CASE 5138: Application of SKELLY
=22 2138

FOR A WATERFLOOD PROJECT AND 4
DUAL COMPLETIONS, EDDY COUNTY.







BEFORL THE OIL CONSERVATION CCMMISSION
OF THE STATE OF NEW MEXICO

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

CASE NO,. 5138
Order No. R-4717

APPLICATION OF SKELLY OIL
COMPANY FOR A WATFRFLOOD PROJFCT
AND FOUR DUAL COMPLETIONS,

EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing a+ 9 a.m. on January 3, 1974,
at Santa Fe, llew Mexico, before Examiner Daniel S. Nutter.

NOW, on this 25th day of January, 1974, the Commission,
a quorum being present, having 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
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Skelly 0il Company, seeks authority
to institute a waterflood project by injection of water into the
Seven Rivers formation, Fren Pool, through six injection wells in
its Skelly Unit Area in Sections 21, 22, and 28, Township 17
South, Range 31 East, NMPM, Eddy County, New Mexico.

(3) That injection of water in the subject project is to
take place through three singly completed wells converted to water
injection, those being applicant's Skelly Unit Well No. 10, located
in Unit "H" of Section 21; Skelly Unit Well No. 12, located in
Unit "J" of Section 21; and Skelly Unit Well No. 16, located in
Unit "N" of Section 21, all in Township 17 South, Range 31 East,
NMPM, Eddy County, New Mexico, and through three wells to be
recompleted as dual completions (conventional) to inject water
into both the Saven Rivers and th2 San Andres formations, those
being applicant's 3Skelly Unit Well No. 54, located in Unit "L"
of Section 22; Skelly Unit Well MNo. 77, located in Unit "P" of
Secticn 21; and Skelly Unit Well Mo. 89, located in Unit "B" of
Section 28, all in Township 17 South, Range 31 Fast, NMPM, Eddy
County, New Mexico.

!

; (4) That the applicant further seeks authority to recomplete
:;said Skelly Unit Wells Nos. 54, 77, and 89, which are presently
lcompleted as injection wells in the Skelly Unit wWaterflood Project,
'Grayburg-Jackson Pool, as dual completions (conventional) to
llinject water into the Seven Rivers and the San Andres formation
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through a single string of tubing with separation of said
formations achieved by means of a packer.

(5) That the applicant further seeks authority to recomplete
its Skelly Unit Well No. 76, located in Unit "O" of Section 21,
Townshio 17 South, Range 31 Fast, NMPM, Fddy County, New Mexico
as a dual completion (conventional) to produce oil from the
Fren-Seven Rivers and the San Andres formations through parallel
strings of tubing with separation of the zones by means of a
packer set at approximately 3100 feet.

(6) That the wells in the proposed waterflood project area
are in an advanced state of depletion and may properly be classi-
fied as "atriprer" wells.

(7) That approval of the subject waterficod will result in
the recovery of oil which would otherwise not be recovered, there-
by preventing waste and protecting correlative rights. '

(8) That the mechanics of the proposad dual completions are
feasible and in accord with good conservation practices.

{9) That the operator should take all steps necessary to
ensure that the injected water enters only the proposed injection
zones and is not permitted to escape to other formations or cnto
the surface from injection, production, or plugged and abandoned
wells.

(10} That the subject waterflood project should be approved
and governed by rules 701, 702, and 703 of the Commission Rules
and Regulations.

(11) That “he subiect dual completion producer should be
approved and governed by rule 112-A of the Commiszgion Rules and
Regulations.

IT IS TEEREFORE ORDERED:

(1) That the applicant, Skelly 0il Company, 1is hereby
authorized to institute a waterflood project in its Skelly Unit
Area by the injection of water into the Seven Rivers formation,
Fren Pool through the following-dascribed wells, all in Township
17 South, Range 31 East, MNMPM, Eddy County, MNew Mexico:

SKELLY UNIT WELL NO. UNIT SECTION
10 "H" 21
12 3" 21
16 "N 21
77 "pn 21
54 "L 22

89 I)BH 28
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L (2) That the applicant is further authorized to recomplete
. its skelly Unit Well Mo. 54, located in Unit "L" of Section 22,
i 1ts Skelly Unit Well No. 77, located in Unit "P" of Section 21,

i and its Skelly Ynit Well tNo. 89, located in Unit "B" of Section
! 28, all in Township 17 South, Range 31 East, NMPM, Fddy County,

i New Mexico, as dual completions (conventional) to inject water
into the Seven-Rivers and the San Andres formations through a

i, single string of tubing with separation of the zones achieved by
;. means of a packer.

! (3) That the applicant is further authorized to recomplete
its Skelly Unit Well No. 76, located in Unit "O" of Section 21,
Township 17 South, Range 31 Fast, NMPM, Eddy County, New Mexico
as a dual completion (conventional) to produce oil from the Seven
Rivers and the San Andres formations through parallel strings of
2 3/8~inch tubinag with eeparation of the zones achieved by means
of a packer set at approximately 3,100 feet.

(4) That injection into each of the subject injection wells
shall take place throuch 2 3/8-inch EUF internally coated tubiling
set in a packer located ahove and as near as practicable to the
uppoermost perforations and, in the case of the subject dually
completed injection wells, an additional packer shall be located
between the perforations for the respective zones; that the
casing~tubing annulus of each injection well shall be loaded with
an inert fluid and equipped with an approved pressure gauge or
attention-attracting leak dstection device.

(5) That the operator shall immediately notify the superviso
of the Commission's Artesia District Office of the failure of the
tubing or packer in any of said injection wells, the leakage of
water or oil from around any producing well, or the leakage of
water or oil from any plugged or abandoned well within the project!
area and shall take such timely steps as may be necessary cr requikxed
to correct such failure or leakage.

H

(6) That the above authorized waterflood project is hereby
designated the Skelly Unit Fren-Seven Rivers Waterflood Project
and shall be governed by the provisions of Rules 701, 702, and 703
of the Commission Rules and Regulations.

} (7) That monthly progress reports of the waterflood project
herein zuthorized shall be submitted to the Commission in accord-
ance with Rules 704 and 1120 of the Commission Rules and RegulatioPs.

| (8) That the applicant shall complete and operate its Skelly,
', Unit Well No. 76 as hereinabove described in accordance with Rule
i No. 112-A of the Commission Rules and Requlations insofar as said :
rule is not inconsistent with this order. '

i {(9) That the aponlicant shall take packer-leakage tests on 1ts
i Skelly Unit well MNo. 76, as hereinabove described, upon its
' completion and annually thereafter during the Annual Shut-In
Pressure Test Period for the Grayburg-Jackson Pool.
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(10) That jurisdiction of this cause is retained for the

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

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

STATE OF NEW MEXICO
0T, CONSERVATION COMMISSION

I. R. TRUJILLO, Chairman

‘.
A .
ALEX J. ARMIJO, lMember

4L Xz £

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

jx/




SKELLY OIL COMPANY
SKELLY UNIT WELL NO, 89
660' FNL & 1,980' FEL, SECTION 28, T-17-S, R-31-E
DUAL FREN SEVEN-RIVERS & GRAYBURG SAN ANDRES INJECTION WELL
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SKELLY OIL COMPANY
SKELLY UNIT WELL NO. 12
1,980' FSL & 1,980' FEL, SECTION 21, T-17-S, R-31-E
FREN- SEVEN RIVERS INJECTION WELL
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' SKELLY OIL COMPANY
SKELLY UNIT WELL NO, 54

1,980' FSL & 660' FWL, Section 22, T-17-S, R-31-E
DUAL FREN SEVEN-RIVERS & GRAYBURG SAN ANDRES INJECTION WELL i L
%' 2 : / ol
[/'/— s v ) /‘._ K4 (
| N
\!
C : £ i Top of Cement Surface (Circ.)
aa or
dn od
=2 b £ 430' (Cal
g;g ;351/' Top of Cement Q@ 43 (Calc.)
: W
g:a:ﬂ nﬁg c?e‘
) ;_%2:“ 3033,-:—-— 8-5/8" UD Casing Set @ £75' Cement With
= o 150 Sx.
a9
s %
o 88
o Y
48 < lgal— 2-3/8" OD EUE Internally Coated Tubing @
aa o2 Approx. 3,135'.
) oaqn aa
Top Seven Rivers 2,050' — ':a:
a

|-}

=)
o

D-: 2
j+]
L. D
~o

LpdD b

3 o) l<—— Tandem Type Tension Packer W/Holddown @
B 30 Approx. 2,185°'.
a5 gatL-Surface Inj. Reg @ Approx 2,240,
iL {a"ﬂ 2,236'
2 g
g % Perforations (Seven-Rivers)
H 3 2,250"
.qg ?qu
aog 4,
CX aq
“Top Grayburg 3,062'____,.\0¢ A :
X ‘5|<—— Double Grip Packer rox. 3,075'
%‘: ;,; Subsurfaceplnj. Reg.@ %?Rpprox. ’3,130"
DD
L -(/g: 3,127' Top of Grayburg-San Andres Perfs.
IS b Top of 4-1/2" OD Liner @ 3,272
-]
n ] [F—— Cement to Top of Liner (3,272')
b4 ") o
Top Fremier 3,349 —i3]s s g
P AOI: 35:4 7" OD Casing Set @ 3,399' Cement W/325 Sx.
°o 9 o o
Top San Andres 3,451 el £ Fre s EN L e
7% : © s et ONES N T
S : Y, SNSEEVATION Comos
: : J G 2 e,
gk S W Nl
35 LE_‘_______ Bottom of Grayburg-San Andres Perfs,

-— 4-1/2" OD Liner Set @ 3,801’
- D 3,802 Cement W/100 Sx.




SKELLY OIL COMPANY
SKELLY UNIT WELL NO. 16
660' FSL & 1,980" FWL, SECTION 21, T-17-s, R-31-g
FREN- SEVEN RIVERS INJECTION WELL
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Commingled Batte;ieL; ‘Lith Sane Leas¢ Name - |[Eddy
- Grayburg-Jackson
: Skelly Unit - Commi hglled With Skelly Unit - [Fren Pool (Continued)
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] .
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Skelly 011 Compa - : OCT /07
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S
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O%E COPY YO OCC Di3Y. OFPICE
ONE COPY TO TRARMPCRTER

_ACT_ 1973 /s
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‘ &= o - REPREIUANG OR SREISURL AATENANCE Gubpitted in Lieu of Form No. 9~329 District Adminigtrative Coordinator
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

CASE NO. _5138
order No. R- ¥Y7/7

APPLICATION OF SKELLY OIL
COMPANY FOR A WATERFLOOD PROJECT

AND FOUR DUAL COMPLETIONS,

EDDY COUNTY, NEW MEXICO.
ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on January 3 , 1974

at Santa Fe, New Mexico, before Examiner Daniel S. Nutter

NOW, on this day of Januar + 1974, the Commission,
a quorum being preesent, having consIHere% the testimony, the recoxd,
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
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Skelly Oil Company seeks authority

to institute a waterflood project by injéctipn cf water into the
Seven Rivers formation, Fren Pool, through six injection wells in

its Skelly Unit Area in Sections 21, 22, and 28, Township 17 South,

Range 31 East, NMPM, Eddy County, New Mexico.
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ICASE NO. 5138 '
;Order No. R-

i (3) That injection of water in the subject project is to
ﬁtake place through three singly completed wells converted to water |
éinjection, those being applicant's Skelly Unit Well No. 10, located
ﬂin Unit "H" of Section 21; Skelly Unit Well No. 12, located in

iUnit "J" of Section 21; and Skelly Unit Well No. 16, located in

Unit "N" of Section#l, all in Township 17 South, Range 31 East,

MMPM, Eddy County, New Mexicce, and through three wells to be

recompleted as dual completions (conventional) to inject water

iinto both the Seven Rivers and the San Andres formations,those

iof Section 22; Skelly Unit Well No. 77, located in Unit "P" of

QSection 21; and Skelly Unit Well No. 89, located in Unit "B" of

H

|
; |
ibeing applicant's Skelly Unit Well No. 54, located in Unit "&

B

i Section 28, all in Township 17 South, Range 31 East, NMPM, Eddy
?County, New Mexico. |
(4) That the applicant further seeks authority to recomplete

‘ which ere presently com lefed 43 injection wells in the Skelly &
iisaid Skelly Unit Wells Nos. 54, 77, and SQhas & dual completions‘”‘

o

%(conventiOnal) to inject water into the Seven Rivers and the San

: / ¢ rédece
& dyst Lommesan (con L i ¥ 0il from the Fren-Seven

|
ﬁRivers and the San Andres formations through parallel strings of

tubing.;an'% 6@@:&%% ‘sz e A.’ PAD Bie. g a.yadw,edvaf‘

T

B w
z' . . . . CF 1
%Andres formatlon/%hrough a singyle string of tubing with separatloni*
i Pl |
ﬁof said formations achieved by means of a packer. {g:
j 0.
f (5) That the applicant further seeks authority to recomplete!e.
5 i
. its Skelly Unit Well No. 76, located in Unit "0O" of Section 21, >,
g . / , : ai?z,
ﬂTownshlp 17 South, Egﬁae 31 East, NMPM, Eddy County, New Mexico #mi.
N
1
|
' l
|

‘,ovd ;;s“}]av_f -

(6) THat the wells in the proposed waterflood project area

-are in an advanced state of depletion and may properly be classifie

‘as "stripper" wells.
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|

H
| | |
| E
; (7) That approval of the subject waterflood will result in ;
!
ﬁthe recovery of o0il which would otherwise not be reccvered, thereb
é

'preventing waste and protecting correlative rights.

! (8) That the mechanics of the proposed dual completions are

i feasible and in accord with good conservation practices.

(9) That the operator should take all steps necessary to
%ensure that the injected water enters only the proposed injection
izones and is not permitted to escape to other formavions or onto th

?surface from injection, production, or plugged and abandoned wells|

(1C) That the subject waterflood project should be approved
Eand governed by rules 701, 702, and 703 of the Commission Rules
tand Regulations.
| predvcer
| (11) That the subject dual completion\fshould be approved and

igoverned by rule 112-A of the Commission Rules and Regulations.

IT IS THEREFORE ORDERED:

i (1) That the applicant, Skelly 0il Company, is hereby

Sauthorized to institute a waterflood project in its Skelly Unit
?Area by the injection of water into the Seven Rivers formation,
zFren Pool through the following-described wells, all in Township
ﬁl? South, Range 31 East, NMPM, Eddy County, New Mexico:

1e

§ SKELLY UNIT WELL KO. UNIT SECTION
i 10 g _ 21

[S 12 "J" 21

f 16 e 21

! 77 np 21

g 54 "L 22

i

! 893 B" 28

| {2) That the applicant is further authorized to recomplete
;its Skelly Unit Well No. £4, located in Unit "L" of Section 22,
'its Skelly Unit Well No. 77, located in Unit "P" of Section 21,

iand its Skelly Unit Well No. 89, located in Unit "B" of Section 28

e W o - msmn




CASE NO. 5158

Order No. R-

all in Township 17 South, Range 31 East, NMPM, Eddy County, New
Mexico, as dual completions(conventional) to inject water into

the Seven-Rivers and the San Andres formations through a single
string of tubing with separation of the zones achieved by means of
a packer.

{3) That the applicant is further authorized to recomplete
its Skelly Unit Well No. 76, located in Unit "0Y of Section 21,
Township 17 South, Range 31 East, NMPM, Eddy County, New Mexico as
a dual completion (conventional) to prceduce oil from the Seven
Rivers and the San Andres formaticons threugh parallel strings of
2 3/8-inch tubing with separation of the zones achieved by means of
a packer set at approximately 3,100 feet.

{d) That injection into each of the subject injection wells
shall take place through 2 3/8-inch EUE internally coated tubing
set in a packer located above and as near as practicable to the
uppermost perforations and, in the case of the subject dually
completed injection wells, an additional packer shall be located
between the perforations for the respective zones; that the
casing-tubing annulus of each injection well shall be loaded with
an inert fluid and equipped with an approved pressure gauge oOX
attention-attracting lcak detection device.

(5) That the operator shall immediately notify the supervisod
of the Commission's Artesia District Office of the failure of . the
tubing or packer in any of said injection wells, the leakage of
water or oil from around any producing well, or the leakage of
water or oil from any plugged or abandconed well within the profject
area and shall take such timely steps as may be necessary or reyuir

to correct such failure or leakage.

i S - e 2t

ed
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(6) That the above authorized waterflood project is hereby
desicnated the Skelly Unitog;;;K-Rivers Waterflood Project and
shall be governed by the provisions of Rules 701, 702, and 703
of the Commission Rules and Regulations.

