CASE 5132: Appli. of AMERICAN
_ QUASAR PETROLEUM FOR APPROVAL OF
) THE WHITE CITY UNIT AGREEMENT.
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United States Department of the Ir_xggr}qr_ -

l.r‘:.‘ ';!r’_‘;(, ' ‘\"(‘ 1‘:',_
GEOLOGICAL SURVEY (e WL ‘m
Iy R
Drawer 1857 Vg IESTIE %\lﬂ
Roswell, New Mexico 88201 C_Mxﬂw..v.”,_ _FE”
GiL CONSEAVATION COMIA
Decembersdds t

Mx. J. T. Dickerson

Attorney—at-Law
1209 Westexn United Life Building

Midland, Texas 79701

DPear Mr. Dickerson:

The White City unit ag) ement, Eddy County, New Mexico, filed by you in
pehalf of Amerxrican Quasar Petrolieum Company of New Mexico, wes approved

a1r Ve

on December 28, 1973. This agreement has been assigned No. 14-08-0001-
13812 and is effective as of December 28, 1973.

Enclosed are two copies of the approved unit agreement. We request that
you furnish the CommissioneX of Public Lands, the 0i1l Conservation
Commission both of the gtate of New Mexico and all other interested
principals with appropriate evidence of this approval.

gincerely yours,

CARL C. TRAYWIC
Acting Area oil and Gas SupexvisoY




J. T. DICKERSON
LAND, LEASE AND UNIT SPECIALIST
3519 STANOLIND OR 1209 WESTERN UNITED LIFE BUILBING
MIDLAND, TEXAS 79701

915 682—1438 OFFICE December 31, 1973 915 694—-2979 HOME

Mr. A, L. Porter, Jr.
0Oil Conservation Commission
State of New Mexico
P. O. Box 2088
Santa Fe, New Mexico 87501
Re: White City Unit
Eddy County, New Mexico

Dear Mr. Porter:

Enciosed for your files is a copy of U, S. G. S. approval of the above
Unit, effective as of December 28, 1973, A copy of the Commissioner
of Public Lands' December 26, 1973, approval was heretofore furnished
you,

Application for O, C. C. approval was filed by Mr, Clarence Hinkle
_ ' on or about December 10, 1973 and we understand that it has been
; placed on the Examiner's docket for January 30,

Yours <very truly,
@,

v : d J. T. Dickerson
JTD/jw

Enclosure




United States Department of the Interior

’ ;o)
GEOLOGICAL SURVEY oo s 2

ST PR TR Orxawer 1257
HE I ' .k Jo:well, iew tiexico 88201

SR o Deceuber 23, 1973

Mr. J. T. Dickerson
Attornay-at-Lav

120% Western Umited Life Buillding
Midland, Texas 79701

Dear . Dickerson:

The White City uait azreement, Eddy County, ilew Mexico, filed by you in
bohelf of American Quasar Petroleum Company of Mew Mexicc, was approved
on December 28, 1973. This agreement has been aseigmed No. 14-08-U001-
13812 ! (s effective ag of Decesber 28, 1973,

Enciosed mre two copiss cf the spproved unit asveement, We raguzst that
you fuznish thea Commissicner of Public Lands, th- 0il Comemtion
Commisgion both of the State of Hew lMexico amd all other interested

principals with approprizste evidence of this approwal.

Sincerely yours,

CARL C, IRAYWICK
Actiag Area Oil aud 3as Supervisor

cc:

Artesia (w/cy appln)

gea Geologist, Roswell (ltr only)

[ ,» Santa Fe (ltr only)

Com. Pub. Lands, Santa Fe (lir only)

JAGillham:ds




RS

/ S

\
K‘, -t

505-827-2763

*‘Vw e

Commussioner of Riblic Lands

ALEX J. ARMIJO December 26, 1973
COMMISSIONER

P. O, BOX 1148
SANTA FE, NEW MEXICO

Mr. J. T. Dickerson
Attermay~-at~lav

1209 Western Unfted Life Building
Wilowd, Temas 79701

Re: Apericsn Guasar Petrolsum Cowpany's
White City Uait

Eddy Coumty, New Maxico
Dear ¥r. Dickersom:

The Commissioner of Public lands has this dste approved American
Quesar Petroleum Company's, White City Unit, Eddy County, Mew Mexico.
This spproval {s subjfect to like approwal by the United Statss Geological
Survay and the 01l Censervaticn Comaission.

inclosed are five (5) Cartificates of spprowal.

Floase #dvise¢ this office when tha United Ststes Ceological Survey
has approved this unit so that we amy fimish processing the unit and
ascartain the effective date.

Your Kighty ($80.00) Dollav filing fee has been recaivad.
Very truly yours,

RAY D, GRAHAM, Director

Cil and Gas Departaent
AJA/RDG/»

encls. : -
est 0CC-Sante Yo, Maw no:ico/
UsCS-Rosweii, Bew Heaico




BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

APPLICATION OF AMERICAN QUASAR
PETROLEUM CO. OF NEW MEXICO FOR
APPROVAL OF THE UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE WHITE CITY UNIT AREA
EMBRACING 5,119.96 ACRES IN

TOWNSHIP 25 SOUTH, RANGE;25 .. 7 ( LT e DT
EAST, N.M.P.M. EDDY COUNTY, NEW
MEXICO.

0il Conservation Commission
Box 2088
Santa Fe, New Mexico 87501

Comes American Quasar Petroleum Co. of New Mexico, acting
by and through the undersigned attorneys, and hereby makes appli-
cation for approval of the Unit Agreement for the Development and
Operation of the White City Unit Area embracing 5,119.96 acres in
Township 25 South, Range 25 East, N.M.P.M. Eddy County, New Mexico,
hereby files three copies of the proposed unit agreement, and in
support thereof respectfully shows:

1. The proposed unit area is comprised of 4,120 acres, or
80.47% of federal lands, 640.56 acres, or 12.51% of state lands,
and 359.40 acres, or 7.02% of fee or privately owned lands, con-
taining in all 5,119.96 acres. There is attached hereto, made a
part hereof and for purposes of identification marked Exhibit "A",
a plat of the proposed unit area showing the ownership of all oil
and gas leasehold interests within the proposed urnit area.

2. The proposed unit agreement is inr substantially the
same form as unit agreement heretcofore approved by the Commission
where federal, state and fee lands are involved.

3. The proposed unit area has been informally approved by
the United States Geological Survey and the Commissioner of Public
Lands of the State of New Mexico as an area suitable and proper for
unitization.




4. It is believed that the proposed unit area covers all,
or substantially all, of the geological feature or anomaly involved.
Applicant is designated as the unit operator and the unit &agreement
provides that the unit operator will commence a well within 6 months
from the effective date of the unit and drill the same with due
diligence to a depth sufficient to test the base of the Morrow forma-
tion, but will not be required to drill a well in excess of 11,700
feet.

S. It is anticipated that 100% of the wonrking interest owners
as shown on Exhibit "B" attached to the unit agreement will commit
their respective interests to the unit.

6. Applicant believes that approval of the unit agreement
will be in the interest of conservation, the prevention of waste
and will tend to protect correlative rights.

7. Applicant requests that this matter be set for hearing

1TQ7A
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Respectfully submitted,

AMER QUASAR PETROLEUM CO. OF NEW MEXICO

? Roswell, New Mexicoc 88201
Attorneys for Applicant




BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

APPLICATION OF AMERICAN QUASAR
PETROLEUM CO. OF NEW MEXICO FOR
APPROVAL OF THE UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE WHITE CITY UNIT AREA
EMBRACING 5,119.96 ACRES IN
TOWNSHIP 25 SOUTH, RANGE 25

EAST, N.M.P.M. EDDY COUNTY, NEW
MEXICO.

(Lrtr e

0il Conservation Commission
Box 2088
Santa Fe, New Mexico 87501

Comes American Quasar Petroleum Co. of New Mexico, acting
by and through the undérsigned attorneys, and hereby makes appli-
cation for approval of the Unit Agreement for the Development and
Operation of the White City Unit Area embracing 5,119.96 acres in
Towvnship 25 South, Range 25 East, N.M.P.M. Eddy County, New Mexico,
hereby files three copies of the proposed unit agreement, and in
support thereof respectfully shows:

1. The proposed unit area is comprised of 4,120 acres, or
80.47% of iederal lands, 640.56 acres, or 12.51% of state .lands,
and 359.40 acres, or 7.02% of fee or privately owned lands, con-
taining in all 5,119.96 acres. There is attached hereto, made a
part hereof and for purposes of identification marked Exhibit "AY,
a plat of the proposed unit area showing the ownership of all oil
and gas leasehold interests within the proposed unit area.

2. The proposed unit agreement is in substantially the
same form as unit agreement heretofore approved by the Commission
where federal, state and fee lands are involved.

3. The proposed unit area has been informally approved by
the Inited States Geoloyical sSurvey and the Commissioner of Public
Lands of the State of New Mexico as an area suitable and proper for

unitization.




et e e —

4. It is believed that the proposed unit area covers all,
or substantially all, of the geological feature or anomaly involved.
dpplicant is designated as the unit operator and the unit agreement
provides that the unit operator will commence a well within 6 months
from the effective date of the unit and drill the same with due
diligence to a depth sufficient to test the base of the Morrow forma-
tion, but will not be reguired to drill a well in excess of 11,700
feet.

5. It is anticipated that 100% of the working interest owners

as shown on Exhibit "B" attached to the unit agreement will commit
their respective interests to the unit.

6. Applicant believes that approval of the unit agreement
will be in the interest of conservation, the prevention of waste
and will tend to protect correlative rights.

7. Applicant requests that this matter be set for hearing
before an examiner in January, 1974.

Respectfully submitted,

AME?%\}\QUASAR PETROLEUM CO. OF NEW MEXICO
By tiJ\xJ\Lak:E?i%igibd

HINKLE, BONDURANT,!COX & EATON
P.0{ Box 10

Roswell, New Mexico 88201
Attorneys for Applicant




BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

APPLICATION OF AMERICAN QUASAR

PETROLEUM CO. OF NEW MEXICO FOR o R I
APPROVAL OF THE UNIT AGREEMENT N
FOR THE DEVELOPMENT AND OPERATION

OF THE WHITE CITY UNIT AREA

EMBRACING 5,119.96 ACRES IN

TOWNSHIP 25 SOUTH, RANGE 25

EAST, N.M.P.M. EDDY COUNTY, NEW

MEXICO. ' ‘

0il Conservation Commission
Box 2088

Santa Fe, New Mexico 87501

Comes American Quasar Petroleum Co. of New Mexico, acting
by and through the undersigned attorneys, and hereby makes appli-
cation for approval of the Unit Agreement for the Development and
Operation of the White City Unit Area embracing 5,119.96 acres in
Township 25 South, Range 25 East, N.M.P.M. Eddy County, New Mexico,
hereby files three copies of the proposed unit agreement, and in
support thereof respectfully shows:

1. The proposed unit area is comprised of 4,120 acres, or
80.47% of federal lands, 640.56 acres, cr 12.51% of state lands,
and 359.40 acres, or 7.02% of fee or privately owned lands, con-
taining in all 5,119.96 acres. There is attached hereto, made a
part hereof and for purposes of identification marked Exhibit "A",
a plat cf the proposed unit area showing the ownership of all oil
and gas leasehold interests within the proposed unit area.

2. The proposed unit agreement is in substantially the
same form as unit agreement heretofore approved by the Commission
where federal, state and fee lands are involved.

3. The nronosed unit zrcea has bean informaily approved by
the United States Geological Survey and the Commissioner of Public
Lands of the State of New Mexico as an area suitable and proper for
unitization.




4. It is believed that the proposed unit area covers all,
or substantially all, of the geological feature or anomaly involved.
Applicant is designated as the unit operator and the unit agreement
provides that the unit operator will commence a well within 6 months
from the effective date of the unit and drill the same with due
diligence to a depth sufficient to test the base of the Morrow forma-
tion, but will not be reguired to drill a well in excess of 11,700
feet,

5. It is anticipated that 100% of the working interest owners
as shown on Exhibit "B" attached to the unit agreement will commit
their respective interests to the unit.

6. Applicant believes that approval of the unit agreement
will be in the interest of conservation, the prevention of waste
and will tend to protect correlative rights.

7. Applicant requests that this matter be set for hearing
before an examiner in January, 1974,

Respectfully submitted,
AMER QUASAR PETROLEUM CO. OF NEW MEXICO

LE, BONDURANT, {COX & EATON

Roswell, New Mexico 88201
Attorneys for Applicant



1. R TRUJILLO

OIL CONSERVATION COMMISSION CHAIRMAN
LAND COMMISSIONER
STATE OF NEW MEXICO ALEX J. ARMLJO

P. 0. BOX 2088 - SANTA FE
87501

MEMBER

STATE GEOLOGIST
A. L. PORTER, JR.
SECRETARY - DIRECTCR

February 13, 1974

Re: CASE NO. 8132
Mr. Clarence Hinkle ORDER NO. R=4720
Hinkle, Bondurant, Cox & Eaton
Attornays at Law Applicant:
Post Office Box 10
Roswell, New Mexicc 38201 American Quasar Petroleum
Deaxr Sir:

Enclosed herewith are two copies of the above-referenced
Commission order recently entered in the subject case.

Very truly yours,

v 2208 G, CA

A. L. PORTER, Jr.
Secretary-Director

ALP/ir

Copy of order also sent to:

Hobbs OCC X
Artesia OCC x
Aztec OCC ’

Other Unit Division - State Land Office
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ALEX J. ARMIJO
COMM!SSIONER

American Quasar Petroleum Company

606 Vaughn puilding
Midland, Texas 79701

Re: Termiunation of th

ATTENTION: Mr. Howard P. Bradford

Centlemen:

We are in receipt o%
with your application whereb
Agreement, Eddy County, New Mexico.

As per Secti
public Lands has t
the White City Unit,
Geological Surveye.

his approval t

his date given
ijke approval b

subject to

Enclosed is one Certificate o

gending a copy of this letter 2as we
approval to the United States Geologi

advise this offt

Please
sing the termination.

finish proces

£ your letter datcd March 2
y you wish to terminate

on 20 (d) of the unit agreement, th

f Approval for your
11 as a copy of the
cal Survey .

jce when the USGS approves

‘ TELE PHONE

505-827-2748
.
: :-’ N L. Ty

i~ . P, O, BOX 1148

SANTA FE, NEW MEXICO
e White City Unit
Eddy County, New Mexico

2, 1974, together

city Unit

the whiite Ui

e Commissioner of
o the termination of
y the United States

files. We are
certificate of

so that we may

Very truly yours,

RAY D. GRAHAM, Director
0il and Gas Department

AJA/RDG/s

encls.

cc: uecs-Roswell, New Mexico(cpy of 1tr. and Certificate)
ocC- Santa Fe, New Mexico{cpy of 1itt. ©
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WHITE CITY UNIT /EXPLORATORY)

Unit Name Q\

Operator  AMERICAN QUASAR PETROLEUM COMPANY m. %

OO.CH.:U..W EDDY \\ - R bl

O/ 2
DATE OCC CASE NO. 5132 EFFECTIVE TOTAL . S ECRECATION
APPRQVED QCC ORDER NQ. R=4720 DATE ACREAGE STATE FEDERAIL ENRLAR-FEE CLAUSE TERM
Commissioner 2-13-74 :
12-26-73 12-28-73 5,119.96 640.56 4,120,00 359.40 Yes Syrs.
UNIT AREA
TOWNSHIP 25 SOUTH, RANGE 25 EAST, NMPM
Section 1: All ,
Section 2: All o w
Section 11: All L.,.. ,.w.\ .
Section 12; All : . _,H,w,r,_._. P
Section 13: All .o
Section 1l4: All . e
S0 .1,.,.}.\“.* a AC—

TOWNSHIP 25 South, Renge 26 East, NMPM o 90 .v.m
Section 6: All % U\ % s .
Section 7: All

R




WHITE CITY UNIT (EXPLORATORY )

- Unit Name
Cperator AMERICAN QUASAR PERROLEUM COMPANY
County Eddy
STATE LEASE INSTI- RATIFLED ACREAGE
TRACT NO. NO. TUTION SEC.. TWP, RGE, SUBSECTION DATE ACRES - NOT
RATIFIE LESSEE

10 K-6601-2 C.S. 2 258 25E Lots 1, 2, 3, &4, SE/4NW /4, 12-2-73 520,56 Sun 0il Company

S/2NE/4, NE/4SW/4, S/25W/4, ,

N/2SE/&4, SE/4SE/4
11. 1G-619 c.S. 2 258 25E SW/GNW/&4, WH/4SW/4,SW/4SE/G 12-19-73 120.00 Superior 0il Company




. Unit Name WHITE CITY UNIT (EXPLORATORY) Q e &
Operator AMERICAN QUASAR PETROLEUM COMPANY
County EDDY LT
!

DATE Oon.n>mm NO. 5132 EFFECTIVE LOTAL SEGREGATION
SAPPROQVED ~ ~~ OGC ORDER NO, R=4720 DATE ACREAGE STATE FEDERAL EXDLAN-FEE CLAUSE TERM
Commissioner 2-13=74

12-26-73 12-~28~73 5,119.96 640.56 4,120,.00 359.40 Yes Syrs. -

"UNIT ARFA

TOWNSHIP 25 SOUTH, RANGE 25 EAST, NMPM

Section 1: All
Section 2: All
Section 11: All
Section 12: All
Section 13: All
Section 14: All

TOWNSHIP 25 South, Range 26 East, NMPM
Section 6: All
Section 7: All




WHITE CITY UNIT (EXPLORATORY)

Unit Name
Operator AMERICAN QUASAR PERROLEUM COMPANY
County Eddy
STATE LEASE INSTI- RATIZIED ACREAGE
TRACT NO, NO. TUTION SEC.” TWP. RGE, SUBSECTION DATE ACRES NOT
RATIFIED LESSEE
10 K-6601-2 C.S. 2 258 25E Lots 1, 2, 3, &4, SE/4NW/4, 12-2-73 520.5%6 Sun 0il Company
S/2NE/4, NE/4SW/G, S/25W/4,
N/2SE/4, SE/4SE/4
11. LG-61¢9 C.S. 2 258 25E SW/LWW/4, NW/4SW/4,SW/LSE/G 12-19-73 120.00 Superior Oil Company




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO i

IN THE MATTER OF THE HEARING
CALLED BY TIIE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5132
Order No. R~4720

APPLICATION OF AMERICAN QUASAR
PETROLEUM COMPANY OF NEW MEXICO

FOR APPROVAL OF THE WHITE CITY

UNIT AGREEMENT, EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on January 30, 1974,
at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, con this i13th day of February, 1974, the Commission,
a quorum being present, hawving considered the testimony, the
record, and the recommendations of the Examiner, and being fully
advised in the premises,

FINDS:
§
§

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

(2) That the applicant, American Quasar Petroleum Company
of New Mexico, seeks approval of the White City Unit Agreement
covering 5,120 acres, more or less, of State, Federal and Fee
lands described as follows:

EDDY COUNTY, NEW MEXICO
TOWNSHIP 25 SOUTH, RANGE 25 EAST, NMPM
Sections 1 and 2: All
Sections 11 through 14: BAll

TOWNSHIP 25 SOUTH, RANGE 26 EAST, NMPM
Sections 6 and 7: All

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

IT IS THEREFCRE ORDERED:

(1} That the White City Unit Agreement is herebv approved,

{2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in




—r—

: -2‘ i
 CASE NO. 5132
. Ordexr No. R-4720 :

i termination.

principle as a proper conservation measure; provided, howevar,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relingquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and development of any
lands committed to the unit and production of oil or gas therefrom|

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the event
of subsequent joinder by any party or expansion or contraction of
the urit area, the unit operator shall file with the Commission
within 30 @ys thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or
ratified.

