r-l-e-y.

A. H. HURLEY

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

DIRECT EXAMINATION

BY MR. JACOBS:

o That's your full, correct name, Mr, Hurley?
A Yes, sgir,

Q You are employed by Skelly 0il Company?

Pk fonipsscnid] 3



PAGE 3
A That's right.
Q Tn what capacity?
A As a unitiszation engineer.
Q As a unitization engineer, what generally are
your duties with regard to unit aqroa-‘nfl?
A To supervise the preparation, negotiation, final fg
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drafting of the unitization instruments.

Q And d4id you act in that capacity with regard
to the Lovington Paddock Unit, the unit under consideration
today?

A Yes, I diad.

Q Have you heretofore testified before this

Commission as a petroleum engineer and as a unitization

SPECIALILING (N DEPOSITIONS, HEARINGS, STATE MENTS. EXPENT TESTIMONY, DAILY COPY, CONVENTIONS

1120 SIMMS KLDG. ® P.O, HOX 1092 © PHONE 243.66%1 & ALSUQUARDUE, NEW MEXICO
1203 FIRST NATIONAL BANK EAST © PHONE 255-1294 & ALBUGUERQUE, NEW MEXICO

engineer?
A Yes, I have.
Q I direct your attention to what has been marked

as Exhibit 1, which is the Unit Agreement. Mr. Hurley, what
type of a unit agreement is this?

A Basically Federal form agreement follcwing a
pattern more or less established for Federal units containing
Pederal acreage. This particular agreement was patterned

after our East Bisti and Lovington-San Andres Units,

Q And the provisions, the general provisions

contained in the Unit Agreement are very similiar to those
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‘aporting service, Ine.

{
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-meler

SPECIALIZING (N: OEPOBITIONS, HEARINGS, STATE MENTS. EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

1120 SIMMS BLDG. @ P.O, BOX 1092 » PHONE 24)-669) & ALBUQUERQUE, NEW MEXICO

1203 FIRSY NATIONAL BANK EAST » PHONE 256-1294 © ALBUQUERQUE, NEW MEXICO

deamley

Lo

cthers, is that correct?

A That's correct.

Q Have you examined the application and the Unit
Agreement and does the definition of the unit area as
contained in the application and the Unit Agreement, is that
the correct definition of the unit area?

A Yes, sir, it is. |

Q I won't ask that you read the definition word for
word because it does contain a number of lots; is that
because of the township correction lines, range correction

lines occurring right about in the center of this unit?

A That's correct. The unit is divided by four cornois

in four townships and, of course, there are ccrrection lines
all along both edges of this corner.

0 I direct your attention to Exhibit A attached to
the Unit Agreement. Is this a plat of the unit area?

A Yes, sir, it is.

Q And it designates the type of acreage that is
included in the unit, is that correct?

A That's correct.

0 Fxhibit B attached to the Unit Agreement defines
each cne of these individual tracts comprising the unit area
and describes the necessary information pertaining to each

tract, is that right?

p AW AL o i) P e W P R AR Y SRR PRI . AR i
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A That is correct, yes, sir.

Q ¥What is the total number of acres contained in
the unit area?

A There are a total of 3,324.63 acres in the unit
area.

Q And does the Unit Agreement contain a division

of the unitized formation?

A Yes, sir, it does.
Q what is that definition?
A The formation to be unitized is the Lovington, Gloﬁ- '

jieta or Paddock Formation underlying the unit area, the same
being the heretofore established underground reservoir which
has bsen found to occur between the depths of 6,010 feet and
6,838 feet in Skelly 0il Company's State "O" Well No. 12, as
indicated by Schlumberger's E. S. gamma ray log, run No. 1,
taken August 9, 1952, said log being measured from a derrick
floor eievation of 3,829 feet ahove sea level. The location
of this well is 1650 feet from the South Line, 2310 feet from
the East Line, Section 31, Township 16 South, Range 37 East.

Q Exhibit A attached toc the Unit Agreement is the
plat. Ig that well shown on that plat, Mr. Hurley?

A Yes, sir, it is.

Q I notice you have that indicated as if it is a

location. What is the reason for that?
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3 A The well is not actually a unit well, it is
% completed in the Abo Pormation, and one of the welles ir the
S area which completely penectrated the Paddock pay &ia was
> 8
< i g | used only to find the unitized fo.mation.
= ¥ &3
. § %; Q What response have you had with regard to sign-up
o § 3
o + £
= § §§ of this Unit Agreement and Unit Operating Agreement, Mr.
o 9 33 '
¥ § 3 Hurley? :
e ¥ ] ; g' »
=8 3R A To date we have received ratification of 96,23¢
— s %3
= g gg of the working interest, 95.59% of the royalty interest bused
= & - LA 3
:: g §: on phase three unit participation.
= £ &
E; o g% Q Before we get into the unit participation, the
é;- f g§ various Lracts that are shown on the Exhibit A, do you
= I i
T o 3 §§ anticipate that all of these tracts will qualify for the
() ¥ 83
. — « =g

inclusion into the unit area?

A Yes, sir, we do.

o You have hopes of getting all of the remaining
working interest owners signed up within the next day or two,
is that right?

A That is correct. There's cne outstanding working
unit owner at this time,

Q And indications from that owner are that he will

sign the Unit Agreement?

A That is correct.

0 1 notice you mention a phase three participation,




uoi 2

Mr. Hurley, what is the participation formula for this unit?
A It consists of three phases, Phase One will
become effective with the effective date of the unit and for

the first 300,000 barrels of oil production from the unit.
The formula for that period is 708 current oil production
and 308 remaining primary recowvery.

Phase Two becomes effective on the termination of
Phase One and will remain in effect for the next 700,000

barrels of unit production. The formula for Phase Two is

[
(¥

t
!

708 remaining primary recovery and 308 current production.
Phase Three will become effective on the terninati#n
of Phase Two and is based 100% on ultimate primary recovery.

Incidentally, Phases One and Two together cover the remaining

gorting service, inc

1120 SIMMS BLDG. & P.O. BOX 1092 ¢ PHONE 243-4491 » ALSUQUERQUE, NEW MEXICO
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primary period of production. Phase Three is the secondary
recovery portion.

Q And that was used because I notice you said that
Phase Three is 100% remaining primary, is that right?

A Hundred per cent ultimate primary.

Q And that is the figure that you anticipate will

best represent the contribution of the tracts for secondary

Tecovery nurnoses in that particular phase?
A That's right.
Q In your opinion, Mr., Hurley, will this Unit

Agreement, 1s it protective of the correlative rights of all

S — —_
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dearnley-meier

* PHONE 243-6491 © ALBUQUERQUE, NEW MEXICO
& ALSUQUERQUE, NEW MEXICO

SPECIALIZING (N:  DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

1203 FIRST NATIONAL BANK EAST & PHONE 256-17294

1120 SIMMS BLDG. ¢ P.O. BOX 1092

the various interest owners within the unit?

A It is.

Q Have you received preliminary approval from any
state agency for their lands involved within the unit area?

A We have received preliminary approval of the
Commissioner of Public Lands of the State of New Mexico.

Q I nctice there's a federal tract. Do you
anticipate that the federal tract will also be gualified and
ratified by the United States Geological Survey, is that
correct?

A That is correct. We have not yet received their
ratification, but our contact with them in Washington and
Roswell indicates that they will sign probably subsequent to
the effective date.

0 So that you do anticipate that the unit area will
be 100% signed both as to work and royalty, is that right?

A No, that's not exactly right. There are several
tracts which may have some outstar ling royalty. These tracts
have been qualified by vote and by procedure of Section 15-B
of the Unit Agreement and will be gralified, but there are

possitliy vne or twe fae

h]

ovalty owners unsigned.
MR. JACOBS: That's all the direct testimony I
have of Mr. Hurley. We will have an engineering witness to ¢o

into the injection phase and waterflood phase of this
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application.
MR, UTZ: Any queuﬁionc in regard to the Unit
Agreement? If not, the witness may be excused.

(Witness excused.)

LARRY R. HALL

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

DIRECT EXANINATION

BY MR. JACOBS:

Q Will you please state your name, by whom you are
employed and in what capacity?
A Larry R, Hall, H-a-1-1; employed by Skelly 0il

Company, Hobbs District Office, in Hobbs, New Mexico as a

SPECIALILING IN: DEPOSITIONS, HEARINGS, STATE MENTS, EXPEMT TESTIMONY, DALY COPY, CONYEN IONS
1120 SIMMS BLDG. & P.O. BOX 1092 & PHONE 243-6691 @ ALBUQUERQUE, NEW MEXICO
1203 FIRST NAYIONAL BANK EAST © PHONE 256-1294 # ALSUQUERGUE, NEW MEXICO

dearnley-meier iepuiting “service, fnc.

production engineer.

‘ Q Ar2 you familiar with the proposed plan of
! operation for the Lovington Paddock Unit?
A Tam
0 Have you participated in the engineering sub-

committee with regard to this unit, is that right?

A Yes, sir, I dia.

0 Have you heretofore testified before this
Commission as a petroleum engineer?

A No, sir, I have not.

Q Would you please, then, briefly outline your
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educational qualifications and your experience?

A I graduated from Kansas State University in June
of 1962. I have since then heen employed by Skelly 0il
Company. I have slightly over four years' experience. I have
been in the Hobbs District Office those four yeara. I have
dealt in phLases of unitization work, secondary recovery
projects, primary workovers and all phases of engineering.

- Q And you have made an actual study with reference
to the Lovington Paddock Pool, is thét right?

A Yes, sir, I have.

Q And you prepared certain exhibits and testimony
in regard to the hearing under consideration today?

A Yes, I have.

MR. JACOBS: Are there any questions as to his
qualifications?
MR. UTZ: No, sir, he's qualified.

Q (By Mr, Jacobs) I direct your attenticn to the
Exhibit A which appears to be a map of the unit area. Will
you please explain that?

A Exhibit A is a map showing lessees, location of
walls included in the project, all other wells within a radius
nf two miles from the proposed injection wells, and the
formation from which said wells are producing or have

produced. Also is shown the boundary outline of the

— e et e . . —
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Lovington Paddock: and Lovington San Andres Units. The

propoaed area includes all of the Lovington Paddock Unit

" with the exception of the Skelly C. S. Caylor No. 5 and No. 8,

Skelly St. "O" 20 and 21. The C. S. Caylors are located in
Section 6, 17, 37. The State 20 and 21 are located in
Section 31, 16, 37. There is one undrilled tract, Pan
American State "E" lease located in Section 1, 17, 36,

Q And those areas you have described are cross-
hatched in green?

A Cross-hatched in green on Exhibit A,

0 What is the reason that the particular trﬁcts
or the wells contained thereon will not be in the initial
project area?

A The Pan American tract located in Section 1 is an
undrilled location, There is no present wu.ll committed to
the Paddock Unit on that location. The four Skelly tracts
on the east side of the unit will not be in the initial
project area due to the fact that we will delay conversion
of three injection wells pending the offset operations to the
eastern side of the unit,

Q I noitice that you have aleo indicated by a red
circle around certain wells, What does the red circle
indicate?

A It designates the proposed injection wells.
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Q And those are the wells that are enumerated in
the application ae proposed injection wells, is that correct?

A That is correct.

Q Around these two wells in Section 31 and one
well in Section 6 you have a dashed line around those three
walls. Are those the three wells that you are referring to
that will be converted at a 1ittle later time?

A That is correct.

o] vou do anticipate using those wells for injection
but not in the first initial phase of conversion, is that
right?

A That is right.

Q You have indicated by a color code, I believe, On
the map, the formations f£rom which the wells spotted thereon
are completed or have produced, is that right?

A That is correct.

Q Now, the red color is the color representing the
paddock wells, which is the reservoir we're concerned with
here today?

A That is correct. Skelly proposes to inject water
£rom the Ogalalla Formation into the Glorieta Formation by
the use of 19 injection wells indicated on Exhibit A, It
will be used in an inverted nine-spot pattern. Our future

plans include the conversion of the three wells on the east

e o mad
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side to inject at such time that the offset operations will
permit. The injection rates are 9,000 barrels per day or an
average rate of 475 barrels per day for the initial 19
injection wells. Maximum waterflood allowable oil
production for the 77 project wells will be 5,725 barrels
per day. Pool operators report that 7,531,829 barrels of
stock tank oil have been produced from the unit area. Of
this, 7,070,265 barrels have been produced from this project
area. The average cumulative production per well has been
92,500 barrels, A copy of this application for the waterflood
project and all attachments have been sent to the State
Engineer's Office, Capitol Building, Santa Fe, New Mexico.
MR. JACOBS: Are there any of those figures that
Mr. Hall gave that you would like to have him repeat?
MR. UTZ: Yes, I think I would. What was your
oriyinzl figure total production?
A The total production from the pool has been,
now this is from the unit area as outlined on Exhibit a,
7.531,825 barrels.
Q (By Mr. Jacobs) That was a3 of a particular date?
A As of August 1 ., 1966.
MR. UTZ: I think that will be all that's necessary
Q (By Mr, Jacobs) I direct your attention then,

Mr. Hall, to the next exhibit, which is markcd Exhibit B for




PAGE 14

g
g
8
§
:
3
8
|
&
£
-
=
3
x

1120 SIMMS BLDG. @ P.O. BOX 1092 @ PHONE 243-469) © ALDUQUERQUE, NEW MEXICO

dearnley-meier eporting service, inc.

SPECIALIZING IN: DEPOSITIONS,

identiriéation. Would you please describe that exhibit?

A Exhibit B is a primary performance graph for the
Lovington Paddock Pool. Shown on this graph is the monthly
oil production, cumulative oil production, and the number of
producing oil wells. Included in this performance graph is
data rertaining to wells outside the project irta. These
data are for the four wells included in the unit area, but not
in the project area, plus those more recently developed wells
in Sections 29, 30, 31, 32 and 33 of Township 16 South,

Range 37 Bast and Sections 4 and 5 of Township 17 South,
Range 37 East. This is immediately east of our project area.

Q I direct your attention to what has been marked
for identification as Exhibit C. What does this exhibit show?

A Exhibit C is a primary performance graph for tha
unit area. This exhibit indicates the remaining primary oil
to be 950,000 barrels as of January 1lst, 1966. The Lovington
Paddock Pool is located in all or parts of Sectiocns 25, 25,
35 and 36 of Township 16 South, Range 36 East; Sections 29,
30, 31, 32 and 33 of Townahip 16 South, Range 37 East;
Sections 1, 2, 12, Township 17 South, Rarge 36 East; and
Secticns 4, 5, £ and 7. Town.ship 17 South, Range 37 East,

Lea County, New Mexico.
As stated in Mr. Hurley's testimony, because of

the corraections along the township lines, the exact descriptiol

24
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of th& unit area ig_given in our Exhibits A and B of our

Unit Agreement. The Paddock reservoir is the middle of three

oil-producing horizons, the San Andres, Abo and Paddock.

The Paddock field was discovered by the W, D, McBea Statn

*A" No. 2 on June 11, 1952, There are presently 106

producing wells in the pool, of which 77 are located within ?

the project area. The present monthly oil-produc1n§ rate j
;

in the project area is approximately 14,300 barrels or an

o PHONE 242.6691 & ALBUQUERQUE, NEW MEXICO
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average of six barrels of oil per day per producing well.

The Lovington Paddock Unit includes 82 proration

units which ultimately will comprise 60 producing wells and
22 injection wells. Initially, the project area will exclude

the four developed wells in the unit area and four in the
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undrilled location in Section 1, Township 17 South, Range

36 East. As stated earlier, our future plans are to convert
three wells to injection status. The tract in Section 1 will
be drilled at such time as response to injection has been
noted in the area.

Q You mentioned that the average production of wells

within tha project area is something about six barrels per

A That is correct. §
{

o) Wrat is the maximum and minimum range of that

daily production per well?
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A The minimum daily production is zero and the
maximum is 17 barrels of oil per day.

Q I éirect your attention now to what has been
marked for identification as Exhibit D. Exhibit D contains 1
some seven pages, is that correct?

A That is correct.

Q ¥ould ycu explain this exhibit and what it

purports 2o show?

® PHONE 243.6691 o ALBUQUERQUE, NEW MEXICO

i Exhibit D are well completion data for wells
within the unit area. Shown in this tabulation are operator,
the well number, the location, elevaticn, tctal depth,
casing program, including the diameter, setting depth and

volume of cement used, and the producing li.tarval. Also
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noted under the “Remarks" column are thuse wells scheduled as
water injectors.

