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BEFOLE THE OIL CONSERVATION COMMISSION
OF THE STATLE OF NEW MEXICO

-+ IN THE MATTER OF 'THE MEARING

| CALLED BY THE OIL CONSERVATION
' COMMISSION OF NEW MEXICO FOR
THE PURPOSi: OF CONSIDERING:

CASE NO. 4840
Oxrdexr No, R-4417

APPLICATION OF CONTINENTAL OIL

COMPANY FOR A WATERFLOOD PROJECT,
LEA COUNTY, WNEW MEXICO.

ORDER OF THEL COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on October 4, 1972,
at Santa Fe, lew lMexico, before Exanmlner Elvis A. Utsz.

NOW, on this__10th_ day of October, 1972, the Commission,
a quorum being present, having considered the testimony, the
record, and the recormmendatlons of the Exaniner,,and being
fully advised in the premises,

FINLS:

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

(2) That the applicant, Continental 0il Company, seeks
authority to institute a waterflood project in the Langlie
Lynn (Queen) Unit Area, Langlie-Mattix Pool, by the injection
of water into the Seven Rivers and Queen formations through
nine injection wells in Sections 22, 23, 26 and 27, Township 23
South, Range 36 Rast, NMPHM, 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 "strippex"
wells. .

(4) That the proposed waterflood project should result
in the recovery of otherwise unrecoverable oil, thereby pre-
venting waste.

(5) That the subject application should be approved and
the project should be governcd by the provisions of Rules 701,
702, and 703 of the Commission Rules and Regulations.
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Case Yo,
Ordaer o,

4840
4417

it 1o 1
(%) That the applicant, Continental 0il Company, ig hereby
authorized to institute a waterflood project in the Langlic Lynn
(Queen) Unit Area, Langlie-Hattix Pool, by the injection of
water into the Seven Rivers and Quecn formwations thwough the
following~described wells in Township 23 South, Range 36 East,

iERLE

FORL ORDERED:

NMPM, Lea County, dew Mexico:
Vell ilame Unit Section

Shell 011 Company State "JK" Well
No. 4 0 22 i
Gackle 0il Company Sinclair “A" ;
. State Well No. 7 0 23 ‘ :
Gackle 0il Company Sinclair "A™ {
State Well No. 3 L 23 !
Continental 0il Company Lynn B-1 |
Well MNo. 15 L 26 :
Continental 0il Company Lynn B--1 !
Well No. 12 G 26 - i
Continental 0il Company Lynn B-1l :
Well Ho. 11 K 26
Continental 0il Company Lynn B-1 i
Jell No. 10 v E 26 :
Continental 01l Company Lynn B-1l !
VWell No. 9 _ B 26 ;
Continental 0il Company Lynn B-J. )
Well No. 8 A 27 !
i

(2) That the subject waterflood project is hereby desig-

nated the Continental Langlie Lynn Waterflood Project and shall :
be governed by the provisions of Rules 701, 702, and 703 of the 3
Commission Rules and Regulations.

{3) That monthiy progress reports of the waterflood
project herein authorized shall be submitted to the Commission
in accordance with Rules 704 and 1120 of the Commission Rules

and Regulations.

(4) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year heréin-
above da,ignated.

STATE OF NEW MEXICO :
c CONSERVATION COM&IQSION
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boeket No, 27-77

DOCKET: EXAMINEK NEARING — WLONESDAY - OCTOBER 4, 1972
9 A.M, - OLL CONSERVATION ZOMMISSION CORPERENCE ROOM,
— STATE LAND OFFICE RWUILDING - SANTA FE, NEW MEXTCO .
The following cases will be heard before Richard L. Stawnets, Examiner, or

Elvis A. Utz, Alternate Examiner:

CASE 4808: (Continued from the September 13, 1972, Examiner Hearing)

Application of Skelly 0il Company fo» a waterflood expansion
and dual completion, KEddy County, New Mexico. Applicant, in
the above-satyled cause, seeks to expand its Grayburg-Jackson
Skelly Unit Waterflood Project, Grayburg~Jackson Pool, Eddy
County, New Mexico, by the injection of water through its

Unit Well No. 114 located in Unit D of Section 14, Township

17 South, Range 31 East, Said Well No. 114 to be completed

as a dual completion in such & manner as to permit the pro-~
duction of o1l from the Fren~3even Rivers Pool and the injec-
tion of water into the Grayburg~Jackson Pool,

"CASE 4608 (Reopened)
In the matter of Case 4608 being reopened pursuant to the

provisions of Ovder No. R~-4213 which order established
speécial rules and regulations for the Haystack Siluro-
Devonian Pool, Chaves County, New Mexico, including a provi-
sion for 80-acre spacing units. All interested persons may
appear and show cause why said pool should not be developed

on 40~acre spacing units.

Reehetedd 3
CASE 4617: Wadtter of Case 4612 being reopened pursuant to Order
No. R-~4218 which order established special 'rules and regula-
tions for the Cuerno Largo-Pennsylvanian Pool, Lea County,
New Mexico, including provisions for 160-acre spacing units
and an B80-acre proportional factor of 4.77 for allowable
purposes. All interested persons may appear and show cause why
sald pool should not be developed on less than 160-acre
spacing units and why the 80~acre proportional factor of 4.77
should or should not be retained.

CASE 4837: Application of Amoco Production Company for an unorthodox
location, Roosevelt County, New Mexico. Applicant, in the
above-styled cause, seeks authority to drill a well at.an
unorthodox location 1980 feet from the South line and 660

feet from the East line of Section 18, Township 5 South, Rarge
33 East, Peterson-Pennsylvanian Gas Pool, Roosevelt ‘County, .
New Mexico, with the S/2 of said Section 18 to be dedicated to

the well,




Examiner Hearing - Wednesday - October 4, 1972
-

CASE 4839:

e

CASE 43840:

Docket No. 22-72

In the matter of the application of the 011 Conservation
Commisasion of New Mexi{co on the motion of Hanagan Petroleum
Corporatior for the abolishment and extension of certain
pools in Eddy County, New Mexico. Under coneideration will
be a proposal to:

(a) Abolish the Golden Eagle-Morrow Gas Poal in Eddy County,
New Mexico, described as:

TOWNSHIP 21 SOUTH, RANGE 25 EAST, NMPM
SECTION 11: All

(b) Abolish the Avalon-Middle Morrow Gas Pool in Eddy County,

New Mexico, described as:

TOWNSHIP 21 SOUTH, RANGE 25 EAST, NMPM
SECTION L All ' o R

(¢) Extend the Catclaw Draw Morrow Gas Pool in Eddy County,
New Mexico, to include therein:

TOYNSHIP 21 SOUTH, RANGE 25 EAST, NMPM
SECTION 1: All

SECTIONS 11 and 12: All

SECTIONS 13 and 14: All .

SEGTION "25: All

SECTION 36: All

TOWNSHIP 21 SOUTH, RANGE 26 EAST, NMPM
SECTION 18: All

Application of Continental 01l Company for a unit agreement,
Lea County, New Mexico. Applicant, in the above-styled
cause, seeks approval of the Langlie-Lynn (Queen) Unit Area
comprising 760 acres, more or less, of State and Federal
lands in Township 23 South, Range 36 East, Lea County,

New Mexico.

Application of Continental 0il Company for a waterflood
project, Lea County, New Mexico. Applicant, in the above- .-
styled cause, seeks cuthority to institute a waterflood
project by the injection of water into the Seven Rivers and
Queen formations through nine wells located in Sections 22,
23, 26, and 27, Township 23 South, Range 36 Bast, Langlie-

‘Mattix Pool, Lea County, New Mexico.
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CASE 4841 :

Docket No. 22-72

Application of Texaco Inc. for salt water disposal, Lea
County, New Mexico. Applicant, in the above-styled cause,
seeks authority to dispose of produced salt watex into

the Devonian formation in the open hole interval from
10,600 to 10,780 feet in its New Mexico 'BO' State Well

No. 3, located in Unit D of Section 24, Township 11 South,
Range 32 East, Moore-Devonian Pool, Lea County, New Mexico.




FOR THE DEVELOPMENT AND OPERATION

... UNIT AGREEMENT
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CERTIFICATION = DETERMINATION

Pursuant to the authority vested in the Secratary of Interior,
under the act approved February 25, 1920, k1 Stat. 437, as amended, 30
U. S. C. Secs. 181, et seq., and deteqated to the 011 and Gas Supervisor
of the Geological Survey (33 F.k. 5812), | do hereby:

A. Approve the attached agreerment for the development and
operation of the LANGLIE LYHN (CQUEEMN) UNIT AREA, County of Lea, State of
New Mexlco.

B. Certify and determine that the unit plan of develonment and
operation contemplated in the attached agreémént Is necessary and advisable
In the public Interest for the purpose of more properly conserving the
natural resources.

C. Certify and determine that the drilling, producfng, rental,
minkmum royalty, and royalty requirements of al) Federal leases committed

to sald agreement are hereby established, altered, chanqged, or revoked

to conform with the terms and conditlons of this agreement.