(4) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for tne
State of New Mexlico and the Director of the United States Geologi-
cal Survey; that this order shall terminate ipso facto upon the
termination of said unit agreement; and that the last unit operator
shall notify the Commission immediately in writing of such

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

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

I. R. TRUJILLO, Chairman

Y »
) ...

T s

e

o ,;‘5‘-7” L
O G

-

IJ0, Member

NSz f

A. L. PORTER, JR., Menffer & Secretary




X ’ GOORS, SINGER & BROULLIRE

! Attorneys and Counselors at Law

HENRY G. COORS5, 1 SuITE HIOO TECEPHONE 243-3547
; ROBFRT N. SINGER AMERICAN BANK OF COMMERCE BUILDING AREA CODE 505
| Peter J. BROULLIRE 1 200 LOMAS BOULEVARD, N.W.

ROBERT H. BORKENRAGEN ALBUQUERQUE, NEwW MEXico 87102

January 21,1974

Honorable I.R. Trujillo

Chairman

0il Conservation Commissicn of the
State of New Mexico i S
Santa Fe, New Mexico 87501 T e

Re: [ Case No. 5132'? Tenis b

. _—

Dear Mr. Chairman:

The above referred to case was reset to be heard on
Wednesday, Januwary 30, 1974, at 9 a.m. At the previous
hearing on January 3, 1974, I represented Mr. Michael
P. Grace in his objection to the application for a

unit agreement on the land involved. The objection

at that time was toc the lack of designation of the
sections of land involved in this pxéposed unit
agreement.

Mr. Grace has some land in that area, but cannot
determine whether or not any of his land is involved
in the application for a unit agreement.

If your office would kindly notify me of the sections
involved in this proposed unit agreement, it would
greatly help us in determining whether or not we are
opposed to the granting of a unit agreement.

Thank you very much for your kind and considerate
cooperation in this matter.

Sincerely,

/////l'Qkfzfiro'kffégi;w\\_;/

s
(4

H. Borkengggeﬁ

cc: HMichacl P. Grace




Law OFFICES
CLARENCE E HINKLE HINKLE, BONDURANT, COX & EATON TELERHONE (505 622-6510

W E BONDURANT, JR.
LEWIS C. COX UR.
PAUL W EATON,UR. PosT OFFICE BOX 1O

CQONRAD E.COFFIELD

HAROLD L.HENSLEY, JR. RosweELL,NEW MEXICO 8820I

S5TUART O, SHANOR MIDLAND , TEXAS OFFICE
i C.O.MARTIN 52i MIDLAND TOWER

PAUL J. KELLY, JR. December 6, 1973 (915) 683-4691

ANDRLvAR N

SO0 HINKLE BUILDING

: S o S S
0il Conservation Commission EET R e -
Box 2088
Santa Fe, New Mexico 87501

Gentlemen:

s We enclose herewith in triplicate application
of American Quasar Petroleum Co. of New Mexico for
approval of the White City Unit Agreement, together
with 3 copies of the proposed form of unit agreement.
We would appreciate Laving this matter set down for
hearing at an examiner's hearing in January, 1974,

Yours very truly,

HINKLE, BONDURANT, COX & EATON

By z [) (‘L-/L‘xm—/t.-éfx./ é - 7;42-.,4{,6 o

CEH:cs 6,4
; Enc.
L | OOOKET MANED
-,
SCOTKET mMAILED . /RT3




DOCKET: EXAMINER HEARING - WEDNESDAY - JANUARY 30, 1974

J . 9 A.M, - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
[ ____STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S. Nutter, Examincr, or Richard L.
Stamets, Alternate Examiner:

CASE 5153: In the matter of the hearing called by the 0il Comservation Commission
on its own motion to consider the amendment of Commission Form C-113,
Refiner's Monthly Report.

CASE 5154: In the matter of the hearing called by the 011l Conservation Commission
on its own moilon, at the recommendation of the Commission's "Pictured
Cliffs Gas Proration Committee," to consider the amendment of Com-
mission Order No. R-1670 for the purpose of elimination of gas
prorationing in the Aztec~Pictured Cliffs, Ballard-Picvured Cliffs,
Fulcher Kutz-Pictured Cliffs, and West Kutz~Pictured Cliffs Gas Pools
in San Juan, Rio Arriba, and Sandoval Counties, New Mexico.

CASE 5128: (Continued from the January 3, 1974, Examiner Hearing)

Application of Gulf 011 Corporation for a non~standard gas proration
unit and simultaneous dedication, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks approval for a 160-acre non-standard
gas proration unit comprising the NE/4 SW/4 and W/2 SE/4 of Section 28
and the NW/4 NE/4 of Section 33, both in Township 21 South, Range 37
East, Blinebry Gas Pocl, Lea County, New Mexico, to be simultaneously
dedicated to its J. N. Carson Wells Nos. 4 and 9 located in Units O and
K, respectively, of Section 28.

CASE 5132: (Continued from the January 3, 1974, Examiner Hearing)

mit sgreement, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks approval of the White City Unit Area comprising
5,120 acres, more or less, of Federal, State and fee landes in Township
25 South, Ranges 25 and 26 East, Eddy County, New Mexico.

» ) : Application of American Quasar Petroleum Company of New Mexico for a

CASE 5155: Application of Harding 01l Company for directional drilling, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks to
re—enter an existing well, the surface location of which is 2310
feet from the South line and 1650 feet from the West line of Section 34,
Township 13 South, Range 32 East, “{jacent to the old Gross-Devonian
Pool, Lea County, New Mexico, and to directionally drill said well
in such a manner as to bottom the well in the Devonian formation
within 100 feet of a point 430 feet South 60 degrees West of the

L surface location.




Examineyr Ho

CASE 5156:

CASE 5159:

CASE 5160:

CASE 5161:

CASE 5144:

aring - wWednesday - Jaunuary 30, 1974 Docket No. 3-74

D

Application of Franklin, Aston & Falr for pool creation and special
pool rules, Eddy County, New Mexico. Applicant, in the above-stylied
cause, seeks the creation of a new gas pool for Morrow production

for its Mcintyre Well No., 6-A located in “nit 0 of Section 20,
Township 17 South, Range 30 East, Eddy County, New Mexico, and for
the promulgation of special peol rules therefor including a provision
for 640-acre spacing.

Application of Petroleum Reserve Corporation for a unit agreement,
Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
approval for the Wood Canyon Unit Area comprising 2,560 acres, more
or less, of Federal and fee lands in Township 24 South, Range 25
East, Eddy County, New Mexico.

Application of Randolph M. Richardson for a unit agreement, Eddy and
Chaves Counties, New Mexico. Applicant, in the above-styled cause,
seeks approval for the West Hope Unit Area comprising 13,448 acres,
more or less, of Federal, State and Fee lands in Townships 17 and 18
South, Ranges 20 and 21 East, Eddy and Chaves Countles, New Mexico.

Application of Depco, Ine. for a unit agreement, Eddy County, New

Mexico. Applicant, in the above-styled cause, seeks approval for its
Northwest Artesia Unit Area comprising 640 acres, more or less of

State lands in Sections 31 and 32, Township 17 South, Range 28 East,

and Section 6, Township 18 South, Range 28 East, Eddy County, New Mexico.

(Continued and Readvertised)

CASE 5162:

CASE 5163:

Application of Depco, Inc. for a waterflood project, Eddy County, New
Mexico. Applicant, in the above-styled cause, seeks authority to
institute a waterflood project by the injection of water into the
Grayburg-San Andres formation through six wells located in its
Northwest Artesia Unit Area, Artesia Pool, Eddy County, New Mexico.

Application of Western 0il Producers, Inc. for an unorthodox gas well
location, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks autherity to drill an undesignated Morrow gas well at an
unorthodox location 1980 feet from the South line and 660 feet from
the East line of Section 34, Township 17 South, Range 26 East, Eddy
County, New Mexico, the S/2 of said Section 34 to be dedicated to the
well.

Application of Western 011l Producers, Inc. for an unorthodox gas well
location, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks authority to drill an undesignated Morrow gas well at

an unorthodox loceation 660 feet from the South and East lines of
Section 27, Township 17 South, Range 26 East, Eddy County, New Mexico,
the S/2 of said Section 27 to be dedicated to the well. As an alterna-
tive, applicant seeks approval for a location 1980 feet from the South
line and 660 feet from the East line of said Section 27.
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Application of Cities Service 0il Company far compulsory pooling,
Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
an order pooling all mineral interests In the Pennsylvanlan formation
underlying the E/2 of Section 25, Township 21 South, Range 27 East,
Eddy County, New Mexico, to be dedicated to fits Simpson Well No. 1

to be drilled at an orthodox location for said unit. Also to be
considered will be the cost of drilling and completing said well

and the allocation of such costs, as well as actual operating costs
and charges for supervision. Also to be considered is the designa-
tion of applicant as operator of the well and a charge for risk
involved in drilling said well,

Application of Cities Service 0il Company for compulsory pooling, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks an
order pooling 2l1ll aineral interests in the Pennsylvanian formation
underlying the S/2 of Section 9, Township 21 South, Range 27 East,
Burton Flats Field, Eddy County, New Mexico, to be dedicated to its
State C-P Well No. 1 to be drilled at an orthodox location for said
unit. Also to be considered will be the cost of drilling and com-
pleting said well and the allccation of such costs, as well as actual
operating costs and charxges for supervision. Also to be considered
is the designation of applicant as operator of the well and a charge
for risk involved in drilling said well.

Application of Jake L. Hamon for compulsory pooling and for an
unorthodox location, Eddy County, New Mexico. Applicant, in the
above~-styled cause, seeks an order force pooling all mineral interests
in the Strawn and Morrow formations underlying the E/2 of Section 9,
Township 21 South, Range 27 East, Burton Flats Field, Eddy County,
New Mexiceo, to be dedicated to a well to be drilled at an unorthodox
location 1650 feet from the North line and 660 feet from the East
line of said Section 9. Also to be considered will be the cost of
drilling and completing said well and the allocation of such costs,
as vell as actual operating costs and charges for supervision. Also
to be considered is the designation of applicant as operator of the
well and a charge for risk involved in drilling said well.




A

(oA}

-3

Q0

UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
WHITE CITY UNTT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO
NO. =SS5

THIS AGREEMENT, entered into as of the 1st day of December,

1973, by and between the parties subscribing, ratifying or consent-

“ing hereto, and herein referred to as the "parties hereto".

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty
or other o0i1l and gas interests in the unit area subject to this
agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, Ul 3tat.
437, as amended, 30 U.S.C. Secs. 181 et seq.,.authorizes Federal
lessees and their representatives to unite with each other, or joint-
ly or semparately with others, 1n collectively adopting and operating
a cooverative or unlt pian of development or operation of anv oil or
mas pool, field, or like area, or any part thereof for the nurnpcse of
more proverly conserving the natural resources thereof whenever de-
termined and certified by the Secretary of the Interior £o be necess-
ary or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of‘New
Mexico is authorized by an Act of the Legislatu?e {Sec. 7-11-29 N.M,
Statutes 1953 Annotated) to consent to or aoprove this agreement on
behalf of the State of New Mexico, insofar as it covers and 1ncludes

lands and mineral interest of the State of New Mexlco; and,
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WHEREAS, the 0il Conservation Commission of the State of New

2 Mexico 1is authorized by an Act of the Legislature (Chapter 72, Laws

of 1935, as amended by Chapter 193, Laws of 1937, Chapter 166, Laws

..

' of 1941, and Chapter 168, Laws of 1949) to approve this agreement

§ and the conservation provisions hereof; and,

6, WHEREAS, the parties hereto hold sufficient interests 1n the
7] White City Unit Area covering the land hereinafter described
Ri to glve reasonably effective control of operations therein; and

9 WHEREAS, 1t is the purpose of the parties hereto to conserve
10 natural resources, prevent waste, and secure other beneflits obtain-
11 able through development and operation of the area subject to this
12 agreement under the terms, cornditions, and limitations herein set
13 forth;
b NOW, THEREFORE, in consideration of the nremises and the

promises herein contained, the parties hereto commit fo this agree-
ment thelr respective interests in the below-defined unit area, and
agree severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
25, 1920, 2s amended, supra, and all valid pertinent regu-
lations, includling operating and unit pvlan regulations, heretofore
issued thereunder cr valid, pertinent, and reasconable regilations
hereafter issued thereunder are accented and made a nart of this
agreement 2s to Federal lands, provided such repulations are not in-
consistent with the terms of this agreement; and as tc non-Federal
lands, the o1l and gas operating regulations in effect as of the
effzctive date hereof governinp, drilling and producing operations,
not inconsistent with the terms hereof or the laws of the State in
which the non-Federal land 1s located, are hereby accented and made
a nart of this apgreement.

2. UNIT AREA. The following described land is hereby desig-

nated and recognized as constituting the unit area:

£ oW N

Qo W 0 N ONoU




vt e st s b

20 0 ~I D) Ew o

I T i R L G
O o ~N o o = ow N

20

Township 25 South, Range 2% east, NMPM
Section 1: All
Section 2: A1}
Secetion 11: Al
Section 12: All
Section 13: A1}
Section 1h: All

Townshir 25 South, Ranpe 26 last, HNMpw
Sectier 61 ALl
Section 7: Al

Containing 5,119.96 acres, more or less
FExhibit "A" attached hereto is a mar showing the unit area and the
boundaries and indentity of tracts 2and leases in said area to the
extend known to the Unit Opnerator. Fxhibit "B" attached hereto is
a schedule showing to the extent known to the Unit Operator the
acreage, nercentage, and kind of ownershin of o211 and mas interests
in all land in the unit area. However, nothing herein or in said
schedule or map shall be construed as a reoresentation by any onarty
herets as to the ownership of any interest other than such Interest
or interests as are shown in said map or s~hadule as owned by such
party. Exhibits "A" and "B" shall be revised vy the Unit Orerator
whenever changes in the unit area render such revision necessary
when reaquested by the 0il and Gas Sunervisor, hereinafter referred
to as "Supervisor'", or when requested by the Commissioner of Public
Lands of the State of New Mexico, hereinafter referred to as "Land
Tommissioner", and not less than five (5) conies of the Revised
Exhibits shall bz filed with the Supervisor and one (1) copy there-
of shall be filed with the Land Zommissioner, and one (1) copy

with the New Mexico 01l Conservation Commission, her
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ferred tc as "State Commission'.
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The above-described unit area shall when practicable be ex-

panded to inciude therxein any additional lands or shall be con-
tracted to exclude lands whenever such expansion or contraction is
daeaemed to be necessary or advisable to conform with the purposes

of this agreement. Such expansion or contraction shall be offected
in the following manner:

{a) Unit Operator, on its own motion or on demand of the
Director of the Geological Survey, hereinafter referred to as
"Director", or on demand of the Land Commissioner, after preliminary
concurrence by the Director, shall prepare a notice of proposed
expansicn or contraction describing the contemplated changes in the
boundaries of the unit area, the reasons therefor, and the proposed
effective date thereof, preferably, the firxrst day cf a month subse-
guent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, the
Land Commissioner and the State Commission, and copies thereof mailedg
to the last known address of each working interest owner, lessee,
and lessor whose interests are affected, advising that thirty (30)
days will be allowed for submission to the Unit dperator of any ob-
jections. ‘

(c) Upoun expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Super-
vigsor, the Land Commissioner and the State Commission, evidence of
%ailing of the notice of expansion or contraction and a copy of any
objections thereto which have been filed with the Unit Operator, to-
yether with an application in sufficient number, for ‘approval of
Fuch expansion or contraction and with appropriate joinders.

{(d) After due consideration of all pertinent information,
the expansion or contraction shall, upon approval by the Supervisor,

the Land Commissioner, become effective as of the date prescribed in

ho notice thereof.
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(e) All legal subdivisions of lands (i.e., 40 acres by
Governmcnt survey or its nearest lot or tract equivalent; in instan-
ces of irregular surveys unusually large lots or tracts shall be
considered in multiples of 40 acres or the nearest aliquot equiva-
lent thereof), n¢ parts of which are entitled to be in a partici-
pating area on or before the fifth anniversary of the effective date
of the first initial participating area established under this unit
agreement, shall be eliminated automatically from this agreement,
effective as of said fifth anniversary, and such lands shall no
longer be a part.of the unit area and shall no longer be subject to
this agreement, unless diligent drilling operations are in progress
on unitized lands not entitled to participation on said fifth anni-
versary, in which event all such lands shall remain subject hereto
for so long as such drilling operations are continued diligently;
with not more than 90 days' time elapsing between the completion of
one such well and the commencement of the next such well. .All legal
subdivisions of lands not entitled to be in a participating area
within 10 years after the effective date of the first initial par-
ticipating area approved under this agreement shall be automatically
eliminated from this agreement as of said tenth anniversary. All
lands proved productive by diligent drilling operations aftex the
aforesaid 5-year period shall become participating in the same
manner as during said 5-year period. However, when such diligent

arilling operations cease, all nonparticipating lands shall be auto-

unit operator shall within 90 days after the effective date of any
elimination hereunder, describe the area so eliminated to the satis-
faction of the Supervisor and the Land Commissioner and promptly
notify all parties in interest.

I1f conditions warrant extension of the l0-year period speci-

fied in this subsection 2(e), a single extencion c¢f not to exceed 2
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1; years may be accomplished by consent of the owners of 90% of the 1

§ 22 working interests in the current nonparticipating unitized lands and -2
| 3i the owners of 60% of the basic royalty interests (exclusive of the 3
3 basic royalty interests of the United States) in nonparticipating i Yy
5 unitized lands with approval of the Director and Land Commissloner, 5
6 provided such extenslon application is submitted to the Director 6
72 and the Land Commissioner not later than 60 days prior to the ex- 7
8. piration of said 10-year period. 8
; 9 Any expanslon of the unit area pursuant to this section which 9
1 10 embraces lands theretofore eliminated pursuant to this subsection . 10
é 'll: 2(e) shall not be considered automatic commitment or recommitment 11
E 12% of such lands. 12
é 13? 3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land com- 13
’ 1u% mitted to this agreement shall constitute land referred to herein 14
152 as "unitized land" or "liand subject to thsi agreement'. All oil 15
165 arid gas in any and all formations of the unitized land are unitized 16
I?E under the terms of this agreement and herein are called "unitized 17
18% substances", 18
19% 4, UNIT OPERATOR. American fuasar Petroleum Co. of New Mexico {19
20% is hereby designated as Unit Operator and by signature hereto as 20
21% Unlt Operator agrees and consents to accept the duties and obligations {21
22% of Unit Operator for the discovery, development, and production of 22>
232 unitized substances as herein provided. Whenever reference is made 23
V2UE lierein to the Unit Operator, such reference means the Unit Overator 2u
25% acting in that capacity and not as an owner of interest in unitized 25
26! substances, and the term "working interest owner" when used shall 26
273 include or 27

i
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refer to Unit Opecrator as the owner of a workig Interent when such
an interest is owned by it.
S. RESIGNATION OR REMOVAL OF UNIT CPEFATOR. Unit Operator
shall have the right to resign at any time prior to the establish-
ment of a participating arca or areas hereunder, but such resigna-
ticn shall not become effective so as to release Unit Operator from
the duties and obligations of Qnit Operatox 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 and the Supervisor and the Land Commissioner, and
until all wells then drilled hereunder are placed in a satisfactory'
condition for suspension or abandonment whichever is required by the
Supervisor as to Federal lands and the State Commission as to State
lagds, unless a new Unic Operator shall have been selected and
approved and shall have taken over and assumed the duties and obli-
gations of Unit Operator prior to the expiration of said period.
Unit Operator shall have the right to resign in like manner
and subject to like limitations as above provided at any time a par-
ticipating area establishea hereunder is in existence, but, in all
instances of resignation or removal, until a successor unit operator
is selected and approved as hereinafter provided, the working inter-
est owners shall be jointly responsible for performance of the duties
of unit operator, and shall not later than 30 days beifore such resig-
nation or removal becomes effective appoint a common agent to repre-
sent them in any action to be taken hereunder.
The resignation of Unit Operxator shall not release Unit Oper-
ator from any liability for any default by it hereunder occurring
frior to the effective date of its resignation.

sc UInit Onerator may, upon default or failure in the perfor-
mance of its duties or obligations hercunder, be subject to removal

hy the same perxcentage vote of the owners of working interests as
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herein provided {or the selection of a new Unit Operator. Such ro-
moval shall be effecctive upon notice thereof to the Supervisor and
the Land Commissioncr.