Q I direct your attention now to what has been
marked for identification as Exhibit E. Would you please
explain this exhibit?

A Exhibit E is a suppleméntal well &ata shest

showing the completion date, the initial and current producing

rates, and cumuiative Gil productisn to August lst, 1966,

per well, The 77 project area wells are currently completed

in the Glorieta Formation with 50 wells producing from open

hole. one well producing through both perforations and open

———
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hole, and 26 wells producing through perforztions only.

Q I direct your attention now to what has been
marked for identification as Exhibit F, wnich contains 22
pages. Would you please explain that exhibit and what it

purports to show?

A Exhibit P, as you said, contains 22 pages. Ticwe {x‘ fi

downhole diagrammatic sketches of the 22 proposed injectizy
wells. Initially only 19 wells will be converted.
Administrative approval to expand the project area to include
the remaining wells will be regquested as circumstances
permit. Shown on the sketches are all casing strings,
diameters and setting depths, quantities of cement used, tops
of cement, perforated or openhole intarvals, tubing strings,
including diameters and setting depth, and type and location
of the packer.

Q I notice that you hzve indicated a packer and
tubing. I assume you intend to inject the water through

tubing sat on the packer, is that right?

A That is correct.

Q And I notice you also indicated that the tubing
is to be plastic coated. What is the reason for this, Mr.
Hall?

A The water source we propose to use is a fresh

[ water, however, it contains a lot of oxygen and we have to

N TN L PN
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coat the tubing for purposes cf protecticn.

Q In your opinion will this type of injectien
arrangement prevent any contamination of ary other formation,
including fresh water-bearing formatinns up the hole?

A Yes, sirx, it is my opinion it will do so.

Q I direci your attention to what has besen marked
for identification as Exhibit G, which contains some 18 items.
What is this exhibit, Mr, Ball?

A Exhibit G are the available well logs on the
proposed injection wells, There are 18 logs in that exhibit,

o} These are 18 of the wells that will be converted
to injection?

A That is correct.

Q I direct your attention now, Mr. Hall, to what
has been marked for identification as Exhibit H. Will you
please describe what this exhibit is and what it purports to
show?

a The Lovington Paddock Pool is an anticlinal structy
as may be noted on Exhibit H. It produces from an
intercrystalline dolomite formation at a depth of approximately
5900 to 6350 feet. The reseivoir hac = greoes nroductive
thickness of approximately 200 to 300 feet with the first pay
encountered from 50 to 150 feet below the top of the Glorieta,

The Lovington Paddock reservoir produces
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predominately by solution gas drive, Pressure data indicate
original bottom hole pressure was 2,400 psi. The reservoir
originally existed in an under-saturated state with the reportJd
bubble-point of the reservoir fluid being 1695 psi.

The producing gas-~oil ratio and average daily oil production
p@r well for the unit area is approximately 2900 standard
cubic feet per barrel and six barrels of oil per day,
respectively. The water cut averages approximately 20 per
cent.

Average rock properties of the Paddock reservoir
have been determined from core analyses on eight wells. The
average weighted perosity was found to be 6.3%., The weighted
arithmetric average permeability was 2.8 millidarcys. The
average residual oil saturation and total water saturation
was 16.9 and 33.8% respectively. Ultimate primary recovery
for the unit is estimated to be 8,384,252 barrels. The
remaining primary life for this area is indicated to be approx-
iﬁately eight and one~half years.

Secondary oil reserves by waterflood of the
Lovirgton Paddock Unit have been estimated to be 6.29 million
barrels. These reserves assume that recoverable secondary oil
would be equal to 75% of the estimated ultimate primary

recovery. Waterflood performance is anticipated to yield a

peak producing rate of 3620 harrels per day in three years.

_ l
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I The life 6; the waterflood project has been estimated to be
fifteen years from the start of injection.

The injection water will be produced from the
Ogalalla Pormation at a depth of approximately 190 feet. The
twvo wells that will supply this fresh water currently axist

and are serving the Skelly Lovington San Andres Unit.

& ALBUOGUERGUE, NEW MEXICO

Q I notice a number of times y.u have used the term
Glorieta and sometimes you talk about the Paddock. We are

talking about the same formation?
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A That is correct.
Q I direct your attention now to what has been
marked for identification as Exhibit I. Would you please

explain that exhibit?
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A Exhibit I are an analyses of this Ogalclla supply
water and the produced Paddock watexr. Water injection in the
unit's wells will be through internally plastic coated tubing
set i1n a tension-type packer approximacely 50 feet 2bove the
casing seat or uppermost perforation. Injection rates of
approximately 475 barrels of water per day per well at
maximum injection wellhead pressures of approximately 1,850
psi are anticipatead.

l MR. UTZ: What was your pressurer

A 1850.

Q (By Mr., Jacobs) Based on your studies of
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this reservoir and your studiss of engineering reports,
prepfration, is it your opinion, Mr. Hall, that it is nocoosatﬂ
to institute a secondary recoverv project in this area in

order to recovar oil which would not otherwise he recovered?

A Yes, that is correct.

Q And would such a project prevent waste?
A Yes, it will.

Q In your opinion was the proposed plan of

operation and the Unit Agreement, will it protect the
correlative rights of all the various interest owners within
the unit area?

A Yes, correlative rights are protected.

Q Will the operation of the unit in any way abuse
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the correlative rights or the interest of those parties who

T

are not within the unit area?

A No, sir.

RN e

Q Were Exhibits A through H prepared by you or
under your supervision and direction?
A Exhibits A through H, with the exception of

Exhibig G, were prepared by me or under my supervision.

Q Now, Exhibit G is the log?
A Injection well logs.
Q And Exhibit I is merely a water, or a supply water

analysis prepared by a commercial laboratory, is that right?

- — — .
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A Prepared by a commercial laboratory for Skelly,
Yes, sir,

MR. JACOBS: We offer into evidence Exhibit 1 in

Case 3466 and Exhibits A through I, inclusive, in Case 3467.
MR, UTZ: The exhibits mentioned by counsel will
be entered into the recorad of these cases.
(Whereupon, Skelly's Exhibits 1,
and A through I were offared
and adnitted in evidence.)
MR. JACOBS: That's all the direct testimony we - £

have of this witness,

=
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CROSS EXAMINATION %
BY MR. DTZ: i
Q Mr. Hall, referring to your Exhibit P -- %
A Exhibit pr? gf
Q Yes. »
A Yes, 3gir,
Q == am I correct in that all surface casing has ?
been circulated? .
A That is correct. %

Q and that all injection will be through lined

tubing and under a packer?

A That is correct.

o) If you said, I missed it, what do you intend to

do with the annulus behind the tubing?

=

———
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A We do not intend to load the annulus.
Q You 4o not?
A No, sir. That would cause undue stress within our
tubing string.
0 Why would this cause undue stress?
A We would have to go down to a setdown packer

rather than a teasion type packer if we loaded the annulus.

Q You are using a tension packer?
A Yes, sir, that's correct.
0 You don't want the additional weight of the water

on top of the packer?
A No, sir.

Q How will you determine, then, if you have any
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packer leakage into the annulus?

A This can be determined within two methods. We
have used one and we have found two packer leaks, and you can
find them readily. You ~an leave yocur annulus open and your
water will come to the surface. We have found two packer
leaks and we repaired almost immediately.

Q Now, this 1850 pognds will be surface pressure?

A That s correct.

MR, UTZ: Are there any other questions of the

witness? He may bhe excused,

{(Witness excused.)
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grting service, .
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MR. UT2: Any other statements in this case?

MR, JACOBS: I balisve your Commission file
containg some correspondence, especially from the State
Engineer, indicating his approval. We have discussed this
matter with him and I think have answered all his questions.
There may be some letters from other companies in support of
this applicaticn,

MR. UTZ: We have a letter from the State
Engineer dated September 14, in which he says he offers no
objection.

MR. HATCH: We also have telegrams and letters
in favor from Sunray DX, telegram dated September 26, 1966
from Amerada Petroleum Corporation in support of the
application. A letter from Sunray DX 0il Company dated
September 26th, 1566 also in support of the application.

MR. UTZ: Any other statements in this case?

The case will be taken under advisement.
The hearing will be adjourned ‘til 2:080 c‘clock,

at which time we will take vp Tenneco's Case 3468,
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STATE OF NEW MEXICO )
) 88
COUNTY OF BERNALILLO )

% I, ADA DEARNLEY, Notary Public in and for the County of

% Bernalillo, State of New Mexico, do hereby certify that the

§ foregoinyg and attached Transcript of Hearing before the New *f
E Mexico 0il Conservation Commission was reported by me; and

% that the same is a true and correct record of the said

? proceedings, to the best‘of my xnowledge, skill and ability.

Witness my Ha.. 1 and Seal this 25th déy of October, 1966.
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- LOVINGTON ~ PADDOCK (NMOCC HEARING)

) EXHIBITS
A AREA MAP
B LOVINGTON PAUDOCK PRIMARY PERFORMANCE GRAPH
c LOVINGION PADDOCK UNIT PRIMARY PERFORMANCE GRAPH
o WELL COMPLETION DATA
E SUPPLEMENTAL WELL DATA

F-1 THRU F-22 DOWNHOLE DIAGRAMMATIC SKETCH OF INJECTION WELLS

G-1 THRU G-18 INJECTION WELL LOGS
d STRUCTURE MAP - TOP OF GLORIETA
X SJPPLY WATER ANALYSIS




PROPOSED LOVINGTON PADDOCK UNIT WIW

AMERADA PEYROLEUM CORPORATION

STATE “LA" WELL NO.

16

76C' FNL & 660' PEL, SBC. 1, T-17-S, R-36-E

LEA COUNTY, NEW MEXICH
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BEFORE EXAMINER UTZ
' OIL. CONSERVATION COMMISSION
Sty EXHBIT NO.__£F
CASE NO._2¢€ 7

13 3/8" 364 Cag Set @ 297°
Cat w/300 Sks, Circulated

8 5/8™ 24# J-55 Cag Set @
3723',Cut w/1500 Sks

Top Cement 390°

(Survey)

Top Cement @ 3724°
{Survey)

2 3/8" Plastic Coated Tubing

51/2" %X 2 3/8" Tension Type
Packer Set @ Approx. 5940'
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PROPGSED LOVINGTON PADDOCK URIT WIW

AMERADA PETROLEUM CORPORATION
STATE "LA" WELL NO. 20
1980' PAL & 1880' FWL, SEC. 1, T-17-S, R-36-E
LEA COUNTY, NEW MEXICO
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) 2 Cat w/1500 Sks 4
— — { Top Cement @ 607'
oy T e (Survey)
T ‘( .
. a -5:5 Top Cement @ 3834°'
N (Survey)
i N
g =
- N -7 2 3/8B" Plastic Coated Tubiung
s \\\41
s \\\S
e PRI
/A LN
jf ; \\\
o : SN
T N
<N
: o
L R
P TN S 1/2" X 2 3/8" Tension Type
___cln.r_imlnn_iﬂﬂﬂ‘_.',y £ ~\\" Packer Set @ Approx. 5989
o N -
i \"\\‘j S5
L . N ?
74 Y
oA A S 1/7" 15.5¢ J-55 Csg. Set

@ 604", Cmt w/550 Sks

OH (6064-6275')

TD 6275'




PROPOSED LOVINCTON PADDOCK UNIT WIW

ASHLAND OIL AND REFINING COMPANY
C. .S. CAYLOR WELL. NO. 5
3540' FEL & 480" FPNL, SEC. 6, T-17-S, R-37-E
LEA COUNTY, NEW MEXICO

| 9
' i @& |
Elevetion 3821' DF Nt
- - g?,).‘w = T T
i |
?!;5:
2%
4 8 5/8" 24 & 284 J-55 & H-40 |
‘ 5 | ‘ Csg Set @ 2025, Cut w/950 Sks; s
P ! Circulated B
- 4\1 K b
\7:\ R ? r \: ;." —
! .\bf Top Cot @ 4116'
i R (Survey)
’ B
; : ;\{ e 2 3/8" Plastic Coated Tubing
1 e
] r. RN
v NN
o : \\‘\:".:
t N
: \}
. : 1“\
: | N
' i NN
; NN
Glorieta Tup @ 5°78"* i 1 o\
e NN 5 1/2" X 2 3/8" Tension
e ;_”;gQE Type Packer Set @ Approx.
: \ ]
§>; .~ 6005
. 7Y
. NER
. i SN
& N\
OH (6080-6245") iy A 5 L/CM 17¥ 3 55 Cog Set @

6080', Cmt w/275 Sks.

T D 5245°




PROPOSED LOVINGTON PADDOCK UNIT LiL

CI' IES SERVICE OIL COMPANY

STATE “AE" WELL NO. 3

3630 PNL & 330" PEL. SEC. 35, T-16-S, R-36-F
LEA COUNTY, NEW MEXICO

Elevation: 3857 DF

Clorieta Top @ 6026'

Lo Nt
v ! 1
e N
»’_x': ] \
s : NN
e BN
rj'/ 4 ! h =
,’,'-'/1 \\
.."/{ : \'
A TN
o AN
i N
T : b
Son I NN
7
g ,
<0 . -
o B AN
v ‘ NN
('// . j ' '\\\ '\\

*

~ N, \_\'
S
N
i |
\ §

N
f‘- /
L {

OH (6087-6275")

AT
W 774

/Z ]
/

s
(/i

7

13 3/8" 48# H-40 Csg Cet @
339, Cmt w/350 Sks,Circulated

8 5/8™ 24 & 32# )-55 Csg Sst
@ 336%',Cmt w/1500 Ska,
Circulated

Top Cmt. @ 4031°
{(Cale,)

2 3/8" Plastic Coated Tubimg

5 1/2" X 2 3/6" Tension Type
Packer Set @ Approx, 6012°

S 1/2" 14.5 & 15.5# J-55 Csg
Set @ o6UBZ’, Lmt w/400 Sks

PBTD 6275°




PROPOSED LOVIKCTON PADDOCK UNIT WIW

CITIES SERVICE OIL COMPANY
STATE "AJ" WELL NO. 1
330' FNL & 2970' FEL, SEC. 12, T-17-S, R-36-E
LEA COUNTY, MEW NEXICO

' : (&
Elevation: 3833' DF v -/
SR U
SN |
u 1 ‘ ’ 13 3/8" 4B# B-40 Cusg Set 8
) R 335', Cmt ¥/350 Sks,Circula
Y | : 8 5/8" 24,328 1-55 Csg Set @
. 3369', Cmt w/2,598 Sks, '
.o : Circulated
-2 T
T i‘:
< Top Cmt & 4301°
¥ ?§§ (Survey)
< _\\‘
/ } \\\;
L \SQ — 2 3/8" Plastic Coated Tubing
[P SN
s \\\“
s N
4 NN
e X\
o SN
- N
‘{?; :»1
;/;/.‘"_ : ~
33 - *‘*‘“ﬁjg 5 1/2" X 2 3/8" Tension Type
&fff-“”i e . \fQE - Packer Set @ Approx, 6019°
__Glorieca Top @ 8037 /7" NRE
= N
o NN
> W\
A = 5 1/27 15.5¢ J S5 Cop Ser @
OH (6094-5230") ’ ' 6094', Cmt w/400 Sks
TD ©30!