Dated

01y and Gas Supefv?sor,
United States Geological Survey

Contract Number

R P S e o T



UNIT AGREENENT
FOR THE DFVFLGPHFHY ARD OPERATIOH
OF THE
LANGLIE LYHH (OUEEN) UNIT AREA
COUNTY OF LEA

STATE OF HEW HEXICO

THIS AGREEMENT, entered into as of the 1 day of July ,
19 72 , by and between the parties subscribing, ratifyinag or
consenting hereto, and hereln referred to as the 'parties hereto",

Wi THNESSETH:

WHEREAS, the parties hereto are the owners of working,
royalty, or other oll Interésts in the Unlt Area subject to this
Agreement; and

WHEREAS, the term 'Yorking I[nterest'' as used herein
shall mean the Interest held In Unitized Substances or in lands
contalnlngHUnItized Substances by virtue of a lease, operafing
agreement, fee title, or otherwiser vhich is charqeable with and
obligated éé pay or bear all or a portion of the costs of drill-
{ng, develéping, produclng, and operating the land under the unit
or cooperative agreement. ''Royalty Interest'' as used hereln shall
mean a right to or Interest in any portion of the Unitized Sub-
stances or proceeds thereof other than a Working iInterest; and

VHEREAS, the MlIneral Leasing Act of February 25, 1920,
41 scat, 437, as amended, 30 U. S. C. Secs. 18! et seq., authorized
Federal lesseces and their representatives to unite with each
other, or jointly or separateiy with;ofhers, in collectively
adopting.and 0per;tiﬂg A cooperative or unit plan of development
or oﬁeratiég of}any oil or gas pool, field or like area, or any
part thereof for the purpose of more properly conserving the
natural resources thereof whenever determined and certified by

v

the Secretary of the Interior to be necessary or advisable in the

A

public interest; and




WHERF. 5, the Commissyoner of Pubisa Lanas of the State

of New Mexico tere.qal iar seteroed 1o ov YCommissioner’’, is authorized

N

3 by an Act of the ch;stéthre (See 1, ihan. 38, ravs of 1943 as amended
by Sec¢ | ot Chap 176, taws of 1964, Chap. } Aeo. i1, Section 39,
N.H.S 1953 anro) to wonsent to or aph:ove this Agreement on behalf
of the State «f New Mexico, insoiar as «t covers and includes laads
and minera! interests -:f tha State of Hew Mexico; and

WHEZEAS, the Commissioner ot Public Lands of the State of
New Mexico s authorized by on Act of the Legis ature (Sec. 3, Chap.
88, Laws of 1943 as amended by 3ec. | of Chan. 176, Laus of 1961, Chap. /
Art. 11, Section 39, M. 1.5. 1953 anno) to amend viith the approval of
the lessee, anyzbil and gas lease embracing State tands so that’tﬁe
length of the term of said lease may coincide with the term of such
kunitized development and operation of State tands; and

WHEREAS, the Ofl Conservation Commission of the State of
New Maxico hereinafter referred to as 'Commission' is autﬁo;ized by
Naw (Chap. 72, Laws of 1935, as amended by Chap. 193, Laws of 1937,
Chap. 166, Laws of -1941, and Chap. 168, Laws ot 1949, Chap. 65, Art.
3, Sec. I4, N.M.5., 1953 anno) to approve this Agreement, and the
conservation provisions hereof, and

WHEREAS, the parties hereto hold sufficient Interests in
the Langiie Lynn {Queen) Unit Area covering the land hereinafter des-
cribed to give reasonably effective controtl of operations herein; and

WHEREAS, it is the purpose of the parties hereto to con-
serve patural resources, preQent waste, and secure other benefits
obtéfnabie through development and operation of the Area §ubject
to this Agreement under the terms, condition§:and fimitations herein
set forth; |
| NOW THEREFORE, in consideration of the premises andvthgﬁfL
bromises herein contained, the‘part%es hereto commit tofthig/agreé;
meﬁf their respective interests in the beiow-defined’Uni;ikreé, and

agree severaily among’ themseives as follows:

-2 -:. R ” o ’ -
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! ENARBL NG ACT AND REGULATIONS The Hineral Leasing

Act of Februacy 25, 1929, as amended, supra, and all valid, per-

tinent requtar,ons, .nciuding opacating and untt olan reaulations
4 i

heretotore issued therewnder, or valtd, partinent and reasonable

requlations heseafie: 1ssued thc(eundef, are accepted and médc a
part of this Agreement as to Federal ii.ds, provided such requ-
Tations are not inconsistent with the terms of this Agreement;

and as to non-Ffederatr lands, the oil and aas operating requlations
in effect as of the effective date hersof qoverning drilling and
producing operations, not inconsistent with the terms hereof or the
laws of the State iIn which the non-Federal land is located, are
hgreby accepted and made a part of this Agreement.

2. UNIT AREA. The area épec(fied on the‘plat attached
hereto marked Exhibit "A'" s hareby designated and recognized as
Constituting the‘Unit Area, containing 760 acres, more or less.

Exhibit "A' shows, in addition to the boundary of the Unit
Area, the boundaries and identity of tracts and leases in said
Area to the extent known to the Unit/bperator. Exhibit '"B" attached
hereto is a schedule shbwing’to the extent known to the Unit Operator
the acreage, percentage and kind of ownership of oil interests
in all land in the Unit Area. Exhibit 'C" attached hereto, is a
schedule showing the percentage of participation credited to each
Tract in the Unit Area based upon a presumed one hundred percent
{100%) commitment. (Tract means each parcel of land described as
such and given a Tract Number in Exnibit 'B''.} However, nothing
herein or in said scheduie or map shaili be construed as a repre-
sentation by any party as to the ownership of any interest other
tHan such fnterest or interusts as are Sho&n in sald map or schedu'e
as owned by such party. Exhibits "A" and '"B" shall be revised by
the Unit Operator whenever changes in the Unit Area render such

revision necessary, or when requested by the Commissioner or by the

-3z




0§1 and Gas SunerQisor, hereinafter referred to as ''Supervisor'',
and. not less than Six‘(é)FCéﬁfés of the revised exhibits shall be
filed with the Superv}sor and at least th conies shall be filed
‘vith the Commissioner. =
3. EXPAHéION OF UNIT AREA. 1t Is recoanlized that at some
time or times In the future it miqght be desirable and beneficlal
to expand the Unit Area to include therein additional Tracts of
land. Tﬁe Unlt Area may, therefore, with the approval of the Commlssioner,
and the Director of the United States fieoloqical Survey, hereinafter
referred to as 'Director'', be expanded to include therein any additional
Tract or Tracts, whenever such exnansion ls necessary or advisable
to conform with the purposes of this Agreement, and Unlt Operator,
acting on behalf of the‘WOrking Interest Owners collectively, after
being duly authorized by them as provided for in the Unlt Operating
Agreement, has negotiated an agreement or agreements with the owners
of such Tract or Tracts fixing the tract participation of each such
Tract and committing such owners to this Agreement and to the Unit
Operating Agreement. Vhenever the Unit Area Is enlaraed so as to
admit additional land qual}fied for participation, Exhibit ''C'" shall
be revised as set forth In Section 12, Participation and Allocation
of Production. Any such expansion shall be effected in the following
manner: : 3
(a) Unit Operator, on Its own motion, after preliminary
concurrence by the Director and Commissioner, shall prepare
a notice of proposed expansion desC?ibinq the contemplated
. changes In the bcundaries of the Unit Area, the reasons
therefore, and the proposed effective date thereof, pre-
ferably tﬁe first day of a month subsequent to the date
of notice. |
(b) Said notice shall be delivered to the Supervisor and

Commissioner, and copies thereof mailed to the last known

.,-l"-’ .




1 address of each VWorkina Interest Owner, Lessee, and bLessor

2 : whoso Interests are affected, advisina that thirty (30)
3 days will be allowed for submission to the Unit Operator
E L of any ohjectinns.