(7) That monthly progress reports of the waterflood project
herein authorized shall be submitted to the Commission in
accordance with Rules 704 and 1120 of the Commission Rules and
Regulations.

{8) That the applicant shall complete and operate its Skelly
Unit Well No. 76 as hereinabove described in accordance with Rule
No. 112-A of the Commission Rules and Regulations insofar as said
rule is not inconsistent with this order:’

(9) That the applicant shall take packer-leakage tests on its
Skelly Unit Well No. 76, as hereinabove described, upon its compleq
and annually thereafiter during the Annual Shut-In Pressure Test
Period for the Grayburg-Jackson Pool.

{10) 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 hereinabove

designated.

ion




% | SKELLY OIL COMPANY

N _p. O. BOX 1650 T J 7
Law DEPARTMENT e . \ '\(QLSA, OKLAHOMA 74102
‘R E. ‘f.’lx SRR
zruf-::ifvfnus: x;\‘{‘\‘r PR : A \" November 8, 1-973
;ep‘;+

(N Res ppplication of Skelly 0il company
for an order Authorizind a Water-—

‘ “;;Cﬁﬁxiéiifﬁ £lood Project in the Fren Sevenw
. Rivers pool, underlying the Skelly
4 - Unit Area. Eddy County: New Mexico-
%
o ! New Mexico oil consexvation commission
b ‘ i p. O. BoX 2088
} ganta Fe, NeV¥ Mexico 87501
‘2 '~ gentlemen:

We axie enclosing herewith the original and two copies of the above~

referenced application.

g wWe would appreciate your setting this matter down for hearing
; on the next Examiner pocket, which we understand will be January 3,

4
-

1974.

yours very truly.

MM& "
'; CEB:br estexr E-. Blodg

Encl.

DOCKET MAILED

Ekﬁe—zga:ZJZ:ZiB




BEFORE THE OIL CONSERVATION COMMISSION OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF SKELLY
OIL COMPANY FOR AN ORDER AUTHORIZING A

CASE No.__.X /.2 4
WATERFLOOD PROJECT IN THE FREN SEVEN-RIVERS

)
)
POOL, UNDERLYING THE SKELLY UNIT AREA COVER- ) FILED
ING ALL OF SECTIONS 14, 15, 21, 22, 23, THE )
NORTH HALF OF THE NORTHWEST QUARTER (N/2 ) HEARING
NW/4) OF SECTION 26, THE NORTHWEST QUARTER ) )
(NW/4) , THE WEST HALF OF THE NORTHEAST ) 10 ‘o Jaee S K
QUARTER (W/2 NE/4) , AND THE NORTHEAST ) 17
QUARTER OF THE NORTHEAST QUARTER (NE/4 ) 1
NE/4) OF SECTION 27, THE NORTH HALF (N/2), ) Vi
AND THE NORTH HALF OF THE SOUTH HALF ) sl 2 Fheee > |
(N/2 8/2) OF SECTION 28, TOWNSHIP 17 SOUTH, ) 27 " Gan AMT 3‘7’
RANGE 31 EAST, EDDY COUNTY, NEW MEXICO. ) 29 “

‘ Y4
APPLICATION 74%’2';3::;‘”‘7?0*

Comes now Skelly 0Oil Company and alleges and states:

1. That it is a Delaware corporation authorized to do business
in the state of New Mexico. That it operates the Skelly Unit Area
covering the following described land:

All of gections 14, 15, 21, 22, 23, the North Half
of the Northwest Quarter {(N/2 NW/4) of Scction 28,
the Korthwest Quarter (NW/4), the West Half of the
Northeast Quarter (W/2 NE/4), and the Northeast
Quarter of the Northeast Quarter (NE/4 NE/4) of
Section 27, the North Half (N/2), and the North
Half of the South Half (N/2 S/2) of Section 28,
Township 17 South, Range 31 East, Eddy County,

New Mexico.

2. That Applicant proposes to conduct a waterflood project in
the Fren Seven-Rivers Pool underlying said Skelly Unit Area by
initiating a pilot flood operation inveolving a double five-spot
pattern. It is proposed to effect this pattern by: (1) converting
three wells (Nos. 10, 12 and 16) to water injection in the Fren
Seven-Rivers zone, (2) dual completing three existing Grayburg-
JacKRE0on wells (Nos. 54, 77 and 89) for injection in both the Fren
Seven-Rivers zone and the Gravburg-Jackson zone, and (3} dua

ompletl e existing Grayrurg-Jackson producing welIl (No. 76) as a
producer 1in both the Grayburg-Jackson and the Fren Seven-Rivers
intervals,

3. That attached hereto and made a part hereof as Exhibit 1 is a
plat showing the location of the proposed injection wells.

4, That attached hereto and made a part hereof as Exhibits 2, 3
and 4 are the logs of the proposed injection wells, Nos. 54, 77 and
89. The logs are not available for Well Nos. 10, 12 and 16.

5. That attached hereto and made a part hereof as Exhibits 5, 6,
7, 8, 9 and 10 are well schematics of the proposed injection wells
showing all casing strings, including diameter and setting depths,
gquantities used and tops of cement, perforated intervals, tubing strings,
including diameter and setting depths, and type and location of packers.

6. That attached hereto and made a part hereof as Exhibits 11 and
12 are analyses of the water to be injected.

7. That Applicant anticipates that the initial volume of water to
be injected will be at the rate of 200 to 400 barrels per well per day
at 1,200 psi wellhead pressure.

8. That attached hereto and made a part hereof as Exhibit 13 is




} the log on Skelly Unit Well No. 76.

i 9, That attached hereto and made a part hereof as Exhibit 14 is
: a well schematic depicting the proposed dual completion of Well No. 76

as a producer in both the Grayburg-Jackson and Fren Seven-Rivers
intervals.

10. That attached hereto and made a part hereof as Exhibit 15 is

a plat including the subject area, together with the properties within
a two-mile radius from same.

11. That the wells in the project area are in an advanced state
of depletion and could possibly be classified as "stripper" wells.

12. That the proposed waterflood project should result in the
recovery of otherwise unrecoverable o0il, thereby preventing waste.

WHEREFORE, PREMISES CONSIDERED, Applicant prays that this
Commission set this matter down for hearing, that notice hereof be
given as required by law, and that at the conclusion of said hearing
based on the evidence adduced the Commission enter its order granting
Skelly 0il Company permission to conduct a waterflood project in the
Fren Seven-Rivexs Pool underlying the Skelly Unit Area by converting
the Skelliy Unit well Nos. 15, 12 and 1€ to water injection, and by
dually completing Skelly Unit Well Nos. 54, 77 and 89 for injection
into both the Fren Seven-Rivers interval and the Grayburg-~Jackson
, interval, and to dually complete Well No. 76 as a producer from both
; the Grayburg~Jackscon and the Fren Seven-Rivers intervals, and to
] further provide for administrative expansion of the project and
cuiiversicn of additional wells by administrative means without the
necessity of separate hearings, and for such otiier crders; rules and
regulations as may be necessary in the premises.

Respectfully submittedqd,

SKELLY OIL COMPANY

y /s _ i . ——
e DT et

Chester E. Blodget, Attorney

Of Counsel:

L. C. White, Attorney

White, Koch, Kelly & McCarthy
P. O. Box 787

Santa Fe, New Mexico 87501




Present Injection System 7/73 (GYB-SA)

Seven Rivers (Fren) Wells (Present)

SKELLY OIL COMPANY
WEST CENTRAL DISTRICT

Proposed Seven Rivers Pilot Waterflood Prog-am
LOVINGTON SEC. GROUP
Eddy County, New Mexico

North Basin Geoprovince - Artesia Area
Program No.: 645-03-04-01
Scale: 1"=1000' Date:

+§— Proposed Dual Injection Well
«@--Proposed Single Seven Rivers Injection Well
-’ JProposed Pilot Fiood Pattern

— Proposed Injection Line




EXXON CHEMICAL COMPANY U.S.A.

234-0013
SPECIALTIES LABORATORY E)l{( \
October 5, 1973 (ON
8230 Stedman, Houston, Texas 77029 c-—-..HEMlCALS
L]

WATER ANALYSIS

SAMPLE DESCRIPTION: Water sample from Skelly Unit WF #1 submitted for routine correlationm.
Sample taken 10-2-73,

COMPANY: Skelly 0il Company

STSR NUMBER: 107330 . DATE RECEIVED: 10-3-73
REQUESTED BY: Harold Langen ANALYZED BY: Gene Keil
Mg/L Meqg/L
Sodium 55 2.4 . pH 6.8
Calcium 73 3.7 Specific Gravity at__ 60 °F. 1.0019
: .- Resistivity ohms/m @77°F 10,00
Magnesium 4 0.3
ide qz" !_ - 0

» Chlondc. A : Mg/L
Sulfaie 142 3.0 Oil Content

Bicarbunate 151 2,5 Oro=nic Matter

Carbonate B ¢ - 0.0 Hydrogen Sulfide 0.0
Hydroxide 4] f 0.0

TOTAL 459
Dissolved lron ——
Total Iron 0.59 0,0
WATER PATTERN (Stiff Method)
7 6 s < ) 2 ¢ 3 1 2 3 4 5 ¢ ¥
No® e e e L D i e E s i s S b T S L T T e e
0

c«:" hﬂ%ﬂﬁ&ﬂ%ﬁ%ﬂﬁ%ﬁﬁ%ﬂm‘mls%%}wﬂﬁmhﬂmﬂhwﬁ reoy
1

Mg’ ﬁmm&%wwm{%mm&hwémﬁmu&km IR n— ] p ] 50,77
1 . : ' 1 1 .

r:‘f‘ kﬂmiurﬂm%mﬁ}iﬂwﬁm&mﬁwmu{wmmﬁm{fﬁ%ﬁﬂﬁﬂﬂhﬁmfﬂﬂjﬁﬂ%ﬂﬂﬂﬁmﬁﬂﬂ C(’J;-
Meq/LITER

Remarks:

Zphe t/



EXXON CHEMICAL COMPANY U.S.A.

esacets SPECIALTIES LABORATORY E,‘l‘,\ON
October 5, 1973 ————

8230 Stedman, Houston, Texas 77029 CHEMICALS

L ]

WATER ANALYSIS

SAMPLE DESCRIPTION: Water sample from Skelly Unit WF #2 submitted for routine correlation,
Sample taken from 10-2-73,

COMPANY: Skelly 0il Company

STSR NUMBER: 107331 : DATE RECEIVED: 10-3-73
REQUESTED BY: Harold Langen ANALYZED BY:  Gene Keil
Mg/L Meq/L
? _
Sodium 6,981 303.5 pH 7.7
t Calcium 774 38,7 Specific Gravity at_60__°F- 1,1072

Resistivity ohms/m @ 77°F  0.310

Magnesium 259 21.3
Chleride 11,718 330.5 Mg/l
Mg/

Sulfate 1,272 26.5 il Content
Bicarbonate 403 6.6 Organic Matter
Carbonate 0 0.0 Hydrogen Sulfide 35.0
Hvdroxide 0 T 0.0

TOTAL 21,407

Dissolved Iron

Total Iron 2.5 0.1

WATER PATTERN (Stiff Method)

k-] 3 T

7 & S 4 3 2 4 1 [v] 1 2 3 4
Na® frtril et e e e e ]
0 w0
(1] . : . -
e e ST L e LT ST R W LT it vt vt Lo i L i Hco;

Mg’ WWWWWW%WW%WWWW 50y

Fe'** [rtsrrdrrst e s T e ] cogT
¥ 1
Mea/LITER

Remarks:
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" SKELLY OIL CO\PAI“’
WEST CENTRAL DISTRICT
Proposed Seven Rivers Pilot Watrerflood Program
LOVINGTCN SEC. GROUP
Eddy County, New Mexico
North Basin Geoprovince - Artesia Area
Program No.: 645-03-04~ ~-01
Scale: 1"=1000" Datc 9-5-73

'2m_&44u“._

85
O

IL T:‘.

N

»'.ix'. eyt D
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21

[ (593 NI ety n N R e T T T T Lt el

@ Dual Froducer
- Proposed Duail Injection

+@--Proposed Single Seven R

v22225Proposed P1lot Flood Pa

T I A s g o
-

h—-—__ Proposed Injection Line
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{T Present Injection System 7/7'3 (GIB -SA)

@ Seven lhvers (Fren) nells (Present)

Well .
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SKELLY OIL COMPANY paki

OIL CORFLRYATISH CONM

~anla f‘u

P. O. BOX 1880
LAW DEPARTMENT TULSA, OKLAHOMA 74102

CHESTER E. BLODGET

SENIOR ATTORNEY January 1-5, 1974

Re: Case No. 5138
Application of Skelly 0Oil Company
for an Ordexr Authorizing Waterflood
. Project in the Fren Seven Rivers
o ; Pool Underlying the Skelly Unit
Area, Eddy County, New Mexico

New Mexico 0Oil Conservation Commission
P. O. Box 2088
Santa Fe. Hew Mexico 87501

Attention: Mr. D. S. Nutter

e e i e WA T A AT Y it 4

Gentlemen:

I enclose herewith in duplicate Unit Agreement dated December 17,
1937, executed by Skelly 0il Company and others covering the
Skelly Unit Area, together with ratification by the then over-
riding royalty owners.

You will note that the Unit Agreement provides in Paragraph 3,
"That all oil, gas, natural gasoline, and associated fluid
hydrocarbons within the unit area in any and all sands or
horizons, hereinafter called unitized substances, are unitized
under the terms of this agreement."

I believe that this Unit Agreement was introduced as Exhibit
No. 18 in the captioned Case Ne. 5138.

Yours very truvly,

CEB:Lr ’12€e;;er ;. ﬁiodgza

Encl. 2
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UNID AGREGIE!T

THIS AGREEMZNT, dated the JZ%% dsy of Qggg_»g_ég_g:__s
1937, by snd between SKRLLY OIL CCOMPANY, a corporation, first
party, sud TRIMAH QOIL COPANY, W. G. SKE@LY, C. C, URRUDOXN ond
We P, 2. GRRIAN, a8 second pa.rti s3, and any other persons or

companioes conse}zting herato,

WITNE3SETH:

‘WHERSAS, o0il and gas prospecting pemiis and le.;zséea for
lands owned by the United Statesa have bsen issued pursuant to
the Act of Congress epproved Pebrauary £5, 1920 (41 _Stat‘.\nia?),
a8 umsnded, on the lands, comprising the Dow, Lea &nd Lynch
permit areas shown on the map hereic attacned and marked
Rrhidit A-1;

‘ ABERZAS, the anendatdry Aot of Gongress apoaraved
March 4, 1931 (46 Stat. 1523), authorizes permmittees and lezsces

and their representatives to unite with each other or Jointly //

- or separatsly with otheré in collectively sdopting and opersting ! ‘i

under & cooperative or unit plan of devel opment or oparat ion =of
any s.;ngle oil or gas ares, figld or pool, for the mrpose of
@moYse proprerly conservinz the natursl resources thereoi’ whensver
determined and certified by ths Secretary of the Intsrior to de
necessary or edvisable in the public interest; "

WEERBAS, the eman datory Act of Congress apnroved |
August 21, 1935 (49 Stat. 674), provides that tha Secretary of
the Interior for the purpose of more pr0per1y conee*ving tha
ol or gaa regources Of any &rea, ﬁeld or fool, may require
that leasses harsafter iasued undsr any Bgoction of this Aut‘_})e
conditionsd upon an agresment hy tkhe le_esee to operats, undisr
eugh reasonslioc cooperati va or unit plan for the dsv.elopment

&nd opsration of azv. geuch srea, field or pool, as said Secrstery




may dotereine to be practicable and wacaisery or advisable,

which plan ghell adaaguntely proteat tha rishta of all pairties
. . *

in interest, includirg the Unitod States;

WHERZAS, the Sk 21ly unlt nrea, as hereinelter defined,
constitutea a eingle 0il or gas rrsa, field or pocl within
the musring of the Acts of Harw 4, 1921, vnd duzist 21, 1935,
8upra;

o WHERBAS, the Government pamittoqa and lessass, or
their represantati ves, hold guch 8 pert of. the gald unit arses
as will give effective control thareof;

| %EEREAS, for thn purpose of morz vroperly conserving
the 611 end gss resoumroe3d of sald ares, fisld or pool, it is
necessery, convaiischi, oud advisadbls in tho public intersst,
zér ’che. varti a3 eigmfory hereto, with the consent of the
Secretary of the Interior, te unite in e unit plan o-f develop-
ment, vnd 0p§rati on t0 promote ecoromical &nd efficlent &evéiopv
nﬁnt, the maximum regovery of oil, gas end gssociatsd fluid -

hydrocarbon aubstaﬁces that may Yo producsd from =a3id unit asres

_without waste, and a feir spportionment of the costs and bene-

fits involved axong thé parties entitled thereto.
NOX¥, THZREFCRE, in conasldaration of tho premises and ttre
promises hereinafter e:mtainedF the partics hereto sgrae severslly

among themselves, and with the Secretary c¢f the Interior, as

followa: ‘

BNA3LLIG ACT 1. That the said Act of Pobruery 25, 1920, as

RE Gx?ffrwzs ‘smended, and sl) pertinent regulations Lore-
tofore and el)l perticent and rsasonadle ro-

gule ti ong nereafier i3suswd thersaraer, including ovoreting reguls-

tiona, are accanted and mnde a part of t:his agreemsnt; lfrovidady
trhat no such regulaticns heredy zccepted _a‘:-.ai]. bo irconsistent
with tus apecif'ic terns of the leeses or of t'his agresnent, par-
ticlarly Iin the matter of rates of royslty anmd rantel, or in
confliot with the laws ¢f the Stata in waich tle uptt area is

sitasted,
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UJIT ARRA 2. That the following dencriv:d lends ars herec-

by designated ani recogni zad as constitutiny

the unit arsca:

411 Sections 14, 15, &1, 22 end 23, and the
Korth Falf of the Nortrwost Cuurtor (H/2 3i78)
0f Jection 26, and tha liorth Eul? (H/z) ot
Seotion 27, end the forth Half (1/2) ani tho
Southwest Quurter (s:./3), end the Horth 4sl?
of ths Southesst Qusrtsr (R/2 83/4) of
Section 28 w1 1!1 T""- 1790 E‘Rl‘. 313. ud.dy
County, Hew Naxio.