SOV 13

PROPOSED LOVINGTON PADDOCK UNIT WIW

LEE DRILLING COMPANY
STATE "E" WELL NO. :
2310 ¥WL. & 680' FNL, SEC. 1, T-1/-S, R-36-F
LEA COUNTY, NEW MEXICO

-~
Elevation 3847' DP ‘,@__.
— e =¥
{ R
P b
L Ny
Q
. N\
A , Al 8 5/8" 28# H-40 Csg. Set @
.z % 0 2041°, Cot w/1,200 Sks,
! Circulated
S S Top Cmt @ 4174"
) . L (Survey)
Y /== 2 3/8" Plastic Coated Tubing
A’ LR
Glorieta Top @ 5930' 2 i
"\\\:. 5 1/2" X 2 3/8" Tension Type
. Packer Set @ Approx. 5952° i
N -~ a
RO & ;
i

OR (6027-6221"') 5 1/2" 15.5# J-55 Csg Set @6027*
Cmt w/350 Sks. "

~

T D 5221°




PROPOSED LOVINGTON PADDOCK UNIT WIW

LEE DRILLING COMPANY
STATE "B" WELL NO. S

660' FNL & 330' PEL, SEC. 2, T-17-S, R-36-E
LEA COUNTY, NEW MEXICO

EZlevation 3850' DF

" 8 5/8" 28# H-40 Csg Set @
2046°', Cat wAl,350 Sks,
Circulated

Top Cmt @ 3865"
(Survey)

—==-- 2 3/8" Plastic Coated Tubing

e
Glorieta Top @ 5008' N L
PN 5 1/2" X 2 3/8" Teunsion
TN Type Packer Set @ Approx.
-~ 603"
75
OH (6111-6234") Y | |\ S 1/2" 15.5¢ J-55 Cag Set

@ 6111', Cmt w/350 Sks




Elevation: 3§37' OF

PROPOSED LOVINGTON PADDOCK UNIT WD

W. D. MC BEE

STATE "A"™ WELL NO. 2
660' FN & E LINES, SEC. 12, T-17-S, R-36-E

LEA COUNTY, NEW MEXICO

- .—_Clozrieta Top @ 6050"' _

Perforations:
815R-RR’
6172-92"

6200-28"

6232-38"
6242-58"
6264-78"

OK (6340-6363")

aneC
.
RN o
) ;

NENNR

N

N,

O L

Oty
N \\‘\\\ SN
2 Ve T )

AKX
NN

~
AN

AN

— Y
\\\\n‘ 3

TR

ETR

./».-/. x

pl

l!'?J

——

S/
T

13 3/8" Csg Set @ 319'
Cmt w/300 Sks,Circulated
(Cale.)

8 5/8" 24 & 32¢ J-55 Csg Set -

@ 3400%, Cmt w/1,000 Sks
Top Cmt @ 1410' (Calc.)

Top Cat @ 4902°
(Cale.)

L 2 3/8" Plastic Coated Tubing

5 1/2" X 2 3/8" Tension Type
Packer Set @ Approx. 6081’

5 1/2" 15.5# J-55 Csg Set @
6340', Cmt w/270 Sks




PROPOSED LOVINGTON PADDOCK UNIT WIW

MOBIL OIL CORPORATIONM
STATE "K™ WELL NO. &

1650' FSL & 330' FEL, SEC. 25, T-16-S, R-36-E
LEA COUNTY, NEW MEXICO

-
Elevation 3842' P : =

-

S

7
7

e

TN

R s
SRR
rd ’I
S

S

AL

‘\
A
S
T W h
L7 S

4

10 3/4" 32.75# Csg Set & 479'

7 N Cmt w/300 Sks, circulated
/ P

> N2

V,; ‘\:\‘g

_il"f,/\\ PR Top of Liner Set 3 3231°

RN Squeezed w/75 Sks.

“, N

g .

Y S N 7 /8" 24 H-40 Csg Set @ 3428
)

‘ *_\’;\ Cmt w/1,540 Sks, circulated
£ 2 (Cale.)
el )
o) ) N
‘ C Y. .. 2 Y/8" Plastic Coated Tubing
b
L ; 4
Glorjeta Top ¥ 5040" -;: O
- \\\;..
- i

N
;/

S H/2" X & 3/8" Tension Type

N Packer Set i Approx. 5078,
o N S S |
X 078
o N 75
Perforations: __ }__r
6153-70" N )

Ceanesol

©orig-781

CUSR-YT ! c ‘ T T
S_r“’ - . Pnb 3097
‘ - S5O/ 176 J-55 Liner Set 1 £300°

T D $3000 et w/739 Sks, Circulated (Cale.)




PROPOSED LOVINGTON PADDOCK UNIT WIW

MOBIL OIL CORPORATION
STATE "R" WELL NO. 10

1980' FSL & €60‘ FEL. Sec. 1, T-~17-S5, R-35-E
LEA COUNTY, NEW MEXICO

)
L

Y are)
Elevation 3826' DF ¥
10 3/4" 40# Csg. Set @ 427' 4
Cmt w/S00 Sks, Circulated e
Top of Liner Set @ 3264°'
Squeezed W/200 Sks. ‘
7 5/8" 24# H-40 Csg Set & 3360' p
! Cmt W/2, 500 Sks, Circulated
P
/ T\t%: K~
57‘ ! Top Cmt @ 4212
?ﬁd (Survey)
/.
L
i 2 3/8" Piastic Coated Tubing
E /: ' /3
E o N
Glorieta Top € $018' 7. P witsg
N 7 °
L i
I rlREEN I S 1/2" X 2 3/8" Tension Type
OlING D LEieNy Packer Set @ Approx. 6058’
Perforations: L i‘Q
6136 78" l 2
A .
BAEe! s
£204-40" z: 3
e ———— PBYDS £250°
LT R
e S DR DO
A h 5 1/2" 17.5% J-55 Liner Set
. ! & 8384' Cmt w/750 sks




PRUPUSED LOVINGTON PADDOCKX UNIT WIW

HOBIL OIL CORPORATION
STATE "R" WELL NO. 12

1980"' FSL & 560' FEL, SEC. 2, T-17-S, R-36-E
LEA COUNTY. NEW MEXICO

Etevation 3840' D¥F

Glorieta Top @ 6015°

Perforations:
6169-94"

6318-74"

NG
| N
{ Nt j

> ool

.. .\\_“- .1
; rQ3

1 N
1 BN

| b
o T TS~
. : '.\\:‘
vt PN
4 S
Lo _ R
Lo ; /‘
- : NN
I i R \Q
L L P 3. g \
://,!‘ e e g ““i\‘-
s, N
e N\
, "\\:
- p .

o BCN

e — N
PO AN
s ez
’,’M .-—.J‘\ ~

T D 974"

10 3/4" 334 Csg Set @ 461°
Cmt w/400 Sks, Circulated

Top of Liner Set @ 32°34'
Cmt Circulated

7 /8" 24f H-~40 Csg Set @
3455, Cmt w/1491 Sks,
Circulated

_.——— 2 3/8" Plastic Coated Tubing

5 1/2" X 2 5/8" Tension
Type Packer Set @ 6094’

&l 6F

Loy

-

PBTD. 6242

5 172 17# J-55 Liner Set
@ 8916', Cmt w/830 Sks




PROPOSED LOVINGTON PADDOCX UNIT WIW

SINCLAIR OIL & GAS COMPANY
STATE "182-A" WELL NO. 5
1980° PSL & 1960' FPWL, SEC. 31, T-16-S, R-37-E
LEA COUNTY, NEW MEXICO

Elevation: 3830' P

13 3/8" 48# Csg Set @ 393
Cmt w/350 Sks,Circulated

8 5/8" 32¢# Csg Set @ 3414
Cmt w/900 Sks

Top Cmt @ 1611* (Cale.)
;Qf : }Sg Top Camt @ 4642
JA ' RN {Calc.)
4 Y
o :§§ 77 2 3/8" Piastic Coated Tubing
i~ AN
S s ok°
Gloriets Top @ 5962' Sk -~

5

PR JLQE | 5 1/2" X 2 3/8" Tension Type
. Packer Set @ Approx. 6005'

o o
7.

//
F

<
Ll e a . L mal e il orenind MM Ay oM St Sumebad AN

s

S 1/2" 15.5i J~55 Csg. Set @

6080', Cmt w/250 sks
OH (6080-5275'")

T D e275°




PROPOSED LOVINGTON PADDOCY. UNIT WIW.

SKELLY OIL COMPANY
C. S. CAYLOR WELL NO.5
330" FNL & 840' PEL, SEC. 6, T-17-S, R-37-E
LEA COUNTY, NEW MEXICO

Elevation: 381S' DF

13 3/8" 44.5# Csg Set @ 258°
Cmt w/250 Sks, Circulated

8 5/8" 32# J-55 Csg Set @
5010', Cmt W/2100' Sks.
Top Cement @ B880'
(Survey)

2 3/8" Plastic Coated Tubing

- N ¢ "4—‘f’
AP A
. _Clorieta Top @ 6013° . \l ¢e el .
. .
f3‘~- e et S 1/2" X 2 3/8" Tension Type

Packer Set @ Approx. 6069’

N
-
¢

R

Perforations:

0068a e
- v
— e LT

6144-94" )

00 Joo0e

G 28

PBTD 6231°

5 /2" 174 3-55 Csg Set @
6243',Cmt w/230 Sks,Top Umt
@ L}lle' (Survey)

TD 14,153"




PROPOSED LOVINGYON PADDOCK UNIT WIW

M. E. CAYLOR WELL NO. 2

SKELLY OIL COMPANY

198C' FSL & 1890 FPWL, Sec, 6, T-17-S, Re37-E

LEA COUNTY, NEW MEXICO

Elevation 3818°' DF

Glorieta Top @ 5066'

OH (6120-6250")

P N
N

T D 6250'

8 5/8" 24 & 324 3-35 Cag
Set @ 3158', Cat w/1,475 Sks,
Cireulated

Top .at @ 4049’
(Survey)

-7 2 3/8" Plastic Coated Tubing

L1122
o045
/’—i?

5 1/2" X 2 3/8" Tension Type
Packer Set @ Approx. 6045'

. - ..
5 1/2™ 14 & 15.5% J-55 Cax

Set @ 6120', Cmt w/400 Sks




PROPOSED LOVINGTOR PADDOCK UNIT WIW

SKELLY OIL COMPANY
MEXICO ™Y" WELL NO. 1

660" PNL & 330" PEL, SEC. 35, T-16-S. R-36-E
LEA COUNTY, NEW MEX1CO

fe)
Nt

Rlevation 3856*' @

8 5/8" 24# J-55 Csg. Set @ 2105'
Cet w/975 Sks, Circulated

e i
’ T Top Cmt @ 380S°
{Survey)

7
i
|
L4
f
5

~

‘c'v‘
o .
L

\<“// "~ 2 3/8" Plastic Coated Tubing

N
i

ram KA T Y TR e e S W —_
hs N oh ~ N\
~ 2 . -

N
TN
“

-~
.
s

R TN N

I
NN
N
14

<L
O

: Q\\:; blzyg
{\ﬁ eo 4
92 5

MR
/

~
A

NN N SR

~v.~\-ﬁ-,
s

L P NN

6042

\\\ ~

el

}

|

e

i

{

Ay

")
75

N
1
[
¢
|
&

N
-

~ \ 5 1/2" X 2 3/8" Tension Type
\ Packer Set 8 Approx. 65054

-r
N
SN
N

S
7

.
.

<
N

N\

e e b

AN
Z

ou (6129-6280") N 5 1/2" 14,15.5, & 174 J-55

1 Csg Set @ 6129', Cmt w/465 Sk

i
i

D 6280'




PROPOSED LOVINGTON PADDOCK UNIT WIW

SKELLY OIL COMPANY
MEXICO "Y" WELL NO. 1
660' ML & 330' FEL, SEC. 35, T-16-5, R-36-E
LEA COUNTY, NEW MEXICO

p—
Rlevation 3856°' DF (o)
. * - —n
- : ;

8 S/8" 24# J-55 Csg. Set 8 2105°
Cat w/975 Sks, Circulated

! o
el
, { -\ =TT Top Cmt @ 3805
N { (Survey)
b N
o BN
Lo, ON
oo R
b N
[ LU
r : ot 2 3/8" Plastic Coated Tubing
o0 ey
v AT
[ NN
[ \\:\.
1% AN
v, N
L BN blzq
VT O
bt NS .f_f_.._‘r—";"
N 7
bt i ' \‘\‘\"_
bl P NN
Gloriets Top @ 6042° ;' ' ; N\
'f{h s )T ) "’_“\\\\\J 51/2" X 2 3/8" Tension ‘l‘):pe
e I N, Packer Set @ Approx. 65054
[ \\\\
R N
by AN
4 NN
OH (6129-0280") ' N 5 1/2" 14,15.5, & 174 J-55
; : Csg Set @ 6129'; Cmt w/465 Sks
i
( “

T D 6280°




. PROPOSED LOVINCTON PADDOCK UNIT WIW

SKELLY OIL COMPANY
STATE "N" WELL NO. 3
880' FNL & 330' PFL, Sec. 36, T-1¢-S, R-3<-E
LEA COUNTY. NEW MEXICO

A
LV
-
Elevation 3849' DF T
- R R
L . SR
v : <
P 3
y X A 8 5/8" 32# 3-55 Csp Set @ 2115°
: Cmt w/630 Sks, Circulated
- o Top Cmt @ 4B874"
T — j?ﬂ (Survey)
|
NG
) SN
~ —-—— 2 3/8" Plastic Coated Tubing
Clorieta Top & 6017' [
LA
. ;&{
2 N
ST T'*_igk' 5 1/2" X 2 3/8" Tension Type
P e .-_\\f\:» Packer 2$t¢ Approx. 6098',
& N Lof
Perforations: c §§£ -
6148-50" ‘ -
— e
£190-5200' Lo
N
tec0-30 ‘
A A S 1/2" 15.5 & 174 J-55 Csg.
Set @ 6258°
OH(:258-79") Cmt w/22% Sks
TN 0719




PROPOSED LOVINGTON PADDOCK UNIT WIW

SKELLY OIL COMrANY
STATE 0" WELL NO. 20 .
1830' PSL & 660' FEL, SEC. 3!, T-16-S, R-137-E
LEA COUNTY, NEW MEXICO

Elevation 3821' DF

8 5/8" 32¢ J-55 Csg Set @
2047 Cmt w/1,075 Sks,

Clrculated
R S — Top Cat @ 3257'
N { (Survey)

NN T e

i //‘—_"‘ 2 3/8" Plastic Coated Tubing
L ‘T
- N
? - > \.\:

: v j
L BN 6117_
oA . :\\\\‘ ‘é’o,},-é' v
v RN 15

{ :\\‘:\‘5
Voo : . WY
P : o S i
A | /{§\: S 1/2" X 2 3/8" Tension Type
Glorieta Top @ 6042' ;i | ;'L___.L:\t\? Packer Set @ Approx. 8035'
Af"—"‘_ s, \
/ RN
P N
P 3:@ F
"',“‘ AN N e e w . - - X
Y | A S 2% 14 & 15.5% 3-35 a3
' Set @ 6110',Cot w/535 Sks
OH (6110-6250"') -
{
T p 8250°




PROFOSED LOVINCTON PADDOCK UNIT WIW

SKELLY OIL COMPANY
STATE "0" WELL NO. 24

2130" FrL & 1980 FEL, SEC. 31, T-16-S, R-37-E

LEA COUNTY, NEW MEXICO

I
_ fe)
i ’"{;ﬁf"Y’~“ﬁ

Elevation 3833' DF

4

2
; t
) ) )
P
. . ‘ .
- e g T
T LTy LI
. ! - T e—
! Ny
v Nt
. ,
; RN
‘ oL
. L
i w7
‘ o
1 ’ TN t'
: A
r RN
- N
. .
. <
v N
: NN
. R
: N
j
; .
. NN,
: NN
.l o
: . " NN
b sy . - '_.\ *
s A . o
AT AT 2 L.
[ N\
Glorieta Top @ 6050' (. N
PR NN
. L R
. . :\\\‘
1 /} N0
v SN
!_ P t\ "~
Y | | §

OH (6106-6270')

T D 6270'

8 5/8" 24 & 324 J-55 Csg Set
8 3215, Cmt w/1,550 Sks,
Circulated

Top Cmt @ 4160°'
(Survey)

2 3/8" Plastic Coated Tubing

¢ ®
(o3¢

-’

K

5 1/2" X 2 3/8" Teusion Type
Packer Set @ Approx. 6031'

5 1/2" 14 & 15.5# J-55 Csg
Set @ 6,106',Cmt w/440 Sks




PROPOSED LOVINGTON PADDOCK UNIT WIW
SKELLY OIL COMPANY
STATE “R" WELL NO. 8
2130' PS & W LINES, SEC. 36, T-16-S, R-36-E
LEA COUNTY, NEW MEXXICO
L{B
Elevation 3844' DF '\, vy
.
8 5/8" 24,28 & 324 J-55,H-40
; Csg Set @ 2080',Cat w/950 Sks,
f Circulated 3
. - - \?A‘”\* i;_‘*
[ N “ Top Cmt @ 5205
. o (Survey)
: \/’/- 777 2 3/8" Plastic Coated Tubing-
o ©
7 o0
N Co7,.
f' ‘ ' :\\\\“ r?