The resigrnation or removal of Unit Operator under this agrce-
ment shall not tcrminate its right, title, or interest as the owner
of a working interest or other interest in unitized substances, but
upon the resignation or.femoval of Unit Operator becoming effective,
such Unit Operator shall deliver possession of all wells, equipment,
materials, and appurtenances used in conducting the unit operations
to the new duly qualified suécessor Unit Operator or to the common
agent, if no such new Unit Operator is elected, to be used for the
purpose of conducting unit operations hereunder. Nothing herein
shall be ccnstrued as authorizing removal of any material, equip-
ment and appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
tender his or its resignation as Unit Operator or shall be removed
as hereinabove provided, or a change of Unit Operator is negotiated
by working interest owners, the owners of the working interests in
the participating area or areas according to their respective acre-
age interests in such participating area'or areas, or, until a par-
ticipating area shall have been established, the owners of the
working interests according to their respective acreaée interests
in all unitized land, shall by majority vote select a successor Unit
Operator: Provided, That, if a majority but less than 75 per cent
of the working interests qualified to vote are owned by one party
to this agreement, & concurring vote of one or more additional work-
interest owners shall he required to select a new operator.

Such selection shall not become effective until

(a} a Unit Operator so selected shall accept in writing the

duties and responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Supervisor

-l
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and approved by the Land Commissioner.

If no successorx Unit Operator is selected and qualified as
herein provided, the Director and the Land Commissioner, at theirx
election may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGRLEMENT. 1f
the Unit Operator is not the sole owner of working interests, costs

and expenses incurred by Unit Operator in conducting unit operations

- hereunder shall he paid and apportioned among and borne by the

owners of working intexests, all in accordance with the agreement
or agreements entered into by and between the Unit Operator and the
owners of working interests, whether one or more, separately or
collectively. Any agfeement or agreements entered into between the
working interest owners and the Unit Operator as provided in this
section, whether one or more, are herein referred to as the "unit
operating agreement." Such unit operatihg agreement zhall also
provide the menner in which the working interest owners shall. be
entitled to receive their respective proportionate and allocated
share of the benefits accruing hereto in conformity with their
underlying operating agreements, leases, or other independent con-
tracts, and such other rights and obligations as between. Unit
Operator and the working interest owners as may be agreed upcn by
Unit Operator and the working interest owners; however, no such
unit operating agreement shall be deemed eithex to modify aﬁy 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 conflict be-
tween this unit agreement and the unit operating agreement, this
vnit agreement shall govern. Taree true copies of any unit opera-
ting agreement cxecuted pursuant to tihis section should be filed
with the Supervisor and one true copy with the Land Commissioner,

érior to approval of this unit agreement,

-9

10
11

12

14
15
16
17
18

20
21
22
23
24
25
26
27
28
29
30
31




—
o (Ve [e<] ~N O w > w

P —
(O S

13!
14
15
16
17
18

19}

20
21
22
23
24
25
26
.27
; 28

29!
30
31
39
33

to a depth in excess of 11,700 feet. Until the discovery

8. RIGHTS AND OBLIGATIONS OF UNIT QOPERATOR. Except as other-
wise specifically provided herein, the exclusive right, privilege
and duty of exercising any and a]i rights of the parties hereto
which are necessary or coﬁvenient for prospecting for, producing,
storing, allocating, and distributing the unitized substances are
hereby delegated to and shall be exercised by the Unit Operator as
herein provided. Acceptable evi&ence of title to said rights shall
be deposited with said Unit OQperator and, together with this agree-
ment, shall constitute and define the rights, privileges, and obli-
gations of Unit Operator. Nothing herein, however, shall be con-
strued to transfer title to any land or to any leate or operating
agreement, it being understood that under this agreement the Unit
Operator, in its capacity as Unit Operator, shall exercise the rights
of possession and use vested in the parties hereto only for the pur-
poses herein specified.

9. DRILLING TO DISCOVERY. Within six (6) months after the
effective date hereof, the Unit Operator shall begin to drill an
adequate test we]]‘at a location approved by the SupervisOﬁ; if on
Federal land, or by the Land Commissioner, if on State 1and; unless
on such effective date a well is being drilled conformably with the
terms hereof, and thereafter gontinue such drilling diligently until

the vase of the Morrow formation has been penetrated

and all formations of the Pennsylvanian age have been tested, or un-
til at a lesser depth unitized substances shall be discovered which
can be produced in paying quantities (to-wit: quantities sufficient
to repay the costs of driiling, complieting and preducing operatians,

with a reasonable profit) or the Unit Operator shall at any time es-

tablish to the satisfaction of the Supervisor if on Federal land, or

the Land Commissioner if on State land, that further drilling of saig,

well would be unwarranted or impracticable; provided, nowever, taac

Unit Operator shall not in any event be required to drill said well
of a deposit of unitized sub-
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Land Commissioner may modify the drilling requirements of this sec-

stances capable of bHa2ing preduced In paying guantities, the Unit
Operator shall continuc drilling diligently one well at a time,
allowing not more than six (6) months between the completion of one
well and the beginning of the next well, until a well capable of
producing unitized substances in paying guantities is completed to
the satisfaction of said Supervisor if it ba on Federal land or of
the Land Commissioner if on State land, or until it is reasonably
proved that the unitized land is incapable of producing unitized
substances in paying quantities in the formations drilled hereunder.
Nothing in this section shall be deemed to limit the right of the
Unit Operator to resign as provided in Section 5 hereof, or as re-
quiring Unit Operator to commence or continue any drilling during

the period pending such resignation becoming effective in order to

comply with the requirements o©of this secticn. The Director and

tion by granting reasonable extensions of time when, in their opin-
ion, such action is warranted.

Upon failure to commence any well provided for in this section
within the time allowed, including any extension of time granted by
the Supervisor and the Land Commissioner, this agreement will auto-
matically terminate; upon failure to continue drilling diligently
any well commenced hereunder, the Supervisor and the Land Commissiond
er may, after 15-days notice to the Unit Operator, declare this unit
agreement texrminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6
months after completion of a well capable of producing unitiiZed sub-~
stances in paying guancities, the Unit Operator shall submit for the
approval of the Supervisor and the Land Commissioner an acceptable
plan of development anad vpexation for the unitized land which, when
approved by the Supervisor and the Land Commissioner, shall con-~

étitute the further drilling and operating obligations of the Unit

-11-

w N
o v

10
11

]
[<}]



10
11
12
13
14
15
16
17
18

19

20

21
22
23
24
25
26
27
28
238

30

Opecrator under this agrcement for the period specified therein.
Thereafter, f{rom time Lo time before the cxpiration of any existing
plan, the Unit Opcrator shall submit for the approval of the Super-
visor and the Land Commissioner a plan for an additional specified
period for the development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide for
the exploration of the unitized area and for the diligent drilling
necessary for detcrmination of the arca or areas thereof capable of
producing unitized substances in paying quantities in each and every
productive formation and shall be as complete and adequate as the
Supervisor and the Land Commissjioner may determine to be necessary
for timely development and proéer conservation of the oil and gas
resources of the unitized area and shall:

(a) specify the number and locations of any wells to be
drilled and the proposed order and time for such drilling; and

(b) to the extent practicable specify the operating practices
regarded as necessary and advisable for proper consefvation of
natural rescurces.

Separate plans may be submitted for separate productive zones, sub-
ject to the approval of the Supervisor and the Land Commissioner.

Plans shall be modified or supplemented when necessary to meet
changed conditions oxr to protect the interests of all parties to
this agreement. Reasonable diligence shall be exercised in comply-
ing with the obligations of the approved plan of development. The
Supervisor and the Land Commissioner are authorized tc grant a
reasonabilie extension of the 6-month periocd herein prescribed for
submission of an initial plan of development where such action is
justified because of unusual conditions or circumstances. After com-
pletion hereunder of a well capable of producing any unitized sub-
stance in paving gquantities, no further wells, except such as may

be necessary to afford protection against operations not under this
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agrecement and such as may be specifically approved by the Supervisor
and the Land Commissioner, shall be drilled except in accordance
with a plan of development approved as herein provided,

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well
capable of producing unitized substances in paying quantities or as
soon thereafter as required by the Supervisor or the Land Commission-
er, the Unit Operator shall submit for approval by the Supervisor
and the Land Commissioner a schedule, based on subdivisions of the
public-land survey or aliquot parts thereof, of all land then re-
garded as reasonably proved to be productive in paying quantities;
all lands in said schedule on approval of the Supervisor and the Land
Commissioner to constitute a participating area, effective as of the
date of completion of such well or the effective date of this unit
agreement, whichever is latexr. The acreages of both Federal and non-
Federal lands shall be based upon appropriate computations from the
courses and distances shown on the last approved public-land survey
as of the effective date of each initial-participating area. Said
schedule shall also set forth the percentage of unitized substances
to be allocated as herein provided to each tract in the participating
area so established, and shall govern the allocation of production
commencing with the effective date of the participating area. A
separate participating area shall be established for each separate
pool or deposit of unitized substances or for any group thereof which
is produced as a single pool or zcne, and any two or more partici-
pating arcas so established may be combined into one, on approval of
the Supervisor and the Land Commissioner. When production from two
or more participating areas, =o established, is subsequently found
to be from a common pool or deposit said participating areas shall
be combined intc cne effective as of such appropriate date as may be
approved or prescribed by the Supervisor and the Land Commissioner.

The participating area or areas 50 established shall be revised from
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time to time, subjcct to like apmproval, to i1nclude additional land
then regarded as reasonably proved to be productive in naving guan-
tities or necessary for unit operations, or to exclude land then
reparded as reasonably proved rot to be productive in naying nuan-
titles and the schedule of allocation pnercentages shall be revised
accordingly. The effective date of any revision shall be the first
of the month in which is obtained the knowledge or information on
which such revision is predicated, provided, however, that a more
apnroprlate effective date may be used 1f Justified by the Unit
Onerator and approved by the Supervisor and the Land Commissioner.
No land shall be excluded from a participating area on account of
derletion of the unitized suhstances, excent that any participating
area established under the provisions of this unit agreement shall
terminate automatically whenever all completions in the formation on
which the narticipating area is based are abandoned.

Tt is the intent of this section that a narticipating area
shall represent the area known or reascnably estimated to be produc-
tive 1in paying quantities; but, regardless of anv revision of the
participating area, nothing herein contained shall be construed as
requiring any retroactive adjustment for nroduction obtained prior
to the effective date of the revision of the narticipating area.

In the absence of agreement at any time between the Unit
Onerator and the Supervisor and the Land Commissioner as to the-
proper definition or redefinition of a participating area, or until
2 participating area has, or areas have, becen established as pro-
vided herein, the portion of all payments affected thereby shall be
impounded in a manner mutually acceptable to the cowners of working

interescts and the Superviscr and the Land Commissioner. Royalties

(L

due the United States shall be determined by the Supervisor for

Federal! lands and the Land Commissioner for State lands and the

amount thereof shall be deposited, as directed by the Supervisor and
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the Land Commissioner, to be hald as uncarned money until a parlici-
pating area is finally approved and then applicd as earned or re-
turned in accordance with a determination of the sum due as Federal
and State royalty on the basis of sucih approved participating area.

Whenever it is determined, subject to the approval of the
Supervisor and the lland Commissioner, that a well drilled under this
agreement is not capable of production in paying quantities and in-
clusion of the land on which it is situated in a participating area
is unwarranted, production from such well shall, for the purposes of
settlcement among all parties other than working interest owners, be
allocated to the land on which the well is located unless such land
is already within the participating area established for the pool
or deposit from which such production is obtained. Settlement for
working interest benefits from sucn a well shall be made as provided
in the unit operating agreement.

12. ALLOCATION OfF PRCDUCTION. All unitized substances pro-
duced from each participating area established under this agreement,
except any part thereof used in conformity with good cperating prac-
tices within the unitized area for drilling, operating, camp and
other production or development purposes, for repressuring or re-
cycling in accordance with a plan of development approved by the
Supervisor and Land Commissioner, oxr unavoidably lost, shall be
deemed to be produced egually on an acreage basis from the several
s of unitized land of the participating area established for
such production and, for the purpose of determining any benefits
accruing under this agreement, each such tract oi unitized land shall
have allocated to it such percentaée of said production as the num-
ber of acres of such tract included in said participating arca bears
to the total acres of unitizea land in said participating area, ex-
cept that allocation of production hereunder for purposes other than

for settlement of the royalty, overriding royalty, or payment out of
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production obligations of the respeclive working interest owners,
shall be on the basis prascribed in the unit operating agrecment
whether in conformity with the basis of allocation herein set forth
or otherwise. It is hereby agreed that production of unitized sub-
ctances from a participating areca shall be allocated as provided
herein regarvrdless of whether any wells are drilled on any particular
part or tract of said participating arxea. Tf any gas produced from
one participating area is used for repressuring or recycling pur-
poses in another participating area, the first gas withdrawn from
such last-mentioned participating area for salc during the life of
this agreement shall be considered to be the gas so transferred un;
til an amount equal to that transferred shall be so produced for
sale and such gas shall be allocated to the participating area from
which initially produced as such area was last defined at the time
of such £inal production.

13. DEVELOPMENT OR OPLRATION OIF NON-PARTICIPATING LAND OR
FORMATIONS., Any party hereto owning or controlling the workiny
interest in any unitized land having thereon a regular well location
may with the approval of the Supecrvisor and the Land Commissioner,
at such party's sole risk, costs, and expense, drill a well to test
any formation for which a participating area has not been established
or to test any formation for which a participating area has been
established if such location is not within said participating area,
unless within 90 days of receipt of notice from said party of his
intention to drill the well the Unit Operator elects and commences
to drill such a well in like manner as other wells are drilled by
the Unit Operator underxr this agreement.

If any well drilled as aforcsaid by a working interest owner
results in production such that the land upon which it is situated
may properly be included in a participating area, such participating

arca shali be established or enlarged as provided in this agrecment
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and the well shall theveafter be operated by the Unit Operator in
accordance with the terms of this agreement and the unit operating
agreement.

If any well drilled as aforesaid by a working interest owner
obtains production in guantities insufficient to justify the in-
clusion of the land upon which such well is situated in a partici-~
pating areca, such well may be operated and produced by the party
drilling the same subject to the conservation reguirements of this
agreenent, The royalties in amount or value of production from any
such well shall be paid as specified in the underlying lease and
agrecments affected.

i4. ROYALTY SETTLEMENT. The United States and any State
and any royalty owner who, is entitled to take in kind a share of
the substances now unitized hereunder shall hereafter be entitled
to the right to take in kind its share Gf the unitized supstances,
and Unit Operator, or the working interest owner in case of the
operation of a well by a working interest owner as herein provided
for in special cases, shall make deliveries of such royalty share
taken in kind in conformity with the applicable contracts, laws,
and regulations. Settlement for royalty interest not taken in kind
shall be made by working interest owners responsible therefor under
existing contracts, laws and regulations, or by the Unif Operator,
on or before the last day of each month for unitized substances
produced during the preceding calendar month; provided, however,
that nothin§ herein contained shall operate to relieve the lessees
of any land from their respective lease obligations. for the pay-
ment of any royaltiés due under their leases.

If gas obtained from lands not subject to this agreement is
introduced into any participating area hereunder, for use in re-
pressuring, stimulation of production, or increasing ultimate re-

covery, in conformity with a plan of operations approved by the
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Suporvisor and thae hand Commissioner, a like amount of gas, after
scttlement as hevein provided for any gas transferred from any other
participating arca and with appropriate deduction for loss from any
cause, may be withdrawn from the formation into which the qgas is
introduced, royalty {rec as to dry gas, but not as to any products
which may be extracted therefrom; provided that such withdrawal
shall be at such time as may be provided in the approved plan of
operations ox as may otherwisc be consented to by the Supoervisor and
the Land Conmnnmissioncr as conforming to good petroleum engincering |
practice; and provided further, that such right of withdrawal shall
terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as provided
in the operating regulations and paid in value ox delivered in kind
as to all unitized substances on the basis of the amounts thereof
allocated to unitized Federal land as proviéed herein &t the rates
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
production per well, said average production shall be determined in
accordance with the operating regulations as though each .partici-
pating area were a single consolidated lease.

Royalty due on account of State lands shall be computed and
paid on the basis of all unitized substances allocated to such lands

15. RENTAL SETTLEMENT. Rental or minimum rovalties due
on lcaées committed hereto shall be paid by werking interest owners
responsible therefor under existing contracts, laws, and regulations
provided that nothing herecin contained shall operate to relieve the
lessees of any land from their respective lease obligations for the
paywment of any rental or minimum royalty due under their leases.
Rental or minimum royalty for lands of the United States subject to

this agreement shall be paid at the rate specified in the respective
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pressly modified and amended to the extent necessary to make the
i same conform to the .provisions hereof, but otherwise to remain in
i full force and effect; and the parties hereto hereby consent that

'jthe Secretary, as to Federal leases and the Land Commissioner, as to

leases from the United States unless such rental or minimum royalty
is waived, suspecnded, or reduced by law or by approval of the Secrc-
tary orxr his duly authorized rcpresentative.

Rentals on State of New Mexico lands subject to this agrce-
ment shall be paid at the rates specified in the respective lecasea,

wWith respect to any lease on non-Federal land containing pro-
visions which would terminate such lease unless drilling operations
are commenced upon the land covered thereby within the time therein
specified or rentals are paid for the privilege of deferring such
drilling operaticns, the rentals required thereby shall, notwith-

standing any other provision of this agrecement, be deemed to accrue

and become pavable during the termm thereof as extended by this agree-!-

ment and until the required drilling operations are commenced upon
the land covered thereby or until some portion of such land is in-
cluded within a participating area. |

16. CONSERVATION. Operations hereunder and production of
unitized substances shall be conducted to provide for the most econ-
omical ané efficient recovery of said substances without waste, as
defined by or pursuant to State or Federal law or regulation.