UNITIZRD 3. That a1l oil, gas, naturzl gasolins, end

SUBSTALICKS
: egsocisted £luid hydrocarbvons witain the

unit ares in my end sll sands or horizons, herainaftor called

uni ti zed substances, are uniti ged uunder ths terma of this

agreemen t. \ ‘ :
OPRRATOR 4. That first party, Skelly Oil Company, is
e 4 heredy dssignsted &8 ths wvnit operator to com-

duct snd manage thse opara*i on of sgid unit aree for the disoovez:y
and develorment of unitized substanrcesz, as herainaftar providsd,
axd ig hsreinafter cslled "Operator.®™ In case the Opsrator

designuted in this section shall haroanfter csese, disccntinne, orxr

~relinquish his righta as Oporator under this sagreement, first scu

seccnd partlies, according to thelr interests in ths participatiﬁg
ares, é:x_all deterxzine, subject to -ths approval of the Sacretary
of the Interior, who chall be the new unit operator hersunder, out
the Operator designated herein, or its succescors and acesigns,
ehall continue as Operator for a period of thres (3) months after

notice of such relinguishmant, unless the nsw urnit operator snall

have Dsen so0 deterrined and shall heve teken over and assumed the

duties and obligations of Gpsrator prior to the expiration of
said period. | |

-T‘:" "ig’ﬂ t relingquish all rights es unit operator, aas
hersinvefors pmvi:!ed may b3 exerci sed whenaver Opsrator is not
in defsnlt under thia agreement, .

Relinguizhment of Oporator's rights, aa unit Opurato’r, te
lege than the entire unit area sudject to this sagresment shall.
be made only on epprovel of the Secrotery of the Interior. to

ba glven wienevaer, iin the Judguwent Of Jald Lacrstazy.
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acconvliahment of the purposes of this rgrevmant will not be
affocted advercely thoreby.
dssignmont of say right or rights as unit operator
shall bs subjsct to spprowval by the Secrvtary of the Intericr.
The costs and exoenses of the v:leve.:l.apméc:n:a eﬁulpment
and oparetion of the yremises for 01) and zas purposes shall
be bome by the first snd \sscond parfi e3, respectivoly, in

proportion to thsir respective interesats in the participating

ares,

RISUT3 AND 6. Thst ths exclusivs right and privilegs,
OBLIGATIONS :
OF OZERATOR oxcert as hsrdinaftsr spsoifisel, of exercias-

_ inz any ani 11 rightc of the non-operating
(the second) prarties. necessary or oohven@rxt for proapecting
for, wroducing, and disposing ¢ the unitized substences, are
hareby vestsd in Operator; dbut, subjeot fo any provision herecof
t the comtrary, and subjgct to the prior rights of the Undited
Stetes with raspect to royalties due to it in the event of
defauwlt 1n thelr payment, each of the parties of the first and

geccrxd parts shell be entitled to recelve directly payment for

his or its resvective ttare, less amounts to be raceived by the
Operator far psyr.ent_ 8s rbyalties 10 the United Stotes and over-
ridinz royeltiss to the paréom end companies consanting kersto,
of the proceeds of the sale of the unitized substences produssd,
saved ax_m gold from gssid premiasu, and all_ such sales shsll be
upon jJoint divigd an ordsrs or cotracts of zale axsoated by_ the “
first and second parties herete; and sacond partises shall sach
have the right of eccoss to anyg c-nt ths premises coversed heraby
at &1) reasonsble times to inspect: the logu, Samples sna cuttings
from ahy and.s11 wells drilled rerainder, und the Tizkt to in-

speot and saudit at all reasor=ble times the Opsretar'z 700ks,

‘vecords end invoizes perteinin: to any watter of ccoounting

arising hereunder, BRBvidenca of title'of non-operating partissg
to their rights shall bde deposi tad with Overator argd, together
with this sgreeamont, shell constitute snd defins Oparator's

rights, privileges and onhligations in the ;remivesy; providseid

RN TP
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"~ . fifteon (15) days after rTeceipt thereof. If payment is not msde

th st nothing hersin ¢hnll bo construed to transf:.;r. title to
any lands, rermits, or leases. ‘

Oporstor shell pay snd diécharg,a all costs and ex-
penges incurred in the oconduct e menagemont of the overstion
nd developms nt of 88id pramises under this agrecuent from and
after effoective datAe hereof, and shell ciiorge the second pare-
tie3 hereto with their respecti va proporticnate shares thoreof
on the basls ¢f the interest of cach iu the narticipsting arsa,
as set forth in Exhidbit A, attached here%o, ~3ach of the partiss
- ghell promp'tly Py and 41 gchsrgs its propoi-ti onete part of 8ll

such costs and expensvy. Operantor shall bill the second parties

on or hefore the 1

&7 of eucn wouith for thely proportionats

shares of auch ocosts and expsndi tures during the wreceding
ceal ender month, Itemizaed statements shsll sccompany such bills.

Each party shull pay its proportion of all such %ilis within

within snch time, the unpaid hal ance-shall bear interest at .the
highest lezsl rate until peid. Psyment of any such bill shell
not prejudice the right of sy party %o protest or guestion the

correctness thereof. The Operator 8hell have & lien on the
intersst of each of the other parties in trs unitized arss, end
in the well or welle on the premises and in the 01l, gas and
casinghsad gas producod therefrom and in the procseds of the
saly thsroof smd in the equioment and material on the premisas,
fo sac}ure the pajmen't to the -Oparator 0 ¢ treir proporticnate
.shares of all such costs 'and expaises incurred or psid by Operator
roreunder; auxd the written order of the Opsrator Berved on the
parcr. essyr or purchasers of thoir said respective shares in ths
oil, gaé am casinghead gas shell suthori ze such purchaser or
purchasers to pa} the procesds thereof to the Osiera‘cor untli_l the
Opsrator shsll-tave bear fMlly reimbursed to date for and on
sccount of suck perties' roespecti ve shsres of uich costs snd
exparses togstl yr wi-th the intersst inerson, but this raaedy
srall not be axéluuive, and sold lian-and rameqy -e):-all"oo sud-

a2 o~

oréinate to tha richts of the Unitod Stetes in raspect of its




claims for ryalties. . Operator, at its election, may require
tho parties rereto to edvance thai’xj respactive proportions of
development srd operating costs. Adjustments tetween advencen
required end sotual gouts snd expenses shall he made by the
Operator at the cloas of esch succeadiny c;lend.ar month and
the accounts of the perties shell be adjvs ted sacordingly.
DRILLING | | |

A¥D 6. On the unitizad area the -following discoveried

DISCOVERY )
hava been mads:

i ‘ ‘Lyr.ch Jall lio. 1,' located about the gentar
of ths Northeast Quartor of ths Lorthsasst Juarter of 1:.116'1.‘07:.'%11~

eazt QJuaerter of Section 2%, Townshlp 17 South, Renge 21 East,

t3

wag commenced Jure 27, 19256, and drilled to & totel dsath of
4260 feet and plugged back to a depth of 3311 feet ard corpl ated

woll cupnble of producing

1]

gt that depth or Octobder 30, 1927, as

approxine tely 50 barrsls of oil per day, and it was pat on the

. pump for production on or about Novembsr 3, 1927, and ig now

capable of producing approximately 46 barrsls par day. Said

‘well has been twice acidized since its completion.
Lea Wall No. 1, located about the canter of

the Borthwest Quartaer of the Northwest Quarter of Section 23,

Toeaship 17 South, Renges 31 East, was oommenced on or about

July %1, 1934, and was drilled to & totsl dspth of 3628 feet

!
{
i
i

ard waa plugeged back to 3811 feet &nd completed st that depth
on or about October 9, 1934, ac 8 Well capable of ypreducing
spproximately 49 uarrels of oil pesr day, end is now capable of ¢
~producing approdimetel y 27 barrels per day. '-

7 Doz Well No. 1, locetsd sbout the centor of

the Southwest Quarter of the Soutneast Cuerter of Ssction 15,

Poanship 17 South, Range 31 East, was commanced on or sbont

Decarber 13, 1934, and wss drilled to a tctal depth of 3788 fost
end was comple ted at that depth ou or shout Februery 21, 1925,
88 & wWall capuble of producing epproximstely 24 berrssls of oil
per dsy, end esald well is now capnble of prmducing sodroximatoly

15% barrele of oil per day.




DETIZLOZMRUT 7. Prior to &rilling any additional wella or

within sixty (60) days uftor denond hy tha
Sacretary of the Intdrior, Oparator ohnll sudbwmit for tho

approval of tho Federsl 0il1 and Cus Suporvisor a plen

4

or the
furtrer deval opzent of the unit_ 5ro8, .-mich pler vwh:n 8o
approved shall constituta the farther Grilling obl'igat ifona of
Opsretor end thell includje an adequuts und effectivo well-
casirz am wel 1-spacing dmogrsm, vhall provide for complete
exploration of the unit ares unler agrscmsit and for the detur-
mination of the commsrciclly productive srsz thereof in sech

and every productive sand or horizon, ahell afford protaction

toA- tha intereats of the parties herato a:xi of thoe Unitaed Stutlos
against operstions not wiyer this agreement, cnd shall specify
the nufhbar cf wells pro?osed to be drilled to production duriug
eack cslendsr Ja8r; providsd thst, upon swproval of gaid sdper-
vi'sor, sald plsn fer further development may be mudified from
time to time to mest chengsd cormitions snd the further drilling
ohligstions shsal de conformed therseto. 'Tho parties heretoc sgree
~that no fufther wells, except such as may be necessary to efford
protection sgeinst operéti_ons ot under this sgreacent, shall

bs drilled until such plen of devel opment eiiell have bean sveroved
in writnz by the ssid supervigor, end thet ell drilling require~
ments of psrmits, leasos, operating agreements, or oth:r con-
tracts affeoting the unit area cubject to this eyreewsnt are
heredy modiﬁad. to confora to and be satiafied dy the drilling
requirements of this asgreement. -

PARTICIPATION 8, The purties horswith sucmit for epproval by

the Secretsry of the Interior a achedule of
lands, ?;zi:tbit L, sttach od hersto, bassd on aliquot parts of
subdivisiona of tne puvlic-lend survygy, vwhich cévara 211 lands
within the unit area smolsct to this epremsent which are now
regarded as reasonably proved to be commeroislly arcauctive of
0il or gas; all lands in seld schodnle cxn ayoroval by said

Secrotary to constitute s purticiputing ursu, effective as of

-7-—




the dste of approval hersof., (Ses 2xhibits A and a-1). Seid
aohedule seta' forth the owmership of opu'rating rights to =ll

lands inclcded therein amd tﬁe percsntage intersst of each
omer {in ths total pérticipating sreta 8ubject to this sgrsemeut, §
Suck percentage in% e"res"t shall govern the rurticipatic: of the ‘
owner in costs and bemefits of oporction from and aftsr the
data the participating arcs beconss effective. The partlcipsting' 5
arsa 80 established ghall bs revised from time to time, upon é
application by Oparetor br on the demsnd of the Secratary of the 4
Interior, &n& suvject to tha.apprcval of the Secratary of the
¢ include edditionsl larnds regarded as rensonasdbly
proved to heve become ccmmarcia;ly oroductive or to exclude
landa regarded as reasombly proved not to be commerei  lly produc-
tive; snd a new achodnle cf vercentagze inturests conformahle
therato uhall thereupon be fixed. No land erell bs excluded from
the particizeting area on asoccount of depletion of the unitized
aubsténceao 4 ,

| It 1a the intent of this pection $het the partici-
vpaxing eroa shall at all times represent the area knowﬁ or
‘ roasonably astimated to be comgercially productivse but, regerdless
of any increaese Or decreasa of the ;articipating arysg, nothirg
"herein conteined shall bte construed &8 requiring any retrosctive
epportionment of =ny sums sccruel ox paid for groduction obtainad
prior t0 the effesctive daste of revision of the participuting ares;
guch dete to be the first day of the month next following the date
. of first auzthentic khogiedge of informstion on vhich susk revision
"i8 predicated. | '

In the esbssnce of agreement at any time between

the Operator end the Secratary of the interior aa to the proper
defirition of the rarticipating ares, the portion of 1 payuments
affeoted by such ebsexce 0f sgrocment ghall ba impoundsad in a
mitusd iy scceptadle bonk penilng finél action.,
ALLOCATION OF 9. That 11 unitized subatances proéuced frou

TRODIUCTLCN i
. the purticipetin;; srea snbject to thils agree- :

ment, axcest mny oart thereof uszed for proiuction and develen-
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geveral trects of land comprising s9id ares; end esch such

ment purposes hersunder, or unsvoidadly losy, shall be

apportioned among and alloestad on an ecorezsns bvesls to the

trect shell heve gllocated to it such perzentege of ssid

production as it area bears to s&is purticiyuting ares.