/.. N .
i AN
b : i N 7 f
¢ : ' i N .

.:' , : ! .;\\\:::

£ i N : .
Gloxieta Top @ 5986 ‘,',/("“'_""";‘ i\“:’,’;\i{ 5 1/2" X 2 3/8" Tension Type

7 RN l'acker Set @ Approx. 5997°

'-|/ ",‘ \\\'

P }_\g

P LN

P A AN '\".

L N

vt RN

oy | AN e

L - 5 i/2% 15.5 #3-55 Csg. Set

: . @ 6072',Cmt w/275 Sks

OH (6072-8256") y

T D 6256°



PROPOSED LOVINCTON PADDOCK UNIT Wiy

SKELLY OIL COMPANY
STATE “R" WELL NO. 10
810* FNL & 2130' FWL, SRC. 36, T-16-S, R-36-E
LEA COUNTY, WEW MEXICO

[ 8

' \
Elevation 3851' DF N

8 5/8™ 26 & 32 # J-55 Csg
Set @ 3190', Cmt w/1,800 Sks,
Circulated

—_—
-

e ‘D‘-\ \’ Tees .~
: o LT Top Cmt @ 3765
< (Survey)
N ‘._‘ -~ 2 3/8" Plastic Coated Tubing
o
A T
; A
. NS
o \\
: S cal
N ceos”
{ N —_—
; N 7e
o |
X N
;f_\.f‘t

Glmmlnn_@_ﬂ_‘?i'_." cm R AN 5 1/2" X 2 3/8" Tension Type
o ' Packer Set @ Approx. 6§005'

> | L 5 1/2" 15.5F J-55 Gsg Sei &
| 6080', Cmt w/585 Sks
: OH (6080-6280") :

;

T D 6280°




PROPOSED LOVINGCTON PADDOCK UNIT WIW

TEXACO, INC.
M. GRAHAX WELL NO. 3

940' FNL & 1980 PWL, SEC. 31, T-16-S, R-37-E
LEA COUNTY, NEW MEXICO

Elevation: 23837' D¥

13 3/8" 48# H-40 Csg Set @

347°, Cmt w/350 Sks,Circulated

7 S/8" 26.4# 3-55 Ceg Set 8
3295', Cmt w/2230 Sks,

_ . ! ol Circulated
ST e T
P ; ‘ o
Yo - Top Cmt @ 2083}
%@ﬂj i ;§§ (Calc.)
>/ . ! &
7 ; R
% \:i 2 3/8% Plastic Coated Tubin
2 > — astic Coated Tubin:
% NE :
%‘ : ' f\\i
",-v/’/j NN
“A ' LN
% N —
7 N e(1S
e NN
% AN Co¥e
7 —
v// b N Z S
o od
Glorieta Top @ G034°* ?;ﬁ ib}
o Q, S 1/2" X 2 3/8" Tension Type
Ve e\ Packer Set @ Approx. 6040°'
7 I

O (6115-6270')

T D 6270

'
—

/

s

14 & 15.5# 3-55 Cag

5 1fon
Set & 6115', Cmt w/350 Sks




PROPOSED LOVINCTON PADDOCK UNIT WIW

TIDEWATER OIL COMPANY
STATE "M" WELL NO. 4
1€50' FSL & 430' FEL, SEC. 36, T-156-S, R-36-F
-~ LEA COUNTY, NEW MEXICO

)
- ‘)
Elevation 3831°' DF '?‘f
S N
. \‘
‘; L 10 3/4" 32,758 K-40 Csg
 and Set & 324, Cat w/250 Sks;
Circulated
Z. Top Cmt @ 1405
e oAl (Surver)
N ‘\\\'\:‘ .~
d '
"\ .~ 2 7/B" Plastic Coated Tubing
» N\
Glorieta Top & 5948 o >§ﬂ
/C}<T;7 "“*ffi 7" X 2 7/8" Tension Type

,J- S *“ { r‘ Packerésgé)pprox- 965"

= N CFex
- N 5 5
s : :
Perforations: o o

c040-75"

S110-40" | |
7 _ \ PBTD. €148'
'dd boari 77 234# J-55 Csg Set 2 4149
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CERTIFICATION- DETERMINATION

Pursuant to the authority vested in the Secretary of Interior,
under the act approved February 25, 1920, 41 Stat. 437, as amendeqd,
30 U. S. C. secs. 181, et seq., and delegated to the Director of
the Geological Survey pursuant to Departmental Order No. 2365 of
Cctober 8, 1947, I do hereby:

A. Approve the attached agreement for the development and
operation of the Lovington Paddock Unit Area, State of New Mexico.

B. Certify and determine that the unit plan of development
and operation contemplated in the attached agfeement is necessary
and advisable in the public interest for the purgose of more propgrly
conserving the natural resources.

C. Certify and determine that the drilling, producing,
rental, minimum royalty, and royalty requirements of all Federal
leases committéd'to sald agreenent are hereby established, altgred,
changed, or revoxed to conform with the terms and conditions of this
agreement.

Dated

Director, United States
Geological Survey
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CERTIFICATE OF APPROVAL
COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
LOVINGTON PADDOCK UNIT, LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, the attached
Agreement for the development and operation of acreage which is de-
scribed within the attached Agreement, dated s
which has been executed, or is to be executed by parties owning and
holding o1l and gas leases and royalty interests in and under the
property described, and upon examination of sald Agreement, the
Commissioner finds:

(a) That such agreement will tend to promote the conservation
of oil and gas and the better utilization of reservolr
energy in sald area.

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

{(c) That each beneficiary Institution of the State of New
Mexlico will receive its fair and equitable share of the
recoverable oil and gas under its lands within the area.

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

NOW, THEREFORE, by virtue of the authority conferreé upon me
under bections 7-11- 39, T-11-40, 7-11-41, 7-11-47, and 7-11-48, New
Mexico Statutes Annctated, 1953 Compllaflon, I, the undersigned,
Commissioner of Publiz 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 sajd Agreement, and any
ieases embracing lands of the State of New Mexico within the area
shall be and the same are hereby amended to conform with the terms
thereof, and shall remain in full force and effec. according to the
terms and condifinns of satd Agreement. This approval is subjJect to
all of the provisions of the afcoresaid statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed,
with seal affixed this day of _» 1966.

COMMISSIONER OF PUBLIC LANDS
of the State of New Mexico
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UNIT AGREEMENT
LOVINGTON PADDOCK UNIT
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the 1st day of June, 1966,
by and between the parties subscribing, ratifying or consenting hereto,
and herein referred to as "parties hereto."

WITNESSETH: That,

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

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico is authorized by an Act of the Legislature (Sec. 3,
Chap. 88, Laws 1943, as amended by Sec. 1 of Chap. 162, Laws of
1951, Chap. 7, Art. 11, Sec. 39, N.M.S. 1953 anno.) to consent
to or approve this agreement on behalf of the State of New Mexipo,
insofar as it covers and includes lands and mineral interests of
the State of New Mexico; 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 of 1943, as amended by Sec. 1, Chap. 162, Laws of
1951, Chap. 7, Art. 11, Sec. 41, N.M.S. 1953 anno.) 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 unitized development and operaticn ol State
lands; and

WHEREAS, the 0il Conservation Commission of the State of
New Mexico is authorized by law (Chap. 72, Laws of 1935, as amended
by Chap. 193, Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168,
Laws of 1949) to approve this agreement and the conservation pro-
visions hereof; and

WHEREAS, the Mineral Leasing Act of February 25, 19¢C

(41 Stat. 437, as amended, 30 U.S.C. Sections 181 et seq.)
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authorizes Pederal lessees and their representatives to unite

with each other or Jjointly or separately with others in collectively
adopting and operating a co-operative or unit plan of development

or operation of any oil or gas pool, fleld or like area or any

part thereof for the purposs of more properly conserving the
natural resources thereof whenever determined and certified by

the Secretary of the Interior to be necessary or advisable in

the public interest; and

WHEREAS, the parties hereto hold sufficient interests in
the Lovington Paddock Unit, as that term is defined hereinafter,
to give reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to enable
institution and consummation of secondary recovery operations,
conserve natural resources, prevent waste and secure the other
benefits obtainable through development and operation of the area
subject to this agreement under the terms, conditions and limitations
herein set forth.

NOW, THEREFORE, in consideration of the premises and the
promiges herein contained, the parties hereto commit to this agree-
ment thelr entire respective interests in the Unitized Formation
underlying the Unit Area (as those terms are defined hereinafter),
and agree severally among themselves as follows: |

1. ENABLING ACT AND REGULATIONS: The Mincral Leasing Act

of February 25, 1920, as amended, supra, and all valid, pertinent
regulatioiis, including operating and unit plan regulations,
heretofore issued thereunder and valid, pertinent and reasonatle
regulaticns nereafter issued thereunder are accepted and made a
part of this agreement as to Federal lands, provided such regula-
tions are not inconsistent with the terms of this agreement; and

as to non-Federal lands, the o0il and gas operating regulations in
effect as of the effective date hereof governing drilling and
producing operations, not inconsistent with the terms hereof or the
laws of the State in which the non-Federal land is located, are

nereby accepted and made a part of this agreement.

-0 -
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2. DEFINITIONS. For the purpose of this agreement, the

following terms and expressions as used herein shall mean:

(a) "Commission" means the Oil Conservation Commisaion
of the State of New Mexico.

(p) "Commissioner" means the Commissioner of Public
Lands of the State of New Mexico.

(¢} "Director" 1is defined as the Director of the United
States Geological Survey.

(@) "Secretsry" is defined as the Secretary of the
Interior of the United States of America.

{(e) "Department" is defined as the Department of the
Interior of the United States of America.

(f) "Supervisor" is defined as the 0il and Gas
Supervisor of the United States Geological Survey.

(g) "Royalty Interest" or "Royalty" means a right to
or interest 1n any portion of thi¢ Unitized Substances or proceeds
thereof other than a Working Interest.

(h) "Royalty Owner" means the owner of a Royalty
Interest.

(1} "Tract" means each parcel of land described as
such and giver a Tract number in Exhibit B.

"Tract Participation™ means the percentages shown
on Exhibit B, for allocating Unitlized Substances to a Tract under
this agreement.

(k) "Unit Area" means the lands shown on Exhibit A and
described by Tracts in Exhibit B as to which thils agreement becomes
effective or to which it may be extended as herein provided.

(1} "Unit Operating Agreement" means the ugreement
entitled "Unit Operatlng Agreement, Lovington Padcdock Unit, Lea
County, New Mexicc", of the same effective date as this agreement,
and which is entered into by Working Interest Owners.

{(m) "Urnit Participation" of each Working Interest
Owner means the sum of the percentages obtained by multiplying
the Working Interest of such Working Interest Owner in each Tract
by the Tract Participation of such Tract.

(n) "Unitized Formation" means the Lovington Glorieta
(Paddock) Formation underlying tne Unit Area, the same being the
heretofore established underground reservolr which has been found
to occurr between the depths of 6010 feet and 6838 feet in Skelly
0il Company's State "O" No. 12 well (1650'FSL, 231C' FEL Section
31-T168-R37E, Lea County, New Mexico) as indicated by Schlumberger's
E. S. Gamma Ray log, run No. 1, taken fugust 9, 1952, sald log
being measured from a derrick floor elevation of 3829 feet above
sea level,

(o) "Unitized Substances" means all oil, gas, gaseous
substances, sulphur contained in gas, condensate, distillate and
all associated and constituent liquid or liquefiable hydrocarbons
within or produced from the Unitized Formation.




(p) "vVoting Interest" of a Working Interest Owner,
unless provided otherwise herelnafter, means such Working Interest
Owner's Phase 111 Unit Participation as same 1s set out in
Exhibit C of the Unit Operating Agreement.

(q) "Working Interest” means an interest in Unitized
Substances by virtue of a lease, operating agreement,, {'=e title,
or otherwise. inciuding a carried interest, which interest is
chargeable with and obligated to pay or bear, either in cash or out
of production or otherwise, all or A portion of the cost of drilling,
developing, producing and operating the Unitized Formation.

(r) "Working Interest Owner" means a party hereto who
owns a Working Interest. The owner of oil and gas rights that are
free of lease or other instrument conveying the Working Interest to
another shall be regarded as a Working Interest Owner to the extent
of seven-eighths (7/8) of his interest in Unitized Substances, and
as a Royalty Owner with respect to his remaining one-eighth (1/8)
interest therein.

(s} "Unit Operations" means all operations conducted
by Working Interest Owners or Unit Operator pursuant to this agree-
ment and the Unit Operating Agreement for or on account of the
development and operations of the Unitized Formation for the pro-
duction of Unitized Substances.

{(t) "Usable Well" means a well which, in accordance
with good oil field practice, is adequately equipped so that the
Unitized Formation is effectively separated from other producing
formations as reguired by the Commnission, and which well is in
condition to permit production of Unitized Substances to the
surface by conventional production metnods.

(u) Unless the context otherwise clearly indicates,
words used in the singular include the plural, the plural include
the singular, and the neuter gender include the mascuiine and
the feminine.

3. EXHIBITS., The following Exhibits are incorporated
hereln and made a part herecf:

(a) Exhibit A attached nereto is a map showing, to
the extent known to Unii Operator, the Unit Area and the boundaries
and identity of Tracts and leases in said Unit Area,

(b) Exhibit B attached hereto is a schedule describing
each Tract included within the Unit Area and showing the Tract

-

Participation ol each such Tiracu.
Wnenever relzrence nercin or in the Unit Cpevating

Agreement is made to an Exnibit, the reference is to the Exhibit

o

as originally attached or, 1f revised, to the latest revision.
The descripticn and cwnership of the respective Tracts
have beer. establiished by using the best infcrmation aveilable, I

it subsequently appears that clerical errors, including errors in
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Tract Ownership or mechanical miscalculations have been made, Unit
Operator shall revise the Exhibits to conform with the facts. The
revision shall not include any re-evaluation of engineering or
geologicsl interpretations used in determining Tract Participations.
Errors and miscalculations discovered prior to the effective date
of this agreement shall be corrected by Unit Operator in the first
revision of Exhibits following the effective date and said first
revisions shall be effective as of the effective date of this agree-
ment. The correction of any error other than a correction of a
clerical or mechanical error shall be made by Unit Operator only
after first having obtained approval of Working Interest Owners
and the Commissioner.
Exhibits A and B shall be revised by Unit Operator

whenever.changes render such revision necessary. If an Exhibit
i1s revised pursuant to this agreement, Unit Operator shall certify
and file copies of the revised Exhibit with the Commissioner and
the Supervisor, and one (1) copy for record with the County Clerk,
Lea County, New &exico. Except as specified above, a revised
Exhibit shall become effective on such date as may be determined by
the Working Interest Owners and set forth on said revised Exhibit.

4, CREATION ANT EFFECT OF UNIT. Subject to the terms and

conditions of this agreement, all of the rights of the Royalty
Owners, on the one hand, and of the Working Interest Owners, on

the other hand, in and to the Unit Area, and all leases and lands

comprising the Unit Area, and all surface rights necessary or
convenient in connection with Unit Operations contemplated by |
this agreement, are hereby combined and unitized, insofar as such
rights, leases and lands pertain to and affect the Unitized
Formation as defined in Section 2 {n) of ihis agreement, and the
Unitized Substances therein, to the same exteni «s if such rignts,
leases and lands, as so limited, were included in s single lease
executed by all Royalty Owners as lessors, 1in faver of all Working

Interest Owners as lessees, and as 1f said less«< had been subject

- 5 -




to all of the terms and conditions of this agreement. The name
of the Unit hereby created shall be the Lovington Paddock Unit.

5. ENLARGEMENTS OF UNIT AREA, The Unit Area may be

enlarged to include therein any additional tract or tracts
reasonably proved to be productive of Unitized Substances and
regarded as reasonably necessary or advisable for the purposes

of this agreement. The Working Interest Owner or Owners of a2
Tract or Tracts desiring to bring such Tract or Tracts into this
Unit, may file an application therefor wiih Unit Operator request-
ing such admission. Tract Participations resulting from such
enlargement shall be on a negotiated basis and, after agreement
between the affected parties has been reached, such entargement

shall be effected in the following manner:

{(a) Unit Operator, after approval of at least seventy
percent  (70%) of the then Votirig Interests and after preliminary
concurrence of the Commissioner, shall prepare a notice of prcposed
enlargement describing the contemplated changes in the boundaries
of the Unit Area, the reasons therefor, and the proposed effective
date thereof, preferably the first day of a month subsequent to
the date of notice. ’

(b) Said notice shall be delivered to the Commissioner
and the Supervisor, and coples thereof mailed to the last known address
of each Working Interest Owner and the owners of Working and Royalty
Interests in the Tract being considered for inclusion advising that 30
days will be allowed for submission to the Unit (perator of any
obJections.