5 (c) Upon expiration of the thirty (30) day perlod pro-
6 vided in the precedina item (b} hereof, Unit Operator shall
7 file with the Supervisor and Commissioner evidence of malling
8 of the notice of exnansion and a cony of any oblectlons
9 thereto which have been flled with the Unit Operator,
10 together with an apnlication In sufficient number, for approval
11 of such expansion and with appropriate jolnders.
12 ’ (d) After due consideration of all nertinent information,
13 the exnansion shall, upon aporoval by the Supervisor and
14 Commissioner become effective as of the date prescribed
15 in the notice thereof.
16 L, UNITIZED LAND AND UHITIZED SUBSTANCES. All land com-
17 ‘mitted to this Agreement aé provided in Section S5, Tracts Qualifled
18 Mfor Participation, as to the Unitized formation defined immediately
19 below, shall constitute land referred to herelin as 'Unitized Land"
20 or '"land subject to this agreement'. All oll, gas, aaseous substances,
21 " sulphur contained in gas, condensate, and all associated and constituent
22 liquid or liqueflable hydrocarbons in the Unitized Formation are
23 unitlized under the terms of this Agreement and herein is called

24 "“Unitized Substances''. -

25 “WUnitized Formation' is defined as the interval'bec;een the

' 326 top of the Penrose (Qﬁeen) formation to"a poinc 100 feet above the

¢ 27 "~ top of‘}he Gueen formation. The too of the Queen formation and the
28 top of the Pénrose'(QUeen) formation are shown at the depths of ;5&8'
29 and 3710'; respectively, on the CGCamma-Ray-Saonic iog run_}n the Albert
30 ’ Gackle-Sinclair "A" Sta:e’ﬁb. 6 Yocated 660° from thé éouth line and
3] ‘l980 feet from the West’YTné of Section 23, TGWnshfp 23 South Range
32 36 East, N.M.P.M. A
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£ TRACYS QUALTIED FOR PARYIL PATON inasmuch as the

objective of his En ot Anresmerg @2 to have tands in the Unit Area
operated and entitied (o participalion under thé terms hereof, no
joinder shall ne considerad a wosm trent to this Unit Agreement unless
the Tract invotved ¢ auaiiited under this Section  On or after the
effective date hereot, the Tracts within the Unit Area which shall
be entitied 1o partiwipatian n the production of Unitlzed Substances
therefrom shal! be those Tracts within the Unit Area more particulariy
described in Exhib:it 8" that are qualified as follows (for the pur-
poses of thic sectton, the record interest shali replace the royalty
Interest as to Federal land):
{a) Each Tract as to which wofkinq interest Owners owning
one hundred percent (i00%) of the Working interest have
signed or ratified this Agreement and the Unit Operating
Agreement, and Royalty Owners owriing seventy-five percent
{75%) or more of the royalty created by the basic leases
have siqned or ratified this Agreement;
(b} FEach Tract as to which Working interest Owners owning
one hundred percent (100%) of the Working Interest have
signed or ratified ' . Agreement and the Unit Operating
Agreement , and Royaity COwners owning less than seventy-five
percent {75%) of the rovalty interests created by the basic
ieases have zigned or ratified this agreement, and as to whkich
(1) all Working interest Owners in such Tract fjoin in a
request for inclusion of such Tract in Unit Partfcipation
upon the basis of such commitment status,; and further as to
which (2} seventy-five percent (75%) or more of the combined
votfnguintere51s of Working Interest Owners in all Tracts
which meet thé requivements of Subsgctinn 5{a) vote in‘favor

of the acceptance of such Tract 3s quatified. For the pur-

pose of tnis Subsection 5(b}, the voling interest of each




Y N e A S ¥ 2 T -

10

13
1
15
16

Working Interest Ownér shall be equa! to the ratio (exofessed
In percentaaqe) which the total of such Working Interest
Ouner's percentaqe participation in all Tracts which qualify
under Subsection 5(a), bears to the total percentaqe parti-
cipation of al} Working lhtérest Owners in all Tracts which
quafify under éaid Subsection 5(a) as such nercentane; are
shavﬁ on Exhibit "0

(c) Each Tract as to which Working tnterest Owners owning
iess than one hundred nercent (100%) of the Workinaq Interest
have siqgned or ratified this Aqgreement and the Unit Operating
Agreement, regardless of the nercentaae of royal;y‘lnterest
therein that Is committed hereto, and as to which (]) the
Working Interest Owners who operate the Tract and all of the
other subscribing Workling Interest Owners in such Tract have
joined in a request for inclusion of such Tract in Unit
participation upon the basis of such commitment status and
have tendéred and executed and delivered an indemdity‘sgree-
ment, indemnifylhg and aqreeing to hold the owners of the
working interests in the other qualified Tracts harmless
from and agalnst any and all clalms and demands that may be
made by the non-subscribing Working Interest Owners in such

Tract on account of the inclusion of the same in Unit parti-

" cipation, and further as to which (2) seventnyive percent

(75%) or more of the combined voting interests of the‘WOrking
Interest Owners In all Tracts which meet the requirements

of Subsections 5{(a) and 5(b) above, vote in favor of the
inclusion of such Traét. For the purpose of this Subseétion
5(c), the voting interest of each Working Interest Owner
shall be equal to ‘the ratio (expressed in percentaqe) whicﬁ
the total of such”WOfking interest Oﬁner's percentage partf-

cipation attributed to Tracts which qualify under Subsections ;

-7-




‘S(a) and 5(b) bears to the total percentaae of all MWorkinag

Interest Ownefs attributed to all Trects which quallify under

Subsectlons §(a) and 5(b), as such percentaqes are set out

in Exhibit ''C'", ‘

6. UNIT OPERATOR. Continental Ofl Company is hereby desianated
as Unit Operator, and by slgnatufe hereto as Unit Operator aarees and
consents to accept the duties and obligations of Unit Operator for the
development énd production of Unitized Substances as herein provided.
Whenevar reference is made hereln to the Unit Operator, such reference
\ meansrfhe Untt Operator acting In that capacity and not as an owner
of Inferest in Unitlzed Substances, and the term 'Yorking Interest Oviner"
when used hereln shall Include or refer to Unit Operator as the owner
of a Workling lnéérest when guch an Interest 1s owned by it,

7. RESIGNATION OR REMOVAL 0? UNIT OPERATOR. Unit Operator
shall have the right to resign at any time, but such reslignation shall
not bgcome effective so as to release Unit Operator from the duties
and obligations of Unlt Operator and terminate that Operator's rlghts
as such fér a period of six (6) months after notice of intention to
resign has been served by Unit Operator on all Working Interest Owners,
the Director and the Commissioner, and until all wells are plaéed in
a satlsfactory condftlon for suspension or abandonment whichever is
required By the Supervisor, or the Commission, unless a new Unit Operator
shall have been selected and accepted and shall have taken over and
assumed the duties and obllgations of Unit Operator prior to the
explration of said period. |

The resignation of Unit Operator shall not release the Unit
Operator from any liability for defé&lt‘by it hereunder occurring prior
to the effective date of its resiqgnation.

The Unit Operator may, upon default or failure in the per-
formance of Its duties or obligations‘hereunderf be subject to Eemoval
by an affirmative vote ofylhewWOrkthg‘lnterest Ownerswof-at'leést

v
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ninety percent (90%) of the votlaq interest remaining after excluding
ghe voting iInterest of the Unit Operator. -Such removal shall be
effectivé upon notice thereof to the Director and the Commlssioner.
In all such Instances of resignation or removal, untll a successor
Unit Operator is selected and accepted as hereinafter provided, the
Working Interest Owners shall be jolintly resnonsible for performance
of the duties of Unit Operator and shall, not later than thirty (30)
days before such resignation or removal becomes effective, appolint a
common agent to represent them in any action to be taken hereunder.

The reslignation or removal of Unit Operator under this Aqree-

‘hent shall not terminate Its rights, title or Interest as the owner

of a VWorking Interest or other Interest In Unitized Substances, but
upon the resignatfon or removal of Unit Operator becoming effective,

such Unit Operator shall deliver possession of alt wells, equipment,

‘materials and appurtenances used in conducting the Unit operations and

owned by the Working Interest Owners to the new duly quallfied successor
Unit Operator or to the owﬁers thereof if no such new Unlt Opeéator s
elected, to be used for the purpbsé of conductinQJUnlt operations
hereunder. Nothing herein shall‘bebconstrued as authorlzing removal
of any materfal, equipment and appurtenances needed for the preservation
of any wells.

8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator
shall tender his or Its resignation as Unit Operator or shall be
removed as herelnabove provided, or a change of Unit Operator is
negotiated by Working Interest Owners, a successor Unit Operator
shall be selected by Working Interest Owners voting according to
thelr respective Tract participation in all unitized land by a
majority vote; provided, thai, if a3 majority but ltess than 75

percent of the Working Interests qualified to vote are owned by

‘one party to this agreement, a concurring vote of one or more

additional Working Interest Owners shall be required to select a

- -9-
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new Cperator Sich selection shall not become effective until:

(s} o Untt Operator so se‘actedbshall accept in writing

the duttes and resoonsibilicties of tUnit Operator: and

{b) the seiecthn shall have been annroved by the

Supervisor and the Commissioner.

If no successor Unit Operatar is selected and qualified as
herein provided, the Director or Commissioner at their election may
declare this Unit Agreement terminated,

9 ACCOUNTING PROVISIONS AHD UNIT QPERATING AGREEMENT,

I f the Unit Onerator is not the sole owner of Morkina Interest, costs
and expenses incurred by Unit Operator in conducting Unit operations
hereunder shall be paid aﬁd apportioned amona and borne by the. owners
of Working iInterests, all in accordance with the agreement or aqree-
ments, whether one or more, separately or collectively, entéred into
by and between the Unit Operator and the owners of WOFking Interests,
Apy agreement or agreements, whether one or more, entered into between
the Working Interest Owners and the Unit Operator as provided in this
séction are hereln referred to as the '"Unit Operating Agreement''.

Such Unit Operating Agreement shall also set forth such

.other rights and obligations as between Unit Operator and the Working

Interest Owners as may be aareed upoh by Unit Operator and the WOrking‘

Interest Cwners; however, no such Unit Operatinag Agreement shall be

deemed elther to modify any of the terms and conditions of this Unit

Agreement or to relieve the Unit Operator of any right or obligation
established under this Unit Agreement, and in case of any inconsistency
or coriflict between the Unit Agreemeht énd the'Unit dperating Agreement,
this Unit Agreement shal};ﬁ}évail. Three {3) "true coplies of any Unit
Operating Agreement executed pursuant to phis section shall be filed
with the Supervisor prior to approval of this Unig Agreement, and
thereafter promptly after’any revision or améndment.