DEVELORIWLT OR 10. Trat any perty nereto owring or con- '
OFZRATION BY . - ;
S3CO0ND ZaxTIss trolling & mejority interest of ike

operating rigshts in any tract included

in the non-participating araa haviiy theroon & reguler well
~ location in accordsnce with the aprroved vell spacing program :

may drill a well at such locstion at his cwi expenes, unloss

operator slects snd commences to drill such wall within ninefy

($0) days of receipt of notice from said party of his 1 tontion

to drill the well, o |

' _ | If sach wall, dxilled At the expense of seid

pé.rty, results in production such trat tke land upon which it is
situeted may proparly be included in the pertivipsting area, said .

party srail b3 reimbursed ons hundred er csacxt (10G%) of the

_aversge cost of drilling siniler producing wells in the partiet- ‘

pating area sublsct to this agreemant and appropriate revision
shalllbe rade in the participa':iné 8188 L

If any wall drilled on the ncnep&rticipating
area by Oposrator or b7 zeid psersy obteing proiuctlon insufficisnt
to Justify inclusion in ths vsrticipating Lu of-the lJand on :
#hich said well is situsted, said party st his election, within
tkirty (30} daye aftesr du.ormiration 0# such irsufficisncy, |
ghall be #%holly responsible for andé may op;arate spd preéuce tho
waell et his »9ic¢ 2xpense ard for kis s-o‘le berefit.e I sueh well
was 4dri 'll'ed by.o;oerator, geld party shall paoy tha Cfpe:atcr a
fair salvags vsl;le price Lo ths coning and ctrer squipzent 123
in the well. o _ » i

~

181ls arilled &t the eoie evpanvo o7 ony peri,/.

or prodnced at his cole oxzonas &ni for his wdle bepsilt, okall

be suhisct to th2 drilliceg md prodvncing roiroments ol tkis :




egreermdnt the same as though drilled or psroduced by Opsrztur;

i it royalties in amount or value of protustion from uny wvuch

ot

wall on land of the United Stetes shall e pald ¢ specifiod
in the vorrit vr lease affacted, unless otherwiss authorizaed

In writing by the 3ecrctary of the Interior,

RIXTAL AUD 11. Ttat Qperetor, on behalf of the resdective
ROZALTY ‘ -
PATWRKTS pornittees and lesocua, shsll pey sll

ren tals end rogalties due ths United Statou
on account of lends sudject to this agresmant and ehell distribure
the cost therz0f to the mrties conformadly with thelr respactiva
rentsl and royalty onl igafions. Gn request of sny seocond party,
Oparatorn shell ~pa;.r other royslties on hiz behelf in accordence
with a scheinle famished by him and chirge the cost thereof to
his account; pmvidedg th st Operat?r ghell incur t‘nareoy no
reispom;i‘oi] ity to eny royelty omer, but such raapénuibility
b ‘ ghall he- and remain egn ovligation of the second partiss. Payvents
to ths parties heretd and the perszons and comgeniag conse:ztihg
‘ _ ‘hereto ehell he mad: o3 rovided in exizting contract except that

such paymente shzll be bassd on production 8llocated %o lund in

fu
Q
r

.-wrich thqy hold aa iztoersst imtsa o production odtsined %
from such lend. For a statement of & consolidstion of ths ovor-
riding royalty interssts of the persons cnd compenies consenting

hereto s3se 2Z¥hibit B.

_ GOVERRMINT 12. That royuity to tho United Ststes ensll te
" ROZALTIES AlD - ) ' o o
RENTALS paid at the retes specified in the raspse-

tive Pedersgl vermits or lessss basei on
the amount of pro-duction al located to the tracts thareof: providaed
that, for lezses in vhich the royalty rete om cil depsndas on the

s &> «
-

FE ! 41 oy % . . 1
daily 511 production mr well, ths royalty

ﬂ)

aver

&
suclk lesse in aach participeting area shall Dbe determinéd by tke
average daily production of the 01l wells sudlect to this ‘8ICC o=
ment producing from thut participating croea; ard for lesges in
which the royelty rute on gas depends on the avarsze dally gus

production por well, the royulty rate for each gucn lesse in

~10~




each participating arsxz shall Vbs detorzined by tha average
dally productiond ges por well from the wells enhject to
this egresmsnt prodacing from thet partlcizating srow,
Rental tor lands of the Unlted Ststes mabiect
to this sgreemnt at the rates spocified in the respoctive

Fedsral leeases shail bo paid or suspaided as delermined by the

Secrstary of the Interior, pursusut to egovplicable lew ard
regulations, enything in this sgresment to the coztrary not-
withstanding.

COUSZ’VATION 13, Trat operations shsll be coniucted so es

N to provide for the most economiceal and
efficient recovary of unitized sudstmaces to tha end that maxi-
oum ol timsts ie1d may be obtoined without wasta. For the

purpore aof more vreperly congerving the natursl resourcss of

" ths lands embraced within this agreemant, the prodvetion of
unitized substences shsll at a1l times be without waste as

é»: ' - defined b7 State or Federal law: shali te limlted to suech | '

| production as cea be put to bensficlsl use with adeqﬁate realiza-

; tion of fuel vealues; and in the discretion of the Secretary of |

| ""the Interior shall be limited by the benaficial derand as
determined by ssaid Secretary for ges or for oil, w’nichevér vwouvld
tend to &void excessive production of either oil or gas,

DRAINAGE
: 14, 7That Operator uhell taks appropriate end

adequate measures to prevent drainage of oil or zas from Z:n4a

subject to thia agreament by wal le on lands not subjsct to this
‘agreemon t, or, Witk aporovel of the Secretery of the Interlor,
pay & fair and remsonsible comvansatory royalty ss dstermined by

the Federdal oll amd ges supervisor.

LEASES CONFOIED
TO ASREIZUEIT 16. Tre parties hereto holding leawes or permits

embracing lsuds of the United States é-.;.bject
to this agrsemnt, and the persons and'con-.panies congenting
hére‘-.o, consent thst the Seoretary of the Interior shell, and
said Secretary by his spproval of this oireement does, estad-

1ich, alter, change, or revoke the &rilling, pros:cinz, snd




royelty roguiremants of B*.l(:.h leasss snd permits and the
rogalations in rosveot theraof, to conform catd requirements
to the vrovisions of this sgraement. |
' The Sacretery of the Interior further

egrees snd oonsents that dxring the eoffectivs 1ife of thic
agreement, the proecpscting, drilling, and prodicing ogaerations
porforxed b} the unit operstor upon any lands zudb%ject hsreto
wlll be sccedted end deemed to be oporations uzxﬁgr gnd for the
benefit of all sguch leasés; that guspension of operstions or
prodoction on eny such leass shall bs deemed not to hevs océurrcd
1f thers be oparati one or procduction on any pert of tha unit
ares subject to this asgresnment; that no such lease sholl be
deemed to expive by reason of fellurs tn producs wells eitusted
on lend therain euwhraced; and that suspensicn of all operations
-end poduction on the unit area pursuant to direction or conmsent
of sald Sascretary shall be deéned to constlitute such suspension
pursuant to sach 4irection or consent with respsct to esach guch
lease. |

| A1l agrecmnts smong the parties horeto and
"thﬁ perseons anud cqmpanies consating hereto ure hereby modified |
or amendod to the extent they conflict with this agreement 8o
that ths terms of this agreenezit ghell pre\rail\. |
EITII3IO0N OF 16.‘ The Secretsry of the Interior as evidsnced
PRERMITS AN '

IS5UAZCs OF ;by his approval of this azresment, consents
L3ASES .

and egrees tljmt, as to the lands of the
United States wi thin -the unit sréa;
| (1) Compliance with the te-rms of thie dgree-
" ment shall be deamed to be complience with the applica‘ole condi-~
tions of prior axtensions of oil end gaé prosvecting parmita
sibject hereto that were conditionslly sxtanded to Decenbor 31,
1937, b7 Act of Congregs approved August 21, 1935, supra. |

(2} 041l ard geos prsspocting oermita subjoct
to this goromment and in good standéing thereunder, expiricg on_

or before Docembar 31, 1937, shall bs eund thiy are heredy

USROS



oxtendcd to Luld date sudject Go clompliz'.:;-.:s it theo tarns
of tnig agresment by end on bahalf of the permittes

(3) Mhen azy ©i) and gmas prou g-e-ctiné pareit
‘}‘&a besn detc, x1ined by sauld Soc'retari to have bean, on 2r hafore
its date of gxpiration, vholly or in sarvt within the Yiuslts of

sny drcducing oil or ges €isld 0 which ihds egrosrent ohall scr-

tsin, vhich remiit hwwz Da2on inclnded in thiz geraexvent, 2u oranpd’

end propar ermvlicetion trorqefor 2 18a32 o2 lesses 15 woloomity
with Section 14 of the Act of Pabraary if, 1920, 2o smended,
sapra, will be isswed for the aros of the PeToit inzludnd in
this agregoment i thout f‘a* er proof of Zinovery.

COVAIAZTS RUL 17. That ths covenasnts leroin run with th= Jgnd

antil this sgreemsent tarminetas, arnd any

grant, transfer, or leese of irterest in lands, cormits, or
 lessas subject Foeto shusll be conditiored on thse asaumption- o2
ell orivileges and obligatious hereandéar by t&s gosintes, trang~
Ter:.o, lessee, oF other guccassor in int:taut and as to Pederst
1and shall %9 subject o apcrovﬂ b7 the Secratexry of tke
Interiore | | ‘ | | »
“RPFECTIVE DATZ 18. Tre+t thls unit plan ¢ =11 becous affcotive

ARD oM .
on the Mret of the calendar moath Nsie

followirg sporyovil b7 the Seeratary of the Intericr snd shell

rew&ain ia effazt so lowr theresfter ae o1l or gas cen be cri-

pbe

: {
ddcec. in payizg gustitios or until 1t -is proved thet -tho unit -
ares 13 no longer svable of coxmercial pradvetion of oll 2
gas and, with spproval of the Secz'etar;f 02 tha Intgrior, notice

2 terninati on f‘r n011~‘1rocuctivi ts 13 given By Qporator ho nil
rartios in it orest; provideg, .\at thils azreemoant mny bo Lsr-
minsted at-eny . time by unanimous cozussnt 5T thoe first and saccis
parties nsroeto with upproval of the becrnmry of tre Intoriar,
RATE OF 2305pP30T LG
DIV ILCPLWT 19. That all orodue tiom wid the di:n;osal 2% arecs
AllD PRODUCTION .
shall be in conformity with allocaticis,

8llotzents, ant guotas mnde or fixed b7 eny duly sitrerizad




peraon or regulatory body under any Federel or State atutute;
pr'ovmed' that tho Ssorstery of the InSerior is vested =ith
suthority, pursunnt to tha mendstory Acte of tiarch 4, 1231,
and of Auga.%t 21, 1935, % alter or wodify from time to time
in his discretion, the rate of prospecting wnd develcopumsnt and
the quentity and reto of produc ¥tion unier thils ugreasm?t, such
authority being her:hy liwmited to alteration ¢r modification
in the public fintercat, the purpose thereof sad the public
intersatl Lo Ve served thereby to be stated in the order of
slterstion or madification, ‘

DETRRUINATIONS 20, That Operator shall determine tha date

BY 023RATOR

4ALD RIVISH TESREOP of first suthentic knowl edze ol informs~

tion on which revisicn of sny psrtioi-

{ ¢ pating prea shall be rredl ~zted; shull determine whethar sny

| | ﬁeil, horizon, land, or arae ecubjesoct to this sgroemsnt ‘is provad
} | , L or»_regarded,m'reammhly groved to b»a or to have besn commer-

u: - : cially productive or not comreroielly produmetive, it being under~
' ‘ 8tood and asgreed that commarciel productivity ghall be the

h | ' productive capscity estimetad to bYe sufficient to rsturn normal

"driliing and production costs umder wise and eXillful mansgewment:

axd eball dsteraine other mettors dnvoived in this agreozent for
which a'differént mathod of determination ia not hsrei"n sutoh-
lishgd; Proviced, that Oporater shsll give timely notice of

all sach detsrminestions to all interested pariios, including ths
Seoretary of the Interlor; Provided, further, that all such
determirations may ve rovi swed by the Secretsry of the Interior
on hig osn initiative or on written raqasat ¢f any intersctsd
rarty, notice of any such review W bve given to all iﬁtereeted

- pertisa, including Operstor, wAtkin sixty (52) daye sfter receiyp:

(43

£ nctice of Op&ator's doterminmation; and Provided, farther,
theat arﬁ; me.ttu;s 80 reviewed, on reguasst or conaeut of Opa'r‘ator‘
may be sutmitted to o committes of thres competent persornc
eppointed by said Sesretary, one on ncmination of Operator, one
on nominstion ¢f the secord wrties (3kelly C11 Company to

booome & socond party for this purpege if it ghould cenzo to be

.

~14-




K-

the Oparator), snd the third on nomination of the first two,
the coat of such committee to Pe a gost of operation and its
report (which ghall be binding on the committae whon concurrsi
in by any two of its membsrs) to be mulmitted to cald Secratary
and copies thereof by hi::l to Operator amd other interested par-
ties; and Provided, further, that opportunity shall ve given in
gaid review for s11 first snd sagond rartiasa to pgresent their
contenti ons and supporting evidence by written or orel coumzuni -
cation to ssid committee or sald Sesretary, and that after
oomsideration 0of &1 creditvle gvidence ssid Sscoretary shall
render a reasounsble dect sion baged thereon snd in conformity
tbarewit\h, wich aocizion, 80 made and rendsred, shell bs Lincl

ani binding on &1 mrtiss hereto and those comsenting hereto.

' COUNTSRPARTS 21. That this agreewsmt zay be executed in any

-~

]
4]
5]
t3
(]
A
()
>
o
0

o | aubsr of countsrparts with ¢
~and .ffect as if 2l parties bad signed the same doéuznent.
IN AITRZE3S WHERECQF, the partiss hereto have
_ caused this sgroement to be exeoutsd and have set opposite threir
respsoti ve names the date of execuntion and a list of the lends
..made subject to this égre:ment. |

DESCRIXTION COF LallDs DATZ OF
EIECUTIL O

Sec, 22 and 4/2 of
8ec. 27, T, 175, R, AR e 2o 10373y

2

Attast:

“itnesss -

Al iRl .

r—= -

FIRST JARDY

~16- .




; _ USCRISTION OF LaliD: DAT: OF

| : TRI LT
? Sece. 15 and 21, sand .La:.c.f; 1937435 ._ \/

wers .o ~ Y . e T 7 - '.;"": )
3z and Swia end NG S V. reslacnt o

5ec. 28, T. 173, R, 31%.

VDY vy
9‘4..- A:-:'

attest;

82 and 32 of W4 of
Sec. 14, and N2 and Lee.s7 1927

N2 5W4 of Sec. 23,
n 17 2 . AT =

a0 L X -5. GLe S Iel

, . NE4 and N2 44 of HLee . 173527
é . Sec. 14. Te 173. : L 4 .
- BO 513. ) ’ (C. G. Hemﬁ.‘:nl
? ' ' | Witnesa:

F2 14 of Sec. 26 . ’ 2
end SB4 mmi 52 8Wa ~ _Aee.s7 1937 /. —

of Sec. 23, T« 173, e Seruan)

R. 3E, |
Wi tness: “Fz
6K

SECOND PARTILED
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| :
COUSINT TO AGRITIRIL BY OVIRRIDLIG ROLALTY Odinivs ‘;
:
The under:dzned ownars of royalty in toz particiwiing
acrouze covaerad by the abdove angd foregoling unit sgreewent
. 3
Tersby concent to and agrae to bts touna Ly the torna of
‘ ‘a
sald ugreement ss and vr«r sama is spprevil By the Seoretary i
of tho Interior in so far as thelr réspcc'-;.*.v’e royalty
intersats sre concemsd.
Witnseas:
. (Bswlehr V. Lyncuj-
F —
3 - = ‘f-q De LL‘:‘S\)
é ' C A ' _ - {dlrem %, Dowl-
» . (Harshell & winmstcd, Ikc.):
8. 3, Sherman) -
(Paal Wodamelr
) TCherlies i, amta)-
{011 Rogcitties Gorporation) -
(B. Co Kigeins}:
(¥, 4. Andrswa) -
) -COHSEBITING PARTIES




cou3sst T0 AGAZEEST B O’JERRIDI‘JG R0ZALIY OdbnES

Tae anisrd gned ownard of royulty 1o ths tartioipsting
AGTIBZE covarad by the 8beCve aul ferogolng arit egreswont
y araby cousent to and.a-gr-aa to bve vound b7 tho torie of
3eid agroomnt ec and vhen gona ta ap 207l b7 the gecretary
of the Intericr in 80 far a.b- their resgective rojalty

¢ jntereata ere concernod.

fiitneas:
- TBai.en ¥ T enl
——-. . . Tde Se Losa}
.-““““"‘\ - TIGD w~ &
:.-\)‘1\“!&30,.,‘ {da AT
Sy '4“ ' >/
:- ‘-.' -.'. ‘ . * "A.'. o
T e (TR oll & +iDabol, Trc. )
ot ! ey THE INTERNOTNT N MPANY
i - [ A L4 L r 4 B"T' /
“e PRy, TEASUTOr »
l"," .. . --J} ] ‘; :—
g & mreenet s
, i

[ad - -
oy r ko ‘g_:g-‘ ——

'
AESPRTECN o

TCharies k. aeta)
PN

— : 1613 Roysltioea CGrporation)"

T

TE. G, Higetusl

]

o F. 4 anarowa)

CO.sS.TING PARTIED
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COUSENT TO AGRAREMENT BY OVERRIDING ROIALTY OVWNERS

The undersigned ownars of royslty in the participating

agrsage coversd by the sbvove and foregoing unit agreement

Laredy oconaent to and agree to be dound by the terms of

said sgreomnt as and vhen same is spprovsed by the Secretury

of the Interior in 80 far as their respective royelty

interests ars oconcemed.