(¢) Upon expiration of the 30-day period provided in
the preceding item (b) hereof, Unit Operator shall file with the
Commlssioner evidence of mailing of the notice of expansion and a
copy of any objectaons thereto which have heen filed with the UInth
Operator, together with an application in sufficient number for
approval by the Commissioner of such enlargement and with appropriate
joinders.

_ (d) After due consilderation of all pertinent informa-
tion and upon the approval by the Commissioner, the enlargement shall
become effective as of the date prescribed in the notice thereof.

In any approved expansion of the Unit Area, the revised
Tract Participations of those Tracts which were committed prior to

each such expansion shall remain in the same ratio one to another.

6. UNIT OPERATOR, Skelly 0il Company, a Delaware cor-

poration, is hereby designated as the Unit Operator and by signature

hereto as Unit Operator agrees and consents tc accept the duties




and obligations of Unit Operator for the development and production
of U:itized Substances as herein provided.> Whenever reference is
made herein to the "Unit Operator", such reference means the Unit
Operator acting in that capacity ard not as an owner of interest

in Unitized Substances, and the term "Working Interest Owner" when
used herein shall include or refer to Unit Operator as the owner of

a Working Interest when such interest is owned by it.

7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator

shall have the right to resign at any time, but such resignation
shall not become effective so as to release Unit Uperator from the

%é duties and obligations of Unit Operator and terminate Unit Operator's
rights as such for a period of 6 months after notice of intention to
resign has been served by Unit Operator on all Working Interest Owners,
the Commissioner and the Supervisor, and until al; wells then drilled

;i hereunder are placed in satisfactory condition for suspension or

abandonment, whlchever is required by the 3Supervisor as to Federal
lands and the Commission as to State lands, unless a New Unit Operator
shall have beern selected and approved and shall have taken over and
assumed the duties and obligations of Unit Operator prior to the ex-
piration of said period.

The Unit Operator may, upon default or failure in the per-

* formance of its duties or obligations hereunder, be subject to re-
moval by affirmative vote of at least eighty-five percent (85%) of
the Voting Interests remaining after excluding the Voting Interest
of Unit Operator. Such removal shall be effective upon notice thereof
to the Commiscioner and the Supervisor.

In 2ll such instances oi resignation or removal, until a
successor Unit Operator is selected and approved, as hereinafter pro-

vided, the Working Interest Ouners shall be jointly responsible for

the performance of the duties of Unit Operator and snall, not later
than 30 days before such resignation or removal becomes effective, |
appeint a common agent to represent them in any action to be taken

hereunder.
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The resignation or removal of Unit Operator under this
agreement £hall not terminate its right, title or interest as the
owner of a WOrkiﬁg Interest or other interests in Unitized Substances,
but upon the resignation or removal of Unit Operator becoming ef-
fective, such Unit Operator shall deliver possession of all equipment,
materials and appurtenances used in conducting the Unit Operations
owned by the Working Interest Owners to the new duly qualified suc-
cessor Unit Operator, or to the owners thereof if no such new Unit

Operator 1is elected, to be used fer the purpose of conducting Unit

Operations hereunder. Nothing herein shall be construed as author-
izing removal of any material, equipment and appurtenances needed for
the preservation of any wells.

The resignation or removal of Unit Operator shall not
release Unit Operator from any liability or default by.,it hereunder
occurring prior to the effective date of its resignation or removal.

8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall

tender his or its resignation as Unit Operator, or shall be removed
as hereinabove provided, the Woirking Interest Owners shall, by af-

firmative vote of at least seventy-five percent (75%) of the Voting
Interests, select a successor Unit Qperator; provided, however, that

should any Working Interest Cwner own a Veting Interest of more than
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twenty-five percent (25%), the vote of said party shall not serve
to disapprove the selecticn of 3 new Unit Operator approved by
eighty percent (80%) or more of the Voting Interests of the remain-
ing Working Interest Owners and provided, further, that the Unirv
Operator shall not vote to succeed itself. Such selection shall
not become effective until (&) a Unit Operator so selected shall
accept in writing the duties and responsivilities of Unit Operator,
and (b) the selection snhall have been approved by the Commissioner,
and filed with the Supervisor,.

9. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT,

211 costs and expenses incurred by Unit Operator in conducting

Unit Operations hereunder shall be apportioned among, borne and
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paid by the Working Interest Owners, all in accordance with this
agreement and the Unit Operating Agreement. Such Unit Operating
hgreement shall also provide the manner in which the Working
Interest Owners shall be entitled to receive thelr respective
proportionate and allocated share of the benefits accruing here-
under in conformity with their underlying operating agreemenis,
leases or other independent contracts and sugh other rights and

obligations as between Unit Operator and the Working Interest

OwWwners as may be agreed upon by the Unit Operator and the Working

- Tnterest Owners: However, the Unit Operating Agreement shall not
be deened e;ther to modify the terms and conditions of this Unit
Agreement or to relieve the Unit Operator of any right or oﬁiigation
established under this Unit Agreemenﬁ; In case of any inconsistency

or conflict between the Unit Agreement and the Unit Operating

Agreement, this agreement shall prevail. One (1) true copy of

the Unit Operating Agreement shall be filed with the Commissioner and

i
1
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three (3) copies thereof shall be filed with the Supervisor.

10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as

otherwise specifically provided herein, the exclusive right,

privilege, and duty of exercising any and all rights of the parties

hereto (including surface rights) which are necessary or convenient

for the prospecting for, producing, storing, allocating, and dis-
tributing tlie Unitized Substances, are hereby granted and delegated
to and shall be exercised by the Unit Operator as herein provided,
Jpon request thereflor, acceptable evidence of title to said rights
shall be deposited wifth said Unit Operator anc, together with

this agreement, shall constitute and define the rights, privileges,
and obligaticons of Unit Operator. Nothing herein, however, shall
be construcd iLu transfer title to any land, lease, Royalty Interest,
operating agreement or communitization agreement, it being under-
stood that under this agreement the Unit Opcrator, in its capacity
as Unit Operator, shall exercise the rignts of possession and use

vested in the parties hereto only for the purposes herein specified.
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11. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY.

Each Working Interest Owner has heretofore placed and used on its
Tract or Tracts committed to this agreement, various well ard lease
equipment and other property, equipment and facilities. It is also
recognized that additional equipment and faclilities may hereafter be
placed and used upon the Unit Area as now or hereafter constituted.
Therefcre, for all purposes of this agreement any and all such
equipment shall be considered to be personal property and not
fixtures attached to realty. Accordingly, said well and lease
equipment and personal property is hereby severed from the miheral
estates affected by this agreement, and it is agreed that any and
all such equipment and personal property shall be and remain personal
property for all purposes.

12. PLAN OF FURTHER DEVELOPMENT AND CTLAATION. It is

recognized and agreed by the parties hereto that the object and
purpose cof this agreement is to formulate and to put into effect

a secondary recovery project in order to effect the optimum recovery
of Unitized Substances, prevent waste and conserve natural resources,
The parties hereto agree that the Unit Cperator may, subject to the
consent and approval of a plan of operation by the Working Interest
Owners and the Commissioner, inject into the Unitized Formation,
through any well or wells completed therein, brine, water, air, gas,
0il, liquefied petroleum gas, or any other substance or a combination
of any of said substances, whether produced from the Unitized
Formaticon or not, and that the location of input wells and the

ratec of injection therein shall be governed by standards of good
petroleum engineering practices and conservation methods. This
agreement is and shall be subject to the conservation laws of the
State of New Mexico, to the valid rules, regulations and orders of
the Commissioner and the Commission and to all other applicable
federal, state and municipal laws, rules, regulations and orders,

The parties hereto, subject to prior rights, if any, grant to

- 10 -
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Unit Operator the use of brine or water or both from any formation
in and under the Unit Area for injection into the Unitized Formation.

A plan of operaticn shall be filed with the Commissioner
concurrently with the filing of this Unit Agreement for final ap-~
proval. Said pian of operation shall be as complete and adequate
as the Commissioner may determine to be necessary for timely
operation consistent herewith. Reasonable diligence shall be
éxercised in complying with the otligations of the approved plan of
operation.

The Unit Operator shall commence secondary recovery
operations on the Unit Area within a reasonable time after the ef-
fective date of this agreement and shall cairy on such operations
as would a reasonably prudent operator under the same or similar
circumstances.

The Working Interest Owners, the Supervisor and the
Commissioner shall be furnished periodic reports on the progress
of the plan of operation and any revisions nr changes thereto
necessary to meet changed conditions or to protect the interests
of all parties to this agreement; provided, however, that any major
revisions of the plan of operation involving a basic deviation
from the initial plan of operation shall be subJject to the consent
and approval of tne Working Interest Owners and the Commissioner.

13, TRACT PARTICIPATION, Tract Participations of each

Tract are shown in Exhibit B, and have been compulted 1n accordance
with the following:

(a) Prase I Participation. Beginning at 7:00 A.M.

cn the effective date hereof and remalning in effect until 7:00
A.M. on the first day of the month next following the month in
which the cumulative amount of o0il produced from the Unitized
Tormation underlying all of fthe tracts described in Exhibit B
from and after the effective date of this agreement equals

300,000 barrels, the Tract Participation of eacn Tract shall be

- 11 -
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as shown under Phase I of Exhibit B and shall be determined from

the following formula:

Where:

(v)

Tract Participation Percentage,
Phase I equals

A C
70 B plus 30 D
A equals total adjusted quantity of oil produced
from such Tract from the Unitized Formation during
the period July 1, 1964 to October 1, 1964, as

agreed upon by the Working Interest Owners.

B equals the summation of the adjusted quantities
of o0il produced from all Tracts in the Unit Area
from the Unitized Formation during the period
July 1, 1964 to October 1, 1964, as agreed upon

by the Working Interest Owners.

C equals the estimated remaining primary bharrelr

of 0il producible from the Unitized Formation
underlying each such Tract from and after October 1,
1964, such estimated remaining primary barrels being

as agreed upon by the Working Interest Owners.

D equals the summation of the estimated remaining
primary barrels of oil produciblie Irom the Uni-
tized Pormation underlying all such Tracts in

the Unit Area from and after October 1, 1864,

such estimated remaining primary barrels of oil
for each Tract being as agreed upon by the Working
Interest Owners,

Phase II Participation. Beginning at 7:00 A.M.

on the first day of the month next following the date the 300,000

barrels referred to in (a) above shall have been produced and until

7:0C0 A.M. on the first day of the month next following the date

when the cumulative oil produced from the Unitized Formation under-

lying all of the tracts described in Exhibit B from and after

- 12 -
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termination of Phase 1 equals 700,000 barrels, the Tract Partici-

pation of each Tract shall be as shown under Phase II of Exhibit B,
and shall be determined from the following formula:

Tract Participation Percentage,
Phase IT equals

A C
30 B plus 70 D

Where: A, B, C and D are as defined in (a) above.

(c) Phase II.i Participation. Beginning at 7:00 A.M.

on the first day of the month ncxt following the date whén the
700,000 barrels referred to in (b) above shall have been produced,
the Tract Participation of each Tract shall be as shown under
Phase III of Exhibit B, and shall be determined from the following
formula:

Tract Participation Pcrcentage,
Phase 1II1 equals

E
100 F

Where: E equals the estimated quantity of oil recoverable
from the Unitized Formatlion underlying each such
Tract by primary recovery operations as agreed

upon by the Working Interest Owners.

F equals the summation of the estimated quantity
ot oil recoverable from the Unitized Formation
underlying all such Tracts by primary recovery
operations as agreed upon vy the Working Interest
Owners.

14, ADJUSTMENT FOR COMMITTED TRACTS, If less than all

Tracts within the Unit Area are committed az of the effective date

of this agreement, Unit Operator, as soon as practlicable thereafter,
shall file with the Commissioner and the Supervisor schedules of
committed Tracts as of said effective date, which said scheaules shall
be designated "Revised Exhibit A" and "Revised Exhibit B", and shall

be considered for all purposes as a part of this agreement. Such
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revised Exhibit B shall set forth opposite each such cormitted Tract
the revised Tract Participations therefor (which shall be calculated
by using the same Tract factors and formulas which were used to
arrive at the Tract Participations of each Tract as set out in
original Exhibit B attached hereto, by applying the same only to the
committed Tracts; it being expressly understood and agreed that the
300,000 barrels referred to in Section 13 (a) and (b) hereof shall be
reduced by an amount equal to 200,000 times the total Phase 1 Tract
Participations (expressed as a decimal) of all the tracts which fail

to qualify for inclusion in the Unit Area; and the 700,000 barrels

%
3
®
&
.

referred to in Section 13 (b) and {c¢) hereof shall be reduced by an
amount equal to 700,000 times the total Phase II Tract Participations
(expressed as a decimal) of all the Tracts which fail to qQualify for
inclusion in the Unit Area). Such revised Exhibits shall supersede,
effective as‘of the effective date hereof, the Tract Participations
set forth in Exhibit B attached herete until a further revision or
revisions theveof is approved by the Commissioner. The Tract
Participations shown on Exhibit B artached hereto, or as may be
shown on revised Exhibit B as above provided, shall govern the al-
location of Unitized Snihstances on and after the effective date of
this Unit Agreement as set forth in Section 16 hereof, and until vhe

allocation schedule is revised pursuant to this agreement.

15. TRACTS QUALIFIED FOR PARTICIPATICN., On and after the

effective date hereof, and until the enlargement therecf, fthe
Unit Area shall be composcd of the Tracts listed in Exhibit B

which corner or nave a common boundary (Tracts separated only by

a public highway or a railroad right-of-way shall be considered to
have a common bourdary). and that otherwise aualify as follows:

(2a) FEaeh Tract as to which VYorking Interest Owners
owning one hundred rercent {(100%) of the Working Interest
fnerein have tecome parties hereto and as to which
Royalty Owners owning seventy-{ive percent (75%) or iuore
of the Royalty Interest Lherein have tecome parties
nereto.




(b) Each Tract as to which Working Interest Owners
owning one hundred percent {100%) of the Working Interest
therein have become parties hereto and as to which Royalty
Owners owning less than seventy-five percent (75%) of the
Royalty Interest therein have btecome parties hereto and,
further, as to which:

(1) All Working Interest Owners in any such
Tract have joined in a request for the
gualification of such Tract, and

(i1) Eighty percent (80%) of the combined
voting interests of Working Interest
Owners in all tracts meeting the re-
quirements of paragraph {(a) have voted
in favor of qualifying such Tract.

For the purpose of this paragraph (b), a Working Interest
Owner's “voting interest" shall be equal to the ratio
(expressed in percent) which its aggregate Phase III Unit
Participation in all Tracts qualifying under paragraph
(a) bears to the total Phase III Unit Participation, as
shown on Exhibit B, of all Working Interest Owners in
all Tracts qualifying under paragraph (a}.

(¢) Each Tract as to which Working Interest Owners
owning less than ore hundred percent (100%) of the Working
Interest therein have become parties hereto, regardless
of the percentage of Royslty Interest therein which is
committed hereto and; further, as to which:

(i) The Working Interest Owner operating any
such Tract and all of the other Working
Interest Owners in such Tract who have
become parties hereto have joined in a
request for qualification of such Tract
and have executed and delivered an
indemnity agreement indemnifying and
agreeing to hold harmless the other
Working Interest Owners, their successors
and assigns, against ail claims and
demands wnich may be made by the owners
of Working Intevrests in such Tract who are
not parties hereto and which arise cut of
tne qualification of sucn trach; and

(i1) Eighty percent (80%) of the combined vcting
interests of Working Interest Owners in all
Tracts meeting the requirements o! paragrarns
(a) and {(b) have voted in favor of tre
gualification of such Tract anid accoptance
of the indemnity agreement.

For the purpese of this paragraph (c), a Working Interest
Owner's "voting interest" shall be egual to the ratio
(expressed in percent) wnich its aggregave Phase 111 Unit
Participation in all Tracts gualifying under paragrapns
(a) and (b) bears to the total Phase 11l Unit Participation,
as shown on Exhibit B, of all Working Interest Owners in
all Tracts qualifying under paragrapns (a) and (b).