10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as

-ko_
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otherwise specifically provided Berein, the exclusive rioht,
prl?i!cqc, and duty of exercisina any and ail riahts of the parties
hereto, inctading surface cights, which are necessary or convenient-
forknrospcc:enn for, sioducing, storina, allecating and distributing
the Unitized Suhstanges are hereby deleaated to and shall be
exercised by the tnit Operator as herctnkprovided. Acceptable
evidence of title to satd ciahts shall be deposited with sald
Unit Operator upon his reauest and, toaether with this Aqreement,
shall constitute and «define the rights, privileaes and obliqgations of
Unit Operatnar. Hothino herein, however, shall be construed to
transfer title to any land or to any lease or operating agreement,
It being understood>that under this Agreement the Unit Dperator, In
its capacity as Unit Operator, shall exercise the riahts of possession
and use vested In the parties hereto only for the nurnoses herein
specifled.

PV, PLAN OF OPERATION. 1t is recoqnized and agreed by
the parties hereto that the Unit Area is developed and productive,
and only such drilling as is incidental to a secondary recovery or
pressure maintenance program is contemplated.

Inasmuch as the orimary purpose of this Unit Agreement is

to permit the institution and consummation of a secondary recovery

N

or pressure malntenance program for the maximum economic‘prodﬁction

of Unitized Substances consistent wlth qood enqgineering and conservation
practices, Unit Operator, concurrently with the filing of the Unit
Agreement for final approval shall submit to the SUﬁervi%or and
Commissioner, a plan of operation for the Unitized Land, and upen

épproval thereof such plar shall constitute the future operating

"obligations of the Unit Opetator under this Unit Aqreement for the

2

period specified therein. Thereafter, from time to time before the
expiration of any existing plan, the Unit Operator shall submit for

itke approval a pian for an additional specified period of operation;

-1~
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sald plan or nlans shall ba endified a- sunplemanted when neces-

sary to meét charned conditions, or to protect the interest of
ali parties to the Unit Aqreemes: . Peasenable diliagence shall be
exercised In CUWpivfnq #i7h the obliqacions of any apnproved plan
of operation,

Unit Operator shall have the rioht to infect into the
Unitized Formation any substances for secondary recovery or pres-
sure maintenance purpnses in accordance with 3 plan of operation
approved by }he Supervisor and Commissioner, including the riaht to
drill and maintaia ‘tajection welils on the Unitized Land and comnleted
In the Unltized Formation, and to Qse zbandoned well or wells produc-
tng from the Unitized Formation for said purpose, and the parties
heretv, 10 the extert of thesr rignis and interests, hereby grant
to the Unit Operator the right fo use as mucﬁ of the surface of the
land within the Unit Area as may be reasonably necessary for the
operation and the development of the Unit Area hgreunder. Unit
Operator shall have free use of water from the Unitized Land for
operations hereunder and for operations on adjacent lands excent
water from surface owner's and Royalty Ovuner's fresh water wells,
private lakes, ponds or irrigqation ditches.

12.  PARTICIPATION AND ALLOCATION OF PRODUCTION. On
the effective date hereof, the Tract Participation of each Tract
shall be based upon the following factors and formula as renresented

and shown on the tabulation prepared by the Lanqlie Lynn (Oueen) Unit

Engineering Committec report (Table Ho §5) as revised April 21, 1970.

0% TYract Estimated Ultimate Primary ‘Recovery .
tstimated Ultimate Primary Recoverv-Unit Area

153 Tract fSurrent Revenue
furrent Revenue>Unit Areca

Tract Current Of| Producinh Rate
Current 0il Producing Rate-Unit Area

The fiqure set forth bpposite;eaéh Tract in Exhibit "C'
represents the Tract Participétion to which such Tract is entitled

if all said Tracts are committed hereto and qualifled as of thé effrative

-§2-
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date of this Aeorcorag:

Pras vty 4fre anpenvat of the Untt I\qrcement,‘ if all Tracts
are not quat) fiea heceto, Unit Operaror shall revise Exhiblt '"CY to
show all Trac<w usat:irion for Ui depatinon under this Agreement by
settlrig forth omnosi ¢ ceelr Loact a savised Tract Particlipation
therefor, whitcts shall oe f,’a‘u;n?;a,:f-:s Ly usina the same Tract factors
and formulas «yioh woern st 1o acrive at the Tract Partlcipation of
each tract as set et 0 the ariginal Exhibit YC'" but applyina the
same only to theae T-acos uhich are quatlified for particlpation as
of the effectiva Jate of vis Untr Agreement. Said revlsed‘ Exhibit
‘_'C“ shall be subject to aprroval by the Supervisor and Comn.w.lﬂss!oner
and shall be efreciive 25 «° the affective date of this Unlt Agreement.

If atter the affective date of this Agreement any Tract or
Tracts are subsequently cammitted hereto because of expansion of the
Unit under Sect ion 3, Expansion of Unit Area, under the provislons
of Section 30, Subsequent Joinder, or if ‘any Tract is elimlnated
from the Unit Agreement as onrovided in Section 29, Loss of Tltlg,

the schedule of narticipation . as shown in Exhibit '"C* shall be

revised by the Unit Operator to show the new Tract Partlicinations

of all the then qualified Tracts, and the revised Exhibit ¢!,
upon approval by the Commissioner and by the Sunervisor.' shall
govern the allocation of production from the éffective date thereof
until a new schedule is sc adproved. In any such revised Exhibft
gt pursuant to this paraaraph, the Tract Participation of the
previous!ly qualified Yracts shat!l remain in the same ratio one
to the other.

On the effectivg date of this Agreement, and the-reafter,
all Unitized Substances produced hereunder (excent any part thereof

used in conformity with good overating practices for drilling,




operating, camp and other nreoduction or devsionment surnoses, for
pressure maintenance or secnndary 12COVETY OPErAtIoNs In accordance
vith a plan of operation apnrdvnd by the Suceivisor and Cnmmlsslonef,

or unavoidably lost}, shall be deemed to be produced from the several
Tracts of Unitized Land, and for the purence of determining any beneflts
accruing under this Aqreement each sach liacte shall have allocated

to it that percentaqge of safd production coual to its Tract Partici-
natlon-effective hereunder during the reseca~tive period such Unitlzed
Substances were produced, as set out in Exhibit "',

The amount of Unltized Substances atlocated to each Tract

v T oo
IX I

IS
v
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siiaii be deemed to be produced c Firespeciive of the
location of the wells from which the same is produced and reaardless
of depletlon of wells or Tracts. In the absence of a controlling
contract orvagreement to the cortrary, when two or more leases, or
parf or parts thereof, have been combined into a sinale Tract, the
percentage participation assigned to such Tract shall for all purposes
be divfded among ‘the separate leases, or part or parts thereof"

which has been put into such Tract, in pronortion to the number of

surface acres of the lease, or part or parts thercof contained In

such Tract, to the total surface acres contained in said Tract,

13.  ROYALTY SETTLEMEHT. The State of Hew Mexico, the |

United States and all Royalty Owners who, under existina contract, i

are entitled to take in kind a share of the substances now uni tized

hereunder produced from any tract, shall hercafter be entitled to the :

right to take In kind their share of the Uritized Substances allocated

to such tract, and Unit Operator shall make deliveries of such ‘

royalty share taken in kind in:conformity with the apvlicable con- }

tracts, laws aﬁd requlacions. Seztlement for Royalty Interest not fi

taken in kind shall be made‘by Workinag Interest Owners resnonslbfe -71
|

therefore under existing contracts, laws and requlations on or before

the last day of each. month for Unitized Substances produced during

ek

L
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the nreceding caotendar wonth orovioded, héﬂever, that nothing
hereln contained szl nneeat. o relieve the iessees of any land
from their resnective lease oblrgatinns for the payment of any
royalties due usier tneir loases

1f aas ohiaengﬁ from lands or formations not subject to
thls Agreerent is introduced into the Unitized Formation hereunder,
for use In repressuring, stir'ation of productlon, or Increasing
ultimate recovery, which shall be in conformity with a plan flrst
approved by the Supervisor, o like amount of gas less appronrlate
deductlion for luoss or denletion from any cause, may be withdrawn
from the Unitized Formation, rovalty free as;to dry gas, but not as
ts ihe products extracted therefrom: provided that such wlthdrawal
shanybe at such time as msy bz srovided in the apnroved Plan of Opera-
tions or as may otherwise be consented to by the Supervisor and Com-
mission as conforming to qood petroleum engineering 6ractlce: and pro-
vided further, that such rioht of withdrawal shall terminate on the
termination of this Unit Agreemant.

1f naturai qasoline, tiquid netrofeum gas fractions or
other liquid hydrocarbon substances (herein collectively called
"LPi's") which were not extracted from gas produced from the Unitized
Formation are injected into the Unitized Formation, which shall be
In conformity with a nlan of ooeration first approved as provided
above, WQ;¥;ng Interest bwners shall be entitied to recover, royalty

free, part or all of wuch “LPG's' pursuant to such conditlions and

formulas ac may be prescribed or apnroved by the Supervisor and Commission.