17. DRAINAGE. The Unit Operator shall take such measures
as the Supervisor and Land Commissioner deem appropriate and ade-
guate to prevent drainage of unitized substances from unitized land
by wells on land not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The texms,
conditions, and provisions of all leases, subleases, and other con-
tracts relating to exploration, drilling, development, oxr operation

for 0il or gas on lands committed to this agreement are hereby ex-
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state lecases, shall and cach by his approval hercof, or hy the
approval hercof by his duly authorized representative, does herchy
establish, alter, change, or revoke the drilling, producing, rental,
minimum yoyalty, and royalty requircments of Federal and State
lecases committed hereto and the regulations in respect thereto to
conform said rcquirements to the provisions of this agreement, and,
without limiting the generality of the foreqgoing, all leases, sub-
leasecs, 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 performance of
all obligations for development and operation with respect to each
and every sceparately owned tract subject to this agreement, rega;d—
less of whether there is any development of any particular tract of
the unit area.

(b} Drilling and producing operations performed hereunder
upon any tract of unitized lands will be accepted and deemed to be
performed upon and for the benefit of each and every tract of uni-
tized land, and no lease shall be deemed to expire by reason of
failure to drill or produce wells situated on the iand therein em-
braced.

(c¢) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the Secretary and
the Land Commissioner, or his duly authorized representative, shall

ha deemed to constitute such suspension pursuant to such direction

or consent as to each and every tract of unitized land. A suspensioa

of drilling or producing opcrations limited to specified lands shall
be applicable only to such lands.

(d) Each lecase, sublease or contract relating to the ex-
ploration, drilling, development or operation for oil oxr gas of

lands other than those of the United States and State of New Mexico
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committed to this agreement, which, by its terms might expire prior
to the termination of this agreement, is hercby extended beyond any
such terms so provided therein so that it shall be continued in full
force and effect for and during the term of this agreement,

(e) Any Fedcral lease for a fixed term of twenty (20) years
or any renewal thereof or any part of such lease which 1s made sub-
ject to this agreement shall continue in force beyond the term pro-
vided therein until the termination hereof. Any other Federal leasc
committed hereto shall continue irn force beyond the term so provided
therein or by law as to the land committea so long as such lease re-
mains subject hereto, provided éhat production is had in payinyg gquan-
tities under this unit agreement prior to the expiration date of

the term of such lease, or in the event actual drilling operations

are commenced on unitized land, in accordance with the provisions

of this agreement, prior to the end of the primary term oi such
lease and are being diligently prosecuted at that time, such lease
shall be extended for two years and so long thereafter as oil or gas
is produced in paying quantities in accordance with the provisions
of the Mineral Leasing Act Revision of 1960.

(f) Each sublease or contract relating to the operation
and development of unitized substances from lands of the United
States committed to this agreement, which by its terms would expire
prior to the time at which the underlying lease, as extended by the
immediately preceding paragraph, will expire, is hereby extended
heyond any such term so provided therein so that it shall be con-
tinued in full force and effect for and during the term of the under-
lying lease as such term is herein extended.
! {g) 'fhe segregation of any Federal lease committed to this

agreement is governed by the following provision in the fourth para-

graph 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
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herctofore or hexeafter committed to any such (unit) plan embracing
lands that are in part within and in part ocutside 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 continue in force and
effect for the term thexeof but for not less than two years from
the date of such segregation and so long thereafter as oil or gas is
produced in paying quantities."

(h) 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 there%n as to the lands committed hereto
until the termination hereof.

(i) Any lease embracing lands of the State of New Mexico
having only a portion of its lands committed hereto, shall be segre-
gated as to the portion committed and the portion not.committed,
and the terms of such lease shall apply separately to such segre-
gated portions commencing as of the effective date hereof; provided,
however, 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 provided therein as to all
lands embraced in such lease, if o0il or gas is discovered and is
capable of being produced in paying gquantities from some part of
the lands embraced in such lease 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 bona fide drill-

ing or reworking operations on some part of the lands embraced in

such lease, the same, as to all lands embraced therein, shall re-

imain in full force and effect so long as such operations are being

diligently prosecuted, and if they result in the production cf oil
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or fas; saild lease shall continue in full force and effect as to all
of the lands embraced therein, so long thereafter as oll or pas In
paying quantlties is being produced from any orotion of said lands.
19, COVENANTS RUN WITH T.AND., The covenants herein shall
be construed to be covenants running with the l1and with respect to
the interest c¢f the parties hereto and their successcrs in interest
until this agreement terminates, and any grant, transfer, or convey-
ance, of Interest in land or leases subject hereto shall be and here-
hy 1s conditioned upon the assumnticn of all rrivileges and obli-
mations hereunder by the prantee, transferee, or other successor in
interest. Jo assignmeni or traonsfer of any weorking Interest, roy-
alty, or other interest subiect hereto shall be tinding upon Unlt
Oporater until the first dAay of the ecalendar month after Unit Opera-
tor is furnished with the original, photostatic, or certified copy
cf the instrument of transfer.

20, DRFFECTIVE DATE AND TERM. This agreement chall becone

effective upron aporoval by the Secretary and ths Land Commissiocner

or their duly authorized revresentatives, and shall terminate five (5) 1

yvears from said effective date unless

(a) such date of exniration is extended by the Director and
the Land Commissioner, or

{(b) 1it is reasonably determined prior to the cxpiration of
the fixed term or any extension thereof that the unitized lard is
incapable of production of unitized substances in rayving nuantities
in the formations tested hereunder and after notice of Intention to
terminate the agreement on such ground is given by the Unit Overator
to all parties in interest at their last known addresses, the agree-
ment 1s terminated with the approval of the Sunervisor and the Land
Commissioner, or

{c) a valuable discovery of unitized substances has been

made or accepted on unitized land during said initial term or any
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oxtension thereof, in which event the agrcecemen® shall remain in
cf{fact fox suah Ltorm and o0 Jlong as unitized substances c¢an be pro-
ducod in quantitics sufficient to pay foxr the cost of producing
same from wells on unitized land within any participating area es-
tablished heycunderx and; should production cease, so long thereafter
as diligent operations are in progress for the restoration of pro-
duction or discovery of new production and so long thereafter as
unitized substances so discovered can be produced as aforesaid, or
{(d) it is terminated as hercetofore provided in this agree-
ment. This agreement may be terminated at any time by not less than

75 per centum, on an acreage basis, of the working interest owners
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2%, RATL OF PROSPECTING, DEVELOPMENT, AND PRCOUCTION. The
Director is hereby vested with authority to alter or modify from

time o time in his discretion the guantity and rate of production

undexr tails agreement when such guantity and rate is not fixed pur-
SuUant to Fedeixral or State law or does not conform to any state-wide

voluntary conservation or sllocation program, whicn is established,

y the majority ol operators

o
62

recognized, and generally adhered to
in such State, such authority being hereby limited to alteration ox

modilficacion in the public intere the purpose thereof and the
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intérest of attaining the conservation objecitives stated in this

egrLlient ana is not in violation of any appliicable Federal or Svace
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Powers in this section vested in the Director and the Com-
missioner shall only be exerciscd after notice to Unit Operator and
opportunity for hearing to be held not less than 15 days from notice.

22. APPEARANCES. Unit Operator shall, after notice to other
parties affected, have the right to appear for and on behalf of any
and 81l interests affected hereby before the Department of the
Interior and the Commissioner of Public Lands and to appeal from
orders issued under the regulations of saild Department or Land
Commissioner or to apply for relief from any of said regulations or
in any proceedings relative to operations before the Department of
the Interior or the Land Commissioner or any other legally consti-
tuted authority; provided, however, that any other interested party
shall also have the right at his own exnense to be heard in any such
prroceeding.

23. NOTICES. All notices, demands or statements required
hereunder to be given or rendered to the parties hereto shall be
deemed fully given 1f given in writing and personally delivered to
the party or sent by postpaid registered or certified mail, addressed
to such party or parties at theilr respective addresses set forth in
connection with the signatures hereto or to the ratification or con-
sent hereof or to such osther address as any such party may have fur-
nished in writing to party sending thz notice, demand or statemsnt.

24. NO WAIVER OF CERTAIN RIGATS. Nothing in this agreement
contained shall be construed as a walver by any party hereto of the

right to assert any legal or constitutil

O

2
1Ck AL

3]

right or defense as Lo

~

the validity or invalidity of any law of the State wherein said uni-
tized lands are located, or of the United States, or regulations
issued thereunder in any way affecting such party, or as a walver by
any suchh party of any rignt beyond nis or its authority to waive.
25. UNAVCIDABLE DELAY. All obligations under this agree-

ment requiring the Unit Operator to commence or continue drilling or
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' the Unitea States or the State of New Mexico should be withheld, but

| such funds shall be deposited as directed by the Supervisor and such

to operate on or produce unitized substances from any of the lands
covered by this agreement shall be suspended while the Unit Operator
despite the exercise of due care and diligence, is prevented from
complying with such obligations, in whole or in part, by strikes,
acts of God, Fedexal, State, or municipal law or agencies, unavoid-
able accidents, uncontrollable delays in transportation, inability
to obtain necessary materials in open market, or other matters be-
yond the reasonable control of the Unit Operator whether similar to
matters herein enumerated or not. No unit obligation which is sus=-
pended under this section shall become due less than thirty (30)
days after it has been determined that the suspension is no longer
applicable. Determination of creditable "Unavoidable Delay" time
shall be made by the unit operator subject to approval of the Super-
visor and the Land Commissioner. »

26. NONDISCRIMINATION. In conrection with the performance
of work under this agreement, the operator acrees tc comply with
all the provisions of section 202 (1) to (7) inclusive of Executive
Ordexr 11246 (30 F.R. 12319), which are hereby incorporated by refer-
ence in this agreement.

27. LOSS OF TITLE. In the event title to any tract of
unitized land shall fail and the true owner cannot be induced to
join in this unit agreement, such tract shall be automatically re-
garded as not committed hereto and there shall be such readjustment

of future costs and benefits as may oe required on account of the

loss of such title. In the event of a dispute as to title as to anyi
royalty, working interest, or other interests subject thereto, pay- E
ment or delivery on account thereof may be withheld without liabilitL

!
for interest until the dispute is finally settled; provided, that,

as tc Federal and State land or leases; no payments of funds due
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funds of the State of New Mexico shall be deposited as directed by
the Land Commissioner, to be held as uncarned money pending final

settlement of the title dispute, and then applied as earned or re~

ot

turned in-accordance with such final settlement.

Unit Operator as such is relieved from any responsibility
for any defect or failure of any title hereunder.

28. NON~JOINDER AND SUBSEQUENT JOINDER. 1f the owner of
any substantial interest in a tract within the unit area fails or
refuses to subscribe or consent to this agreement, the owner of the
working interest in that tract may withdraw said tract from this
agreement by written anotice delivered to the Supervisor and the
Land Commissioner and the Unit Operator prior to the approval of
thls agreement by the Supervisor. any oil ox gas interests in lands
within the unit area not committed hereto prior to submission of
this agreement for final approval may thereafter be committed hereto
by the owner or owners thereof subscribing or consenting to this
agreement, and, if the interest is a working interest, by the owner
of such interest also subscribing to the unit operating agreement.
After operations are commenced hereunder, the right of subsequent
joinder, as provided in this section, by a working interest owner
is subject to such requirements or approvals, if any, pertaining to
such joinder, as may be provided for in the unit operating agree-
ment. After final approval herecf, joinder by a non-working intexr-
est owner must pe consented to in writing by the working interest
owner committed hereto and responsible for the payment of any bene-
fits that may accrue hereundcexr in behalf of such non~working inter-
est, A non-working interest may not be committed to this unit
uniess the corresponding working interest is committed hereto.
Joinder to the unit ag;ccment by a working-interest owner, at any
£ be accompanied by appropriate joinder to the unit opera-

ting agreement, if more than one committed working-interest owner
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is involved, in order for the intcrest to be riwgarded as committed
to this unit agrecment. Ixcept as may otherwise herein be provided,
subsequent joinders to this agrecement shall be efiective as of the
first day of the month following the filing with the Supervisor and
the Land Commissioner of duly executed counterparts of all or any
papers necessary to establish effective commitment of any tract to
this agreement unless objection to such joinder is duly made within
60 days by the Supervisor and the Land Commissioner.

29. COUNTERPARTS. This agreement may be executed in any
number 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 hereto and shall be binding upon all
those parties who have executed such a countexpart, ratificaticn,
or consent hereto with the same force and effect as if all such
parties had signed the same dozument and regardless of whether or
not it is executed by all other parties owning or claiming an inter-
est in the lands within the above-described unit area.

30. SURRENDER. Nothing in this agreement shall prohibit
the exercise by any working interest owner of the right to surrender
vested in such party by any lease, sublease, or operating agreement
as to all or any part of the lands covered thereby, provided that
each party who will or might acquire such working interest by such
surrender or by forfeiture as hereafter set forth, is bound by the
terms of this agreement.

If &8s a result of any such surrender the working interest
rights as to such lands become vested in any party other than the
fee owner of the unitized substances, said party may forfeit such
rights and further benefits from operation hereunder as to said
land to the party next in the chain of title who shall be and become
the owner of such working interest.

If as the result of any such surrender or forfeiture working
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interest rights become vested in the fec owner of the unitized sub-
stances, such owner may:

(1) Accept those working interest rights subject to this
agreement and the unit operating agreement:; or

(2) Lease the porticon of such land as is included in a
participating area established hereunder subject to this agrecment
anada fhe unit operating agreement. .

(3) Provide for the independent operation of any part of
such land that are not then included within a participating area
established hereunder. |

If the fee owner of the unitized substances does not accept‘
the working interest rights subject to this agreement and the unit
operating agreement or lease such lands as above provided within
gix (6) months after the surrendered or forfeited working interest
rights become vested in the fee owner, the benefits and obligaltlicns
of operations accruing to such lands under this agreement and the
unit operating agreement shall be shared by the remaining owners. of
unitized working interests in accordance with their respective
working interest ownexrships, and such owners of working interests
shall compensate the fee owner of unitized substances in such lands
by paying sums equal to the rentals, minimum royalties, and royal-
ties applicable to such lands under the lease in effect when the
lands were unitized.

An appropriate accounting and settlement shall be made, for

all benefits ac¢crui

1§ £o or payments and expenditures made or in-
curred on behalf of such surrendered or forfeited working intcrest
subsequent to the date of surrender or forfeiture, and payment of
any moneys found to be owing by such an accounting shall be made as

between the parties within thirty (30) days. In the event no unit

operating agreement is in existence and a mutually acceptable agreef

ment between the proper parties thereto cannot be consumnated, the
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Supervisor may prescribe such recasonable and e-juitable agrecement as
he deems warxranted under the circumstances:

The exercise of any right vested in a working interest owner
to reassign such working interest to the party from whom obtained
shall be subject to the same conditions as set forth in this section
in regard to the exercise of a right to surrender.

31. TAXES. The working interest owners shall render and
7 for their account and the account of the royalty owners all
vaiid 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 contract after the effective date of this agreement, or upon
the proceeds derived therefrom. The working interest owners on each
tract shall and may charge the proper proportion of said taxes to
the royalty owners having interests in said tract, and may currently
retain and deduct suvfficient of the unitized substances or deriva-
tive products, or net proceeds therecf from the allocated share of
each royalty owner to secure reimbursement for the taxes sc 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.

32. NO PARTNERSHIP., It is expressly agreed that the re-
lation.of the parties hereto is that of independent contractors and
nothing in this agreement contained, expressed or implied, nor any
operations conducted hereunder, shall create or be deemed to have
created a partnership or association between the parties hereto or
any of them.

33. CONFLICT OF SUPLERVISION. Neither the Unit Operator

nor the working interest owners, nor any of them, shall be subject
to anv forfeiture, termination oxr expiration of any right 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
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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 therewith

by reason of fallure of the Unit Operator to obtain, in the exercise

of due diligence, the concurrence of nroper representatives of the

United States and proper representatives of the State of New Mexico

in and about any matters or things concerning which it 1is required

herein that such concurrence be obtained. The parties hereto, in-

cluding the State Commission, agree that all powers and authority

vested in the State Commission in and by any provisions of this

agreement are vested in the State Commission and shall be exercised

by 1t pursuant to the provisions of the laws of the State of New

Mexico and subject in any case to appeal or judicial review as may

now or hereafter be provided by the laws of the State of New Mexico.

IN WITNESS WHEREOF, the parties hereto have caused thils agree-

ment to be executed and have set opposite thelr respective names

the date of execution.

ATTEST:

By:

Secretary

Date

Address

UNIT OPERATOR AND WORKING INTEREST OWNER

AMERICAN QUASAR PETROLEUM CO.

By:

President
Address: 606 Vaughn Building

Midland, Texas 79701

WORKING INTEREST OWNERS

ATLANTIC RICHFIELD COMPANY

By:

18

19




CORPORATE

STATE OF New Mexico §
!

; COUNTY OF Eddy ')
The foregoing instrument was acknowledged before me this day
of » 1973, by TED COLLINS, JR. Who is Vice

President of American Quasar Petroleum Co. of New Mexico, a New

Mexico Corporation, for and on behalf of said Corporation.

MY COMMISSION EXPIRES: Notary Public

: CORPORATE

STATE OF New Mexico |

9
: CCUNTY OF Eddy ]
The foregoing instrument was acknowledged before me this day
of , 1973, by who is Attorney

in-Fact for ATLANTIC RICHFIELD COMPANY a Delaware Corporation,

for and on behalf of said Corporation,

Notary Public

MY COMMISSION EXPIRES:
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATTON
OF THE
WHITE CITY UNTT AREA
COUNTY OF EDDY

STATE OF NEW MEXICO
NO. Y

THIS AGREEMENT, entered into as of the lst day of December,
1273, by and between the parties subscribing, ratifying or consent-
ing, hereto, and herein referred to as the "parties hereto".