Upon the qualification cf such & Tract, the Unit
Participation which would have been attributed to the
nonsubscribing owners of tne Working Interest in such
Tract, had they become parties to this agreement and




the Unit Operating Agreement, shall be attributed to
the Working Interest Owners in such Tract who have
become parties to such agreements, in proportion to
thelr respective Working Interests in the Tract.

16. ALLOCATION OF UNITIZED SUBSTANCES. All Unitized Sub-

stances produced and saved (less, save and except any part of such
Unitized Substances used in conformity wilth good operating practices
on unitized land for drilling, operating, camp and other production
or development purposes and for pressure maintenance or unavoidably
lost) shall be apportioned among and allocated to the committed
Tracts in accordance with the respective Tract Participations
effective hereunder during the respective periods such Unitized
Substances were produced, as set forth in the schedule of
participation in Exhibit B. The amount of Unitized Substances

so allocated to each tract, and oniy that amount (regardless of
whether it be more or less than the amount of the actual production
of Unitized Substances from the well or weils, if any, on such
Tract), shall, for all intents, uses and purposes, be deemed to have

been procuced frcem such Tract.

The Unitized Substances allccated to each such Tract - ;
shall be distributed ameng, or accounted for to, the parties §
exezuting, consenting tc or ratifying this agreemen: entitled to '
share in the production from such Tract in the same manaer, in the
same proporLiconsd, and upcn he same conditicons, 23 they wonld have
participated and shared in the production from such Tracts, or in
the proceeds thereof, had this agreement not been entered into, and
with the same legal force and 2f{{=zct.

No Tract committed to this agreement and gialified for
participation as above provided shsll ve subsegquently excluded
from participation nereunder on account of deplicticn of 'nitized
Substar~es.

If the Working Interest and the Reyalry Interest in any

Tract are givided with respact to separare parcels or portions of

ot

such Tract and owned severally by different persons, the Trac
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Participation of such Tract shall, in the abéence of a recordable
instrument executed by ail such owners and furnished to Unit Operator
fixing the divisions of ownership, be divided among such parcels or
portions in proportion to the number of surface acres in each.

The Unitized Substances allocated to each Tract shall
be_delivered in kind to the respective Working Interest Owners and
parties entitled thereto by virtue of the ownership of 0il and Gas
Rights thereln or by purchase from such owners. Each Working
Interest Owner and the parties entitled thereto shall have the
continuing right to receive such production in kind at a common
point within the Unit Area and to sell or dispose of the same
as it sees fit. Each such party shall have the right to construct,
maintain and operate all necessary facilities for that purpose on
unitized land, provided the same are so constructed, maintained
and operated as not to interfere with operations carried on pursuant
hereto. Subject to Section 18 hereof, any extra expenditure
incurred by Unit Operat~or by reason of the delivery in kind of any
portion of the Unitized Substances shall be borne by the party
receiving the same in kind. In the event any Working Interest
Owner shall fail to take or otherwise adeguately dispose of its
proportionate share of the prcduction from the Unitized Formation
currently as and when produced, then so long as such condition
continues, Unit Operator, for che account and at the expense of
the Working Interest Owner of the Tract or Tracts concerned, and
in order to avoid curtailing the operation cf the Unit Area, may
sell or otherwise dispose of such production %o itself or to others
on a day-to-day basis at not less than ths prevailing market price
in the area for like production, and the 2cccunt of such ¥Working
Interest Owner shall be charged therewith as having recelved such
production. The net proceeds, if any, of the Unitized Substances
so disposed of by Unit Operator shall be paid to the Working Interest

Owner of the Tract or Tracts concerned. lotwithstanding the foregoing,
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Unit Operator shall not make a sale into interstate commerce of any
Working Interest Owner's share of gas production without first
giving such Working Interest Owner sixty (60) days notice of such
intended sale.

Any party receilving in kind or separately disposing of
all or any part of the Unitized Sutstances allocated to any Tract,
or receiving the proceeds therefrom if the same 1is sold or pur-
chased by Unit Operator, shall be responsible for the payment of
all Royalty due under the lease or leases covering the Tracts
contributed by it and received into the Unit, and each such party
shall hold each other party hereto harmless against 2ll claims,
demands and causes of action for such Royalty on the lease or
leases and Tracts contrihuted by it to the Unit Area.

17. DBALANCING OF PRODUCTION. Unit Operator shall make a

proper and timely gauge of all lease and other tanks located on
each committed Tract in order to ascertain the amount of
.merchantable o0iil in such tanks, above the pipe line connections, as
of 7:00 A.M. on the effective date hereof. All Unitized Substances
which are a part of the prior allowable of the well or wells from
which the same were produced shall be and remain the property of
the Working Interest Owners entltled thereto as if the Unit had
not been formed and such Worklng Interest Owners shall promptly
remove same. Any such Unitized Substances not so removed may ve€
sold by the Unit Operator for the account of such Wecrking Interest
Ownefs, subject to the payment of all royalty to Royalty Owners
under the terms and provisions of the zpplicable lesse or leases
and other contracts. All such Unitized Substances which are In
excess of the prior allowable of the well or welis from which the
same were produced shall be regarded and trewted the same as
Unitized Substances prcduced after the effective date hereof. If,
as of the effective date hereof, any Tract is overproduced with

respect te the aliowable of the well or wells ¢n that Tract and the

amount of such over-production has been soid or otherwise disposed of,

- 18 -
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such over-production shall be regarded and included as a part of
the Unitized Substances produced after the effactive date hereof,
and the amount thereof charged to such Tract as having been
delivered to the persons entitled to Unitized Substances allocated
to such Tract.

18. ROYALTY SETTLEMENT. The United States and the State of

New Mexico and all Royalty Owners who, under existing contracts, are
entitled to take in kind a share of the Unitiéed Substances produced
from any committed Tract, shall hereafter be entitled to take in
kind their share of the Unitized Substances allocated to such Tract,
and Unit Operator shal; make deliveries of such Royalty share taken
in kind in conformity with the applicable contracts, laws and regula-
tions. Settlement for Royalty Interests not taken in kind shall be
made by Working Interest Owners responsible therefor under existing
contracts, laws and regulations; provided, however, that nothing
herein contained shall operate to relieve the lessees of any land
from thelr respective lease obligations for the payment of any
royalties due under their leases except that royalties duve on
Unitized Substances shall be computed in accordance with the terms
of this agreement.

If gas obtained from lands not subject to this agree-
ment is introduced into the Unitized Formation for use in pressure
maintenance, stimulation of production, or increasing ultimate
recovery, which shall be in conformity with a plan first approved
by the Commissioner, a like amount of gas, less appropriate
deductions for loss from any cause, may be withdrzwn from the
formatlon into which the gas was introduced, royaity free as to
dry gas, but not as to the products extracted trerefrom; provided
that such withdrawal shall be pursuant to such conditions and
formulas as may be prescribed or approved by tvhe Supervisor and
the Commisslioner; provided further, that such right of withdrawail

shall terminate on the termination of this agreement. IT
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liquefied petroleum gases obtained from lands or formations not
subject to this agreement be injected into the Unitized Formation
for the purpose of increasing ultimate recovery, which shall be
in ccnformance with a plan first approved by the Commissioner,
part or all of such liquefied petroleum gases may be withdrawn
royalty free pursuant to such conditions and formulss as may be
prescribed or approved by the Supervisor and the Commissioner.

Royalty due the United States shall be computed as
provided in the operating regulations and paid in value or delivered
in kind as to all Unitized Substances on the basis of the amounts
thereof allocated to unitized Federsl land as provided herein at
the rate specified in the respective Federal leases or at such
lower rate or rates as may be authorized by law or regulation;
provided, that for leases on which the royalty rate depends on
the daily average broduction per well, such average production shall
be determined in accordance with the operating regulations as though
the unitized lands were one lesse,

Royaity due on account of State and fee lands shall te
computed and paid on the basis of ail Unitized Substances allocated
to such lands.

19. RENTAL SETTLEMENT. Rentals or minimum royalties due

on leases committed hereto shall be paid by Working Interest

\ Owners responsible therefor under existing contracts, laws and

regulations provided that nothing herein contained shall operate

to relieve the lessees of any land from their respective icase
obligations for the payment of any rental or minimum royalty in
lieu thereof, due under their leases. Rental for lands of the
State of New Mexico subject to this agreement shall be paild at
the rate specified in the respective leases from the State of

New Mexico. Rental or minimum royalty for lands of the United

Staites of America subject to this agreement shall be paid at the
rate specified in the respective leases from the United States

of America, unless rental or minimum royalty is waived, suspended,
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or reduced by law or by approval of the Secretary or his duly

authorized representative,

20. CONSERVATION. Operations hereunder and production of

Unitized Substances shall be conducted so as to provide for the:
moat economical and efficient recovery of such substances to
prevent waste as defined by State laws or regulations.

21. DRAJNAGE. Unit Operator shall take appropriate and
adequate measures to prevent drainage of Unitized Substances from
the committed Tracts by wells on land not subject to this agreement.

22. LEASES AND CONTRACTS CONFORMED AND EXTENDED, The terms,

conditions, and provisions »f all leases, subleases, and other con-
tracts relating to exploration, drilling, development, or operation
for Unitized Substances in and under the Unit Area are hereby
expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in
full force and effect; and the parties hereto hereby consent that the
Secretary as to Federal leases and the Commissioner as to State leases
shall and each by his approval hereof, or by the approval hereof by
his duly authorized representative, does hereby establish, alter,
change or revoke the drilling, producing, rental, minimum royalty and
royalty requirements of Federal and State leases committed hereto

and the regulations in respect thereto to c¢onform said requirements
tc the provisions of this agreement, and without limiting the
generality of the foregoing, all leases, subleases, and contracts

are particularly modified in accordance with the following:

(a) The development and operation of lands subject to
this agreement under the terms hereof shall be deemed full per-
formance of all cobligations for development and opzration with
respect to each and every par: or separatsly owned Mract committed
to this agreement, regardless of whether there is any development
of any particular Tract or part thereof, notwithstanding anything
to the contrairy in any lease, nperating agreement, or other con-

tract by and between the parties hereto, or their respective pre-
decessors in interest, or any of them.

(b) Drilling and producing operations performed here-
under upon any tract will be accepted and deemed to be performed
upon and for the benefit of each and every Tract, and no lease

SN T SOV nt 0 SIS i i 1 AL A




shall be deemed to expire by reason of fallure to drill or produce
wells situated on the land therein embraced.

{(¢) Suspension of drilling or producing operations on
the Unit Area pursuant to direction or consent ot the Commissioner
and the Supervisor shall be deemed to constitute such suspension
pursuant to such direction or consent as to each and every Tract.

(d) Each lease, sublease, or contract relating to
the exploration, drilling, development or operation for Unitized
Substances, which by its terms might expire prior to the termina-
tion of this agreement, is hereby extended beyond any such term so
provided therein so that it shall be continued in full force and
effect for and during the term of this agreement, as to the land
committed so long as such lease remains subject hereto.

(e) Any Federal lease for a fixed term of twenty (20)
years or any renewal thereof or any part of such lcase which is
made subject to this agreemenrt shall continue in force beyond the
term provided therein until the termination hereof. Any other
Federal lease committed hereto shall continue in force beyond the
term so provided therein or by law as to the committed land so long
as such land remains committed herete, or in the event actual drill-
ing operations are commenced on unitized land, in accordance with
the provisions of this agreement, prior to the end of the primary
term of such lease and are being diligently prosecuted at that
time, such lease shall be extended for two (2) years and so long
thereafter as 0il or gas is produced in paying quantities in ac-
cordagc§ with the provisions of the Mineral Leasing Act (Revision
of 1960).

{f) ALy lease embracing lands of the State of New
Mexico which is made subject tc this agreement shall continue in
force beyond the term provided therein as to the lands committed
hereto until the termination hereof.

{g) Any lease embracing lands of the State of New
Mexico having only & portion of its lands committed hereto shall
be segregated as to the portion committed and as to the portion
not committed and the terms of such lease shall apply separately
as to such segregated poriions commencing as of the effective date
hereof. Notwithstanding any of the provisions of this agreement
to the contrary, any lease embracing lands of the State of New
Mexico having only a portion of its lands committed hereto shall
continue in full force and effect beyond the term providea therein
as tn all lands embraced in such lease (whether within or without
the Unit Area), if oil or gas are discovered and are capable of
being produced in paying quantities from some part of the lands
embraced in such lease committed to this agreement at the expiration
of the secondary term of such lease; or if, at the expiration of the
secondary term, the lessee or the Unit Operator is then engaged in
tona fide drilling or reworking operations on some part of the lands 1
embraced therein, any such lease shall remain in full force and |
effect so long as such cperations are being diiigently prosecuted,
and if they result in the production of Unitized Substances, said
lease shall continue in full force and effect as to all of the lands
embraced therein, so long thereafter as Unitized Substances are
produced in paying quantities from any portion of said lands,

(h) The segregation of any Federal lease committed to
this agreement is governed by the following provision in the fourth
paragraph of Sec. 17(j) of the Mineral Leasing Act as amended by
the Act of September 2, 1960 (74 Stat. 781-784): "Any [Federal)
lease heretofore or hereafter committed to any such [unit] plan
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embracing lands that are in part within and in part outside of the
area covered by any such plan shall be segregated into separate
leases as to the lands committed and the lands not committed as of
the effective date of unitization; Provided; however, That any such
lease as to the nonunitized portion shall contlnue In force and ef-
fect for the term thereof but for not iess than two years from the
date of such segregation and so long thereafter as oil or gas is
produced in paying quantities."

23. COVENANTS RUN WITH LAND, The covenants herein shall be

conztrued to be covenants running with the land with respect to the
interests of the parties hereto and their successors in interest
until this agreement terminates, and any grant, transfer, or
conveyance of interest in land or leases subject hereto shall be

and hereby 1s conditioned upon the assumption of all privileges and
obligations nhereunder by the grantee, transferee, or other successor
in interest. No assignment or transfer of any Working Interest
subject herato shall ve binding npon Unit Operator until the first
day of the calendar month after Unif Operator is furnished with

the original, photostatic or certified copy of the instrument of
transfer; and no assignment or transfer or any Royalty Interest

shall be binding upon the Working Interest Owner responsible therefor
until the first day of the calendar month after said Working Interest
Owner is furnished with the original, photostatic or certified copy
of the instrument of transfer.

24, EFFECTIVE DATE AND TERM. This agreement shall become

pinding upon eacih party who executcs or ratifies it as of the date
of execution or ratification by such party and shall become
effective as of 7:00 o'clock A M. of the first day of the calendar
month next following:

(a) The execution or ratification of this agreement
and the Unit Operating Agrecement by Working Intcrest Owners owning
a combined Phase III Unit Participation of at least seventy-{ive
percent (75%). and the execution or ratification of this agreement
by Royalty Owners owning a combined interest of at least sixty-five
percent (65%) of the Royalty Interest in the Unit Area, calculated
on the basis of Phase III Tract Participations; and

(b} The approval of this agreement by the Commissioner
and the Commission; and

(¢) The filing of at least one counterpart of this
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agreement for record in the office of the County Clerk of Lea County,
New Mexico, by the Unit Operator.

t 1f (a)

e

> {5} and {c) above are no
on or before January 1, 1967, this agreement shall ipso facto expire
on said date (hereinafter called "expiration date") and thereafter be
of no further force or effect, unless prior thereto this agreement
has been executed or ratified by Working Interest Owners owning a
ccmbined Phase III Unit Participation of at least seventy-five
percent (75%) and that Working Interest Owners owning at least eighty
percent (80%) of the combined Phase III Unit Participation committed
to this agreement have decided to extend said expiration date feor a
period not to exceed one year (hereinafter called "extended
expiration date"). If said expiration date is so extended and (a),
(b) and (c¢) are not accomplished on or before said extended
expiration date, this agreement shall ipso facto expire on szaid
extended expiration date and thereafter be of no further force and
effect.

Unit Operator shall, within 30 days affter the effective
date of this agreement, file for record in the office where a counter-
part of this agreement is recorded, a certificate to the effect tha*
this agreement has become effective according to its terms and
stating further the effective date.