Royaity due the United States shall be computed as pro-

vided in the operating reculations and paid in value or delivered
A

in kind as to 371 Unitized Substances on the basis of the amounts

thereof allocates to unitized Federal Jand as provided herein at

the rates specified in the rospective Federal leases, or at such

lower rates as may be authorized by law or requtation: provided

_]5_
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that for leases on which the %oyalty rate depends on the dally
averase nroduction per well, said averaqe praduction sha!lrbc deter-
mined in accordance with the operating requlations as thbuqh the
Unltized Lands were a single consol ldated lease.

Royalty due the State of Hew Mexico shall be computed and
pald on the basis of the amounts allocated to Unitized State Land as
provided herein at the rate specified in the State 011 and Gas Lease.

Each Royalty Owner (other than the State of New Mexico and
the United States of America) thatrexecutes this Aqreement reoresents
that It Is the owner of a Royalty Interest in the Tract or Tracts
within the Unit Area as its Interest appears in Exhibit 'B' attached
hereto. |[f any Royalty Interest in a Tract or Tracts should be lost
by title failure or otherwise, in whole or in part, during the term
of this Agreément, then the Royalty Interest of the party reoresenting
himself to be the owner thereof shall be reduced proportionately and
the interest of all parties in the affected Tract or Tracts shall be
adjusted accordingly.

Th. RENTAL SETTLEMENT. Rental or minimum royalties due on
leases committed hereto shall be paid by Working Interest Owners
responsible therefore under exi#ting contracts, laws and regulations,
provided that nothing herein contalned'shal140perate‘tg relieve the
lessees of any tand from their respective lease 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 Agreemént shall be pald at the rate speciflied in the respective
leases from the State of New Mexice. Rental and minimum royalty for
lands of the Unitad States sbbject to this Agreement shall be pald
at the rate speciflied in the respective leases from the United States
unlg;s'su?h rental or minimum royalty Is waived, suspended or reduced

by law or by approval of the Secretary of the Interior of the Unlte&

»VSgafes hereinafter referred to as ”Secrétary”, or his duly authotized

-16-




] representative.

PFZ i5 CONSERVATION, Operations herceunder and Dfoductlon of
Unitlzed Substances shall be conducted to provide for the most eco-
nomical and efficient recovery of sald substances wlthout waste, as
defined by or pursuant to State or Federal law or regulation.

16. DRAIMNAGE. The Unit Operator shall take anpropriate
and adequate measures to prevent drainage of Unitized Substances

from Unitized Land by wells on land not subject to this Aqreement

W O N ot > W

or, with prior consent of the Dlrector pursuant to aopilcable

10 requlations, pay a falr and reasonable compensatory royalty as
i determined by the Supervisor. In the event compensatory royaltyAls
. so pald, It shall be treated in the same manner as Unitlzed Substances.
17. GAUGE OF MERCHANTABLE 0IL. Unlt Operator shall make a
proper and timely gauge of all leases and other tanks within the Unit
Area and assoclated with the operation of Unitized Land in order
to ascertain the amount of merchantable oll above the plpeline

connections In such tanks at 7:00 a.m. on the effective date hereof.

T

A1l such 631 shail be and remain the property of the-paréles entitled
thereto the same as If the Unit had not been formed: and such parties
shall promptly remove sald oil from said tanks. Any such oll not

so removed sHall Se sold by Unit bperator for the account of part!és ‘
entitled thereto, subject tb the payment of all rovyalties, overriding
royaities, product[on payments, and all other payments under the terms
and provisions of the applicable lease, leases, aor other contracts.
1f, as of the effective date hereof, any Tract of Unitized Land is
overpréduced with respect to the allowable of the wells on such Tract
and the amount of overproduction has been sold or otherwise dfsposed
of, such overproduction shal) be regarded ;s a part of the Unitized
Substances praduced affer the effective date hereof and shall bg charged

to such Tract as having been delivered to the parties entitled to

Unitized Substances allocated to such Tract.

Ge17-
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18 LEASE AND COMTRACTS COHFORMED AMND EXTENDED. The terms,
conditions, and provisions of all leases, subleases, and other con-
tracts relating to eprqut)on, drillina, develonment, or opgration
for oil or gas of lands committed to this Agreement are hereby ex-
pressly modified and amended to the extent necessary to make the sama
conform to the provisions hereof, but otherwise to remain In full
force and effect: and the narties hereto hereby consent that the
Secretary shall and by his approval hereof, or by the approvaf‘hereof
by his duly authorized representative, does hareby establish, alter,
change, or revoke the driltling, proeducing rental, minimum royalty,
and royalty requirementis of Federal leases committed hereto and the
regulations In respect thereto to conform said }equirements to the
provisions of this Agreement. Without limiting the generallity of
the foregoing, all leases, éubleases, and contracts are partlcularly
modifled in accordance with the following:

(a) The development and operation of lands subject to

this Agreemant under the terms hereof shall be deemed

fult performance of a]l obligations for develonment and

operation with respect to each and every part or separately

owned Tract subject to this Agreement, reqardless of whether
there is any deveiopment of any particular pért or Tract

of the Unitized Land, notwithstanding anything to the
contrary in any lease, operating agreement or other contract
by and between the parties hereto, or their respective pre-
decessors In Interest, or any of them.

(b} Dritiing and produéfﬁh operations performed here-

under upon any Tract of Unitized Land will be accepted
and deemed £6 be pefformed upon and for the benefit of
each and every Tract Lf Unitized tand, and no lease shall
be deemed to expire;byﬂreason of fallure té drill or pro-

duce wells situated on-the land therein embraced.

-18-
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(c) Susnension of dritlinag or aroducina onerations on all
Unitized Land pursuant to direction or consent of the
Secretary or his duly autherized tepresentative shall be

deemed to constitute such susnension nursuant to such

‘direction or consent as to each and every Tract of Unltized

Land. -

(d) Each lease, sublease or contract relatino to the

‘exploration, drilling, development or oneration for ofll

or qas of lands committed to this Aqreement which, by

its terms might expire prior to the termination of this
Aqreement, is hereby extended beyond any such term so

provided therein so that it shall be continued in full

force and effect for and duflnn the term of this Aqreement,

(e) Termination of this Agreement shall not affect any lease
which, pursuant to the terms theteof or any apnplicable

taws, shall continue In force and effect thereafter,

(f} Any lease embracing lands of the State of New Mexico
which is made subject to this Agreement shall continue in
force beyond the term provided therein as to the lands
committe& hereto untit the termination hereof.

(g) Any lease embracing lands of the Statc of New Mexico
having only a portion of its land committed hereto shall be
seqreqated as to that portion:committed and that not committed,
and the terms of such lease shall apply separately fo such
segregated portions comﬁeﬁcing as of the effeétlve date hereof.
1t is further provided, however, that notwithstandinqg any

of the provisions of this Agreement to the contrary, such

”iease—shall continue in full force and effect beyond the

terms provided therein as to all lands embraced in such

lease if ofi or gas is, or has heretofore been, discovered

in paying quéntifies,on some part of the lands embraced in




such lease cormitted to this Agreement or, so lona as a
nortion of the Unitized Substances produced from the Unit

Area is; under the terms of this Aagreement, allocated fo the
portion of the lands covered by such lease committed to this
Aqreement, or, at ény time durina the term hereof, as to any
lease that Is then valid and subsistina and unon which the
lessee or the Unit Onerator is then enaaqed in hona fide
drilling, reworkinag, or secondary recovery operations on any
part of the lands embraced in such lease: then the same,

as to atl laﬁds embraced therein, shall remain In full force
and =ffect so long as such oneratiéns are diligently prosecuted,
and, if they result in the producticn of oil or qgas, said lease
shall continue In full force and effect as to all of the lands
embraced theréin so lonq thereafter as oil or gas in paying
quantities is being produced from any-portion of sald lands.
(h) The segregation of any Federal lease committed to thls
Agreement is governéd by the followina provision in the fourth
paragraph of Section 17 (i) 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 embracing lands that are in partvwfthin and
in part outside of the ares covered by any such plan shatll

be segregated intc 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

non-unitized portion shall continue in force and effect for
the term theféof but for not less than two vears from the
date of such seqreaation and so long thereafter as oil or qas
is produced _in paying quantities."

19. COVENANTS RUN WITH LAND. The covenants herein shall be

construed to be covenants running with the land with resnect-to the Interest

b
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1 of the narties herato and their successors in interest untii this

2 Agreement terminates, aﬁd any arant, transfer, or conveyance, of

3 interest in land or leases subject hereto shall be and hereby ig

4 condltioned upon the assumption of all privileaes and obliqgations

5 hereunder by the qrantee, transferee, or other successor in interest.

6 Ho assiqnment or transfer of any Working Interggt shall be binding -

7 upon Unit Operator nor shall any transfer of any Royalty Interest or

8 other Interest be binding on the Working Interest Owners responsible

9 for payment or settlement thereof, until the flrst day of the calendar
: 10 month after Unit Operator or the responslble Working Interest Owner,
! bl as the case may be, Is furnlished with the original, photostat or

12 certlfied copy of the Instrument of transfer.