TBeuteh V. lynch)

no S. Loa!}

(Rlran X, Dow)

Marehall & Winstad, Ihc.T

e Shéman)

Lol

ne }

[Charles M. aath)

" TOIT Royelties Corporation)

(B, C. Higelns)

m A ‘ndre'ﬁ’




COLSBIT TO AGAZRUEJT Bf OVERRIDIUG ROYALTY OJNBRS

The underd znad ownsrs of rojalty ir the partiociputing
asroage covared by the abeve and foregoing unit sgreenent
karaby conaent to and agree to be dound by the terma of

said sgreement &s and vhéaa sume 1a spprovad dy the Jecretary

of the Interior in o fer ss their respcective royelty
intoreats are oconocomsed.

Witneas:
Bauleh V. wynoo)
UL o 3¢ Loa)
RN '\"‘T{}{"-’:/' -
o e A -,
." -~ : . s
§oSn e -.F-/'-_ ﬂhram H. DGw)
Lt RPN I nstop, liic.
A O N
S AN _.J" . \() h
Y e
— APV NI (3. 3. Shemesn)
-, b d L A R
ET '::t-“{‘." A
UL IR i i |
SLERRIBoN & TPaul Xolune)

aﬂ N, zath)

mm

« A« Andreova}l

COUSRITING PARTIES
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BXAIBLT &
Schodwles of Lands Inziuded VWithin Particioating Arse

and Percentége Aoreage Intorsst of Jach Oanar

PERCZNTAGE CF INTHERHST

I
OXIER ACREAGE O NED POPAL PARPLCIPATING AXil
Skelly 01l Compeny ‘§2 & 42 82 of o
_ . Section 23 33 - 1/34
Primen 031 Compsany s2 of Section 13 33 - 1/3%
w, 5, Sxelly (1/3 unitivided ) 82 & h2 Si4
& K4 324 of
33 - 1/3%

©. C. Horndor (1/3 interest ) Ssc. 23, and
sS2 3e0. 14,

. p. 2. Ggrmen (1/3 each ) Al1 T, 17,

S

Lo

(3ee Bxiibit A-1 attached)




IXHIBIT B

PROPORTIONHATE OVERRIDING ROYALTY OGIRERSHIP UNDIER
PROPOSED PARTICIRATING AREA OF SKELLY UIIT ARZA.

BEULAHE V. LYCH LSASE #3623

Jo S. LBA PERIIT #029418, end

BIRAW K. DOA PSRMIT f0a9420 -
EDDY COUNTY, N34 M=2XICO ~

1 a
: 124/585 of 734
Bealeh V. Lynch W@m Roaswell, New Mexico
‘ 85 of 7
Biram . Dow .z.gi,.é"“o %'Zw« Roaws1l, New Msxice
‘t—Marshall & Winston, Inc. 72/58 of 787 480 I. W, Eellman Bl dgz.
“ . - loB Angeles, Calif,

llan

1401 B. 12th Avenue -
Danver, Golorado

Paxl MoCune 2/5856 of &% Fort Worth, Texas
: . : ( Burkburnett Bl dg. )

Se S5e¢ Sherimn 12/885 32 (47

- Cherl es 4., Rath 2/685 of 8% 1254 Gook St.,
- : : - - Denver, Colorado

,— 011 Royslties Corporation 22/585 of 73% - 826 I. N. Van Ruys Bldg,
. .- : Lioa Angeles, Csalif.

B. C. Higgina _ 30/585 of 7% Artesia, New Mexico

L— -Fe A. Androws . 72/685 of 73% 233 S. Van Hess Ave.,
: : o : Ios Angeles, Calif,




EDDY COUNTY, NEW MEXICO
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SKELLY OIL COMPANY

Tulsa, Oklahoma

April 24, 1939

15 R E.,C. Higgins
Box 595
Artesla, New lexico

Ve wlish to call your attention to & matter affecting
the Dow, Lea and Lynch area of EZddy County, New ¥exico, now
Xnown as the Skelly Unit Area by virtue of unlt agresement ap-~
proved by the Secretary of the Interlor December 17, 1937.

Vie have at last been sueccessful in securing oil

and zas leases, apnlied for and dated April 30, 1933, from
the United States of Amerlea, covering the lands eatraced
1

n the Dow Permit %029420 ané the Lea Permit #02041&. The

1A% lease on the Dow area covers gll of Sectlon 15, Township
17 South, Range 31 Zast. The "A" lease on the Lea area covers
the 3/2 of Section 14 and the N/2 of Section 23, Township 17
South, Range 31 East. ¥e are, therefore, quite anxiocus to
connlete our records in connection with esch of the above per-
mits in order that the vayments of overrliding royslty in
Xeaping wlth the tarms of the ovserating agresments affectiing
221d permits, ney be made.

You will no doudt recall that in Dezcember of 1937
our representatlive approachsd you to gecure your consent to
gnld unit agrezment. At that tlime you d=c¢llned to signify
your consant, az dld M¥r. Hiram 3. Dow and ¥rs. Beulehr Y. Lynch.
511 other overriding royalty interest owners signified thelr
nzant to such unit orzeration of all three of the vroperties
The unit agreement mentioned was subaeguently submitted
Secretary of the Interior in keeplngz with the expresssd
of the Department of the Interior that federal leases
rmits be unltlzed. The Secretary of the Interlor aporoved
atd zgreemant, end by such approval, made the leases lgsued
the two permits menticned, ss w211 as the Lynch lease,
ct to the terms of such unit zgreement. The *AY lease on
ynch area covers, as you recall, all of Sectlion 22, Town-
1p 17 South, Range 31 ast.
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The fallure of yoursel?, lr. Dow and lra. Lymdh
to consent t2 the unit azreemant w11l =orkx considersable hard-
shilp upon us by reazon of a complicated accounting procadurs,
witich now exlsits hecsusge of the willirgness of gll other over-
riding royalty owners to have the thr=ze leages onerated as a
unit, while you have not consented to such unlt oneraticna,
Such involved accountling could te avolded, and the paymaent to
cvarriding royaliy interest ownsrs graatly facllitated, if you,
¥r, Dow, and #rs. Lynch would now Join with the remaining
overriding roy2lty Anterest owners in consenting to the unit
operation of the thrze propertiess mentioned,

We could go into a lengthy discussion of unit
operations in general. DBut we assume that your knowledge
of the industry im such that you are aware of tne many ad-
rantages to be gained from such unit cpera2ticna. This fact is
further evidenced by fthe fact Thst the Sscretary of the Interlor,
by varilous recent regulatlcns, has indleated that, in 20 far as
fadsral oil and gas leases zra concerned, unitization is to be
accompllshed wherever possitle.

According to the variona coperating agreements affect-
inz ths parmits in questlon, and the subsaquent assiznmant of
portions of the overrlding royalties therein ressrved, yosu are
enktitled %o racelve an ovsrriding royalty interest of 13 undar
and by virtus of the 540 acre "A¥ lease sacured under the Tor
Permit 4029420; an overriding royalty interest of 1/4 of 1%
undar and by virtua of the 5O acrs "AY lease s2cured under the
ea Permit #029418; and an ovarriding royalty interest of 1/%
£ 17 under and by virtusz of thz £40 acre "AY lease gecured
nder the Lynch Permlt 5029419, Howaver, under tha t2rms of
he unlt agresment in question, 2ll three nropertiss ars unie -
t1z2d and operated as a single leasz., Under the combined thrae
“A®% leages, your net intzrest would ts 1/2 of 14,

o

Befora releaalng paymant of ovarriding royalty, it
will b2 necesgsary for us 1o circulats division crders for
sxeautlon bty 211 of the ovarriding royzlity interzst owners.
But, before we will be sble to cilrculate such division ordars,
it. %111 be necessary, if %2 are to avold complications in
accounting, that ws secure your consant to asuch unit operstions
and your apuroval of the abova ccaputation of your net interest
in the unitizaed *A" leases.

While not intending to antlcloate your desire to
algnify your conssnt, we naverthesless feel confident of your
willingness to cocperate, and we, tharefore, forward to you



z ¢eao7 of this lettrr with snace providsd for you Lo indlcate
your coneent snd acceentance. If you Seslre $o so indloate
your consent, we request that you o 50 on the cony of this
letter, and that 1%t be roturned to this office in the enclosed
stamned eddresged envelope at your earliast opoortunity, in
order to enable us to bring the entire matter to a2 consluslion
at an early date.

Yours very truly,

HWi G

“necl.,

+

The unit operation of the proprerties above
referred to 1s consented to. My vresent

net overrlding royalty interest 1s as stated
abvove., Effective as of April 30, 1933,

r ”
ted: ; aé‘/y D
Date :;Z. £ a 7,7?
(/22 Y et » 1939

4




SKELLY OIL COMPANY

7N
M
Iy

Tulsa, Oklahoma

April 19, 19359

Mar. Paul ¥cCune
Burkxburnett Bldg.
Ft. %ortn, Texas

This 13 to advlise you, an ownsr of an interest in
the overrliding royalily reserved in the operating contract
relating to the Dow Permlt in Zddy County, New Hexico, that
we have at last been successful in securing o)l and gas lease
from the lUnlted States of America, covering the lands embraced
in sald permit., We are, therefore, anxlous to complete our
records in connection wlth this permii and release payment to
you for your proportlionate part of the overriding royalty
whichn has accrued since the dats of sz2ld ieasse.

You will doudbtless recall that the parmit named,
tozether with the Lynch lease and L2a Permit, have teen uni-
tlzed under the terms of a unit agreement as prescribed by
the Department of the Interior. You siznified your consent
to sueh unit operations by signing a counterpart of the unit
azreement mentloned., Thls unit agreement c¢ontalined a schedule
designsted as "Zzhiblt B? which set ont the proportionate owner-
ship of sald overriding royalty. ‘We wish %0 advise that the
fractlonal interest, designated as your oroporiticnate ownership,
in e=214 *Zxhiblt B® was in error. Through an erronzoug calcu-
lation, your fractlonal interest was designated as 2/535 of
732%, which 13 less than the proportlicn to which you are actually
entitled.

Before releasing payment of the amounts which have
accrusd to the overriding rcyalty interest owners, we desire
to correct the error made 1in sald exhiblt in order that you may
be properly credited with the amount of overriding royaliy 3o
which you are entltled.

Accordlng to the varlous operating agrsements affacting
the leases In gquestion, and subsasquent asssizgnments of portions of
g overriding royalty therein reserved, you are entitled to
celve an overriding royalty interest of 1/2 of 1% under and by

Pl

th
rs



“‘r. Paul 2eCune
~oril 19, 1959
laga Two

7irtue of the S40 acre "AY lease secur2d under thz Dow Permit
70264020, which "AY lease i1s dzseribad ns all of Section 15,
Township 17 South, Range 31 Eacst, =ddy County, New lexico. You
own no intsr=st Iin the overrlding royslty under and by virtus

of the 540 acre "A" leass secured under the Lea Permit #02G418§,
which "A" lease 1s described as the $/2 of Section 14 and the

¥/2 of Sectlon 23, Township 17 South, Ranga 31 Zact, “ddy County,
New Yexico, and no interest in the overriding royaliy under and
by virtue of ths 640 acre "AY leass secured under the Lynch
Permit #029%19, which "A® lease 1s deseribed ss all of Seotlon 22,
Township 17 South, Range 31 Zast, Eddy County, New Mexlico. Under
the terms of the unit agresement in guestlon, all three properties
are unltized and operated as & single lsase. Therefore, undser
the three "A" lesses, as combined and unitized, your nst interest

2~ - g
is 1/24% of 1%,

Before releasinz payment of accrued sums, it will be
necessary to circulate diviaslon ordars for exacution by all of
thie overriding royalty intarest owners, Bul, before we will be able
to circulate such Givision orders, 1t will bs necessary that we have
your anpnroval of and conssnt o the distribution of such royaltleas
on the rsvised basls as degsuribzsd avove.

A lettesr similar to this i3 belng addressed to all re-
maining owners of fractions of overriding royalty, and immediately
upon receipt of avproval from all, divisiocn orders will be preparved
and clreculated.

We, therefore, reguast that you 1lndlcate your appreval
and consent to the revissd interest by signing ths copy of this
letter enclosed, returning saste to Thias oifice in the enclosed
stamped addressed envelope. 1f you w11l give this your lnmediate
attention, 1% #lll enable us TO release naymsent Lo you at an
early date.

Yours very truly,

HY8: %W
Tnol.

© e et e o ——




SKELLY ?
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SKELLY OIL COMPANY

Tulsa, Oklahoma

b
o

d

J

Asr1l 19, 1939

011 Royalties Corporation
8§26 I. M. Van Nuys Builéding
Los Angeles, California

Gentlemen:

“hle 1s 10 advise you, an owner of an interest in
the overriding royalty reserved in the overating coniractis
relating to the Lea and Dow Permits in Eddy Gounty, New iexico,
tnat we have at last been succesaful in securinz oll and gas

2ases from the United States of America, covering the lands
embraced in sald permits., Je are, thersfore, anxious to com-
viete our records in connection with ithese »ermits and releass
naymsnt to you for your uvroportlonate rart of the overriding
rovalty which hag ascrued since the date of gaild leasses.

Xou w11l doubtless recall that the two varmits named,
gether withthe Lynch lease, have bteen unitized under the
tarns of a unit agreement o3 prescribed by the Department of
the Interior. You sign?fled your consant to such unlt overs-
tlons by signing a counterpsrt of the unit agreement mentioned,
This unit agreement contalned a schedule deslignated z2s YExhibit
Z¥, wnich set out the proportlonate ownership of said overriding
royalty. Ve %wlsh to advise thalt the Tracticnal interest, de~
*g‘ated a8 your onronoritlonate ownarship, in es1d *Zxhiblt BY
s in error. Through an errgneous G&cu*afion your fractional
terest was designated as 2275385 of 723, which is less than
he provoriion to whilch you are entitled,

cr
O

*-

1

C
-

[l W]
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Before releasing payment ¢f the amounts which have
acsrued to the overriding royaltiy interest owners, we desire
Lo correct the error made in sald exiiibit in order that you may
be properly credlited with the aacunt of overrliding royalty to
wnhich you are entitled.

Lecording to the varlous operating agreements affeocting
the jeases in questlion and subseqguent assignments of portions of
ths overriding royalty thereln ressrved, ycu are entitled to
recelvz an overr*ding royalty lnterest of 1/2 of 1% under and



—

011 Dloyalties Corporation
Aoril 19, 1939

-
) __;3,1 !\va

by virtus of the 640 aors "A' leace secured under the Dow Permit
7029420, whlch "A® lease is describzd as all of Section 15, Town-
shln 17 South, Tan?e 31 zZast, Zddy County, HNew i{exics; an overe
ridiag royal ty interest of 1/4 of 1% under and b; virtue of the
640 acre "A" lease sscured under cha Leg Permlt 7029418, which Al
lecase 1s desceribed as the /2 of Szction 1k and tae ﬂ/9 of Section
23, Townshlp 17 Soutsh, Ran-9 31 Zast, =Zddy COLnuJ, Kew ilexico; and
an ﬂverr*ding royaltj 1nuerest of 1/& of 1% undesr and by vlrtue

of the 5HL0 acre "a' loase seoured under the Lynch Permit 4029119,
which “A?% lease 1g desaribed as r11 of Seotion 22, Townshlp 17
South, Range 31 Zaat, Eddy County, New Mexico, Under the terms

of the unit agreement in question, all three properties are uni-
tized and operated as a single lease. Therefore under the three
"A? lesses as comblned and unittzed your nat 1ntarest 1s 1/3% of
1-19-

Eefore releasing vayment of accrued sums, 1t will be
neceesary to circulate division ordsrs for exscution by 211 of the
overriding rcyalty interest owmers, EBut, bafore we w11l be able
to clrcualatz such dlvision orders, 1t will be necegssary that we
heve your aoproval of snd consent to the diatribution cof such
rayzltlas on the ravised vasis 23 describesd above.

A lelter simliler to this ig belng addressed to 21l re-
maining owners of Tractions of overriding royaliy, and iamediatzly
upon recelr»t of aroroval from all, division orders will be opreparad
and cireoulated.