T™e torm of this agresment shall bhe for and during the
time that Unitized Substances are produced in paying quantities from
the Unit Area and so long thereafter as drilling, reworking or other
operations {including secondary recovecry cperations) are prosecuted
thereon without cessation of more than 90 consecutive days and so long
thereafter as Unitized Substances can be produced as afcresaid, unless
sooner terminated by Working Interest Owners irn the manner herein-
after provided.

This agreement may be terminated at any time with the
approval of the Commiscioner by Working Interest Owners owning

seventy-five percvent (75%) of Phase 111 Unit Participation.
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Upon termination of this agreement, the further develop-
ment and operation of' the Unit Area as a Unit shall be abandoned,
Unit Operations shall cease, and thereafter the parties hereto shall
be governed by the terms and provisions of the leases and contracts
affecting the separate tracts just as if this agreement had never
been entered into,

If not otherwise covered by the leases unitized under
this agreement, Royalty Owners hereby grant Working Interest Owners
a period of six (6) months after termination of this agreement in
which to salvage, sell, distribute or otherwise dispose of the
personal property and facilities used in connection with Unit

Operations.

25. NONDISCRIMINATION. In connection with the performance

of work under this agreement, Unit Operator agrees to comply with
all of the provisions of Section 202 (1) to {7) inclusive, of
Executive Order 11246 (30 F.R. 12319), which are incorporated by
reference in this agreement.

26. APPEARANCES. Unit Operator, after notice to other

parties affected shall have the right to appear for or on behalf
of any and all interests affected hereby bvefore the Commissioner,
the Department and the Commission, and to appeal from any order
issued under the rules and regulations of the Commissioner, the
lepaviment, or tihe Commission, o 0 appiy for reliefd from any

of said rules and regulations or in any proceedings relative to
operations before the Commissicner, the Department, or the
Commission, or any other legally constituted authority; provided,
nowever, that any other interesied party shall also have the right
at his or its own expense to be heard in any such proceedings.

27. NOTICES. All nobvices, demands, objecticns or statements
required hereunder to be given or rendered to the parties hereto
shall be deemed fully given if made in writing and personally
delivered to the party or parties or sent by postpaid certified mail

addressed to such party or parties at thelr respective addresses




set forth in connhection 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.

28. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement

contained shall be construed as a waliver by any party hereto of the
right to assert any legal or constitutional right or defense as to
the validity or invalidity of any law of the State of New Mexico
or the United States, or rules or regulations issued thereunder in
any way affecting such party, or as a waiver by any such party of
any right beyond his or its authority to waive; provided, however,
that each party hereto covenants that during the existence of this
agreement such party will not resort to any action at law or in

equity to partition the Unit Area or the facilities used in the

development or operation thereof and to that extent waives the
penefits of all laws authorizing such partition.
29. UNAVOIDABLE DELAY. Ail obligations under this agreement

requiring the Unit Operator to commence or continue drilling or to

ok sisf

operate on or to produce Unitized Substances from any of the lands

A A

subject to this agreement shall be suspended while, but only so long
as, the Unit Operator, despite the exercise of due care and diligence,

is prevented from complying with such obligations, in whole or in

] U

part, by strikes, acts of God, Federal, State or municipai iaw or
agencies, unavoidable accidents, uncontrollable delays in
transportation, inability to obtaln necessary materials in open
market, or other matters beyond the reasonable control of the Unit
Operator whether similur to matters herein enumerated or not,

30. LOSS OF TITLE. 1If any Tract ceases to have sufficient

Working Interest or Royalty Interest committed to this agreement to
meet the conditions of Section 15 because of failure of title of any
party hereto, such Tract shall be regarded as not committed hereto as

of 7:00 A.M. on the first day of the calerndar month in which such
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failure of title is finally determined; provided, however, that no
such Tract shall be so regarded if same can be requalified under
said Section 15 within 90 days after the date on which such title
failure was finally determined. If any such Tract cannot be so

requalified, Unit Operator shall recompute the Tract Participation

of each Tract remaining subject to this agreement so that such Tract
Participation shall remain in the same ratio one to another., There-
after, Unlt Operator shall revise Exhibits A and B conformably with
such recomputatidh. Each such revised Exhibit shall be effective

at 7:00 A.M. on the first day of the calendar month in which such
failure of title 1is finally determined.

If title to a Working Interest fails, the rights and
obligations of-working Interest Owners by reason of such failure
shall be governed by the Unit Operating Agreement. If title to a
Royalty Interest fails, but the tract to which it relates remains
committed to this agreement, the Royalty Owner whose title feilled
shall not be entitled to participate hersunder insofar as its
participation is based on such lost Royalty Interest.

In the event of a dispute as to the title to any Working

or Royalty Interest, or other interest subjJect hereto, payment or
delivery on account thereof may be withheld without 1iability or
interest until the dispute is finally settled; provided, that as
to State or Federal land or leases, no payment of funds due the
State of New Mexico or the United States of America shall be with-
held, but such funds shall be deposited as directed by the
Commissioner or the Supervisor, as the case may be, to be held as
unearned moncy pending final settlement of the title dispute and
then applied as earned or returned in accordance with such final
settlement.

Unit Operator, as such, is relleved {rom any responsibllity
for any defect or failure of title hereunder,

31. NONJOINDER AND SUBSEQUENT JOINDER. Any oil or gas
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interest within the Unit Area not committed herecto prior to the
elfective date of this agreement may thereafter be committed, upon
compliance with the spplicable provisions of this Section 31 and of
Section 15 (TRACTS QUALIFIED FOR PARTICIPATION) by the owner or
owners thereof suoscribing or consenting to this agreement and, if
such uncommitted interest is a working interest, by the owner of %
such interest also subscribing to the Unit Operating Agreement.

Such right of joinder subsequent to the effective date
hereof shall be subject to such requirements or approvals and shall
be upon such terms and conditions as may be agreed to by at least
seventy percent (T70%) of the then Voting Interests of the Working
Interest Owners, and approval by the Commissioner, with appropriate
revisions of Exhibits A and B, effective as of 7:00 A.M. on the
first day of the calendar month next following such agreement by the
Working Interest Owners.

After the effective date of this agreement, joinder by
a non-working interest owner must be consented to in writing by the
Working Interest Owners committed hereto and responsible for the
payment of any benefits which may accrue hereunder in behalfl of
such non-working interest.

32. COUNTERPARTS. This agreement may be executed in any

number of counterparts, no one of which needs to be executed by all
or it may he ratified or consented fto hy separate instéument
in writing specifically referring hereto and shall be binding upon all
those parties who have executed such a counterpart, ratification, or
consent hereto with the same force and effect as if all such parties
had signed the same document and regardliess of whethcr or not it is
executed by all other parties owning or claiming an interest in the
lands within the above described Unit Area.

33. JOINDER IN DUAL CAPACITY. Execution as hereln piovided

by any party either as a Working Interest Owner or as a Royalty
Owner shall commit all interests that may be cwned or controlled by

such party.
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34. 2§§§§; The Working Interest Owners shall render and pay
or cause to be rendered and paid for their account and the account of
the Royaity Owners all valid taxes on or measured by the Unitized
Substances in and under or that may be produced, gathered and sold from
the land subject to this agreement after the effective date of this
agreement, or upon the prcceeds or net proceeds derived therefrom.

The Working Interest Owners in each Tract may charge the proper
proportion of said taxes to the Royalty Owners having interests in
said Tract, and may currently retain and deduct sufficient of the
Unitized Substances or derivative products, or net proceeds thereof,
from the allocated share of each Royalty Owner to secure reimbursement
for the taxes so paid. No such taxes shall be charged to the United
States or the State of New Mexico or to any lessor who has a contract

with his lessee which requires the lessee to pay such taxes.

In order to &avoid title failures which might incidentally
cause the title to a Worklng Interest or Royalty Interest to fail,
the owners of (1) the surface rights to each committed Tract, (2)
severed mineral or royalty interest in said Tracts and (3) improve-
ments located in sald Tracts not utilized for Unit operations shall
individually be responsible for the rendition and assessment, for ad
valorem tax purposes, of all such property, and for the payment of
such taxes, except as otherwise provided in any contract or agree-
ment between such owners énd a Working Interest Owner or Owners.
If any ad valorem taxes are not pald by such owner responsible
therefor when due, Unit Operator may, at any time prior to tax sale,
pay the same, redeem such property and discharge such tax llens as
may arise through non-payment. In the event Unit Operator makes any
such payment or redeems any such property from tax sale, Unit Operator
shall be reimbursed therefor by the Working Interest Owners in pro-
nortion to their respective Unit Participations then in effect, and
Unit Operator shall withhold from any procecds derived from the sale

of Unitized Substances otherwise due Lo sald delinquent taxpayer or




taxpayers an amount sufficient to defray the costs of such payment or
redemption, such withholding to be distributed among the Working
Interest Owners in propuirtion to their respective contributions
toward such payment or redemption. Such withholding shall be without
prejudice to any other remedy, either af law or in equity, which may
be available for exercise by the Unit Operator or by the Working |

Interest COwners.

35. CONFLICT OF SUPERVISION. Neither the Unit Operator nor

the wOrking Interest Owners, nor any of them, shall be subject to

ary forfeiture, termination or expiration of any rights hereunder

or under any leases or contracts subject hereto, or to any penalty

or liability on account of delay or failure in whole or in part to
comply with any applicable provisions thereof, to the extent that

the said Unit Operator or the Working Interest Owners, or any of them,
are hindered, delayed or prevented from complying the;ewith by reason
of failure of the Unit Operator to cbtain, in the exercise of due
diligence, the concurrence of proper representatives of the United
States and proper representatives of the State of New Mexico in and
about any matters or things concerning which it is required herein
that such concurrence be obtained. The parties hereto, including

the Commission, agree that all powers and authority vested in the
Commission in and-by any provisions of this agreement are vested in
the Commission and shall be exercised by it pursuant to the pro-
visions of the laws of the State of New Mexico and subject in aﬁy
case to appeal or Jjudicial review as may now or hereafter be pro-

vided by the laws of the State of New Mexico.

36. NO PARTNERSHIP. It is expressly agreed that the relation

of the parties hereto is that of independent contracfors and nothing
in this agreement contained, express or implied, or any operations ,
conduzted hereurder, shall create or be deemed to have created a

partnership or association between the parties hereto or any of them.

37. BORDER AGREEMENTS., Subject to the approval of the Com-

missioner, and with the concurrence of Working Interest Owners owning




at least seventy percent (70%) Phase III Unit Participation, Unit
Operator may enter into a border-protection agreement or agreements
with the working interest owners of lands adjacent to the committed
Tracts with respect to the operations in the border area for the
maximum ultimate recovery, conservation purposes and proper pro-
tection of the parties ard interests.

IN WITNESS WHEREOF, the parties hereto have éauaed this
agreement to be executed as of the date first above written and
have set opposite their respective names the date of execution

and the address of each of the respective executing parties.

ATTEST: SKELLY OIL COMPANY
By
Assistant Secretary Vice Presiqent
Date of Signature: Appvd.
Form

P. 0. Box 1650
Tulsa, Oklahoma 74102

STATF. OF OKLAHOMA
' SS
COUNTY OF TULSA

The foregolng instrument was acknowledged bpefore me this

day of s, 1966, by s

Vice President of SKELLY (1L COMPANY, a Delaware corporation, on
behalf of said corporation.

My Commission explres: Notary Public
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SCHEDULE SHOWING TRACT PARTICIPATIONS AND PERCENTAGE AND KIND OF OWNERSHIP
OF ALL LANDS WITHIN THE LOVINGTON PADDOCK UNIT

16 17 S 36 AND 37 EAST, LEA COUNTY, NEW MEXICO

L
i
[
[
[

SERIAL NO. & BASIC OVERRIDING WORKING PERCENTAGE
TRACT NO. OF DiTE OF LEASE ROYALTY & LESSEE ROYALTY & INTEREST & TRACT PARTICIPATION .
M0, DESCRIFTION ACRES OR APPLICATION PERCENTAGE OF RECORD PERCENTAGE PERCENTAGE PHASE 1 PHASE 1Y PHASE 11X
FEDERAL LANDS
[ T16 7E
1 Sec. 31; 49.68 LC 058418 United States Skelly 0:1 None Skelly 0il 0.45689 0.33838 1.87751
Lot 2 12-31-38 Geological Company Company
H.B.P. Survey 1007
Sliding
Scale

49,68 Acres or 1.49% of Unit Area
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TRACT

NO. OF

DESCRIPTION  ACRES

T16S-R3I6E
Sec. 25; 80

N/2 SE/4

T168-RI7E
Sec. 30; 50.03
Lot 3

T168-R3I6E
Sec. 25; 120

SW/4 SE/4,
$/2 sw/4

ﬂnamnmman
Sec. 25; 40

SE/4 SE/4

T168-RIGE
Sec. 35: 40
NE/4 NE/4

T168-RIGE

Sec. 36; 240
i\’b

E/2 SW/4

T168-R36E
Sec. 36; 80
N/2 NE/4

SERIAL NO. &
DATE OF 1.EASE

OR_APPLICATION

B-1527
12-21-32
H.B.P.

B-1679-1
1-10-48
H.B.P.

B-7893
12-10-38
H.B.P.

B-9077-2
4~10-41
:0“‘ w.

E-2936
9-10-49
H.B.P.

B~7766-2
B-7766-5
9-10-38
H.B.P.

B-2411
1-11-34
H.B.P.

BASIC

ROYALTY & LESSEE
PERCENTAGE OF RECORD
STATE LANDS
State of New Mobil 01l
Mexico Corporation
12.50

State of New
Mexico
12.50

State of New
Mexico
12.50

State of New
Mexico
12.50

State of New
Mexico
12,50

State of New
Mexico
12.50

State of New
Mexico
12.50

Tenneco 0il
Company

Skelily 0il
Company

Skelly 0il
Company

Skelly 0il
Company

Skelly 0il
Company

Skelly 011
Company

OVEREIDING
ROYALTY &
PERCENTAGE

e ——

Nor e

None

None

None

None

None

None

WORKING
INTEREST &
PERCENTAGE

Mobil Oil
Corporation
100%

Tenneco 0il
Cumpany
100%

Skelily 01l
Company
100%

Skelly 0il
Company
1007

- Skelly 0il

Company
1007

Skelly 0il
Company
100%

Skelly 0il
Company
100%

PERCENTAGE
TRACT PARTICIPATION

PHASE 1 PHASE 11 PHASE 111
0.76141 0.58128 0.96198
1.23293 1.23049 G.76597
2.17263 1.96836 1.96082
0.8721« 0.82754 1.55322
0.87214 0.82754 0.76569
7.04374 6.08460 9.09402
1.39130 1.17572 2.30458




SERIAL NO. & BASIC OVERRIDING WORKING PERCENTAGE
TRACT NO. OF DATE OF LEASE ROYALTY & LESSEE ROYALTY & INTEREST & TRACT PARTICIPATION
NO. DESCRIPTION ACRES  OR APPLICATION  PERCENTAGE OF_RECORD PERCENTAGE PERCENTACE. PRASE 1  PHASE I1  PHASE I1II
TL6S-RI6E
- 9 Sec, 36; 80 B-2894 State of New Mobil 0Oil None Mobil 0il 1.75777 1.34706 2.92051
s/2 m/4 5-10-34 Mexico Corporaticn Corporation
H.B.P, 12,50 100%
T168-R368
10 Sec. 35; 80 E-1678-1 State of New Cities Service None Cities Service 1.52451 1.16893 0.90711
SB/4 ME/4, 1-10-48 Mexico 011 Compan: 011 Company
NR/4 8SE/4 H.B.P. 12.50 1007
I165-RI6E
11 Sec. 36; 80 B-7766-8 State of New Skelly 01l None Cities Service 0.80638 0.61832 1.89404
w/2 sw/e 9-10-38 Mexico Company 0il Company
H.B.P. 12.50 100%
T163-R36X
12 Sec. 35; 40 B~9686 State of New Phillips None Phillips 0.57694 0.50C0C 0.71762
SW/4 SE/4 6-10-42 Mexico Petroleum Petroleum
H.B.P. 12.50 Company Company
100%
I168-RI6R
13 Sec. 335; 40 B-7316 State of New Skelly 01l None Skelly 01l 1.60575 1.61064 1.59166
SB/4 SR/4 11-10-37 Mexico Company Company
H.B.P. 12.50 100%
J168-RISK .
14 Sec. 36; 80 . B=1845 State of Hew Tidewater None Tidewater 1.30271 0.68290 2.85038
N/2 SE/4 11-10-38 Mexico 011 Company 0il Company
H.B.P. 12.50 1007
TA6S-RI6K
15 Sec. 36; 80 B-7845 State of New Skelly 0il None Skelly 0il 3.48486 3.12931 3.88071
S/2 se/4 11-10-38 Mexico Company Company

H.B.P. 12.50 100%




«

1
|
I
I
|
|
|
|
|

|
|

f

1

1

17

18

19

20

21

no. or

I6R-RIE
Sec. 31; 379

su/4,

w/2 uR/4,
SB/A W/ 4,
Lots 3 and 4

J168-RI7E
Sec. 31; 80

E/2 8W/4

T175-R36R
Sec. 1;

Lots 3 and 4,
8/2 W/4
Sec. 2;

lot 1

198.99

I179-RI6%
Sec. 1;

Lots 1 and 2,
8/2 /4,
W/

319.80

Sec. 1; 160
n/2 s»/4

u\» sR/4

Sec. 1; 40
sW/6 Sh A

SERIAL NO. &
DATE OF LRASE

[RRpppen . T YTRECRre Y Lt DY L RN 1 S N N W G P21

BASIC
ROYALTY &

QR APPLICATION  PERCENTAGE

B-7896
12-10-38
R.B.P.