20. EFFECTIVE DATE. This Agreement shall become bindina
upon each party who executes or ratifies It as of the date of
execution or ratificatlon by such party and shall become eifective as
of 7:00 a.m. on the flirst dayvof the calendar month next following the
approval of this Agreement by the Commission, Commi§§ioner and the
Secretary or his dufy authorlzaed delegate; and provided further, that
if the Unit Agreement is not filed for final approval on or before
January 1, 1973, this Agreement shall ipso facto explre on sald
date (herelnafter called "explration date') and thereafter be 6f no
further force or effect, unless prior thereto this Agreement has.been
executed or ratlfied by WOfk!ng Interest Owners whose voting Interest
as ﬁrovlded In Section 4.3.1 of the Unit Operating Agreement agqregate at
least slxty percent (60%) and Working Interest Owners whose voting

interests as above defined aggregate at least sixty percent (60%)

of the Unit Area then committed to this Agreement have voted to

extend such eépiration date for a period not té excéed six (6) months.
{f said expiration date is so extended and this‘Unlt Agreement is - ..~
not filed for approval by the Supervisor on or before said extended
expiration date this agreement shall ipso facto expire and théreafter', , ﬁ

be of no‘furtﬁer force or éfféct.
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‘Uhlt Operator shall within thirty {30} days after the effective

date of this Agreenent file for record in the office or offlces where a

~counterpart of this Agreement is recorded, a certificate to the effect

that this Agreement has become effective according to its terms and

stating further the effective date.

21. TERM. The term of this Agreement shall be for and during

the time that Unlitlzed Substances can be produced In quantities sufficlent

to pay for the cost of producing same from wells on Unitized Land and
for as long thereafter as drilling, reworking or other operations are
prosecuted on Unitized Land without cessatipn of more than ninety (90)
consecutive days, and so long thereafter as Unitized Substances can be
nroduced as aforesald, unless sooner terminated by Worklag Interest
Owners, the Commissioner, or by the Director as provlde‘d'in Section 8,
Successor Unit Operator, and Section 22, Termination by \;!orklng‘(nterest
Owners.

22. TERMINATION BY WORKING INTEREST OWNERS. 1This Agreement
may be terminated at any time by Yorking Interest Owners owning ninety

percent (90%) or more of the participation percentage in the Unitized

Land with the approval of the Supervisor and Commissioner. Hotice of any

such termination shall be given by the Unit Operator to all parties
hereto.

Upon termination of this Agreement, the parties hereto shall
be governed by the terms and provisions of the leases and contracts
affecting the separate Tracts,

If not specified otherwise by the leases unitized under this
Agreement, baslic Royalty Owners hereby qgrant Wm;kinq Interest Owners
a period of six (6) moriths after termination of this Agreement In \;rhii:h
to salvage, sell, dlstrlbutg or otherwise dispose of the personal
property and facilities used in connection with Unit operations.

Unit Operator shall, within thirty (30) days after Jthe ter-

mination of this Agreement has been determined, pursuant to Section 8
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and 22 hereof, file tor record in the office or offices where

a counterpart of this Aqreerment 1¢ recorded, a certificate
setting forth the fact of such termination and’;he date thereof,

2§, RATE CF PROSPECTING, DEVELOPNE.T AND PRODUCTINH. The
Director is hereby vested with avthority to atter or medify from
time to time In his disaretion the avantity and rate of production
under this Aqreemént when such quantity and rate (s not fixed pursuant
to Federal or 3State law or does not conform to any statewide voluntary
conservation or allocation program, which is established, recoanized
and genevally adhered to by ithe majority of operaters in such State,
suqh authority being hereby limited to alteration or modification in
the public interest, the purpose thereof and the public Interest to
be served thereby to be stated in the order of alteration or modification.
Without regard to the foregoing, the Director is also hereby vested
with authority to alter or modify from time to time in his discretion
the rate of prospecting and development and within the limits made or
flxed by the Commission, the quantity and rate of production under
this Agreement when such alteratlion or modification Is in the Interest
of attaining the conservation objectives stated in this Aqreement and
is not In violation of any applicable Federal or State law; provided
that no such alteration or modification shatl be effective as to any
land of the State of New Mexico as to the rate of prospecting and
development ‘in the absence of the specific’written anproval thereof
by the Comm{ésioner and as to any lands of the State of New Mexico
or privately owned lands subject to this Agreement as to the quantity
and rate of production in the absence of specific:-written approva?
thereof by the COmmlssion.A

Powers in this section ye;ted in the Director and Commissioner
shall only be exercised after notice to Unit Operator and opportunity
for Bear]ng'to be heid no less than fifteen {15} days from notice.

24, ,APPEARANCES. Unit Operator shall, after notice to

..23..
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other partles affected, have the right to appear for and on be-

half of any and all interests affected hereby before the Department

of the Interior and to appecal from orders issued under the requlations
of said Department or to apply for relief from any of séid requlations
or In any proceedings relative to operations before the Department

of the Interlor or any other leqgally constituted authority; nrovided,
however, that ary other Interested party shall also have the right

at klis own expense to be heard In any such procceding.:

25‘“ HOTICES. A1l notlces, demands or statements requlred
‘hereunder to be qgliven or rendered tc the parties hereto shall be
‘deemed fully given, If alven In writing or personally delivered
to the party or sent by postpald registered or certified mall,
addressed to such party at the address such party has furnished to
the party sending the nbtice, demand or statement.

26. NO WAIVER OF CERTAIN RIGHTS. Nothing In thls Agreement
~contained shall be construed as a walver by any party‘hereto of the
right to assert any legal or constitutional right or defense as to
the valldlty or invalidity of any law of the State of New Mexico,
or of the United States, or regulations issued thereunder in any way
affecting such party, or as a walver by any such party of any rlght
beyond his or»its authority to waive; provided, however, each party
hereto except the United States covenants that during the existence
of this Aqreement, such party shall not resort to any action at law
or In equlity to partition the Unitized Land or the facllities used in
the development or operation thereof and to ﬁhat extent waives the
benefits of;ail laws authorizing such partition.

27. ‘UNAVO!DABLE DELAY. All obligations under'téis Agreement,
except the pay;ent of mohey, shall be suspended while. but bn|y 0>
long as, the Unit Opera;or despite the exercise of due care and
dillgénce is prevented from complying with such obl?aations,‘in whole

or in part, by strikes, acts of God, Federal, State of municipal law




or ageﬁcles, unavoidable acctdenis; unﬂontrotlahlc delays in
transoortation, Inability to obtain necessar& materials In>onen
market, or other matters bé?ond the rcasonable control of the Unit
Operator whether similar to matters herein enumerated or not.

28.  HON-DISCRIMINATION. In connectlon with the nerformance

~of work under this Agreement, the Unit Onerator aqrees to comply

with all the orovisions of Section 202(1) to (7) inclusive, of
Executive Order 11246, 30 F.R, 12319, which .are hereby incornorated
by reference in this Agrecment,

29. 0SS OF TITLE. In the event title to a Tract of
Unitized Land shall fail so as to render the Tract inoperable under
this Aqgreement and the true owner cannot-be induced to jan this_Uni;
Agreement; such Tract shkall be reqarded automaticgliyhas not committed

hereto effective as of 7:00 a.m. on the first day of the calendar month

“in which such title fallure is determined, and there shall be such

readjustrnent of fulure cnsts and benefits as may be required on account’
of the loss of such title. |In the event of a dispute as to title as_
to any Royalty, \orking Interest or other interest subjeCt thereto,
payment or delivery on account thereof may be withheld wifhout
liability or Interest untll the dispute is finally .settled; provided
that, as to Sfate and Federal land or leases, no payment of. funds due
the State of New Mexico or the United States of America shali be with-
held, but such funds shall be deposited as directed by the Commissionar
or the Supervisor, to be held as unearned money pending final settle-
ment of‘the title dispute, and then applied as :earned orvreturned in
accordance with”such final settlement,

Unft Operator as such is relisved from any responsibiltity

for any“defec; or failure of any title hereunder.

30, SUB§EQU£NT JOIHDER. After the effective date of'this
\ . AR Y ".fz'x ’ - ,
Agreement, the”commftment of any in;?ﬁest In any Tract within the Unit

Area shall be upon such eqqltablé”te?msAas may be nggotiatéd“by Working

peo
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‘ . Interest Owners and the ovmer of such interest. After the effective
2 date hereof, Joinder by a Royalty Owner must be consented to in
writing by the Working Interest Owner committed hereto and res-~
ponsible for the payment cf any benefits that may accrue hereunder
In beﬁalf of such Royalty Interest. Jolnder by any Royalty Owner
at any time must be accompanied or preceded by appronrlate joinder
by the Owner of the corresponding Workina Interest in order for the
‘interest to be regarded as effectively committed. Joinder to the
Unit Agreement by a Working Interest Owner at any timz must be
accompanied by appropriate joinder to‘the Unit Operating Aqreement
in order for the interest to be regarded as commlttéﬁ'to this Unit

Agreement. Except as may otherwise herein be provided, subsequent

jolnders to this Agreement shall be effective as of the first day of
the month folibwlng the filing with ‘the Supervisor and Commissioner
of duly executed counterparts of all or any papers- necessary to

establish commitment of any Tract to this Agreement unless objectinn
to such Joinder 1s made within sixty (60) days by the Supervisor or

Commissioner.