¥e, therefore, request that you indicrte your eoproval
and consznt to the reviced intereat by signing the cory of this
letter enclosed herewith, rsturning sameé to this offlice in %he
enclosad sbumpe& sddressed envalgve. I2 you wlll glve this
your "“adi te attention, it will enable us to releass payment
tc you at an early date.

Yours very truly,
S y
>

HYH %
Znel.
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SKELLY OIL COMPANY

Tulsa, Oklahoma

Aoril 19, 1939

¥r. ¥. A. Andrews
233 5. 7an Ness Avenue i
Los Angeles, California

This 18 to advise you, an owner of an interest in
the cverriding royalty reserved in the Operating Contracts
relating to the Lea and Dow Fermlts in Zddy County, New Mexico,
tnat we have 2t last been successful in securling oll and gas
leasges from the United States of America, covering the lands
embraced in zsid permits. Ve are, therefore, anxious to com-
nlets our records in connection with these permiis and relesase
payment to you for your proporticnate vart of the overriding
royalty which has accrued since the date ¢f sald leases.

You will doubtless recall that the two permits named,
gether with the Lynch lease, have been unitlzed under the
ros of & unlt agreemesnt ag prescribed by the Derartment of
the Interior. Tou signified your consent to suchh unit opera-
tions by signing s counternart of the unit agreement merntioned.
This unit agreement contained a schefule degignated as *=Zxhibit
2® ynich set cut the proportlonate ownershin of sald overriding
royalty. “We wigh to advlise that the Tractlonal interesgt, de-
gsignated as your proportionate ow¥nershnip, in said *Zxhiblt BM
¥as in error. Through an erronsous caleculatlion, your fractional
interest was designated as 72/585 of 73%, wnich 1s less than
the proportion to which you are actually entitled.

Before releasing payment of the amounts wiilch have
gcerued to the overriding royalty interest owners, we desire
to correct the error made in sald exhibit iIn order that you may
be properly eredited w»ith the amount of overriding royalty to
whish you are entitled.

According to the varlocus operating agreements affecting
the leases in cquestion and subsequent assignments of portions of
the overrliding royalty thereln reserved, you are entitled to .
recelve an overrlding royalty 1lnterest of 13 under snd by virtus
of the 640 acre "AY lease secured under the Dow Permit 7029420,
which "A" lease 1s described ss all of Sectlon 15, Township




dr. A, Andr=ys
Aorildl 19, 1939
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17 Zouth, Ranz2 31 Bast, Zddy Couniy, New lkaxico; an overriding
royalty lnterest of 14 under and by virtus of tha 540 acre A%
lease secured under the Lea Peralt 7029418, which "AY lesse is
described as the 3/2 of Ssction 1& and the W/2 of Jaction 23,
Townshlp 17 South, Range 31 Zast, Zddy County, New lexioco; and
an overriding royalty interest of 173 under and by virtus of the
540 scrs "AY lease secursd under the Lynch Permit 7029419, which:
A" leage 1s desoribed as all of Sectlon 22, Townshlp 17 South,
Range 31 East, Eddy County, New iexico. Under the terms of the
unit agreement in question, all three properties ares unitized
and operated as a single l2es3e, Therefore, under the three "A®
leas=s as combined and unitized, your nst interest is 1%5. Be-
fcre releasingz payment of accrued gums, it wiil be necesasary to
circulate dlvision orderas for exscution by all of the overridlng
royalty interest owners. But, before we will bs able to cirou-
late such division orders, 1t will ©be necessary that we have
your anproval of and conszant to the cdlstribution of such royaltlies
on the revised basis as described above.

A letter slmilar %o this 1s being addrzssad to all re-
maining owners of fractions of overriding royalty, and immedlately
uaon recaint of aprroval from all, division orders will he prepared
and clroeulatad.

Ya, tharefors, request that you indicats your approval
and consent to %the revised intarsst by 3lsgning the copy of this
letter enclogsad herewlth, raturnling same to this oi'fice ia thae
enclosad stamped addressed envelope. If you will give this
vyour immediates attention, it will =nable us tc releagse payment
to vou at an esrly date,

Youras vary iruly,

HWHY
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SKELLY OIL COMPANY

Tulsa, Oklahoma

April 19, 1939

ma”qball & Yinston, Inc,
kg0 I. W. Hellman Building
Los Angeles, California

Attentian: Mr. Sam Mzsrshall

Gentlemen:

This is to advise you, an owner of a2n interest in
the cverrlding royaliy reserved in the Uperating Contracts
relsting to the Lea zand Dow Permite in =ddy County, Hew Hexico,
that we have at last been successaful in securing oil and gas
leases froa the United States of America, covering tne lands
embraced in gald permita. a2 are, iherefore, anxious to cCome
plata our records in connection with these permits and release
pﬁvmont to you for your proporticnate vart of the overriding
royalty which has acerued since thz date of sald leases,

You will doubtless reecall that the two permiis named,

Lozether with the Lynch lease, heve been unitizeé under the
terms of & unlt agreement as prescribed by the Denartment of
the Intericr. You signifled your consent £o such unit onera-
tions by signing a eounterpart of the unit zgrezment mentioned.
This unit agreement contalned a schadule dasignated as "Exhible
nA rhich sat cut the oroportiocnate ownershin of said overridinz
royalty. e zigh to advisa that the fraectional interest, de-

-énaued as your prop ritionaie omership, in eald "Zxhibvit 8¢
was In errcor. Throuzh an s2rroneous colculatlon, Jour fractional
interest was deslignated as 72/535 of 7« »nich 1s less than
the proporiion to which you are actua lJ entitled,

Before relessing payment of the amounts which have
scerued to the overriding roysltiy interest owners, wme desire
to correct the error made in s8s53d exniblt in order that you may
te nroperly credlted with the amount of overrlding royaliy to
which you are entitled,

Aceorsd ing to the various operating agreemonts affzecting

the less2e &n quegtion and sudbssquant asslznsznis of portions of
the ovesrrldling royaliy thereln rezsrved, you are sntitled to
receiva 3n overriding royalty interest of 1% under and bJ virtue
of the 540 acre YAt lease sec red undex the Dow Permit 02920,
which "A" laase 1s described as all of Sectlon 15, Township




Marshall & Winston, Inec.
April 19, 1939
\ Page Two

17 Zouth, Panre 31 Fast, Lddy Coun?y, New lfexico; zn overriding
royalty interast of 15 under and by virtue of tha 640 acre “Ad
l1sase secured undsr the L\3 Peralt /029418, which A" leaae is
dosc”\‘oad =8 the 3/2 of Sgotlon 1h and the N/2 of Seetlon 23,
Townanln 17 South, nanue ?1 taszt, ~ddy County, liew lexico; and
an OVarrld‘ng royslty interest of 1% under 2nd hy vlrtue of the
540 acre *A® leaze secured undar tha Lynch Permit #029419, which
A% lease 13 deseribed as all of Ssctlion 22, Townshin 17 South,
Panze 31 Tast, =Ady County, Uew Mexlico. Under the terms of the
unit agresmsnt in Guestlon, all threa propsertiss ara unitized
end operated aa a s3ingla leags, Therefors, under the threes #A®
lzas28 as combined and unitizsd, your nat interoeat is 1%5. Bew-
fore releasing payment of acerued sums, it will be necessary to
circuiate divisicn orders for executlon by all of the overriding

rc}'&lt}' Qn?nnaqf‘ nMmara T-"HQ' hafora ma 411 ha b‘h1b ta c&reu—

l o . late such dizlaion ordsrs, it will bs necessary that we have
: your approvxl of and ccnsent to the distributlon of such royalties
cn the revised basls as described asbove.

A lattar simllar to this 13 being addressed to all re-

meining owners of fractions of overriding royalty, and immediately
vpon racaeipt of aprroval frem all, divisglon orders wlil hne npreparad
and elrculated.

Yo, therefora, racuest tha% you indlicata your approval
and consaznt to the ravised inter=23t by signing ths copy of thla
lattar enclosazé hsrewlth, returniag sema te thls office in ths
encloszsd stamped adi*ass=d envsleopne. If you will giva thig
vour immedlate atZention, it will enable us to rslease payment
to you a2t an early date,
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SKELLY OIL CCMPANY

Tulsa, Oklahoma : §

Asrll 19, 1939 o i

P

#r. Chas. X. Rath
1254 Cook Street
Penver, Colorado

§ This 1s to advise you, an owner of gn interest in

: the overrlding royalty reasesrved 1in the operating contract,
relating to the Dow Permit in Eddy County, New Xexico, that
we have gt last been successful in securing 01l snd gas lease
Trom the Unlted 3States of Americu, covering the lands embraced
in sald permit. e are, therefore, anxlous %o complete our
records in connsction with this permit zand release payment to

_ you for your proportionate part of the overrlding royalty which

; has atcrued since the date of sald lease.

You wlll doubtless recall that the permit named, to- K

i gether wiith the Lea Permit and the Lynch lease, have bean uni- o
tized under the terms of a unlt agreement as preseribed by the f

Department of the Interior. You signifieG your congent to :

sueh unlt opersations by signing a counternart of the unit

egreenent meniloned, Thls unlt zgreement contalned a schedule 7

dasignated as "Ixhibit B¥, which set out the nroportionate owner-

shin of sald overriding royalty. YWe wilsh to zcdvlise that the

fracticnal interest, designated as your proportiocnats ownership,

in said *<xhibit B* was in error. Through an erronsous calculation, '

your fractional interest was deslgnated as 2/585 of 713, which is

l2as than the proporticn to whnich you are entitled.

Befora releacsing payment of the amounts which have ;
accrued to the overriding royalty interest owners, we deslre 3
to correct the error made in s21d exhioll in order that you may :
be properly ceredited with the amount of overriding royalty to
which you are entitled,

According to the varlous onaratling agreements affectling
the lzases 1n guestion, and subszaqu2nt asslgnments of portions of
the overriding royalty therein reserved, you are entitlied to
racelve an overriding royalty interest of 1/8 of 1% under and
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Lr. Chag. Al RQath
Aoril 19, 1939
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7 virtue of 4the 54O scre "AM laas2 secured under tne Dow Permit
2gkn0, whichn "A" lease 1s dasacribed as 21l of Section 15, Town-
1p 17 South, Range 31 East, tddy County, New iexico. You cwn
nterest in the overriding recyalty under and by virtue of the
acre "A® lease secursd under the Lea Permlt /029418, wniceh

* lease 13 described as the 5/2 of Section 14 snd the N/2 of
ction 23, Township 17 South, Rang2a 31 Zast, =Zddy County, New
xico, and no interes?t in the overridling royalty under and by
Vvirtus of the S40 acre "A" lease secured under the Lynch Permit
#02Gl1g, wnhich "AY lease 1s deseribed as all of Seotlon 22, Town-
shin 17 South, Range 31 fast, Zddy County, New ilexico. However,
under the terms of the unit ggreement in question, all three
properties are unitlzed and operatad a2s a single lease, Therefore,
under the three "AY leases, as combined and unitized, your net
interest is 1/24 of 1%.

2INT 0 S
Q
oo

w O s

n

x4

£

Before releasing payment of ac¢crued sums, 1t will be
12ceesary to clreulate dlvlision orders for exscuticon by all of the
ovarriding royaily intersst osners. tu%, bsfare #e will e able
to circulate such dlvision orders, 1t will be necessary that we
heve your ancroval of and consent to the distributicn of suoch
royalties on the revisad basls as described abovs.

A letter simllar to this is tsing addresgsad to all re-
maining ownars of fractlions of overriding royal¥y, 2nd immedlately
ugon recelpt of zpuroval from all, dlvision orders will ba pfepared
znd clroulated.

we, therafore, ragusst that you 1ndicate your approval
ana consgsent to the revised interest by slgning the copy of thls
letter encloeed kerswlth, returning same to this offlice 1n the
enclosed stamped addressed envelope. If you w11l gilve thig
your Immedlate attentlon, 1t %111 ensble us $o releazs payrment
to you at an eaerly date.

Yours very truly,

HWiI W
nel.
Consont~o” o gl geroaests trig
sy, 7 s e
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SKELLY OIL COMPANY

Tulsa, Oklahoma

April 19, 1939

The Internountalin Royalty Company
520 Zqultable Bullding
Penver, Colorado -

Centlemen:

This 3s to advise you, an owner of an interest 1in
the overriding royalty reserved in the operating contract
relating to the Dow Permit In =Zddy Counidy, New lexlco, that
we have at last been successful in seecwring oll and gas lease
from the United States of America, covering the lands embraced
in said permit. %We, therefore, are snxious to complete our
records in cannection with this rermit and release payment to
you for your propocrtionate part of the overriding royelty which
has accrued since thz date of ezid leass.

You will doubtleszs recall that the permlt naemed,
together with the Lea Permit and Lyneh lemce, hsd been uni-
tized under the terms ¢f a2 unit szgrsemsnt as prescribezsd by the
Derartaent of the Interior. You signified yocur consent to such
unit osarations by signing s counterpart of the unit agreement
mantioned. Thils unit agreement contalned a schedule deslgnated
23 "Zxhiblt B® which s=2t out the »reportlionate ownershln of szid
overrlding royality. Ve wlsh to advise that the fraction-z2l in-
terest, designated as your proportionate own=arship, in =ald
"Exniblt EY was 1n error. Through an zrroneous calculatlion, your
fractional interest was desiznated as 12/585 of 7:%, whilcha is
le:: than the proportion te which you are aetually entitled.

Before releasing payment of the amounts which have
accrued to the overriding royalty interest owners, we desi--
to ¢ccrrect the error made in gaid exhlidit in order that you
may te progerly credlted with the anount of ovarriding royalty
to which you are entitled.

Accordlng vo the wvarloua operating agreements affecting
the leases in Questlon, 21nd subsequent asslignments of portlons of
the overriding royalty tharesin resarved, you are entitled to
receive an ovarriding royalty interest of 3/4 of 13 under and by




Tha Intermountaln Royalty Company
»““11”19, 1279
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virtue of the ZLO acre "A% 1 ader t;e Zow Peroit
7829420, whien "A" 1ea¢ 211 of caction 15, Town-
shilp 17 South, Ronge 71 ©ost, y uountj, ew exico. You own
no overrid!ng ”oywl Y 1nnerest under and by virtus of the 540
uorn "A" Y2032 secured under the Lea Permit 7029418, whlch "AM
l2zse 1s deseribed 23 the S/2 of Section 14 and the N/2 of Ssction
22, Township 17 South, Range 31 Zast, EZddy County, YNew ilexico, or
under and by virtue of the 640 acre "A" l2ase socarod under the
Lynch Permit 5029419, whicn "AY lease 1s descrited as all of Sec-
ticn 22, Townsndp 17 South, Range 31 Zasgt, Zddy County, New MHexico.
Under the terms of this unit agreement in questicn, all three pro-
psrties are unitized and cperated as a slngle Lease. Therefors,
undar the thres "AH 1@a°es es corbined and unitized, your net
interasst 1s 1/4 of 1%.

Ql

Before releasing nayment of acecrued sums, it will be
necessary to clroulate divislon orders for execution by all of the
ovarriding royalty interzst owners. But, before we will be able
to circulate suchh division orders, 1% willl b2 necessary that we
have your annroval of and consent to th=2 dlstribution of such
rovalties on the rasvised basls as dascribaed above.

A letter sixilar $o thls is being addresssz2d to all re-
maining owners of fractions of ovarriding royalty, and innediately -
upon recelnt of apnroval from all, Aivision orders will be prepared
and circuluasad,

%e, therefore, request that you indicate your aporoval
and consent to tha revised interest by signing the cony of this
letter encloszd herewith, raturning same to this cffice in the
enclosed stamped addressed envelope. If you will give this
ycur imm=adiate attentlon, 1t wlll enable us %o releasa paynent
to you at an esrly date,

Youre very truly,
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SKELLY OIL COMPANY

Tulsa, Oklahoma

April 2k 1973

¥rs. Beulah V. Lynch
100 N, Richardscn
Rogwell, New Mexlico

Dzar Xkadam?

#e wish to call your ettentiicn to s matter affecting
the Dow, Lea and Lynch area of Eddy County, New lexlco, now
known as the £kelly Unit Aree by virtue of unit agreement ap-
proved by the Secretary of the Interior December 17, 1G37.