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

WHEREAS, the Mineral Leasing Act cf February 25, 1920, 41 Stat.
437, as amended, 30 U.S.C. Secs. 181 et seq., authorizes Federal
lessees and their representatives to unite with each other, or joint-
ly or separately with others, in collectively adopting and operating
a cooverative or unit plan of development or operation of anv oil or
ras pool, field, or like area, or 2any part thereof for the rurprocse of
more properly conserving the natural resources therecof whenever de-
termined and certifled by the Secretary of the interior to be necess-
ary or advisable in the public interest; and

WHEREAS, the Commissioner of Publlic Lands of the State of New
Mexico is authorized by an Act of the Legislature (Sec. 7-11-29 N.M.
Statutes 1953 Annotated) to consent toc or aoprove this agreement on

behalf of the State of New Mexlco, insofar as 1t covers and includes

lands and mineral interest of the State of New Mexico; and,
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1 WHEREAS, the 011 Conservation Commission of the State of New E 1
2? Mexico 1s authorized by an Act of the Legislature tChapter 72, Laws § 2
33 of 1935, as amended by Chapter 193, Laws of 1937, Chapter 166, Laws % 3
“i of 1941, and Chapter 168, Laws of 1949) to approve this agreement § b
§ and the conservation provisions hereof; and, 5
6; WHEREAS, the partlies hereto hold sufficient interests in the 6
7i White City Unilt Area covering the land hereinafter described 7
R to give reasonably effective control of operations therein; and 8
9 WHEREAS, it 1s the purpose of the parties hereto to conserve 9
10 natural resources, prevent waste, and secure other benefits obtain- 10
11 able thyough develcocpment and operation of the area subject to this 11
12 agreement under the terms, conditions, and limitations herein set iz
13 forth; 13
o1y NOW, THEREFORE, in consideration of the premises and the 14
f 15 promises herein contained, the parties hereto commit to this agree- 15
% 16 ment thelr respective interests in the below-defined unit area, and 16
E 17 agree severally among themselves as follows: %l?
| 18 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of él8
i9 February 25, 1920, as amended, supra, and all valid pertinent regu- 219
20 lations, including operating and unit plan regulations, heretofore %20
21 issued thereunder or valid, pertinent, and reasonable regulations %21
22 hereafter 1ssued thereunder are accepted and made a part of this %22

23 agreement as to Federal lands, provided such regulations are not in- 223 3
.?b consistent with the terms of this agreement; and as to non-Federal ?2&
25 lands, the oll and gas operating regulations in effect as of the %25
| 26 effective date hereof governing drililiing and oproducing operations, %26
27 not inconsistent with the terms hereof or the laws of the State 1n §27
28 which the non-Federal land is located, are hereby accented and made %28
'20 a pmart of this agreement. %29
30 2. UNIT AREA. The following described land is hereby desig- %30
31 nated and recognized as constituting the unif area: '31

i
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Township 25 South, Range 29 east, NWPM

Section 1: AIL T
Section 2: A1
Section 11: ALY
Sectian 12: A1
Section 13: AL)
Section 1M: a1}

Townshir 25 South, Panpe 26 East, NPV
Secticn At Al1
Sectior 7: Al

Containing 5,119.96 acres, more or less

Fxhibit "A" attached heretn 1is a mar showins the unit area and the

boundariles and indentlty of tracts and lvases in said area to the

extend known to the Unit Operator. Fxhibit "B" attached hereto is

9

a schedule showing to the extent known to the Unit DOrerator the
acreage, nercentage, and kind of ownership of 0il and gas interests
in all land in the unit area. However, nothing herein or in said
schedule or map shall be construed as a reoresentation bv any narty
hereto as to the ownershin of anv interest other than such interest
or interests as are shown in said map or sohadule as owned by such
party. Exhibits "A" and "B" shall be revised by the Unit Operator
whenever changes in the unit area r=nder such revision necessary
when reguested by the 0il and Gas Surervisor, hereinafter referred
to as "Supervisor", or when reqguested by the Commissioner of Publie
Lands of the State of New Mexico, hereinafter referred to as '"Land
Tommissioner™, and not less than five (5) conies of the Revised
Fxhibits shall be filed with the Supervisor and one (1) copy there-
of shall be filed with the Land Tommissioner, and one (1) copy

with the New Mexico 0il Conservation Commission, hereinafter re-

ferred to as "State Commission”.

26
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The above-described unit area shall when practicable be ex-

panded to include therein any additional lands or shall be con-
tracted to exclude lands whenever such expansion or contraction is
deemed to be nececsary or advisable to conform with the purposes

of this agreement. Such expansion or contraction shall be ecffected
in the following manner:

(a} Unit Operator, on its own motion or on demand of the
Director of the Geological Survey, hereinafter referred to as
"Director", or on demand of the Land Commissioner, after preliminary

concurrence by the Director, shall prepare a notice cof proposed

of the unit area, the reasons thereior, and the proposed
effective date thereof, preferably, the first day of a month subse-
quent to the date of notice.

{b) Said notice shall be delivered to the Sgpervisor; the
Land Commissioner and the State Commission, and copies thereof maileg
to the last known address of each working interest owner, lessee,
and lessor whose interests are affected, advising that thirty (30)
days will be allowed for submission to the Unit dperator of any ob-
jections. '

(c} Upon expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Super-
visor, the Land Commissioner and the State Commission, evidence of
mailing of the notice of expansion or contraction and a copy of any
objections thereto which have been filed with the Unit Operator, to-
gethexr with an application in sufficient number, for ‘approval of
such expansion or contraction and with appropriate jcinders.

(d) After due consideration of all pertinent information,
*he expansion or contraction shall, upon approval by the Supervisor,

+he Land Commissioner, become effective as of the date prescribed in

the notice therecf.
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(e) All lecgal subdivisions of lands (i.e., 40 acres by
Government suxrvey or its ncarest lot or tract equivalent; in instan-
ces of irregular surveys unusually large lots or tracts shall be
considered in multiples of 40 acres or the neaxest aliquot equiva-
lent thereof), no éarts of which are entitled to be in a partici-
pating area on or before the fifth anniversary of the effective date
of the first initial participating area established under this unit
agreement, shall be eliminated automatically from this agreement,
effective as of said fifth anniversary, and such lands shall no

longer be a parxt of the unit area and shall no longer be subject to

this agrecement, unless diligent drilling operations are in progress

on unitized lands not entitled to participation on said fifth anni-

VIO YL D YRS
TeacRag g

in which event all such lands shall remain subject hereto
for so long as such drilling operations are continued diligent;y;
with not more than 90 days' time elapsing between the completion of
one such well and the commencement of the next such well. 4A11 legal
subdivisions of lands not entitled to be in a participating area
within 10 years after the effective date of the first initial par-
ticipating area approved under this agreement shall be automatically
eliminated from this agreement as of said tenth anniversary. All
lands proved productive by diligent drilling operations after the
aforesaid S5-year period shall become participating in the same
manner as during said 5-year period. However, when such diligent
darilling operations cease, all nonparticipating lands shall be auto-~
maticalily eliminated effective as of the 9lst day thereafter. The
unit operator shall within 90 days after the effective cdate of any
elimination hereunder, describe the area so eliminated to the satis-
faction of the Supervisor and the Land Commissioner and promptly
notify all parties in interest.

If conditions warrant extensicn of the 10-year period speci-

fied in this subsection 2(e), a single extension of not to exceed 2
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1i years may be accomplished by consent of the owners of 90% of the ]

2% working interests in the current nonnartlicinpating unitized lands and -7
3i the cwners of 60% of the basic royalty interests (exclusive of the -3
“é basic royalty interests of the United States) in nonparticipating : 4
5% unitized lands with approval of the Director and Land Commissioner, : 5
6% provided such extension application is submitted to the Director 6
72 and the Land Commissioner not later than 60 days prior to the ex- 7
8; niration of said 10-year period. 8
9? Any expansion of the unit area pursuant to this section which 9
’; 10; embraces lands theretofore eliminated pursuant to this subsection 10
E 'lli 2{¢) shall not be considered automatic commitment or recommitment 11
% 12? of such lands. 12
| 13§ 2, UNITIZED LAND AND UNITLZ&D SUBSTANCES. All land com- 13
1u§ mitted to thils agreement shall constitute land referred to herein 14
lS% as "unitized land" or "land subject to thsi agreement”. All otl 15
16% and gas in any and all formations of the unitized land are unitized 16
l7% under the terms of thls agreement and herein are called “unitized 17
18% substances", 18
19% _ 4, UNIT OPERATOR. American Quasar Petroleum Co. of New Mexico |19
20% is hereby designated as Unit Operator and by signature hereto as 20
212 Unit Operator agrees and consents to accept the duties and obligations i21
22% of Unit Operator for the discovery, development, and production of 22
232 uriitized substances as herein provided. Whenever reference is made 23
2&% herein to the Unit Operator, such reference means the Unit Operator 24
I 25E acting in thal capacity and not as an owner of interest in unitized 25
26, substances, and the term "working interest owner'" when used shall 26
27‘ include or ' 27
f
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refer to Unit Opurator as the owner of a working interent when such
an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT CPERATOR. Unit Operator
shall have the right to resign at any time prior to the establish-
ment of a participating area or areas hereunder, but such resigna-
tion shall not become effective so as to release Unit Operator from
the duties and obligations cf 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 and the Supervisor and the Xand Commissioner, and
until all wells then drilled hercunder are placed in a satisfactory.
condition for suspension or abandonment whichever is required by the
Supervisor as to Federal lands and the State Commission as to State
lands, unless a new Unit Operator shall have 5een selected and
approved and shall have taken over and assumed the duties and obli-
gations of Unit Operator prior to the expiration of said period.
Unit Operator shall have the right to resign in like manner
and subject to like limitations as above provided at any time a par-
ticipating area established hereunder is in existence, but, in all
instances of resignation or removal, until a successor unit operator
is selected and approved as hereinafter provided, the working inter-
est owners shall be jointly responsible for performance of the du£ies
of unit coperator, and shall not later than 30 days before such resig-
nation or removal becomes effective appoint a common agent to repre-

coant +hom
“F e 8B N ARt

in any action to be taken hereunder.
The resignation of Unit Operator shall not release Unit Oper-
ator from any liability for any default by it hereunder occurriag
brior to the effective date of its resignation.

The Unit Operator may, upon dcfauvlt or failure in the perfor-

mance of its duties or obligations hercunder, be subject to removal

by the same percentage vote of the owners of working interests as
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herein provided for the selection of a new Unit Operator. Such re~
moval shall be effective upon notice thercof to the Supervisor and
the Land Commissioncr.

The resignation or removal of Unit Operator under this agroe-
ment shall not terminate its right, title, or interest as the owner
of a working intecrest or other interest in unitized substances, but
upon the resignation or.femoval of Unit Operator becoming effective,
such Unit Operator shall deliver possession of all wells, equipment,
materials, and appurtenances used in conducting the unit operations
to the new duly qualified suécessor Unit Operator or to the common
agent, if no such new Unit Operator is elected, to be used for the
purpose of conducting unit operations hereunder. Nothing herein
shall be construed as authorizing removal of any material, equip-
ment and appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
tender his or its resignation as Unit Operator or shall be removed
as hereinabove provided, or a change of Unit Operator is negotiated
he owners o

hyve wuarles
o~ NS A I A

he working interests in
the participating area or areas according ‘to their respective acre-
age interests in such participating area'or areas, or, until a par-
ticipating area shall have been established, the owners of the
working interests according to their respective acreage interests
in all unitized land, shall by majority vote select a successor Unit
Operator: Provided, That, if a majority but less than 75 per cent
of the working interests qualified to vote are owned by one party
to this agreement, a concurring vote <¢f one or more additional work-
ing interest owners shall he required to select a new operator.
Such selection shall not become effective until

{a) a Unit Oéerator so selected shall accept in writing the

duties and responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Supervisor

Y
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and approved by the Land Commissioner.

I{f no successor Unit Operator is selccted and gualified as
herein provided, the Director and tﬁe Land Commissioner, at their
election may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGRUELMENT. 1f
the Unit Operator is not the sole owner of working interests, costs
and expenses incurred by Unit Operator in conducting unit operations
hereunder shall be paid and apportioned among and borne by the
owners of working interests, all in accordance with the agreement
or agreements entered into by and between the Unit Operator and the
owners of working interests, whether one or more, separately or
collectively. Any agreemernt or agreements entered into between the
working interest owners and the Unit Operator as provided in this
section, whether one or more, are herein referred to as the "unit
operating agreement." Such unit operatiﬁg agreement shall also
provide the manner in which the working interest owners shall be
entitled to receive their respective proportionate and allocated
share of the benefits accruing hereto in conformity with their
underlying operating agreements, leases, or other independent con-
tracts, and such other rights and obligations as between.Unit
Operator and the working interest owners as may be agreed upon by
Unit Operator and the working interest owners; however, no such
unit operating agreement shall be deemed either to modify aﬁy 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 conflict be-
tween this unit agreement and the unit operating agreement, this
unit agreement shall govern. Three true ccpies of any unit opera-
ting agreement executed pursuant to this section shouid be filed
with the Supervisor and one true copy with the Land Commissioner,

érior to approval of this unit agreement.
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- Federal land, or by the Land Commissioner, if on State land, unless
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8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as other-
wise specifically provided herein, the exclusive right, privilege
and duty of exercising any and ali rights of the parties hereto
which are necessary or co&venient fer prospecting for, producing,
storing, allocating, and distributing the unitized substances are
hereby delegated to and shall be exercised by the Unit Operator as
herein provided. Acceptable evidence of title to said rights shal}
be deposited with said Unit Operator and, together with this agree-
ment, shall constitute and define the rights, privileges, and obli-
gations of Unit Operator. Nothing herein, however, shall be con-
strued to transfer title to any land or to any lease or operating

agreement, it being understood that under this agreement the Unit

Operator, in its capacity as Unit Operator, shall exercise the rights
of possession and use vested in the parties hereto only for the pur-
poses herein specified.

9. DRILLING TO DISCOVERY. Within six {(6) months after the
effective date hereof, the Unit Operator shall begin to drill an

adequate test well at a location approved by the Supervisor; if on

on such effective date a well is being drilled conformably with the
terms hereof, and thereafter continue such drilling diligently until

the base of the Morrow formation has been penetrated

and all formations of the Pennsylvanian age have been tested, or un-
til at a lesser depth unitized substances shall be discovered which
can be produced in paying quantities {(to-wit: quantities sufficient
to repay the costs of drilling, completing and producing operations,
with a reasonable profit) or the Unit Operator shall at any time es-

tablish to the satisfaction of the Supervisor if on Federal land, or

the Land Commissioner if on State Tand, that further drilling of saiq.

well would be unwarranted or impracticable; provided, however, that
Unit Operator shall not in any event be required to drill said well
to a depth in excess of 11,700 feet. Until the discovery

of a deposit of unitized sub-
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stances capable of Lo2ing produced in paying quantities, the Unit
Operater shall continue drilling diligently orne well at a time,
allowing not more than six (6 months between the completion of one
well and the beginning of the next well, until a well capable of
producing unitized substances in paying quantities is completed to
the satisfaction of said Supervisor if it be on Federal land or of
the Land Commissioner if on State land, or until it is reasonably
proved that the unitized land is incapable of producing unitized
substances in paying gquantities in the formations drilled hereunder.
Nothing in this section shall be deemed to limit the right of the
Unit Operator to resign as provided in Section 5 hereof, or as re-
quiring Unit Operator to commence or continue any drilling during
the period pending such resignation becoming effective in order to
comply with the requirements of this section., The Director and
Land Commissioner may modify the drilling requirements of this sec-
tion by granting reasonable extensions «f time when, in their opin-
ion, such action is warranted.

Upon failure to commence any well provided for in this section
within the time allowed, including any extension of time granted by
the Supervisor and the Land Commissioner, this agreement will auto-
matically terminate; upon failure to continue drilling diligently
any well commenced hereuvnder, the Supervisor and the Land Commission-
er may, after 15-days notice to the Unit Operatoxr, declare this unit
agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6
months after completion of a well capable of producing unitized sub=
stances in paying quantities, the Unit Operator shall submit for the
approval of the Supervisor and the Land Commissioner an acceptable
plan of development and operation for the unitized land which, when
approved by the Supervisor and the Land Commissioner, shall con-

stitute the further drilling and operating obligations of the Unit

~11-
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Opuerator under this agrcement for the period specificd therein.
Thereafter, {from time to time before the expiration of any existing
plan, the Unit Opcrator shall submit for the approval of the Super-
visor and the Land Commissioner a plan for an additional specified
periocd for the development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide for
the exploration of the unitized area and for the diligent drilling
necessary for determination of the area or areas thereof capable of
producing unitized substances in paying quantities in each and every
productive formation and shall be as complete and adequate as the
Supervisor and the Land Commissioner may determine to be necessary
for timely development and proéer conservation of the oil and gas
resources of the unitized area and shail:

{a) specify the number and locations of any wells to be
drilled and the proposed order and time for such drilling; and

(b)’ to the extent practicable specify the operating praétices
regarded as necessary and advisable for proper consefvation of
natural resources.

Separate plans may be submitted for separate productive zones, sub-
ject to the approval of the Supervisor and the Land Commissioner,

Plans shall be modified or supplemented when necessary to meet
changed conditions or to protect the interests of all parties to

this agreement. Reasonable diligence shall be exercised in comply-

- =3 1
a

ing with the obliga lan of development. The

the approved plan of : oyl
Supervisor and the Land Commissioner are authorized to grant a
reascnable extension of the 6é-month period herein prescribed for
submission of an initial plan of development where such action is
jusiified because of unusual conditions or circumstances. After comq
pletion hereunder of a well capable of producing any unitized sub-

stance in paying guantities, no further wells, except such as may

be necessary to afford protection against operations not under this

-12~
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agrcement and such as may be specifically approved by the Supervisor

" and the Land Commissioner, shall be drilled except in accordance

with a plan of development approved as nerein provided.

1l. PARTICIPATION AFTER DISCOVERY. Upon completion of a well
capable of producing unitized substances in paying guantities or as
soon thercafter as required by the Supervisor or the Land Commission-
er, the Unit Operator shall submit for approval by the Supervisor
and the Land Commissioner a schedule, based on subdivisions of the
public-land survey or aliquot parts thereof, of all iand then re-
garded as reasonably proved to be productive in paying quantities;
all lands in said schedule on approval of the Supervisor and the Land
Commissioner to constitute a participating area, effective as of the
date of completion of such well or the effective date of this unit
agreement, whichever is later. The acreages of both Federal and non-
Federal lands shall be based upon appropriate computations from the
courses and distances shown on the last approved public-land surVey
as of the effective date of each initial participating area. Said
schedule shall also set forith the percentage of unitized substances
to be allocated as herein provided to each tract in the participating
area so established, and shall govern the allocation of production
commencing with the effective date of the participating area. A
separate participating area shall be established for each separate
pocl or deposit of unitized substances or for any group thereof which
is produced as a single pool or zonz, and any two or more partici-
peting areas so established may be combined into one, on approval of
the Supervisor and the Land Commissioner. When production from two
or more participating areas; so established, is subsequently found
to be from a common pool or deposit said participating areas shall
be combined into one effective as of such appropriate date as may be
approved or prescribed by the Supervisor and the Land Commissioner.

The -participating area or areas 50 established shall be revised from

-33-
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time to time, subject to like anproval, to include additional land
then reparded as reasonably proved to be productive In naying quan-
tities or necessary for unit operations, or to exclude land then
recarded as reasonably proved rot to be productive in naylng nuan-
tities and the schedule of allocation percentages shall be revised
accordingly. The effective date of any revislion shall be the first
of the month in which is obtained the knowledge or information on
which such revision 1s predicated, provided, however, that a more
aporopriate effective date may be used 1f justified by the Unit
Overator and approved by the Supervisor and the Land Commissioner,
Ho land shall be excluded from a participating area on account of
terletion of the unitized substances, excepnt that any particinating
area established under the provisions of this unit agreement shall
terminate automatically whenever all completions in the formation cn
which the partlcipating area 1is bhased are abandoned.

It is the intent of this section that a pmarticipatling area
shall represent the area known or reasoconably estimated to be produc-
tive in paying quantities; but, regardless of any revision of the
narticipating area, nothing herein contained shall bhe construed as
regquiring any retroactive adjustment for productiocon obtained prior
to the effective date of the revision of the vmarticipating area.