31. COUNTERPARTS. This Agreement may be executed in any

humber of counterparts, no one of which needs to be executed by all
parties, or may be ratified or consented to by separate instrument
in writing specifically referring heréto and shall be bindina 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 regardless of whether or
not it is executed by all other partie; owniﬁg or claiming an Interest
in fhe lands’within the above-described Unit Area.

in the event any of the parties hereto ow;tboth Working =
‘Interests and Royalty_lnterests? as such interests are shown on
Exhibit 'B', it shall not be néceégary fdr sych part& to e*ecute

"this Agreement in both capacities in order to commit;both‘classes of

W

a
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i interest Execution hereof by dny such party 1n one canacity shall

e

also constitute ckecutldn in the othqr capacity, provided said party
also executes the Unit Operating Aqreement as a Working Interest Owner,
32 ROYALTY OWNERS TAXES. Each party hereto sha\l, for its own
account, render and pay Its share of any taxes Jevied against or
measured by the amount ar value of the G;itizcd Substances produced
from the Unitlzed Land; provided, however, that, if it is required
or If it be determined that the Unit Ooerator or the several YWorking

Interest Duneirs must pay or advance said taxes for the account of the

parties heretp, it Is hereby expressly aqreed that the parties so
paying or advancing said taxcs shall be reimbursed therefore by the j
parties hereto, including Royalty CQuners, who may be responsible for -
the taxes on their respective allccated share of sald Unitized Substances.

No taxes shall be charged to the United States, the State of Hew Mexico,

or to any lessor who has a contract with a lessee which requires his

lessee to pay such taxes.

33. HO PARTNERSHIP. It is expressly agreed that fhe relation
of the partles hereto Is that of Independent contractors and nothing
in thls Agreement ccntalned, expressed or implied, nor any operations
conducted hersunder, shall creéte or be deemed to have created a ) ;
nartnership or association between the parties hereto or any'of them,

34. BORDER ARREEMENTS. Unit Operator, with concurrence of
WOrking,interesf Owners'having a combined Unit Particication of sixty-
five (65%) percent or mofe, may, subject to approval of the Superviséf;
and Commissioner, enter into an aareement or agreements with the Working
Interest Owners of adjacent‘lands with respect to the operations designed
to increase ultimate recovery, cOnserve natural resources and;to protect
the pariies and interost. |

35. CORRECTIOMN OF ERRORS. 1t iéhhereby agreed by all parties

to thic Agreement that Unit Operator Is empowercd to correct any mathe-

matical or clerical errors whicﬁ‘may exist in the pertinent exhibits |




to this Aqreement; provided, however, that correctlion of any error
other thar mathematical or clerical shall be made by Unit Operator
"only after flrst having obtalned apprbval of YWorking Interest Owners,
the Commissioner and the Supervisor. |[f any such corrections are
made, Unlt Operator shall file the required number of coples of the
corrected pages of thls Agreement or of the Exhiblts herato with the
Supervisor and Commissloner, Unlt Operator shall also provide, In
conformance with Section 25, Notices, such corrected pages to the
parties hereto.

IN WITHESS WHEREOF, the parties hereto have caused thils
Agreement to be executed and have set opposfte thelr respective

names the date of executlon,

UNIT OPERATOR AND WORKING {NTEREST OWNER

Date:
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EXHIBIT "A"
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EXHIBIT ''BY
TO UNIT AGREEMENT FOR LANGLIE LYNN (OUEEN) UNIT, LEA COUNTY," NEW MEXICO

TRACT DESCRIPTION OF LAND NO. OF SERIAL NUMBER BASIC ROYALTY RECORD LESSEE OVERRIDING ROYALTY  WORKING INTEREST OWNER
NO. {ALL IN T-235, R-36E) ACRES AND EXP. DATE & PERCENTAGE AND PERCENTAGE AND PERCENTAGE | AND PERCENTASGE
H Sec. 26: NW/4, w/2 320.00 LC 020139(b} USA - A} J. Roger Lynn 25% None Amoco Prod. Co.
NE/&4, N/2 Sw/4 HBP (Sched. "D")  Patrick Lynn < 25% Atlantic Richfield Co.
_ William R, Lynn 25% Chevron OF1 Company
Est./Theresa M. Lynn 25% ~ Continental 01 Co.
i{a) Sec. 27: NE/h NE/b 40.00  1C 030139(b) USA - A1l J. Roger Lynn 25% None Amoco Prod. Co.
HBP 12,5% Patrick Lynn 25% Atlantic Richfield Co.
William R, Lynn 25% Chevron 011 Company
Est./Theresa M. Lynn - 25% Continental 011 Co.
2 Sec. 22: SE/A4 160.00 B-1167 State of New Shell 0il Company . None Shell 011 Company
. ; HBP . Mexico - Al T
3 Sec. 23: SW/4, W/2  240.00  8-1506 State of New Atlantic Richfleld Co. None " Atlantic Richfl&ld Co.
SE/S HBP Mexico - Al

- Clay Trusts
Margaret B. Clay
Management Trust Co.
~ Gackle Oh1 Co.

TWO FEDERAL TRACTS CONTAINING 360.00 ACRES, OR 47.37% OF THE UNIT AREA
TWQ STATE TRACTS CONTAINING 400.00 ACRES, OR 52.63% OF THE UNIT AREA

et




TRACT
NO.

1(a)

[a]

DESCRIPTION

EXHIBIT 'C"' TO UNIT AGREEMENT
LANGLIE LYNN (GUEEN) UNIT
LEA COUNTY, MNEW MEXICO

2

Section 26: NW/h, W/2 NE/L, /2 SW/b
Section 27: {'t/% HE/h

Section 22: SE/4

Section 23: SU/h, W/2 SE/4

PARTICIPATION
35.8320)
b, h05h7
19.58633
36.17619
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CONTINENTAL OIL COMPANY

; ¢ /’ Q
N/ LYNN B-1 NO, .8 |
{' . = { EL: 3386 D.F, 1/" ‘;; ;A Ry
NSM 3=11-72 ery
-
7 5/8" €SG @ 323' w/200 SX -
2" 1.D. TBG. (CORROSION RESISTANT INTERNAL LINED)
W/TENSION PKR, @ 3530'
/// S -~ g
{7 ;“ .
-
."__/ "‘,‘
-
3580-82, 3584-86, 3602-04, 3620-22',
3641-42, 3644-46, 3656-58, 3664-66,
: 3676-79, 3686-88, 3690-92', 3696-98"
- Ww/2 sp¥
4 1/2" ¢SG @ 3730' w/250 SX
D 3730!

NO REMEDIAL WORK DONE

LN E [ 5

; éi P NO. ‘E{ 4/? i
| e
: Crr20¢ o !

EXHIBIT NO. 4-A

PTRE




CONTINENTAL OII, COMPANY - o
LYNN B-1 NO. 9° L . N )/f, NEERPREIN
EL: 3374' DY SN AN A -

v

NSM 9-11-72 erw

7 5/8" ¢SG @ 302' w/200 SX

21 1,p. TBG. (CORROSION RESISTANT INTERNAL LINED)
2 W/TENSION PKR @ 3500' -

3550-52', 3558-60', 3569-71',
3584-86", 3620-22', 3634'-36',
3653-55' W/1 SPF ,

4 1/2" CSG. @ 3720' W/250 SX

T.D, 3720'

NO REMEDIAL WORK DONE.

EXHIBIT NO, 4-B




CONTINENTAL OII COMPANY .
LYNN B-1 NO, 10 P a /S e Ly,
EL: 3377' K.B. o ST e
NSM 9-11«72 erw

7 5/8" ¢SG @ 300' W/150 SX.

2" 1.D. TBG., (CORROSION RESISTANT INTERNAL LINED)
W/TENSION PKR, @ 3510' :

3560, 3564, 3580, 3601, 3611,
3618, 3630, 3642, 3661, 3673, -
3678, 3687' W/l SPF | ﬁ

4 172" ¢sG, @ 3725' wW/120 sX

™D {3725'
\ ‘ o Lt 1
f LRI .‘\?(f)-, ;y~ ( B ;

Qezaq \74.,9"‘0 f;

EXHIBIT NO. 4-C




CONTINENTAL OIL COMPANY o,
LYNN B-1 No, 11 AT L VR
EL: 3366' K.B. o

NSM 9~11-72 erw

7 5/8% ¢SG @ 315' W/250 SX

2" 1,0, TBG (CORROSION RESTSTANT INTERNAL
LINED W/TENSION PKR @ 3450’

- .
3503, 3523, 3534, 3536, 3571,
3590, 3608, 3613, 3630, 3637,
3645, 3659 w/l SPF

-

4 1/2" CsG @ 3725' w/225
™ 3725°'

\,

UL COMTER AT £ e
DRI NO. D]

NSENG. BE 39 YWeyy
Suoealno0 .(bboco T :
e L Ot (/ /9 73, L. - ‘ o ;
EXHIBIT NO. 4-D




CONTINENTAL O1I, COMPANY
LYNN B-1 NO, 12 ’
EL: 3355' Kch ;

NSM 9-11-72 erw
{75

7 5/8" cSG @ 300' wW/312 sx.