B-1505
12-20-32
H.B.P.

B-1553
12-27-32
H.B.P.

B-2359-1
1-23-34
H.B.P.

B-3009
6-11-34
H.B.P.

B-1553
12-.27-32
z.u.‘.

State of New
Mexico
12.50

State of New
Mexico
12.50

State of New
Mexico
12.50

State of New
Mexico
12.50

State of New
Mexico
12.59

State of New
Mexico
12.50

y

LESSEE
P _RECORD

Skelly Oil
Company

Sinclaix 0Oil
& Gas Company

Pan American
Petroleum
Corxrporation

Amerada
Petroleunm
Corporation

Mobil Qil
Corporation

Pan American
Petroleunm
Corporation

A AR ARG e e R

OVERRIDING
ROYALTY &
E )

None

Hone

None

None

None

None

WORKING
INTEREST &

PERCENTAGE

TRACT PARTICIPATION

PERCENTAGE PHASE 1

PHASE 13

PBASE 111

Skelly 01l 10.82507

Company
100%

inclair 011l 0.54826
& Gas Ccmpany

1007

Lee Drisling 9.34029
Company
50%
Pan American
Petroleum
Corporation
50%

Amerada 9.15222
Petroleum
Corporation

100%

Mobil 01l
Corporation
1007

3.51138

Pan American 0.,00000
Petroleum
Corporation

1067

10.77612

0.37059

9.75083

8.33001

3.51850

0.00000

12.42844

1.16908

7.26165

9.07154

2.57405

€.52906

lIlll--Ilnu-llll-Il-lll---I----------I--------l
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SERIAL MO. & BASIC OVERRIDING WORKING PERCENTAGE |
TRACT wo. OF DATE OF LEASE ROYALTY & LESSEE ROYALTY & INTEREST & TRACT PARTICIPATTION
| = worne G @oRGonN  PECEHWAGE  oF REORY  PERGEVIAGE  PERCENTAGE  PEASEX EHASE Tl PWASE TII %
A TAIE-RI6K
*— - 22 Sec. 1; 40 B-1553 State of New Pan American Pan Americar William D. 0.96666 1.07716 0.56792
sx/4 sg/4 12-27-32 Maxico Petroleun Petroleum McBee
_ H.B.P, 12,50 GCorporation Corporation 50%
3 — 8.20312 Howard P.
) (1)Henry Sweeney Holmes
; 2.73438 50%
23 Sec. 12; 40 £-388 State of Naw Cities Service Nomne Cities Service 0.70132 0.55987 0.67936
nR/4 Wi/ 4 6-11~45 Mexico 011 Company 0il Company
] H H.B.P. 12.50 1007%
3 24 Sec. 12; 120 B~1429-5 State of New W. D. McBee None William D. 10.63583 14.09519 7.47157
1 —“ N/2 ug/4, 12-5-32 Mexico McBee
sW/4 XE/4 H.B.P. 12.50 100%
—. J173-RIGE
| 25 Sec. 12; 80 B-1429-~4 State of New Amerada None Amerada 3.12552 3.665562 2.43106
ﬁm SK/4 Wi/ 4, 12-5-32 Maxico Petroleum Fetroleum
8R/4 ME/4 H.B.P. 12.50 Corporation Coxporation
1007
m Note (1) Override becomes operative when lesse production reaches 15 BOPD based on monthly production.

2587.82 Acres or 77.847, of Unit Area

——

1
|
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NO. OF
DESCRIPTION  ACRES

T168-RIJE
Sec. 30;
Lot 4,
SE/4 SW/4
Sec., 31;
Lot 1,
NE/4 NW/4

179.71

SERIAL NO, &
DATE OF LEASE

OR_APPLICATION

Various
11-17-43 to
1-7-53
H.B.P.

BASIC
ROYALTY &

PERCENTAGE

LESSEE
OF_RECO

FEE DS

R. G. Anderson
0,23149
Constance E.
Byers
0.02174
Mary Louise
Carason
0.62500
Glenn B.
Chadwick
0.08695
George H.
Costes
0.52083
Pan Amerxican
Petroleum
Corporation
1.04167
C. 0. Drew
0.69445
Felmont 0il
Corporation
1,84028
Carey Mason
Graham
0.62500
John D. Graham
0.62500
Ruth E. Graham
0.62500
Pilworth S, Hager
0.69445
Richard F. Hare
0.52083
Home-Stake Royalty
Corporation
0.21737

The Texas
Company

PERCENTAGE
TRACT PARTICIPATION

PHASE 111

OVERRIDING WORKING
ROYALTY & INTEREST &
PERCENTAGE PERCENTAGE PHASE I
Roswell Texaco Inc. 5.09093
Securitie: 52.35756
Company Sohio Petroleum
2,58257 Company
Harriett P. 11.11111
Savage George H.
1.2913¢ Coates
Elizabeth 2.77778
Dibrell Tidewater Oil
0.64564 Company
Kaercher 1.51615
Company Sinclair Cil
0.64564 & Gas Company
0.45192
Late 8il Cowmpany
13. 04019
Margaret S, Mallard
3.05630
Charles K. S3train
3.05630
Clara M. Strain
6.11259
J. N. Dunlavey
6.52010




SERIAL NO. & BASIC OVERRIVING
TRACT NO. OF DATE OF LEASE ROYALTY & LESSEE ROYALTY &

WORKING
INTERESY &
PERCENTAGE

NO. D ON  ACRES  OR APPLICATION  PERCENTAGE OF RECORD  PERCENTAGE

26, CONTINUED
Jeb 0il Company

1.38889
Petroleum Corporation
of Texas

0.52000
Edna Pryor

0.62500
Sohio Petroleum
Corporation

1.38888
Kirke C. Veeder

0.02174
R. W, Viersen
Estate

0.46297
J. R. Woods

0.03472
Lydian H. Woods

0.03472

T178-R37K
27 Sec. 6; 74.66 4-28-38 Anerada Skelly 01l None

Lots & and 5 H.B.P. Petroleum Company

Corporation
2,34375

R. §. Anderson
0.39063

J. M. Armstrong
0.48828

Thula M. Caylor,

Executrix of Estate

of C. 8. Caylor
0.78125

Walter B. Collins
0.35962

J. E. Green
0.19531

Charles J. Hoffman
0.19531

Sunray DX
011 Company
1007

PERCENTAGE

TRACT PARTICIPATION

PHASE 1

PHASE TI1

PHASE X1

4.22570

4,15722

2.45540




- SERIAL NO. & BASIC OVERRIDING WORKING PERCENTAGE
: - TRACT NO. OF DATE OF LEASE ROYALTY & LESSEE ROYALTY & INTEREST % TRACT PARTICIPATION

NO. DESCRIPTION ACRES OR_APPLICATION PERCENTAGE OF RECORD PERCENTAGE PERCENTAGE PHASE I ZHASE 11X PHASE 111

27, CONTINUED
Sarah A. Link,
Executrix U/W
of L. C. Link
0.39063
June D. Speight
0.78125
Roger B. Owings
0.19531
- Skelly 0il Company
2.34375
i Southland Royalty
| . Company
2.73438
William K. Warren
Foundation
- , 0.19531
Ralph E. Wertz, Jr.,
and Royal F. Wertz,
- Co-Trustees of Trust
Created U/W of Cora
[ Cox Wertz
0.58594
W. A. Yeager
0.48828

N T178-R37E
28 Sec. 6; 80.12 4-28-38 Amerada Skelly 011 None Ashland 0il 1.20248 0.97520 2.07761
Lot 3, H.B.P. Petroleum Company & Refining
SE/4 NW/ 4 Corporation Company
2.34375 1007
R. 8. Anderson
0.39063
J. M. Armstrong
0.48825
Thula M. Caylor,
Executrix 5f Estate
of C. 8. Caylov
0.78125
Walter B. Collins
0.39062




SERIAL NO. &
TRACT NO. OF DATE OF LEASE
) NO. DESCRIPTION ACKES QR APPLICATION

28, CONTINUED

T178-R37E ,_
29 Sec. 6; 160.48 8-14-61

Lots 1 and 2, H.B.P.

8/2 NB/4

1!
|
|
l
|
[
|
L
L
l
L

1
i

L

BASIC
ROYALTY & LESSEE
PERCENTAGE OF RECORD

J. E. Green
0.19525
Charles J. Hoffman
0.19537
Sarah 4. Link,
Executrix U/W of
L. C. Link
0.39063
June D, Speight
0.78125
Roger B. Owings
0,19525
Skelly 011 Company
2.34375
Southland Royalty
Company
2,73438
William K. Warren
Foundation
0.19537
Royal F. Wertz and
Ralph E. Vertz, Jr.,
Co-Trustees U/W
of Cora Cox Wertz
0.58600
W. A. Yeager
0.48825

Amerada Skelly 01l

Petroleum Company
Corporation

2.34375
J. M, Armstrong

0.48828
Thula M. Caylor,
Executrix of Estate
of C. §. Caylor

0.78125

e

OVERRIDING WORKING PERCENTAGE
ROYALTY & INTEREST & TRACT PARTICIPATION
PERCENTAGE PERCENTAGE PHASE I PHASE II PHASE IIIX

None

.

Skelly 0il 5.12470 4.77586 5.91399

Company
1007




e Bt

TRACT NO. OF
NO.  DESCRIPTION  AGRES
29, CONTINURD

78-R37E
30 Sec. 6; 37.35
Lot 6

SKRIAL NO. &
DATE OF LEASE

OR _APPLICATION

9-29-38
H.B.P.

» ) . - L e v AR

BASIC OVERRIDING
ROYALTY & LESSEE ROYALTY &
PERCENTAGE OF RECORD PERCENTAG)

June D. Speight
0.78125
Sarah A. Link,
Executrix U/W of
L. C. Link
0.39063
Roger B. Owings
0.19531
Skelly 0il Company
2,34375
Southland Royalty
Company
2.73438
Royal F, Wertz and
Ralph E. Wertz, Jr.,
Co-Trustees U/W
of Cora Cox Wertz
0.58594
W. A. Yeager
0.48828
Charles J. Hoffman
0.19531
Walter B. Collins
0.39063
R. 8. Anderson
0.39062
J. E. Green
0.19531
William K, Warren
Foundation
0.19531

Mary Elizabeth Pan American None

Caylor Petroleum
4.72890 Corporation
Howard Chamlee
0.59565

WORKING
INTEREST &
PERCENTAGE

Amerada

Petroleum

Corporaticn
50%

PERCENTAGE
TRACT PARTICIPATION
PHASE 1 PHASE I1 PHASE III
1.37618 1.31503 1.07235




——————

TRACT
NO.  DESCRIPTION

30, CONTINUED

18-R3I7E
31 Sec. 6;
Lot 7,
Sw/4 Sw/4

INIS-RITE
32 Sec. 6;
W/4 SE/4

SERIAL NO. &
NO. OF DATE OF LEASE

ACRES QR APPLICATION

9=24-46
H.B.P,

77.39

BASIC
ROYALTY & LESSEE
PERCENTAGE OF RECORD

First National

Bank of Midland,

Trustee for Trust 204
1.35015

J. 8. Noland
1.35015

Gkelly 0il Company
0.78125

June D. Speight
2.34375

Deen Williams
1.35015

Mary Elizabeth
Caylor
4.72890
Howard Chamlee
0.59565
FPirst National
Bank of Midland,
Trustee for Trust 204
1.35015
J. 8. Noland
1.35015
Skelly 011 Company
0.78125
June D. S8peight
2.34375
Deen Williams
1.35015

Skelly Oil
Company

Tidewater
011 Cowmpany

Katherine M.
Alston
0.12188
lee Carter
0.39062
Effie Carter
0.32063

OVERRIDING
ROYALTY &

PERCENTAGE

None

P. E. Chartier

0.17090

PERCENTAGE

WORKING
INTEREST &

PERCENTAGE

TRACT PARTICIPATION

PHASE I

PHASE 11

PHASE 111

Pan American

Petroleum

Corporation
50%

Skelly 01l 2.64021
Company
44.08118
June D. Speight
18.7500C
Philli{ps Petroleum
Company
37.16882

Tidevater 1.69399
011 Company
47.75479
Skelly 0Oil
Company
42.08895

2.68761

2.14871

1.97499

1.14047




NO. OF

SERIAL NO. &
DATE OF LEASE

BASIC OVE.RIDING
ROYALTY & LESSEE ROYALTY &

ACRES QR APPLICATION  PERCENTAGE OF RECOKD PERCENTAGE

Powhatan Carter, Jr.
0.19531
Anderson Carter
0.19531
Cecilia Caylor
0.52083
F. E. Chartier and
Peggy Chartierx
0.39062
M. W. Coll and
Lillisan H. Coll
0.78125
Gordon M. Cone
0.29297
Clara A. Elkna, Executrix
of Estate of Seth Alston,
Decesased
0,12187
A. N. Ktz and Bonnie
R. Ety
0.39062
George Etz and Olivia
W. Btz
0.39062
Mrs. Ada Hinton
0.19533
J. R, Hinton
0.19333
8. P. Johnson, Jr.,
Trustee U/W of S. P. Johnson,
Deceased
1.17187
Coy S. Lowe
0.97657
Mary Ruth McCrory
and W. T. Reed,
Executors of J. L. Reed
Estate
0.78125

WORKING PERCENTAGL
INTEREST & TRACT PARTICIPATION
PERCENTAGE PHASE I PHASE II PHASE IT1IX
Coy S. Lowe

7.81250
Gordon M. Ccne

2.34375




r

1
L

l
|
L
L
1

TRACT NO. OF
NO. DESCRIPTION  ACRES _
32, CONTINUED
T178-R37E
33 Sec. 7; 37.42
Lot 1

SERIAL NO. &
DATE OF LEASE

OR_APPLICATION

6-~4~48
H.B.P.

BASIC
ROYALTY & LESSEE
PERCENTAGE OF RECORD

Rachel C. Moore
0.52083

0. T. Nolan and

Mary Caylor Nolan
0.52083

H. Dillard 3chenck and

L. Kirby Schenck
0.29297

Skelly 011 Company
3.12560

Grace Tyler Wright
0.39062

Bess Yearwood
0.14687

Ashland 0il
& Refining
Company
1.56250
C. M. Selby
10.93750

Phillips
Petroleum

Company

PERCENTAGE
TRACT PARTICIPATION
PHASE I  PHASE II  PHASE III

WORKING

OVERRIDING
ROYALTY &
PERCENTAGE

INTEREST &
PERCENTAGE

None Phillips 3.84646 5.19747 2.38646
Petroleum
Coupany
87.50000
Tidewater Oil
Compauny

12, 50000

687.13 Acres or 20.67% of !Jnit Area

LOVINGTON PADDOCK UNIT AREA TOTAL

1 Federal Tract 49,68 Acres 1.49%
24 3tate Tracts 2587.82 Acres 77.84%
8 Fee Tracts 687.13 Acres 20.67%
33 Tracts 32324.63 Acres 100.00%




L LGation Of SKELLY
for a waterflood project, Lea
T County, New Mexico.