In the absence of agreement at any time between the Unit
Onerator and the Supervisor and the T.and Commissioner as tc the:
proper definition or redefinition of a participating area, or until
a participating area has, or areas have, been established as pro-
vided herein, the portion of all payments affected thereby shall be

impounded in a manner mutually acceptable to the owners of working

interests and the Supervisor and the Land Commissioner. Royalties
due the United States shall be determined by the Supervisor feor
Federal lands and the Land Commissioner for State lands and the

amount thereof shall be deposited, as directed by the Supervisor and
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the Land Commissioner, Lo be held as uncarnced money until a partici-
pating area is finally approved and then applicd as earned or re-
turned in accordance with a determination of the sum due as Federal
and State royalty on the basis of such approved participating area.

Whenever it is determined, subject to the approval of the
Supervisor and the Land Commissioner, that a well drilled under this
agrecment 1s not capable of production in paying quantities and in-
clusion of the land on which it is situated in a participating area
is unwarranted, production from such well shall, for the purposes of
settlement among all parties other than working interest owners, be
allocated to the land on which the well is located unless such land
xs already within the participating area established for the pool
or deposit from which such production is obtained. Settlement for
working interest benefits from such a well shall be made as provided
in tne unit operating agreement.

12. ALLOCATION OF PRCDUCTION. All unitized substances pro-
duced from each participating area established under this agreement,
except any part thereof used in conformity with good operating prac-
tices within the unitized area for drilling, operating, camp and
other production or development purposes, for repressuring or re-
cycling in accordance with a plan of development approved by the
Supervisor and Land Commissioner, or unaveoidably lost, shall be
deemed to be preoduced egually on an acreage pbasis from the several
tracts of unitized land of the participating area established foxr
such production and, for the purpose of determining any benefits
accruing under this agreement, each such tract of unitized land shall
have allocated to it such perxcentage of said production as the num=-
ber of acres of such tract included in said participating area bears

to the total acres of unitized land in said participating area, ex~

10
11
12
13
14
15
16
17
18
19
20

N
N

38
W

25
26
27
23
25
30
31




*n

0

i

10
11
12

13

26
27
28
29
30

31

praduction obligatious of the respective working interest owners,
shall be on the basis prascribed in the unit operating agrecment
whether in conformily with the basis of allocation herein set forth
or otherwise. It is hereby agreed that production of unitized sub-
stances from a participating arca shall be allocated as provided
herein regavdless of whether any wells are drilled on any particular
part or tract of said participating area. If any gas produced from
one participating arca is used for repvessuring or recycling pur-
poses in another participating area, the first gas withdrawn from
such last-mentioned participating area for sale during the life of
this agreement shall be considered to be the gas so transferred un-
til an amount equal to that transferred shall be so produced for
sale and such gas shall be allocated to the participating area from
ially produced as such area was last defined at the time
of such final production.

13. DEVELO?MENT OR OPLERATION OF NON-PARTICIPATING LAND CR

FORMATIONS. Any party herxeto owning or controlling the working

Jl_ CY 2R R 2t Fe

. C e . -
in any unitized land having thereon a regular well location

43}
4]

intere
may with the approval of the Supervisor and the Land Commissioner,
at such party's sole risk, costs, and expense, drill a well to test
any formation for wiaich a participating area has not been established
or to test any formation for which a participating area has been
established i1f such location is not within said participating areca,
unless within 90 days of receipt of notice from said party of his
intention to drill the well the Unit Operator elects and conmmences
to drill such a well in like wmanncr as other wells are drililed by
Lhe Unit Operator under this agrecment.

If any well drilled as aforcsaid by a working interest ownerx
results in production such that the land upon which it is situated
may properly be inciuded in a participating area, such participating

arca snall be established or enlarged as provided in this agrecment
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and the wecll shall thervcafter be operated by the Unit Operator in
accordance with tihe terms of this agreement and the unit operating
agreement.

If any well drilled as aforesaid by a working interest owner
obtains production in gquantities insufficient to justify the in-
clusion of the land upon which such well is situated in a partici-
pating area, such well may be operated and produced by the party
drilling the same subject to the conservation reguirements of this
agreement. The royalties in amount or value of production from any
such well shall be paid as specified in the underlying lease and
agrecnents affected.

14. ROYALTY SETTLEMENT. The United States and any State
and any royalty owner who, is entitled to take in kind a sharevgf
the substances now unitized hereunder shall hereafter be entitled
to the right to take in kind its share of the unitized substances,
and Unit Operator, or the working interest owner in case of the
operation of a well by a working interest owner as herein provided
for in special cases, shall make deliveries of such royalty share
taken in kind in conformity with the applicable contracts, laws,
and regulations. Settlement for royalty interest not taken *.. kind
shall be made by working interest owners responsible therefor under
existing contracts, laws and regulations, or by the Unit Operator,
on or before the last day of each month for unitized substunces
produced during the preceding calendar month; provided, however,

that nothing herein contained shall operate to relieve the lessees

"of any land from their respective lease obligations. for the pay-

ment of any royalties due under their leases.
If gas obtained from lands not subject o this agreement is
introduced into any participating area hereunder, for use in re-

pressuring, stimulation of preduction, or increasing ultimate re-

_covery, in conformicy with a plan of operations approved by the
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Supcrvisor and Lhe Land Commissioner, a like amount of qan, aftler
scttlement as hevein provided for any gas transferred from any other
participating arca and with appropriate deduction for Jons from any
cause, may be withdrawn from the formation into which the qgas is
introduced, royalty {rec as to dry gas, but not as to any products
which may be extracted therefrom; provided that such withdrawal
shall be at such time as may be provided in the approved plan of
operations or as may otherwisc be consented to by the Supervisor and
the Land Commissioncr as conforming to good petroleum engincering
practice; and prxovided further, that such right of withdrawal shall
terminate on the termination of this unit agreement.

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 Federal landa as provided herein at the rates
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 rete depends on the daily avecrage
production per well, said average production shall be determined in
accordance with the operating regulations as though each .partici-
pating area were a single consolidated lease.

Royalty due on accoﬁnt of State lands shall be ccmputed and
paid on the basis of all unitized substances allocated to such lands

15. RENTAL SETTLEMLENT. Rental or minimum royvaltics dJdue
on leases committed hereto shall be paid by working interest owners
responsible therefor under existing contracts, laws, and regulations
provided that nothing hercin contained shall operate to relieve the
lessees of any land from their respective :ease obligations for the
payment of any rental or minimum royalty due under their leases.
Rental or minimum royalty for lands of the United States subject to

this agreement shall be paid at the rate specified in the respective
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i full force and effect; and the parties hereto hereby consent that

. i the Secretary, as to Federal leases and the Land Commissioner, as to

same conform to the . provisions hereof, but otherwise to remain in

lcascs from the United States unless such rentil or minimum royalty
is waived( suspended, or reducecd by law or by approval of the Secre-~
tary or his duly authorized representative.

Rentals on State of New Mexico lands subject to this agreco-
ment shall be paid at the rates specified in the respective learnea.

With respect to any lease on non-Federal land containiny pro-
visions which would texminate such lease unless drilling operations
are commenced upon the land éovered thereby within the time therein
specified or rentals are paid for the privilege of deferring such
drilling operations, the rentals required thereby shall, notwith-
standing any other provision of this agreement, be deemed to accrue’
and become payable during the term thereof as extended by this agree-
ment and until the required drilling operations are commenced upon

the land covered thereby or until some portion of such land is in-

cluded within a participatin

i

area.

u)

16, CONSERVATION. Operations hereunder and production of ;
unitized substances shall be conducted to provide for the most econ-
omical and efficient recovery of said sukbstances without waste, as
defined by or pursuant to State or Federal law or regulation.

17ﬂ DRAINAGE. The Unit Operator shall take such measures
as the Supervisor and Land Commissioner deem appropriate and ade-
guate to prevent drainage of unitized substances from unitized land
by wells on land not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions, and provisioas of all leases, subleascs, and other con-
tracts relating to exploration, drilling, development, oOr operation |
for 0oil or gas on lands committed to this agreement are hereby ex-

pressly modified and amended to the extent necessary to make the
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State lecases, shall and cach by his approval hércof, or hy the
approval herecof by his duly authorized representative, docs hereby
establish, alter, change, or revoke the drilling, producing, rental,
minimum royalty, and royalty requircments of Federal and State
lecases committoed hereto and the regulations in respect thercto to
conform said requircments to the provisions of this agreement, and,
without limiting the generality of the foregoing, all leases, sub-
leases, 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 performance of
all obligations for development and operation with respect to each
and every sceparately owned tract subject to this agreement, regard-
less of whether there is any development of any particular tract of
the unit areas.

(b) Drilling and producing operations performed hereunder
upon any tract of unitized lands will be accepted and deemed to be
performed upon and for the benefit of each and every tract of uni-
tized land, and no lease shall be deemed to expire by reason of
failure to drill or produce wells situated on the land therein em-
braced.

(c) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the Secrctary and
the Land Commissioner, ox his duly authorized representative, shall
be decemed to constitute such suspension pursuant to such direction
or consent as to each and every tract of unitized land. A suspension
of drilling oxr producing opcrationsklimited to specified lands shall
be applicable only to such lands.

{(d) Each lease, subleasc or contract relating to the ex-
ploration, drilling, development or operation for oil or gas of

lands other than those of the United States and State of New Mexico
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Act of September 2, 1960 (74 Stat. 781-784): '"Any (Federal) lease

committed to this ayreement, which, by its terms might expire prior
to the termination of this agreement, is hereby extended beyond any
such terms so provided therein so that it shall be continued in full
force and ecffect for and during the term of this agreement,

(e} Any Federal lease for a fixed term of twenty (20) years
or any renewal thereof or any part of such lease which is made sub-
ject to this agreement shall continue in force beyond the term pro-
vided therein until the termination hereof. Any other Federal leasc
committed hereto shall continue in force beyond the term so provided
therein or by law as to the land commnitted so long as such lease re-
mains subject hereto, provided ghat production is had in paying quan-
tities under this unit agreement prior to the expiration date of
the term of such lease, or in the event actual drilling 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 yearcs and so long thereafter as oil or gas
is produced in paying gquantities in accordance with the provisions
of the Mineral Leasing Act Revision of 1960.

(£) Each sublease or contract relating to the operation
and development of unitized substances from lands of the United
States committed to this agreement, which by its terms would expire
prior to the time at which the underlying lease, as extended by the
immediately preceding paragraph, will expire, is hereby extended
beyond any such term so provided therein so that it shall be con-
tinued in full force and effect for and during the term of the under-
lying lease as such texrm is herein extended.

(g) éhe segregation of any Federal lease committed to this
agreement is governed by the following provision in the fourth para-

grapn of Sec. 17(j) of the Mineral Leasing Act, as amended by the
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herctofore or hereafter committed to any such (unit) plan embracing
lands that are in parxrt within and in part outside of the area
covered by any such plan shall be segregated into separatc 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 continue in force and
effect fcr the term thereof but for not less than two years from
the date of such segregation and so long thereafter as oil or gas is
produced in paying quantities."

(h) 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 committed hereto
until the termination hereof.

(i) Any lease embracing lands of the State of New Mexico
having only a portion of its lands committed hereto, shalil be segre-
gated as to the portion committed and the portion not_committed,
and the terms of such lease shall apply separately to such segre-
gated portions conmencing as of the effective date hereonf; provided,
however, notwithstanding any of the provisions of this agreement to
the contrary any leasc 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 provided therein as tc all
lands embraced in such lease, if oil or gas is discovered and is
capable of being produced in paying gquantities from some part of
the lands embraced in such lease at the expiration of the secondary

term of such lease; ox if, at the expiration of the secondary term,

. the lessee or the Unit Operator is then engaged in bona fide drill-

: ing or reworking operations on some part of the lands embraced in

such lease, the same, as to all lands embraced therein, shall re-
main in full force and effect so long as such operations are being

diiigently prosecuted, and if they result in the production of oil

-22-
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ALAR All
western union

IPMFEXA SANA
2-096677E003 01/03/74
ICS IPMBNGZ .CSP

5052433547 TDBN ALBUQUERQUE MM 90 01-03 Ol14P EST
PMS THE CHAIRMAN OF THE OIL CONSERVATION COMMISSION, FONE AND
MAIL
NEW MEXICO STATE LAND OFFICE BLDG
SANTA FE NM T~
RE APPLICATION NUMBER'5132-AMERICAN QUOSAﬁ\PFTRnLFU% OF NEW
MEXICO =
DEAR MR PORTER
I AM OPPOSED TO THIS APPLICATION ON THE BASIS OF AN INADEQUATE
DESCRIPTION OF THE SECTION OF LAND INVCLVED IN THE PETITION.
1 HAVE SOME ACREAGE IN THE TOWNSHIP AND RANGE TO BE UNITIZED;
480 ACRES IN SECTION 13 AND 120 ACRES IN SECTION 24, I REQUEST
POSTPONEMENT OF THIS HFARING SO THAT I MAY HAVE TIME TO PREPARE
MY OPPOSITION TC THIS APPLICATION AND TO BE ADEQUATELY HEARD.
PLEASE READ THIS TELEGRAM INTO THE RECORD.

MICHAEL P GRACE

{1316 EST

| IPMFEKA SANA
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or ras; said lease shall continue in full force and effect as to all
of the lands embraced therein, so long thereafter as oil or gas In
paying quantities is being produced from any protion of said lands.
19, COVENANTS RUN WITH LAND. The covenants herein shall
be construed to be covenants running with the 1and with respect to
the interest cf the parties hereto and their successors in Interest
until this agreement terminates, and any grant, transfer, or convey-
ance, of interest in land or leases subjecf hereto shall be and here-
by 1s conditioned upon the assumoticn of all privileges and obli-
mations hereunder by the grantee, transferee, or other successor in
interest. No assignment or transfer of any working Iinterest, rov-
alty, or other interest subject hercto shall be binding upon Unit
Operator until the first day of the calendar month after Jnit Opera-
tor i1s furnished with the original, photostatic, or certified copy
of the instrument of transfer.

20, EFFECTIVE DATE ANE TERM. This agreement shall become

i

effective upon approval by the Secretary and the Land Commissioner
or their duly authorized reonresentatives, and shall terminate five (%)
yvyears from said effective date unless

(a) such date of expiration is extended by t£he Director and
the Land Commissioner, or

(b} 1t 1is reasonably determined orior to the cxpiration of
the fixed term or any extension thereof that the unitized land is
incapable of production of unitized substances in raving nuantities
in the formations tested hereunder and after notice of intention to
terminate the agreement on such ground 1s given by the Unit Operator
to all parties in interest at thelr last known addresses, the agree-~
ment is terminated with the apnroval of the Sunervisor and the Land
Commissioner, or

(¢) a valuable discovery of unitized substances has been

made or accepted on unitized land during said initial term or any

e/ X0 NN =

<




extension therceof, in which cvent the agrecmen* shall remain in 1

1

M ceffact {oxr such Lorim and s0 Jong as unitized substances can be pro- 2

3 duced in quantities sufficient to pay for the cost of producing 3

1 same {rom wclls on wnitized land within any participating area es~- 4

5 ? tablished hercundex and, should production cease, so long thercafter 5

6 as diligent operations are in progress for the restoration of pro- 6

7 ' duction or discovery of new production and so long thereafter as 7

8 | unitized substances so discovered can be produced as aforesaid, or 8

9 (d) it is terminated as heretofore provided in this agree- 9

10 ment. This agreement may be terminated at any time by not less thanj 1V

11 75 per centum, on an acrcage basis, of the working interest owners 111

: 12 signatory hereto, with the approval of the Supervisor and the Land 12
g i3 ; Commissioner; notice of any such approval to be given by the Unit i3
5 14 5 Opexato? to all parties hereto. 14
¥ 15 : 21. RATE OF PROSPECTING, DEVELOPMENT, AND DPRODUCTION., The 1s

i

16 é Directoxr is hereby vested with authority to alter or modify from 16

17 i time te time in his discretion the guantity and rxrate of production 17

18 E Qnde: thils agreement wnhen such quantity and rate is not fixed pur- 18

19 f suant to Federal or State law or does not conform to any state-wide 19

290 f voluntary coaservation or allocation program, whicn is estadblished, 20

Z1 ? recognized, and generaily adhered to by the major;ty ol operators 21

22 ? in such State, such authority being hereby limited to altexation ox 22

23 é mociliicacion in the public interest, the purpose thereof anda the 23

24 f SULLiC interest to be served tnereby to be stated in the oxder of 24

25 a.teration or modification. Without regard to the foregoing, the ! 25

25 | Direcwor and the Commissioner are alsc hercby vested with autihioricy % 26

27 % Lo aiter or wodify from time to time in nis discretion the rate of g 27

H %
25 ZUGssecting and development and the cuantity and rate of produccion % 26
{
25 WnLCZ Thnls agreement when such alteration or modification is in whe § 29
0 | intcorest of attalning the conservation objectives stated in this |30

. agreoiient ana is not in viclation of anv
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Powers in this section vested in the Director and the Com-
missioner shall only be exercised after notice to Unit Operator and
onportunity for hearinpg to he held not less than 15 days from notlce.

22. APPEARANCES. Unit Operator shall, after notice to other
parties affected, have the right to appear for and on behalf of any
and all Interests affected hereby before the Department of the
Interior and the Commissioner of Public Lands and to apreal from
orders 1ssued under the repulations of said Department cor Land
Commissioner or to apply for relief from any of said regulations or
in any proceedings relative to operations before the Department of
the Interior or the Land Commissioner or any other legally consti-
tuted authority; provided, however, that any other interested party
shall also have the right at his own expense to be heard in any such
proceeding.

23. NOTICES. All notices, demands or statements reauired
hereunder to be given or rendered to the parties hereto shall be
deemed fully given if given in wrifting and personally delivered to
the party or sent by postpaid registered or certified mail, addressed
to such party or parties at their respective addresses set forth in
connection with the signatures hereto or to the ratification or ccn-
sent herecf or to such other address as any such party may have fur-
nished in writing to party sending the notice, demand or statement.

24, NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement
contained shall be construed as a waiver by any narty hereto of the
right to assert any legal or constitutional right or defense as to
the vaiidity or invalidity of any law c¢f the State wherein said uni-
tized lands are located, or of the United States, or regulations
issued thereunder in any way affecting such party, or as a waiver by
any such party of any right beyond his or 1ts authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agree-

ment reaquiring the Unit Operator to commence or continue drilling or

ON

[« BN R« |

18
19
20
21

22

31

23
by
25
26
27
28
29
30




TV

(o« B A ¥

10
11
12
13

15
l§
17
18
19
20
21
22
23
24
25
26
27
28
29

30

' the United States or the State of New Mexico should be withheld, but

to operate on or produce unitized substances fvom any of the lands
covered by this agreement shall be suspended while the Unit Operator,
despite the exercise of due care and diligence, is prevented from
complying with such obligations, in whole or in part, by strikes,
acts of God, Federal, State, or municipal law or agencies, unavoid-
able accidents, uncontrollable delays in transportation, inability
to obtain necessary materials in open market, or other matters be-
yond the reasonable control of the Unit Operator whether similar to
matters herein enumerated or not. No unit obligation which is sus-
pended under this section shall become due less than thirty (30)
days after it has been determined that the suspension is no longer '
applicable. Determination of creditable "Unavo.dable Delay" time
shall ke made by the unit operator subject to approval of the Super-
visor aind the Land Commissioner.

26. NONDPISCRIMINATION. In connection with the performance
of work under this agreement, the operator agrees to comply with
all the provisions of section 202 (1) to (7) inclusive of Executive
Order 11246 (30 F.R. 12319), which are hereby incorporated by refer-
ence in this agreement.