2" 1,D. TBG (CORROSTION RESISTANT INTERNAL
LINED W/TENSION PKR @ 3450'

3504, 3532, 3543, 3548, 3559, 3564, 3574,
3582, 3595, 3619, 3627, 3641, w/l JSPF

4 1/2" ¢SG @ 3675 W/200 SX

“T,D. 3675'
‘\,i\\‘, ,_‘.‘A." ‘;" R St e iy b i‘
{
U NO, A~
NS qggfﬁyqu_wﬁ,,'
S h : (Oncvco TR
s D Do, R AL S J

WO S

EXHIBIT NO, 4-E




CONTINENTAL OTIL COMPANY , ,
I‘YNN B-l NO' 15 b - & ' ’V /‘f /A f{ ’ /ﬁl,r” )
EL: 3372' K.B oy S e B

NSM 9-11«72 erw

7 5/8" ¢SG., @ 312' W/98 SX.

2" 1,D, TBG (CORROSION RESISTANT INTERNAL
LINED W/TENSION PKR @ 3490!

~ 3540, 3555, 3589, 3625,
3652, 3664, 3671 3681

4 1/2" C€SG @ 3710 w/100 SX.
T.D, 3710°

NO REMEDIAL WORK DONE,

CUPCng LA NG

O COHSERVATIO D Tl
R Tt NO. &~

Ao, BEFa-$Lyo

i O [nnoco

v Ot Y, 197

EXHIBIT NO, 4-F




GACKLE 011 COMPANY
Sinclair A" State No. 3

EL: 3380' D.F. T ey
7 . v : ’ ,/ OO -

e .
[ Y _;'_»,:),‘.,|

NSM 9~11~72 erw

8 5/8" CSG @ 241' W/200 SX

2" 1.D. TBG. (corrosion resistent
{nternal lined) W/TENSION PKR @ 3480'

- 3536-44", 3571-84', 3602-10',
3613-24', 3648-58, 3660-64',
3668'-72" :

-
PB 3760"
4 1/2" cSG @ 3790' wW/1100 SX.
TD 3790"

v ¥ b d e v, -

R Comoce
Fredinne Do @ o '
¢ - ¢
T . ’\‘ g’ /9 7 ‘k

EXHIBIT NO., 4-G

ANy,




GACKLE OTI COMPANY
Sinclair "A" State No. 7
BL: 3385' DG'FQ

/ : .
L . et t

_NSM 9-11-72 exrw

8 5/8" CSG @ 250' W/150 SX.

2" 1,D, TBG (CORROSION RESISTANT INTERNAL
LINED) W/TENSION PKR @ 3500

3550, 3555, 3568, 3576, 3581, 3586,
3594, 3601, 3611

PB 3704
4 1/2" CSG @ 3728' W/1400 sX
D 3728'
BT A %
PV COHNS TR i 5 §
EYHIBIT NO. 4/ /7{___ é
\/* F NGO "{e( S22 43) Yo :
SuLranted by Comoco :

Headnn Dt Oc £ o /1973

PRTIPNC RN

EXHIBIT NO, 4-li




!

“[1 3659, 3071, 3575, 3684, 3685
3693, 3700, 3704, 3705, 3713,
3715, 3717, 3721, 3722, 3723,

3731, 3735, 3734"

SQUEEZED 3770 3793

‘ ‘ ieasing Lais

PB 3799'

TD 3800' 4 1/2" ¢SG @ 3800' W/200 SX.

TR IR AN Pt

Ol CONSTEV

N To N S A

7 5/8" CSG. @ 307" W/225 SX.

el
)

S NO. HE3F-H8HO

‘4'-".';!':".:?‘.'1:'-‘:»
St oSy 111~

[P N T

v Con */nenlal ‘0:‘1 Co

SHELI, O1I. COMPANY
STATE "JK" NO, 4

Sec., 22, T-235, R-36E
Elev: 3400' D,F.

NSHM 9«17«72 crw

/' oAd | AR T A b
PO S N SR A

i K B4 ’

2" 1,D, TBG., (CORROSION RESISTANT INTERNAL LINED)
W/TENSION PKR @ 3600'

EXHIBIT NO. 4-1




RESERVOIR DATA & VOLUMETRIC RESERVE CALCULATIONS

Primary Area (Ap) 760 acres
Floodable Arca (Auf) . 530 acres
porosity (9) 18.2%

“Ave rage HEP (h) 6.5 feet
Water Saturation (Sw) 35.7%
initial 0il Formatlon Volume Factor (8o1) 1.23
Waterflood Formation Volume Factor (Bowf) 1.09
Sweep gfficiency (S.E.) 70%

633,000 BO

Est Imated Total Primary Production (Np)

initial 0i1-in-place (N) = (775 58) (#) (h) (Ap)(l -Sw) (1/867) ‘
= T ) 85 (675) (760) 643 (1/1.23)

ﬁ 3, 6&6 000 80

Primary Recovery Percent = (Np /N)(IO 0)
o= (633 060/3 ,646,000) (100)
= 17.4%
01} Saturation at Start of Flood (Sowf) = (l No/N) (Bowf / i) (1-s,,) (100)
- (.828)(.886) (.6 24} tioo
= 47 1%
Secondary 011 to be Recovered (Nwf) = (7758)(¢)(h)(AWf) Sow Y(s.E.){1/8 t
. - (1758 () () G387 -~ 300) (. 70T 14 /1 .09)
= 534,000 BO
secondary Percent of Primary = (N, /Np)(l
- (53h,000/633, ) 200y (100)
= 84,43
secondary Percent of Inittal 0i1=in-place = by {100)
= (534,000 6146,000)(100)

= 14.6%
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CASE No. 4840

/_ gt Mder N, R—»_,(/ 7/2,

i JRg e kel L

e ey e }
APPLUCATION OF CONTINENTAL..QIL COMPANY. ... . o 7

FOR A WATERFLOOD FEOJECT, _  LEA __ COUNTY, I
NEW MEXICO. , oo : -
. - /{
OKDER_OF THE (OMM.SS8.ON
BY THE COMMISSION :
This cause came on for hearing at 9 a.m. on _ October 4 , 1972

at Santa Fe, New Mexico, before Examiner  °

e KWy s . Al . S

‘Richard=E-Stafe®s oo ~

~ NOW, on this____~~~ day of _October , 1942 , the Commission, a
gquorum being present, having considered the testimony, the record.
and the recommendations of the Examiner, and bheing fully advised

in the premises,

FINDS:

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

{2} That the applicant, ___Continental.0il Company. . . ..

s?ks authprity to institute a vaterfloed project in the _m
- o ( 9! Y ) i .

Uriit Area, Langlie-Mattix .. . Pool,

A U S e L K 2 o % £ B M e e T R e it

by the injection of water into the Seven Rivers and Queen gormation S

Pt ¢ ! P i A % L ¥ TR S T2

- through ___nine ‘injection wells in Sectios 22, 23, 26 and 27 ,

- T S 3 o et sy et ot ¢ MR ¥ ¢

Township_ 23 H3¥¥et, south, Range 36

R e L T L T R 3 -, L .y

Mt , East,

NmMpM,  Lea County, New Mexico..

B e

3!  That tre welis in the project area are in an advanced
state of depietion and should properiy be classified as “stripper”

wells.

‘4 That the proposed waterfiond projiect sroclid result in
the recovery of otherwise imnreccorerable oil, thereby preventing

waste,




(5) That the subject application should be approved and

the project should ke governed by the provisions of Rules 701,

702, and 703 of the Commission Rules and Regulations,

IT IS THEREFORE ORDERED:

(1) That the applicant, Continental 0il Company

is hereby authorized o institute a waterflood project in the

%&/ Unit Area, Langlie-Mattix Pool,
Queen

by the injection of water into the Seven Rivers and /  formationS

through the following-described wells in Township_ 23

N8E£EK, south, Range__36 W88€, East, NMpM, _ . Lea

County, New Mexico:

MM% AL I weny- O~ 2
‘ %M» v dldl7-0 - =2 3
“AMAwst .3 L — 23
a,,zz..,z,ﬂaw .{?M B-1wett i —4 - 2 6
aWM&./%é,,\ezwm 2 -6 - 2 6
,,Wa&a% Bl s Nl - R~ — Z 6

égn/£;mm¢£ZM&49£z“7ﬂx? s-) wae Mo, /0 - E - Z ¢
% . B-) watds 7 — B - 26
B-lyett 40 - A - 27

W%

-

(3) That;monthly progress reports of the waterflédd project
he:ein authorized shali be submitted to the Commission in accor-
“'dance with Rules 704 and 1120 of the Commission Rules and Regula-
tions. -' ’ 5

(4)¢Th§t jurisdiction of thié cause isvretained for the

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

’ DONE' at Santa Fe, New Mexico, on the day and year hereinapove
designated.
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