¥e have at last been successful in securing oil
and gas leasas, appllied for and ésted Avril %0, 19%3, from
the Unlited States of America, covering the lands embruced
in She Dow Permlt #029420 and the Lea Permit #029418. The
"i% lease on the Do¥ area coavera all of Sectlon 15, Township
17 South, Range 31 East. The "A" lesse on the Lea area cover
the 5/2 of Section 1M and the N/2 of Secticn 23, Townshalp
17 South, Range 31 Zast. ‘e are, therefore, ulte anxicus tn
conplete our records in connection with each of the above per-
mits in order that th= payments of overriding royzltiy, in
keeping with the terms of the operating agreements affecting
said permlts, may be meade.

You will no doubt recsll that in December of 1937
cur repgresentstlve approached you to sacure your consent to
sald unlt asgrezment. AT that tlme you declined to signify
your conaent, ag did ¥r. Hiram M. Dow¥ and ¥r. Z. C. Higgins.
211 other overriding royalty intereat cwners signified thelir
consent to such unit onzration of 211 tnree of the propertizs

named. Tha unit zgreement mentloned was subsequently submitted

to the Secretary of the Intaerlor in kzeping wlth the expresssd
desire of the Department of the Interior that federal leases

e e e et e

e s o b e -

and permits be unitlzed. Tie Secretary of the Interlor approved the
saild agreement, and by cuch approval, made the leases lssued under
the two permifts mentioned, as well as the Lynch lease, sublect to
the terms of such unlt agreement. The *A* lease cn tke Lynch

area covers, as you recall, all of Sesction 22, Townshion 17 Bouth,
Range 31 Xast,

YNGR




trs, Isulah V., Lynch
Axril 24, 1939
Page Iwo

The fallure of yourself, dr. Dow and Yr. Higgins
to consent to the unit agreement w11l worx considsrable hard-
shin uoon ua by reason of a compllicated accounting procedure,
¥#nlch no¥ exiats because of the willlngness ol all other over-
rlding royalty owners to have ths three leases ooerated as s
unit, #hile you have no% consented to sucn uanlt overations.
sucn involved accounting could be avolded, and tha payment to
overrliding royaliy interest owners greatly faclilitated, if you,
#r. Dowx, and ir. dlggins would now Joln with the remaining
overriding royalty lnterest owners in consenting to the unit
oparation of ths three nroperties mentioned.

The recent exchange of fractional interests between
yourself and idr. Dow appears to us to indioats an intzntion
upon ths part of each of you to avoroximate the same condltion
2s #ouid be accomplished by consenting to sucn unilt operations.
in otner words, the exchanre of Intera2gstas indicates to us that
you may fsel there are advantcages in gucn unit oparation of the
group of leases, and that now you would take a different view
of tha matter from that osreviowdy held by you.

According %o ‘15 varlous operating zgreesents affect-
ing the permlts in question, and the subzequent assignment of
portlons of the overrla‘ng royaltliesa therein r=served, jyou are
°ntitLpd to recelve an overrliling royalty 1ngerest of 1-1/3%

néer and by virtus of ths AU0 acre 2" lsase gcecured under
tne vow Pernit J029420; an overriding royalty interest of 1-5/56%
under and by virtus of the 540 acrs "A% le:z sacured under %the

Lea Pernlt #026413; and an owovrju*ng ”OialtY interest of 1-5/53%
under and by virtue of thke AUD acre %A" lease secured under the
Lynen Psrmlt 7023419, HoweVer, under the t=rma of the unlt
agreement in question, all three propertles ars unltized and
onerated as a sin=le lease. Unier the corbined three "AY

leases, your net intereat would be 1-2/33%.

Before releasing psyment of overriding royalty, it

7811 be necessary for us o cireculats diwvision orders for
execution by all of the overriding royalty interest owners,
But, before we will be 2zble to clroidave such division orders,
it #111 he necesaary, 1f we are fto avoid complications in

aceounting, that w2 szcure your consent to such unit operatinns
and your anuroval of tha above comoutation of your nret interest
in the unitized *AY leases,

While not intending to zntleipate your Zesirs to
siznify your consent, we navortiiclicus feel confident o7 your
willinzgness to COOp,rate, and we, therefore, forward to you

m— - ————

L s st e Ay e s = o




. Baulan V. Lynch
11 24, 1933
e ihrese

a cony of thias lettsr with space vrovided for you to indlicate
your odnsent and acceptanca. 1If you deslire to so lndicate
your consent, we reqguest that you do so on the coypy of thils
lettsr, snda that 1t Le returned to thls offlce 1n the enclosed
stanpred addregsed envelope at your earlliest oprortunity, in
rar to enable us to bring the entlire matiar to a concluslon
at an early date.

Yours very truly,

N
-

]

LITL) 8"
FERLE SIS

anel.

The unit operation of the propertles above
referred to le consented to. Ly present

net overriding royalty interest 1s as stated
above, Effective as of April 30, 1938.

Dated: /é’,aqz a/%/ Z /ém/ﬂ

77@7 /6 X2/ , 1939
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SKELLY OIL COMPANY

Tulsa, Oklahoma

Azrll 22, 1939

fionorable Hiram d. Dow
Roswell, New idexico

At the suggestion of ¥r. German, the writer 1is
addressing you concerning a matter affeoting the Dow, Lea
and Lynch area of =ddy County, XNew iexico, now Xnown as
the Skelly Unit Area by virtue of unit agreement aporoved
by the Seeretary of ths Interior December 17, 1937.

VWe have at laqt been successful 1in securing oil
a2nd gas leasss, applled for and dated Azril 30, 1938, from
the United States of America, covering the lands enmbraced
in the Dow Permit #029420 and the Lea Permit #029418. The
"A® lease on the Dow area covers all of Sectlon 15, Township
17 South, Aange 31 EZast. Tha "AM lease on the Lea arsa covers
the 8/2 of Section 1% and the T4/? of Sectlon 23, Township
17 South, Range 31 Zast., We are, therefore, qulte anxious to
conplete our records in connecticn with eahh of the above per-
"mitg in order that the payments of overriding royalty, in
kXeeping with the terms of the operating agresments affecting
sald permits, may be mads. '

You will no doubt recall that in December of 1937
cur repregsentatlive approached you to secure your connsent to
s:1d unit agreement. At that time you declined to signify
ycur consent, as 414 X¥rg. Beulah V. Lynch and ar. . C,
Higsins. All other overrlding royalty interest owners sig—
nifled their c¢onsent to such unit operaticn of zall three of
the propertles named. The unit agreement rentioned was sub-
gequently submitted to the Secretary of the Interior in
keeping with the expressed desire of the Depertment of the
Intericr that federal leasses and permits be unitized. The
Secretary of the Interlor approved the sald agreement, and
by such approval, made the leases lassued under the two per-
mits mentioned, as well as the Lynch lease, sublact to ths
terms of such unit agreement. The “A™ lease on the Lyneh
area covars, as you recall, all of Sectlcn 22, Township 17
Soutn, Rangsz 31 Zast.




ianornable Hiran ji. Dow
ril 22 1939

The fallure of ycursalf, ira, Lynch and Mr. Hizgins
to cons=snt to tha unit agreement wiil work considerable hard-
ship upon us by rsason of a compllicated accounting prodedurs,
which now exists bemause of the willingnszs of all other over-
rlding royalty owners to have the three leaases operated as a

unit, while ycu havs not consented to such unit operations.,
Such 1involved accounting could be avolded, and the payment %o
overrlding royalty interest owners greatly faciiltated, if
you, Mra. Lynoh and ir. Higgins would now Joln with the re-
malnling overriding royalty lntereat owners in conaenting to
tne unit operation of the three properties mentloned.

The recent exchange of fraciional intarsste batween

Yourself and irs. Lynch anpesrs to us to indicate an intention
upon the part of esch of you to avproximate the same condition
as would be soccomplished by consenting to such unit operations.
In other words, the exschange of intarests indicates to us that
you may fsel there ars advantages in such unit oneration of the
group of leasss, and thait aow yosu would take a different view
of the matter from that previously held by you.

According to tha varicus oneratling agreements affact-
ing the permits in questlon, and the subsequent sassiznment of
portions of ths overriding royaltiss tharein reserved, you are
entitled to recelve an overriding royalty intereat of 1-9/34
under and by virtue of the 540 acre *AY leese secured under

thie Dow Permit #029420; an overriding royalty interest of 3-1/45%

under and by virtue of the 640 acre A" lease secured under the

Laa Perait #029418; and an overriding royalty interest of 3-1/6"

er and by virtue of the 640 acre #A" lease secured under ths
Lvnch Parmit #029419. However, under the terms of ths unit
qgﬂeemnnu in question, all thres propertlas are unitlzed and
operated as a single lease. Under the combined three "AM
leasss, your net interest would be 2-2/33.

Before releasing payment of overriding royalty, it

" will be necesssary for us ito circulate division orders for

executim by all of the ovarriding royalty interesl owners.
But, before we will be =2ble to circulate such dlvision orders,

1t wlll be necessary, 3f we are to avold compllcations in
accounting, that we secure your consent to such unit operations

and your approval of the above computation of your net interest
in the unitized ?AY" leaseas,

Hr, German also suzg2sts that, while not intending to
enticipate your desira to signify your consent, he nevertheiess
Teels confldent of your willlngness to cooperate, especlally

——t
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“onorabls Hiram M. Dow

Spril 22, 1939
Parga Three

gince the racant compromise settlement of our &ifferosncas of
opinion, and that we, tTherefore, might forward to you a copy
of this letter with space provided for you to indicate your
consent and accentance, and thils we are dolng. If you desire
to so inficate your consent, w2 request that you ¢o 30 on the
copy of thia letter, and that 1% be returned to this oifice
in the arlosed stamped addressed envelope at your earliest
ogpportunity, in order to enable us to bring the entire matter
to a conclusion at an early date.

In event you declds to cooperate with us iLc the
extent indicated abovs, we would greatly appreciate your
further cooperation to the extent of advising Mra. Beulah
V. Lynch thereof, as we ares this day addressing a letter
similar to this to ¥Mre. Lynch and to ¥r. Higeins requesting
their " ke zonseant.

Yours very truly,

BV
znel.

The unit operation of the propertles above
referred to is consentsd %to. Uy present

net overriding royalty interest ia as stated
above, Tffectlve as of Anril 30, 1938,

‘Dated: JIee o <7ﬁ§-g,5

?/é 1939

e e

e < v e o s b 3 e
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bocket No, 1l=74

DOCKET:  EXAMINER HEARING ~ THURSDAY - JANUARY 3, 1974

S AM, - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING -~ SANTA FE, NEW MEXICO

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

o CASE 5000:

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

CASE 5006:

In the matter of the hearing called by the 0il Conservation Commission
on its own motion tec permit Aztec 01l and Gas Company and United States
Fidelity and Guaranty Company and all other interested parties to

appear aud show causc 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 abandcned in accordsnce with a Commission-approved

piugging program.

(Continued from the June 20, 1973, Regular Hearing)

CASE 5128:

CASE 5129:

CASE 5130:

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 why the Southeast Cha Cha Unit Well No. 1 located in
Unit M of Sectilon 32, 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.

Application of Gulf 0il Corporation for a non-standard gas preration
unit and simultaneous dedication, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks approval for a l60-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 Pocl, 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.

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-Penmsylvanian
Pool underlying the E/2 of Section 13, Township 21 Scuth, Range 34 East,
Lea County, New Mexico, to be dedicated to a well to be drilled at a
standard location in Unit I 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 operatin; costs and charges for super-
vision. 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 Mesa Petroleum Company for the amendment of Ordér 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 continued from Page 1)

CASE_5131:

CASE 5132:

CASE_5133:

CASE 5134:

CASE 5135:

pool rules for the North Shoe Bar-Strawn Pool, Lea County, MNew Mexico,
Applicant seeks the amendment of sald rules to provide for a special
gaas~oil ratio limitation of 4000 to one.

Application of Jake Hamon for salt water disposal, Lea County, New
Mexico. Appllicant, in the above-styled cause, seeks authority to
dispose of produced salt water into the Deveonian formation through the
perforated intervai from 12,935 feet to 12,946 feet and the vpen-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 Last,
East Shoe Rar-Devonian Pool, Lea County, New Mexico.

Application of American Quasar Petroleum Company of New Mexico for a
unit agreement, Eddy County, Neéw Mexico. Applicant, in the above-
styled causce, seeKs approval of the White City Unit Area comprising
5,120 acres, more or less, of Federal, State and fee lands in Township
25 South, Ranges 25 and I6 Bast, Fddy County, New Mexico.

Application of Atlantic Richfield Company for four non-standard gas
proration units and simuitaneous dedication, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the following
320~-acre non-standard gas proration nnits in Township 22 South, Range 36
East, Jalmat Gas Pscl, 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 C, 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. tpplicant, 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)

CASE 5136:

CASE 5137:

e

CASE 5138:

CASE _5139:

CASE 5141:

-

SW/i4 SE/4 of Section 27 and the S/2 SE/4 of Section 34, both in
Township 17 South, Range 28 Fast, and the NW/4 NE/4 and the

SE/4 SW/4 of Section 6, Township 18 South, Range 28 East, BEmpire-Abo
'ool, Fddy County, New Mexico.

Applicant further seeks the amendment of Rules 3 and 4 of said
special rules to provide that effective January 1, 1974, the maximum
allowable for the project area be 33,000 barrels per day rather than
30,000 as presently provided.

Application of Coastal States Gas Producing Company for an unorthodox
01l well location, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks approval for the unorthodox oil well location of
its McGuffin Well No. 2 at a point 1980 feet from the North line and

666 fect from the West line of Sectionm 29, Township 9 South, Range 33
Fast, Flying 'M'"-San Andres Pool, Lea County, New Mexico.

Application of Skelly 0il Company for two unorthodox locations, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks
authority to drill two producing wells at two uncrthodox locatisns,

one 2630 feet from the North line and 1330 feet from the West line and
the other 1330 feet f{rom the Souih line and 10 feet from the West line,

both in Section 22, Township 17 South, Range 31 East, Grayburg-Jackson

~Pool, Eddy County, New Mexico,

Application of Skelly 0il Company for a waterflood project and four
dual completions, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks authority to institute a waterflood project by the
injection of water into the Seven Rivers formation, Fren Pool, through
six injection wells in its Skelly Unit Area in Sections 21, 22 and 28,
Township 17 South, Range 31 East, Eddy County, New Mexico, three of which
wells would be dually completed for injection into the Seven Rivers
formation and the existing Grayburg-Jackson waterflood project. Appli~-
cant further seeks authority to dually complete its Skelly Unit Well
No. 76 lccated in Unit O of said Section 21 as a dual completion to
produce Yrom the Fren Seven Rivers Pool and the Grayburg-Jackson Pool
through parallel strings of tubing.

Application of Skelly 0il Company 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 three wells on its Lea "C"
Lease in Section 11, Township 17 South, Range 31 East, Grayburg-Jackson
Pool, Eddy County, New Mexico.

Application of David Fasken for directional drilling, Eddy County,

New Mexico. Applicant, in the above-styled cause, seeks authority to
re-enter an existing well, the unorthodox surface location of which

is 660 feet from the South and West lines of Section 7, Township 18

Souih, Rangc 26 East, West Atoka-Morrow Gas Pool, Eddy County, New Mexico,
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(Case 5141 continued from Page 3)

CASE 5140:

and to directionally drill said well in such a manner as to bottom
the well in the Mcrrow formation at a point 915 feet from the South
line and 660 feet from the Wes:t line ol said Section 7.

Application of Amoco Production Company for special pool rules, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks the
promulgation of special pnal 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.

(This case will be continued to January 16, 1974, Examiner Hearing)

CASE 4956: .

Application of Pierce & Dehlinger for compulsory pooling, Vada-
Pennsylvanian Pool, Lea County, New Mexica. Applicant, in the above-
stvled cause, seeks an order pooling 211 mineral interests in the Vada-
Pennsylvanian Pocl underlying the NW/4 of Section 24, Township 9 South,
Range 33 Fast, Lea County, New Mexico, to be dedicatel to the King
Resources Sheridan Well No. 1-A located 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
attributable to any non-consenting working interest owner's pro rata
share of said workover costs, for the risk involved in said workover.