27. LOSS OF TITLE. In the event title to any tract of
unitized land shall fail and the true owner cannot be induced to
join in this unit agreement, such tract shall be automatically re-
garded as not committed hereto and there shall be such readjustment
of future costs and benefits as may be required on account of the
loss of such title. 1In the event c¢f a dispute as to title as to any
royalty, working interest, or other interests subject thcreto, pay-
ment or delivery on account therecf may be withheld without liabilit{
for interest until the dispute is finally settled; provided, that,

as to Federal and State land or leases, no payments of funds due

suven funds shall be deposited as directed by the Supervisor and such
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funds of the State of New Mexico shall be depo~ited as directed by
the Land Commissioner, to be held as unearned money pending final

settlement of thec title dispute, and then applied a3z earned or re-
turned in-accoxdance with such final settlement.

Unit Operator as such is relieved from any responsibility
for any defect or failure of any title hereunder.

28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of
any substantial interest in a tract within the unit area fails or
refuses to subscribe or consent to this agreement, the owner of the
working interest in that tract may withdraw said tract from this
agreement by written notice delivered to the Supervisor and the
Land Commissioner and the Unit Operator prior to the approval of
this, agreement by the Supervisor. Any oil or gas interests in lands
within the unit area not committed hereto prior to submission of
this agreement for final approval may thereafter be committed hereto
by the owner or owners thereof subscribing or consenting to this
agreement, and, if the interest is a working interest, by the owner
of such interest also subscribing to the unit operating agreement.
After operations are commenced hereunder, the right of subsequent
joinder, as provided in this section, by a working interest owner
is subject to such requirements or approvals, if any, pertaining to
such joinder, as may be provided for in the unit operating agree-
ment. After final approval hereof, joinder by a non-working inter-
est owner must be consented to in writing by the working interest
owner committed hereto and responsible for the payment of any bene-
fits that may accrue hereunder in behalf of such non-working inter-
est. A non-working interest may not be committed to this uni<t
unless the corresponding working interest is committed hereto.
Joinder to the unit agreement by a working-interest owner, at any
time, must be accompanied by appropriate joinder to the unit opera-

ting agreement, if more than one committed working-interest owner
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is involved, in orderx for the interest to be r::garded as committed
to this unit agreement. LUExcept as may otherwise herein be provided,
subscquent joinders to this agrcement shall be effective as of the
first day of the month following the filing with the Supervisor and
the Land Commissioner of duly executed counterpafts cof all or any
papers necessary to establish effective commitment of any tract to
this agreement unless objection to such joinder is duly made within
60 days by the Supervisor and the Land Commissioner.

292. COUNTERPARTS. This agreement may be executed in any
number of counterparts no one of which needs to be executed by all
parxties or may be ratified or consented to by separate instrument 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 regardless of whethier or
not it is executed by all other partiec owning or claiming an interxr-
est in the lands within the above-described unit area.

30. SURRENDER. Nothing in this agreement shall prohibit
the exercise by any working interest owner of the right to surrender
vested in such party by any lease, sublease, or operating agreement
as to all or any part of the lands covered thereby, provided that
each party who will or might acquire such working interest by such
surrender or hy forfeiture as hereafter set forth, is bound by the
t.erms of this agreement.

If as a result of anv such surrendexr the working interest
rights as to such lands become vested in any party other than the
fee owner of the unitized substances, said ?arty may forfeit such
rights and further benefits from operation hereunder as to said
land to the party next in the chain of title who shall be and become
the owner of such working interest.

If as the result of any such surrender or forfeiture working
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interest rigiits become vested in the fec owner of the unitized sub=-
stances, such owner may:

(1) Accept those working interest rights subject to this
agreement and the unit operating agreement; or

(2) Lease the portion of such land as is included in a
participating area established hereunder subject to this agrecment
and ﬁhe unit operating agreement. -

{3) Provide for the independent operation of any part of
such land that are not then included within a participating area

established hereunder.

the working interest rights subject to this agreement and the unit
operating agreement or lease such lands as above provided within
six (6) months after the surrendered or forfeited working interest
rights become vested in the fee owner, the benefits and ckligations
of operations accruing to such lands under this agreement and the
unit operating agreement shall be shared by the remaining owners. of
unitized working interests in accordance with their respective
working interest ownerships, and such owners of working interests
shall compensate the fee owner of unitized substances in such lands
by paying sums equal to the rentals, minimum royalties, and royal-~
ties applicable to such lands under the lease in effect when the
lands were unitized.

An appropriate accounting and settlement shall be made, for
all benefits aécruing to or payments and expenditures made or in-
curred on behalf of such surrendered or forfeited working intecrest
subsequent to the date of surrender or forfeiture, and payment of
any moneys found to ke owing by such an accounting shall be made as

between the parties within thirty (30) days. 1In the event no unit
ment between the proper parties thereto cannot be consummnated, the

-20-

If the fee owner of the unitized substances does not accept

operating agreement is in existence and a mutually acceptable agreep
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! or liability on account of delay or failure in whole or in part to

Supervisor may prescribe such xcasonable and ejuitable agreement as
he deems warranted under the circumstances.

The exercise of any right vested in a werking interest owner
to reassign such wofking interest to the party from whom obtained
shall be subject to the same conditions as set forth in this section
in regard to the exercise of a right to surrender.

31. TAXES. The working interest owners shall render and
o= - for their account and the account of the royalty 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 contract after the effective date of this agreement, or upon
the proceeds derived therefrom. The working interest owners on each
tract shall and may charge the proper proportion of said taxes to
the rovalty owners having interests in said tract, and may currently
retain and deduct sufficient of the unitized substances or deriva-
tive products, or net proceeds thereof from the allcocated 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.

32, NO PARTNERSHIP. It is expressly agreed that the re-
lation‘of the parties hereto is that of independent contractors and
nothing in this agreement contained, expressed or implied, nor any
operations conducted hereunder, shall create or be deemed to have
created a partnership or association between the parties hereto or
any of them.

33. CONFLICT OF SUPERVISION. Neither the Unit Operator
nor the working interest owrers, nor any of them, shall be subject
to any forfeiture, termination or expiration of any right hereuncer

or under any leases or contracts subject hereto, or to any penalty
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1 comply with any applicable provisions thereof to the extent that 1
2 the said Unit Operator or the working interest owners, or any of 2
them, are hindered, delayed or prevented from complying therewith 3
by reason of failure of the Unit Operator to obtain, in the exercise
5 of due diligence, the concurrence of proper representatives of the ; 5
6 United States and proper representatives of the State of New Mexico §6
7 In and about any matters or things concerning which it is required 57
8 herein that such concurrence be obtained. The parties hereto, in- §8
9 cluding the State Commission, agree that all powers and authority E 9
10 vested in the State Commission in and by any provisions of this ;10
% 11 agreement are vested in the State Commission and shall be exercised 11
! f 12 by it pursuant to the provisions of the laws of the State of New 12
4 ' ‘ 13 Mexico and subject in any case to appeal or judicial review as may §13
14 now or hereafter be provided by the laws of the State of New Mexico. 14
15 IN WITNESS WHEREOF, the parties hereto have caused this agree- 15
16 ment to be executed and have set opposite thelr respective names 16
17 the date of execution. 17
18 UNIT OPERATOR AND WORKING INTEREST OWNER:18
19 ATTEST: AMERICAN QUASAR PETROLEUM CO. 19
20 By: By: 20
21 Secretary President 21
22i Address: 606 Vaughn Building 22
23 | Midland, Texas 79701 23
24 WORKING INTEREST OWNERS Y
25 ATLANTIC RICHFIELD COMPANY 25.
26 By : 26
27
128
‘29
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CORPORATE

STATE QF New Mexico 1§

i

COUNTY OF Eddy t
The foregoing instruinent was acknowledged before me this day
of y 1973, by TED COLLINS, JR. Who is Vice

President of American Quasar Petroleurmn Co, of New Mexico, a New

Mexico Corporation, for and on behalf of said Corporation.

MY COMMISSION EXPIRES: Notary Public

CORPORATE

STATE OF New Mexico §

0
COUNTY OF Eddy ]
The foregoing instrument was acknowicdged before me this day
of ,kkk‘k\1973, by who is_Attorney

in-Fact for ATLANTIC RICHFIELD COMPANY a Delaware Corporation,

for and on behalf of said Corporation.

Notary Pubiic

MY COMMISSION EXPIRES:
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OUTLINE OF UNIT AREA
TRACT NUMBER

FEDERAL LAND, 4,120.00 ACRES
80.47% OF UNIT APREA

STATE LAND, 640.56 ACRES
12.517% CF UNLIT AREA

PATENTED (FEL) LAND, 359.40
7.02%7 OF UNIT AREA

TOTAL 5,119.96 4CRES

ACRES

EXHIBIT "A"
WHITE CITY UNIT
EDDY COUNTY, NEW MEXICO
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hocket No. 1-74

BOURET: | EXAMINER WEARING, = VHURSDAY - JANUARY 3, 1974
G AM, = OlL CONSERVATION COMMISSION CONFERENCE ROOM,
__STATE _LAND OFFICE BUILDING -~ SANTA FE, NEW MEXICO

N R T T

The following cases will be heard before Daniel S. Nutter, Examiner, or Richard L.
Stamets, Alternate Examiner:

CASY 5000: (Continued from the June 20. 1973, Regular Hearing)

In the matter of the hearing called by the 01l Conservation Commission
on its own motion to permit Aztec 0il and Gas Company and United States
Fidelity and Guaranty Company and all other interested parties to
appear and show cause why the Aztec Totah Unit Wells Nos. 17 and 18,
located in Unit E of Section 20, and Unit H of Section 19, respectively,
Township 29 North, Range 13 West, San Juan County, New Mexico, should
not be plugged and abandoned in accordance with a Commission-approved
plugging program.

CASE 5006: (Contlnued from the June 20, 1973, Regular Hearing)

In the matter of the hearing called by the 0il Conservation Commission
on its own motion to permit Aztec 0il and Gas Company and United States
Fidelity and Guaranty Company and all other interested parties to appear
and show cause wny the Souihicast Lha Cha Unit Well No. 1 located in

Unit M of Section 32, Township 29 North, Range 13 West, San Juan Couniy,
New Mexico, should not be plugged and abandoned in accordance with a
Commission~approved plugging program.

CASE 5128: Application of Gulf 011 Corporation for a non-standard gas proration
unit and simultaneous dedication, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks approval fcr 2 140-acre non-standard
gas proration unit comprising the NE/4 SW/4 and W/2 SE/4 of Section 28
and the NW/4 NE/4 of Section 33, both in Township 21 South, Range 37
East, Blinebry CGas Pool, Lea County, New Mexico, to be simultaneously
dedicated to its .J. N. Carson Wells Nos. 4 and 9 located im Units O and
K, respectively, of Section 28.

CASE 5129: Application of Dorchester Exploration Company for compulsory pooling,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
an order force pooling all mineral interests in the Wilson~Pennsylvanian
Pool underlying the E/2 of Section 13, Township 21 South, Range 34 East,
Lea County, New Mexico, to be dedicated to a well to be drilled at a
standard location in Unit 1 of said Section 13. Also to be considered
will be the cost of drilling and completing said well and the allocation
of such costs, as well as actual operating costs and charges for super-
vision. Also to bhe considered is the designation of applicant as operator
of the well and a charge for risk involved in drilling s2id well.

- CASE 5130: Application of Mesa Petroleum Company for the amendment of Order No.
R-4658, Lea County, New Mexico. Applicant, in the above-styled cause,
seeks the amendment of Order No. R-4658, which order promulgated special
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(Case 5130 coptinued from Page 1)

CASE 5132:

CASE 5133:

CASE 5134:

CASE 5135:

pool rules for the North Shoe Bar-Strawn Pool, fLea County, New Mexico.
Applicant seeks the amendment of sald rules to provide for a special
gas-oll ratio llmitation of 4000 to one.

Application of Jake Hamon for salt water dispesal, lLea County, New
Mexico. Applicant, in the above-styled cause, seeks authority to
dispose of produced salt water into the Devorian formation through the
perforated interval from 12,935 feet to 12,946 feet and the open-hole
interval from 12,960 feet to 13,023 feet in his Getty State L-736 Well
No. 1 located in Unit D of Section 32, Township 16 South, Range 36 East,
East Shoe Bar-Devonian Pool, Lea County, New Mexico.

Application of American Quasar Petroleum Company of New Mexice for a
unit agreement, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks approval of the White City Unit Area comprisiag
5,120 acres, more or less, of Federal, State and feec lauds in Townsiuip

25 South, Ranges 25 aond 2% East, Eddy County, New Mexico.

Application of Atlantic Richfield Company for four non~-standard gas
proration units and simultaneous dedication. Lea County, New Mexico.
Applicant, in the above-stvled cause, seeks approval for the following
320-zacie non-standard gas proration units in Township 22 South, Range 36
East, Jalmat Gas Pool, Lea County, New Mexico:

The N/2 of Section 34 to be dedicated to its Curran Jones Wells Nos. 1
and 10 located in Units A and C, respectively, of Section 34;

McDonald State Lease:

The N/2 of Section 14 to be dedicated to Wells Nos. 11 and 25 both
located in Unit D of Section 1l4;

The E/2 of Section 26 to be dedicated to Wells Nos. 22, 9, and 8
located in Units A, G, and P, respectively, of Section 26;

The W/2 of Section 24 to be dedicated to Wells Nos. 26 and 12 located
in Units D and M, respectively, of Section 24.

Application of Atlantic Richfield Company for simultaneous dedication,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
approval for the simultaneous dedication of four wells to a standard
640~acre unit comprising all of Section 15, Township 22 South, Range
36 East, Jalmat Gas Pool, Lea County, New Mexico, said wells being
applicant's McDonald State WN Wells Nos. 23, 14, 15, and 13, located
in Units €, G, L, and P, respectively, of Section 15.

Application of Atlantic Richfield Company for the amendment of Order
No. R~4549, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks the amendment of Rule 1 of the Special Rules for the
Empire-Abo Pressure Maintenance Project as promulgated by Order No.
R~4549 to expand the project area as defined therein to include the
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(Case 5135 continued from page 2)

sW/b gg/4 of gection 27 and the 512 gElh ot gection 34, both in
Township 17 Southy range 28 Fast, and the NW/& NPf4 and the

qE/ G SW/A of Section 6, Township 18 Southy, rauge 28 rast, Empire-Abo
prool, Fddy County, New Mexico-

Appl1cant fur ther seeks the anendment of Rules 3 and & of said
special rules t°© provtde that effective january 1, 1974, the maximum

allowable for the project area be 33,000 parrels per day rather than
30,000 as presently provided.

CASE 5136 Applicatlon of Coastal states Gas producing Company for an uynorthodoX
oil well location, Lea County: New Mexico: Applicant, in the above-
styled cause, seeks approval for the uncr thodox oil well location of
its McGuffin Well No. 2 at & point 1980 feet trom the North line and
660 feet from the West line of Section 29, Township 9 South, Range 33

Fast, Flying amM-Gan Andres pool, Lea County, Ne¥ Mexico.

CASE 5137 Application of Skelly 0i) CompAnY for two unor thodoX 1ocations; Eddy
Countys New Mexico- Applicant, in ine above—styled cause, geeks
authority o drill two producing wells at two anot thodoX iocations,
one 263C fopt from the North 1ine and 1330 feet from the West lire and
the other 1330 feet from i couth line and 10 feet from the West line,

poth in gection 22, Township 17 South, range 3t East, Grayburg"Jackson
pool, Eddy county, New Mexico.

CASE 51138: Application of Skelly 0il Company for a waterflood project and four
dual comp letions. Eddy County, New Mexico:. Applicant, in the above-
styled cause, ceeks authority to institute 2 waterflood project by the
lnjectiOn of warer jnto the Seven Rivers formation, Fren Pool, through
six jnjection wells in its Skelly unic Aresd jn Sections 21, 22 and 28,

Township 17 South, Range 31 East, Eddy County, New Moxlco. three of which
wells would be dually completed for jnjection jnto the geven Rivers
formation and the existing Grayburg—Jackson waterflood project. Appli-
cant further seeks authority te dually complete its Skelly Unit wWell

No. 76 located in ynit O of said Sectiont 271 as a dual completion to
produce from the Ffren Seven Rivers pool and the GraYburg—Jackson pool
through parallel strings of tubing:

CASE 5139: Application of Skelly 0il Company for @ waterflood project, Eddy Countys
New Mexico. Applicant, in the above—styled cause, seeks authority to
institute 2 waterflood project by the jnjection of water into the
Grayburg-San Andres formation through three wells on i{ts Lea ng"

Lease in Section 11, Township 17 South, Range 31 East, Grayburg—lackson
Pool. EddY County, Nevw Mexico-

CASE 5141: Application of David Fasken for directional drilling, Eddy County
New MexicoO. Applicant, in the above-styled cause, seeks authority to

re-enter 2n existing well, the ynor thodoX surface 1ocation of which
is 660 feet §rom the south and West 1ines of Secticn 7, Township 18

couth, Range 726 East, West Atoka—Morrow Gas Pools gddy County, New MexicOs
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(Case 5141 continued {rom Page 3)

and to directionally drill said well in such a manner as to bottom
the well in the Morrow formation at a point 915 feet from the Scuth
line and 660 feet from the West line of said Section 7.

CASE 5142: Application of Amoco Production Company for special pool rules, Eddy
County, New Mexico. Applicant, in the above-styled cauge, seeks the
promulgation of special prsl rules for the Black River-Pennsylvanian
Gas Pool, Eddy County, New Mexico, including a provision for 320-acre
drilling and proration units. In the absence of objection, this pool
will be placed on the standard 320-acre spacing for Pennsylvanian gas
pools rather than the present 160-acre spacing.

CASE 5140: (This case will be continued to January 16, 1974, Exawiner Hearing)

Application of Pleice & Dehlinger for compulsory pooling, Vada-
Pennsylvanian Pool, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests in the Vada-
Peansylvanian Mool uiderlying cthe NW/4 of Section 24, Township 9 South,
Range 33 East, Lea Couniy, New Mexico, to be dedicated to the King
Resources Sheridan Well No. 1-A locaied in Unit C of said Section 24;
Also to be considered is designation of the applicant as operator of
the NW/4 of said Section 24 and the well located thereon, provision

for allocation of actual operating costs and charges for supervision,
and allocation of costs for reworking said well including a 200% charge

share of sald workover costs, for the risk involved in said workover.

CASE 4956: (Reopened) (This case will be continued to January 16, 1974, Examiner
Hearing)

Application of Pierce & Dehlinger for a determination of well costs,

Lea County, New Mexico. Applicant, as operator of the Sheridan Well

No. 1 located in Unit M of Section 13, Township 9 South, Range 33 East,
Lea County, New Mexicc, to which well is dedicated the SW/4 of said
Section 13, all mineral interests in the Vada-Penmnsylvanian Pool there-
under having been pooled by Commission Order Mo. R-4560, seeks the
determination of reasonable well costs attributable to applicant and

to King Resources, including, but not limited to, the costs of reworking
and placing said Sheridan Well No. 1 back on production and attorneys
fees in connection therewith. Applicant further seeks an order assessing,
as a charge for the risk invelved in the reworking of the well, 120%

of the pro rata share of the reasonable well costs attributable to the
working interest of King Resources.
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa I'e, New lMexico
January 3, 1974

EXAMINER HEARING

IN THE MATTER OF:

Application of American Quasar Petroleum
Company of New Mexico for a unit agreement
Eddy County, New Mexico.

Case Mo,

5132

Nt Nt Vet Vet N Nt Mo o

BEFORE: Daniel S. Nutter, Examiner

TRANSCRIPT OF HEARING

APPEARANCES

For the New Mexico 0il
Conservation Commission: Thomas Derryberry, Esq.

Legal Counsel for the Tor~iss
State Land Office Bu...'ng
Santa Fe, MNew IMexico

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEX!ICO 87501
TEL. (S0S) 982- 0386
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Page. T

MR. NUTTER: We will next call Casc No.5132.

Quasar Petroleum Company of New Mexico for a unit agrecment,

Eddy County, New Mexlco-
MR. NUTTER: Now, W€ have had a request from the

Applicants in this case for a continuance in the case bto

\January 30. Now, Mr. Borkenhagen, I believe we have a tele-

“gram that has been phoned into us from Mr. Grace regarding
i 0O, requesting & continuance of it and at the
request of Applicant, Case No. 5132 will be continued To
the BExaminer Hearing scneduled to be held at 9:00 o'clock
A.M., January 30, 1975 at the 01l Conservation Commission
Conference Room, State Land ~ +C®€ Building, Santa Fe, New
Mexico.

T think with that case, we've called on the cases

on the Docket for today and the Hearing 1is adjourned.

THE NYE REPORTING SERVICE
ST ATE-WIDE DEPOSITION NOTARIES
225 SOMNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386

MR. DERRYBERRY : Case 51.3%2. Application of Anerican




STATE OF NEW MEXICO
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COUNTY OF SANTA FE
L, r:OHARD L. NYE, Court Reporter, do nereby certify
that the foregoing and attached Transcript of Hearing before
the New Mexico 0il Conservation Commission was reported by
me, and the same is a true and correct record of the said

proceedings, to the best of my knowledge, skill and ability.

COURT REPORTER U

Evaniner

¥ew Mexico 0il Conservation Coumission

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. ($05) 982- 0386
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For the New Mexico 0il
Conservation Commission: William Carr, Esq.
Legal Counsel for the Com-

mission
Stabe Land Office Building

Santa Fe, New Mexico

For the Applicant: Clarence Hinkle, Esq.
HINKLE, BONDURANT, COX &

EATON
Hinkle Building
Roswell, New Mexico
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STATE-WIDE DEPOSITION NOTARIES

SANTA FE, NEW MEXICO 87501
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EXAMINER HEARING
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Application of American Quasar )

‘ Petroleun Company of New Mexico ) Case No. 5132

for a unit agreement, Eddy County, )
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‘ BEFORE: Daniel S. Nutter, Examiner. ‘
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MR. NUTTER: Next call Case 5132.

MR. CARR: Case 5132. Continued from the January
3rd, 1974, Examiner Hearing. Application of American Quasar
Petroleum Company of New Mexico for a unit agreement, Eddy
County, New Mexico.

MR. HINKLE: Clarence Hinkle, Hinkle, Bondurant,
Cox and Eaton, appearing on behalf of American Quasar Corpon-
ation. We have one witness and three Exhibits.

MR. NUTTER: Any other appearances in Case 51327
You may proceed.

R 1
WOITie ;

s

Fwre o
LWisiiesSs S

CHARLES KIMBRO

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

BY MR. HINKLE:

Q State your name, your residence and by whom you
are employed? |

A I'm Charles Kimbro. I reside in Midland, Texas,
and Ifm employed by American Quasar Petroleum Company.

Q What is your position with American Quasar?

A I'm a geologist with them;

Q Have you previously testified before this Commission?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHMNSON STREET
SANT2 FE, NEW MEXICO 87501
TEL. (505) 982-0386




CASE 5132

KIMBRO-DIRECT Page. B
A I have.
Q Qualified as a petroleum geologist?
A Yes,
Q Are your qualifications a matter of record with

the Commission?

A Yes.,

Q Have you made a study of the White City Unit Area
involved in this case?

A I have.

MR. HINKLE: Are the qualifications sufficient?
MR. NUTTER: Yes, they are.
BY MR. HINKLE:

Q Are you familiar with the Application of American
Quasar in this case?

A Yes, 1 am.

Q What is the purpose of the Application?

A The purpose of the Appliication is to receive con-
firmation of State approval for the Federal Unit that has a
State tract included within the bounds of the Federal Unit.

Q Have you prepared or has there been prepsrcd under
your direction three Exhibits for introduction in this case?

A There has been.

Q Referring to Exhibit No. 1, explain what this is,

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXI|CO 87501
TEL. (505} 982-0386
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CASE 5132

KIMBRO-DIRECT

Page. . . 5
what it shows?
A Exhibit No. 1 is an outline of the unit boundary

which was proved by the U.S5.G.S. and it contains the lease
holdings information within the unit.

Q It shows the ownership of all of the leases?

A Yes.

Q The location of the unit well?

A Yes, it does in Section 1.

Q Now, refer to Exhibit No. 2 and explain what that
shows?

A Exhibit No. 2 is a net porosity isopach of the
Morrow sands. It shows the confines of the productive
limits of the Morrow sands within the White City Field and
also within the interpreted confines of the first Morrow
sands within the Federal Unit,

Q Do you have any further comments on this?

A No.

Q Refer to Exhibit No. 3 and explain what this shows
A Exhibit No. 3 is a structural map on top of the
Morrow limit formation. It does show the structural config-
uration of the Morrow sands within the White City Field and
within the Federal Unit.

Q It also shows the location of the unit well?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0366
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CASE 5132
K IMBRO-DIRECT page. . 6

A Yes, it does.

Q What is the status of the unit well?

A The well has been drilled and has been completed
as a dry hole.

Q Does American Quasar contemplate any further devel
ment within the unit area?

A It is entirely possible there will be additional
development either by American Quasar or we might cause the

well to be drilled.

¥ o)
3
-

'iis is wny you want vo go ahead and get approval
of the unit? |

A Yes. There will be necessity for additional inves
tigation prior to such a recommendation.

Q Now, I believe ycu mentioned this area has been
approved, the designation of it, by U.5.G.S.7

A Yes, it has.

Q Has the form been approved by the U.S5.G.S.?

A Yes.

Q And the form which has been filed with the Appli-
cation is substantially the U.S.G.S. Form with modificaticns
where State acreage is involved?

A Yes, sir.

Q Is American Quasar designated as the unit's operat

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386




CASE 5132

KIMBRO-DIRECT

A Yes, sir.

Q What is the status of execution of the unit by the
various working interest ownersa?

A Everyone participated and approved the unit.

Q Now, in your opinion, if the unit agreement should
be approved and production is later obtained on the unit,
will it be in the interest of conservation, prevention of
waste and protect correlabive rights?

A les.

MR. HINKLE: We would iike to offer Exnibits 1

through 3.
MR. NUTTER: Applicant's Exhibits 1 through 3 will
be admitted.
(Whereupon, Applicant's Exhibid
Nos. 1 through 3 were admitted
into evidence.)

MR. HINKLE: That's all of this witness.

CROSS EXAMINATION

BY MR. NUTTER:

Q Mr. Kimbro, I notice in the unit agreement that w3gs

submitted with the Application, that it calls for a well to
be drilled to the base of the Morrow or 11,700. Has this

well that you are talking about here in Section 1, has that

THE NYE REPORTING SERVICE
STATE-WIDE DEPOS'TION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982- 0386
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CASE 5132
K IFBRO- cROSS

been drilled to that depth?

A Yes, sir, we drilled to 11,850.

Q It also called for the drilling of additional well
allowing not more than six months between wells. This is
kind of unusual for an operator to come in and ask for an
agreement after the well has already been drilled. It's
common place that the second well would be drilled or else
the unit would die of its own term?

A Yee, sir, that's true. Our position in this was,
of course, we had to begin the well prior to January 1. It
was during December there were nc cases to be heard and we
did check with all the State agencies in order to proceed

with the unit. It's unfortunate.

Q It was continued from January 3rd to this present
date?

A Yes.

Q In the meantime --

A (Interrupting) The well is down. The well is
comnleted. .

Q I see.

MR. NUTTER: Are there any further questions of Mn

Kimbro? You may be excused.

(Witness excused.)
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MR. NUTTER: Do you have anything further, Mr.

Hinkle?

MR. HINKLE: That's all.

MR. NUTTER: Does anybody have anything further

they wish to offer in Case 51327 We will take the case

under advisement.
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STATE OF NEW MEXICO )
}ss.

COUNTY OF SANTA FE )}
I, RICHARD L. NYZ, Court Reporter, do hereby certify

that the foregoing and attached Transcript of Hearing btefore

the New Mexico Oil Conservation Commission was reported by

me, and the same 1s a true and correct record of the saild

proceedings, to the best of my knowledge, skill and ability.
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NEW MEXICG OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
January 3, 1974

EXAMINER HEARING

IN THE MATTER OF:

Application of American Quasar Petroleum

Page....... ..

BEFORE THE

Arnat P el Vs Nt Nt ot Not”

Company of New Mexico for a unit agreement Case No.
Eddy County, New Mexico. 5132
BEFORE: Daniel S. Nutter, Examiner
TRANSCRIPT OF HEARING
APPEARANCES
For the New Mexico 0Oil
Conservation Commission: Thomas Derryberry, Esq.
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Page......... 2

MR. NUTTER: We will next call Case No.5132.

MR. DERRYBERRY: Case 5132. Application of American
Quasar Petroleum Company of New Mexice for a unit agreement,
Eddy County, New lMexico.

MR. NUTTER: Now, we have had a request from the
Applicants in this case fer a continuance in the case to
iJanuary 30. HNow, Ilir. Borkenhagen, 1 believe we have a tele=
gram that has been phoned into us from Hr. Grace regarding

| ' this case, too, requesting a continuance of it and at the

request of Applicant, Case No. 5132 will be continued to

the Examiner Hearing scheduled to be held at 9:00 o'clock

A.M., January 30, 1974 at the Oil Conservavion Commissicn
Confercnce Room, State Land Office Building, Santa Fe, New
Mexico.

T think with that case, we've called on the cases

on the Docket for today and the Hearing is adjourned.
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STATE OF NEV MEXICO % |
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COUNTY OF SANTA FE )

v, RICHARD L. NYE, Court Reporter, do hereby certify

that the foregoing and attached Pranscript of Hearing before
Mexico Oil Conservation Cormission was reported by

the New
d correct record of

me, and the same is a true an the said
proceedings, to the best of my knowledge, skill and ability.

e o 1 e e e

I -
COURT REPURTER

Conservation Coiaission

Yow Moxico 011
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Nl LBXICO CiL COLGERVATIONR Cllwil 3ollh

B

Santva Fe, lew iexico

Janvary 3¢, 197L

s AT HER EBARING

I THL MATTLR OF:

Avplication of American Kuasar
Petroleun Company of ilew L.exico
for a unit a

Naw lexlico.

S v ey ey e Y., Y R
creeient, sddy Sounty,

-
v
()

BEFO: Daniel 5. KRutiter, Zxaciner.

TRARSCRIPT OF EEARING

For the liew Liexico (il
Conservation Conusission:

milssion

State

Santa
o~ - . A = - . ok .
For the Applicant: Clarenc

LATCH

ic
HIikKLL, BONDURANT

Case I

Nt Mt N N e N A e N

Carr, Isqg.

[}
Legal Counsel for

Hinkle Building

Roswell, Hew lexico
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Do
Page
CHARLES KiliBRO
Direet Bxamination by lar. Hinkle 3
Cross bxamination by hir., Hutter 7

Marked Adumitted

. .

Applicant’'s Lxhibits lios. 1 thru 3 -- 7
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FR. HUTTER: MHext call Casc $132.

Ty

M. CARR:  Case 5132. Continued v i vhe Januarvy

3rd, 1974, Sxawinev Hearing. Application ol Averican Quasa:

Petrolaowia Company of rlew hexico for o unit a
County, Wew lLlexicc.
LR. LINKLE: Clarence Hinkle, Hinkle, Bondurant,

£

Cox ond bLaton, appearing on behall of Anerican Quzsar Corpor

A :

atcion. Ve have cne witness and three oxhibits.
YR, HU'TER:  Any other aopearances in Case 51327
You iiay proceed.
{(Witness sworn.)
CHARLES Ki.BRO

called as a witness, having been first duly sworn, we

%]
&

nso A

cXarminsd and testilied ags follows:

iy

DIRACT SKANINATION

Q State vour nanie, your residence and by whom you
are ecnployved?
A I'm Charles Kimbro. 1 reside in widland, Texas,

and 1'x employed by Aucerican Quasar Petrolew. Company.

G Yhat s vour nosition with Averican Guasar?

O
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on?



KLABRO-DI{tsly

A T have.

Q Quglifiea as a pelbroleu:
pi Yes.

Q Are your qualifications

the Comriission?

A YVes.

Q Have you n.ade &
cuse?

involved 1n vhis

A 1 have.
MR. HIUKLE: Are Lne
th

Quasar in this case?
A Yes, 1 ail.

Whet 1s the purpos

Are vou familiar with th

The purpose of the

CALH 5132\

Page..o

geologist?

4 atter of

Ca

2 OL

firmation of State appreval for
State tract included within the b
@ Have you preparcd or has
v our direction three mrniovits Lor
A here has te2l.
_ G Referring wo Lxhibit Ho. 1, exnl
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KIMBRO-DIRLCT

what it shows?
A Exhivit bo. 1 1is on outling of

which was preoved by the U.5.G.5. and It ¢

holdings informnation within uthe unit.

Q It shows the owncrshin of all o

A Yes.

Q The location of the unit well?

A Yes, it does in Szction 1.

8] How, refer to Exhibit Ho. 2 and
shows?

A dxhibit Ho. 2 is a net porosity

biorrow sands. 1t shows the confines of ©
limits of the lLiorrow sands within the Wni
also within the intervreted conlines of ©

sands within the Federai Unit.

Q Do you have any further couizent
A lio.

Q Refer Lo Lxhibit Ho. 3 and expl
& Exhibit ko. 3 is & structural

ilorrow 1init formation. 1t does snow Lhe

CADE 5137

I
Page. . L.

the unit voundary

ontains the lease

I tne lcases?

exnlain what that

isopach of the
he proauctive
te Civy Field and

he first lLiorrow

5 on this?
ain what this shows

mar on top oi the

structural config-

uraticn of the korrow sands within the VWhite City Field and
within the Federal Unit.
Q it also snows the Jocation of the unlit well?
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CASE 5132

KLMBRO-DIRECT Page. 7 ... ..

A Yes, sir.
Q What is the status of exccubion of the unit by the

various working intcrest owners?

A Everyone narticipated and approved lhe unit.
Q llow, in your opinion, i the unit agreeient should

lbe avproved and vroduction is later obtained on the unit,
will it be in the interest of conservation, prevention of
waste and protect correlative rights?

A Yes.

MR, HNIRKLE: VWe would like to offer Bxhibits 1

MR. NUTTER: Applicant's Bxhibits 1 through 3 will

fios. 1 througnh 3 were aduitted

into evidence.)

DTV T R . o
idlivaiadas o

haotta 211 of this vwitness

2 DS A . N £ 2 w I

o

i
SRy
»

P

.

CROSS HKAMILATION

yr. Kinbro, 1 notice in the unit agrsewent that wad
witn the Application, that it calls for az well to

che lorreow or 11,7C0. Has this
>11 that you are tallklng avout hers in Section ), has that
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Ciash

[a®)

13

A

R HBRO- CRUSS Page.......... <

been drilled to that depth?

A Yes, sir, we drilled to 11,850.
Q It also cailed for the drilling of additional well

allowing not ncre than six nonths between wells. This is

-
-~

ind of unusual fer an operator to come in and ask for ar.
agreement after the well has already been drilled. It's
common place that the sccond well would ve drilied or elsc
the unit would die of its own tern?

A Yes, sir, that's vrue. oJur position in this was,
of course, we had to begin the well orior Lo January 1. It

was during December

o

there were no cases to be hesrd and we
did check with all the Statc agencies in order to proceed

with the unit. It's unfortunate,

Q It was continued frow Januvary 3rd to this nresent
date?

A Yes.

Q In the mzantime --

A (Interrunting) The well is down. The well is

conpleted.

@ I sze.

.-

FR. NUTT&E: Are there any further questions of Mr
Kinbro? 7You may be excused.

(Witness excused.)
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CALL 513%Z
Paue.

MR, RUTTeR: Do vou have anyihing furither, Lr,

Hinkle¥

[
P
v

MR. HIRKLLE: Yhat's ¢

HR. HUTPTeR: Does anyvoedy have anyihing further

they wish to offer in Case £1327 Ve will take the case

under advisenent.
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STATE OF Kb MBXIiCU )
-~ )ss.
5 COURNIY OF SANTA FE )
AN
. I, RICHARD L. [Y.&, Court Reporter, do hereby certify
that the foregoing and atiached Trarscript of Hearing befere
: the MHew liexico 01l Conservatvion Comnlssion was revorted by

e, and the same is a true and correct rocord of the said

cedings, to tne best of iy knowledge, skill and ability.

t R@Dorter

I do hzredy certify that the foregoling e
a complete recard of the pro "Cedjf‘é’b in

the Exaniner heoaring of/(,'aso to. s.?/ .....
heard by Le On..... ... ,//30 ............. . 197‘[

ath : }..., Examiner
X pxico 011 f‘onservation Conmission

New
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DRAFT

COMPANY OF NEW

A PLICATION OF AMERICAN QUASAR PETROLEUM
T
7 MEX1CO.

FOR APPROVAL OF TRE
_EDDY COUNTY, NEW

UNIT AG .

' BY.THE.COMMISSION:
Jerﬁ&&? C?SSG came on for hearing at 9 o'clock a.m- on
) v 106 74 at santa Fe, Ne¥w MexicO. pefore Examine<
Nutter .
196 74 the Commission.

e —
Daniel S.
£ Februaly .
imony. the record.

NOW, on this
orum Wweing present,
e recommendations of the 1ly advised

emises,

a qu
and th
in the PT

npotice having peen given required by
ction of this cause and the subject

FPINDS:

That due publ

j1aw, the Commission‘has
m Company of New

matter ﬁhereof.
Americall Quasalr Petrolew
Unit Agreement

(2) That the applicant.

oval of the Vhite city
state,
of Federal jands

ic
jurisdi

Mexico seeks aPPr
covering 5,120 acres, more °F 1ess.,
and Fee
descr{bed as follcws:
COUNTY NEW MEXICO
Easth NMPM

E44y '
POWNSHIP 22 =outp, RANGE 22
£ anit =
/

W | o 7-"‘-‘ Ost—
) o2

\—\—ML«Q 25




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

IT IS THEREFORE ORDERED:

(1) That the White City 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, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and developmen:> of any
lands committed to the unit and production of oil or gas therefrom.

(3) That th» unit operator shall file with the Comnmission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the event
of subsequent joinder by any party or expansioa or contraction of
the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or
ratified.

(4) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico and the Director of the United States Geologi-
cal Survey; that this order shall terminate ipso facto upon the

termination of said unit agreement; and that the last unit opera-

tor shall notify the Commission immediately in writing of such
termination.
(5) 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 herein-
above designated.