(Reopenéd) (This case will be continued to Januvary 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 Mexico, to which well is dedicated the SW/4 of said
Section 13, all mineral interests in the Vada-Pennsylvanian Pool there-
under having been pooled by Commission Order No. R-4560, seeks the
determination of reasonable well costs attributable to applicant and

to King Resources, including, but not limited to, the costs of rewecrking
and placing said Sheridan Well No. 1 back on producticn and attcrneys
fees in connection therewith. Applicant further seeks an order assessing,
as a charge for the rigsk invelved in the rewerking 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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APPLICATION OF SKELLY OlL COMPANY
FOR AN ORDER AUTHORIZING A WATER- : c~/3X
| FLOOD PROBJECT IN THE FREN SEVEN- N
RIVERS POOL, UNDERLYING THE SKELLY -

UNIT AREA, EDDY COUNTY, NEW MEXICO

ENTRY OF APPEARANCE

Comes now L. C. White, of White, Koch, Kelly & McCarthy, P. O.
Box 787, Santa Fe, New Mexico, and herewith enters their appearance
as local counsel for amdcn behalf of the applicant Skelly 0Oil

Company in the above entitled matter.

WHITE, KOCH, KELLY & McCARTHY
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CHAIRMAN

LAND COMMISSIONER
ALEX J. ARMUO
MEMBER

STATE GEOLOGIST
A.L.PORTER,JR.
SECRETARY ~ DIRECTOR

er recently entered

Very“truly.yours,

jes of the above-
-»ed in the subject case.

: Re: CASE NO. 5138
. . R-4717
A Mr. Chester E. Blodget ORDER NO —
Skelly 0Oil Company Applicant:
post Office Box 1650
Tulsa, Oklahoma 74102 SKELLY O1L COMPANY
Dear Sir:
referenced

. 2ot CF

A. L. PORTER, JT.
Secretary—Director

ALP/ir

Cop

y of order also gsent to:

Hobbs ocC X
Artesia 0CC X

Aztec OCC

" other

S tate Engineerx office







United States Department of the

(}E()L()GXCAL SURVEY

Drawer 1857
Roswell, New Mexico 88201

skelly 011 Company
Mr. C. J- Love
79701
GCentlemen:

Oue <OFY of you¥ 1973 -mlmuul plan

for the Skelly unit ares, gady CountY. New Mexico,

is enclosed .

.
guch pis®

in the geven-Rivers employing eight welle *7

Interior

November 26, 1973

of Jevelopment and operation

proposes to initiate pilot wntetﬂood optations

s convent jonal 5-spot

patterd and the drilling of two infill producisg wells for additional

reservolr dats and evaluation of current waterflood operation in the

Grayburg-Sao Andres .

gincerely yours,

CARL C. TRAYMICK

Acting Area 0il

ce:
L/NCMOCC, ganta Fe (ltx only)
Artesia (wilcy of plan)

JAGL 11ham:ds

& Gas gupervisor
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United States Department of the Interior

. a4

¥

GEOLOGICAL SURVEY

Drawer 1857
Roswell, MNew Mexico 88201

January &, 1974

Skally Oil Company
Attentioa: Mr. C. J. Love
P.O0. Box 1351

Midland, Texas 79701

Ceant lemen:

L Pour approved copies of your 1974 plan of development and operation

for the Skelly unit srea, Bddy County, New Mexico, are enclosed. Such

plan proposes to contisue operation and expansion of the present San
Andres waterflood pettern snd to initiate operation of a piilot water-

flood in the Seven Rivers.

Sincerely yours,

{ORIG. SGD.) J. A. GILLIAM
J. A. GILLHAM
Acting Area Oil & Gas Supervisor

ce:

{”NMOCC, Santa Fe (ltr only)
.Com. Pub. Lands, Santa Fe (ltr only)
‘Artesia (w/cy plan

JAGillham:ds




BEFORE THE
MEW MEXICO OiL CONSERVATION COMMISSION
Santa Fe, New Mexico
January 3, 1974

EXAMINER HEARING

IN THE MATTER OF:

Application of Skelly Oil Company
for a waterflood project and four
dual completions, Eddy County, New
Mexico.

Case No. 5138

BEFORE: Daniel S. Nutter, Examiner

TRANSCRIPT OF HEARING

APPEARANGCES

For New Mexico 0il Conservation

Commission: Thomas Derryberry, Esq.
Legal Counsel for the Com-
mission

State Land Cffice Bldg.
Santa Fe, New Mexico

For the Applicant: Chester E. Blodget, Esqg.
SKELLY OIL COMPANY
P. 0. Box 1650
Tulsa, Oklahoma 74102

and
L. C. White, Esq.
220 Otero

Santa Fe, New Mexico
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MR. NUTTER: Call Case No. 5138.

MR. DERRYBERRY: Case No. 5138. Application of
Skelly 0il Company for a waterflood project and four dual
completions, Eddy County, .New Mexico.

MR. BLODGETT: Mr. Examiner, I'm Chester Blodget,
representing Skelly Oil Company. Mr. L. C. White of Santa
Fe has entered his appearance as local counsel in this matter
We have one witness in this matter, Mr. Bert Brown, who has
just been éworn in the previous case.

{Whereupcen, a discussion was
held off the record.)
BERT BROWN
called as a witness, having been previously affirmed, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR. BLODGET:
Q Mr., Brown, are you familiar with the Application

of Skelly 0il Company Order authorizing waterflood project

in the Fren Rivers Pool undeflying Skelly Unit area covering

all section 14, 15, 21, 22, 23 in the North half of the

Northwest quarter, Section 26 of the Northwest quarter of

Aot
- Ao~

the West half of the Northeast quarter and the Northe
quarter of the Northeast quarter of Section 27, and the HortH

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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SANTA FE, NEW MEXICO 87501
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half and the North half of the South half of Section 28,
Township 17 South, Range 31 Bast, Eddy County, New Mexicc.

A Yes, sir.

Q I1'11 call your attention to Skelly's Exhibit No.
1. Would you identify that, please?

A Skelly's Exhibit No. 1 is a plat of a pilot, pro-
posed pilot waterflood preoject in the Seven Rivers formation
within the confines of the Grayburg-Jackson Pool in the
aforementioned Section in Eddy County, New Mexico.

Q Skelly proposed to conduct a pilot flood operation

3 s

involving the W-5 spot pattern?

A Yes, we propose to inject water into the wells
No. 10, 12, 16, 54, 77 and 89 and to monitor and producé
Wells Hos. 11 and 76.

Q Do you have anything else you want to explain

about that particular #xhibit?
A I might. Let's see, I might add that Skelly opera#e

16 Fren Seven Rivers wells in the Fren Seven Rivers Pool her

wr

and 15 of them are in this area here and one is gbout a mile

north of here and in order to accomplish this waterflood

pilot installation, we propose to dual -- let's see -~ thres
Seven Rivers Grayburg-Jackson injectors and the equip three
—1 single-completion Seven Rivers injectors and duzl

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOMNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. {305) 982- 0306




b

yes, iL would be two dual Seven Rivers Grayburg-dackson
producers and No. 11 and 76.

Q I call your attention to Skelly's Exhibit No. 2.
Would you identify that, please?

A Skelly Exhibit No. 2 is a log, gamma rays neutron
log, on Skelly's Unit No. 1C.

Q Skelly's Exhibit No. 37

A Exhibit No. 3 is a gamma rays neutron log on Skelljy
Unit No. 77.

Q Would you identify Skelly Exhibit No. 47

A Skelly Exhibit No. 4 is gamma rays neutron log on
Skelly Unit No &9.

Q Well No. 897

A Yes, Well No 89.

Q I call your attention to Skelly Exhibit No. 5.
Would you identify that, please?

A Skelly Exhibit No. 5 is a schematic of a proposed
injection Well No. 10.

Q Would you identify Skelly Exhibit No. 62

A Skelly Exhibit No. & is a schematic diagram of an
injection well, proposed injection Well No. 12.

Q Identify Skelly Exhibit No. 7.

A Skelly Exhibit No. 7 is a schematic diagram of a

THE NYE REPORTING SERVICE
STATE-WIDE DEPOS!TION NOTARIES
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Seven Rivers injection well No. 16.

Q Would you identify Skelly Exhibit No. 8?

A Skelly Exhibit Neo. 8 is diagramatic diagram of a
proposed dual Skelly Injection Well No. 54.

Q Identify Skelly Exhibit No. 9.

A Skelly Exhibit No. 9 is a down-hole schematic of

Skelly Unit Well No. 77, a dual Seven Rivers unit at Jackson

Grayburg.

Q Identify Exhibit No. 10.

A Exhibit No. 10 is a down-hole schematic of Skelly
Unit Well No. 89 proposed’Seven Rivers Grayburg-Jackson
injection well.

I might mention at this point, Well No. 11, we
don't have a diagram on it for the reason that it 1s equipped
now as it would be after the pilot is installed. It's a
dual producing well.

Q Would you then identify Skelly Exhibit No. 117

A Skelly Exhibit No. 11 is an analysis of the water
that would be injected into this reservoir through wells
1C, 12, 16,77 and 8&9.

Q Would you identify Skelly Exhibit No. 12°?

A I beg your pardon. I have to make a correction

here. OSkelly Exhibit No. 11 is the water that would be
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injected in the Well HNo. 54. 1t comes from Skelly Unit
Grayburg-Jackson Plant 1.

Exhibit No. 12 is an analysis of the water that
will be injected in the well in 12, 16, 77 and 89.

Q In other words, Mr. Brown, it looks like you're
putting fresh water in No. 54 and this would be produced
water into the other wells?

A That's right, sir.

Q Would you identify Exhibit No. 13, please?

A Exhibit No. 13 is a gamma rgysPeutron log of

Skelly Well No. 76.

Q Would you identify Exhibit MNo. 147
A Exhibit No. 14 is a down-hole schematic of produc-

ing Well No. 76 proposed after it's at full completion and
a producer in the Fren Seven Rivers Grayburg-Jackson Pool.
Q Would you identify Skelly Exhibit No. 15, please?
A Skelly Exhibit No. 15 is a two-mile radius map
around the propesed project showling all wells in the 2zones
from which they produce, operators, lease names.
Q I call your attenticn to Skelly Exhibit No. 16.
Would you explain and identify that, please?
A Exhibit No. 16 is a letter from the United States

Department of Interior indicating their approval of this
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Page

pilot Seven Rivers Project.

Q I call your attention to Skelly Exhibit No. 17.

A Skelly Exhibit No. 17, it's C-115, filed with the
0il Conservation Commission in the State of New Mexico for
October '73 which shows the production for that month on the
Fren Seven Rivers wells and shows the state of depletion of
the wells indicating there are in advance stage of completion

Q What initial volume of water do you plan to inject
into these wells?

A We plan to inject from two to 4CC barrels of water
per day per well, about 1850 pounds would be our maximum
pressure.

Q In your opinion, would this proposed waterflood
result in recovery of otherwise unrecoverable oil and thereby
prevent waste?

A Yes, sir.

Q Skelly is also asking in this Application that any
Order issued hereunder would if favorable in granting the
Applicatinn provide for administratioﬁ expansion of -- admind
istrative expansion of the project and conversion of addition
wells by administrative means?

Yes.

Q Were the Skelly Exhibiits 1 through 17 orepared by
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you or under your supervision and request?
A Yes, sir.
MR. BLODGET: Mr. Bxaminer, we move the admission
of Skelly Exhibits 1 through 17.
MR, NUTTER: Applicant's Exhibits Nos. 1 through
17 will be adnitted in evidence.
(Whereupon, Applicant's Exhibit%
Nos. 1 through 17 for identifil
cation were admitted in evidenge.}

MK. BLODGET: We have no further questions.

~CRO3SS_EXAMINATION

BY MR. NUTTER:
Q Mr. Brown, this unit was originally formed for

waterflooding in the Grayburg-Jackson Pool. Now, this pro-

i posed pilot here is in the Fren. Is the Fren formation
unitiged also?
A No, sir. It is not.

Q So, actually, this project then is in two separate

leases, is it not?

A Ho, sir,
A} It's on the Dow Lease and also on the Lynch Lease?
A Let me see. 1'd have to restate that. It is my -

to the best of my knowledge, it is unitized in the same
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respect as the Grayburg-Jackson.

Q Suppose what we'd really have to do is refer to
the Unit Agreement and see what the unitized formations are
unless you really know. Of course, the Grayburg-Jackson

Pool, I believe, is the San Andres formation?

A Right.

Q And the ¥ren Pool is the Seven Rivers formation?
A Right.

Q Only.

A

However, all that is a royalty unit. It is n

(]

an operator's unit.

Q I realize that. Skeily is the sole working inter-~
est owner on the Dow and the Lynch Staute and those leases
that you've got in there.

A Ygu brought up a question there 1 really can't
answer right now. It is my opinion, that it woudd be on
the same -- see, we keep separate)-— we keep the leases
separate on the Grayburg-Jackson and sell the olil separately
It's not all one big unit. It's cut up into two parts, two
different royalty interests. We have Lack 1 and Lack 2 and
we'd have to do, this is already commingled. It is a
commingled lease already and with that in mind, I don't really

see where that would come into it right now. If we commingld
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now, putting the oil in tho proper place, we'll continue to
put it in the same place.

Q Yes, but your injections are wrong. You've got
an injection well on the Lynch'lease with no producing well
there and you'll pe moving o0il off of the Lynch lease onto
the Dow lease for production and if it's not unitized, how
do you handle two leases that way?

You may be commingling on the surface now, but
the oil is attributed to the laase from which it came based
on some kind of test or Neasurement or something,

MR. BLODGET: 1 think what we'11 probably have to
do is just check the agreements and see.

MR. NUTTER: T think we better have something a
little more concrete on this, Mr. Blodget.

MR. BLODGET: Ckay.

BY MR. NUTTER:

q Now, another point, Mr. Brown, referring to Exhibid

5> through 10, I notice that each one of these injection wells
is equipped with a factor. What means would you have to

determine whether there was ieakage in the tubing, casing

or packer? Would you load this annulus With some kind of
inert fluid?

A Yes, sir, water.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
425 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505} 982- 0386
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And equip it at the surface with a pressure gauge?

Yes, sir.

Okay. That would be the same in each well's case?

> £ 9 »x» O

Yes.,
MR. NUTTER: Okay. Thank you. Are there any
further questions of the witness?
(Whereupon, a discussion was
held off the record.)

MR. BLODGET: Mr. Examiner, we offer into evidence,
Exhibit to be designated Skelly Exhibit No. 18, the unit
agreement pertaining to the property involved.

MR. NUTTER: All right, sir. Exhibit 18 will be
the unit agreement covering the acreage involved in this
Hearing for this piliot waterflood project and it will be
admitted into the evidence. That Exhibit is on record with
the Commission, I think.

(Whereupon, Applicant's Exhibit
No. 18 was admitted in e idencel

MR. NUTTER: Does anyone else have ..y questions

of the witness? He may be excused.
(Witness is excused.)
MR. NUTTER: Do you have anything further, Mr,

Blodget?

THE NYE REPORTING SERVICE
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MR. BLODGET: Nothing further.
MR. NUTTER: Does anyone have anything they wish
to offer in Case 51382

We will take the case under advisement.
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STATE OF NEW MEXICO )
} ss.
COUNTY OF SANTA FE )

I, RICHARD L. NYE, Court Reporter, do hereby 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.

/. 7

Ll A

“COURT REPORTER

I do hershy certify that the forecgoing ic
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SKELLY OIL COMPANY
SKELLY UNIT WELL NO. 10

1,980' FNL & 660"
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! R4

| e~ TOP Cement.134' (Calc.)

Top Cement 253* (Calc.)

e 8—5/8" Csg. Set @ 610' w/75

oK.

2-3/8" OD EUE Internslly Coated

’
]
ot
op
Yo
3] qad
500 2o ad
e elLe Bl
o 970 a
B oaﬂ Ga
wyae 28
281a%q 0%,
‘10 8. uﬂ
OV B 9q i
a’d 0%
al o
a 4%
ads aa
Van a
aa P |
a & ke

20 J— Lo
fq ou
0 o
e )
o P LY
Py Py
Q@

P Pn

al
g O

-1

o
[
g Bpvo

cnt 2

Top Seven Rivers 1,995°

sal 3
por uv

o
aﬁ“ﬂ

op® o
| "

vaovovUple
v 0O

Tubing Set @ Approx. 2,100'.

Tension Type Packer Set (@ Approx.
2,100'.

\ 7" Csg. Set @ 2,156' W/135 Si..
2,156' T

Injection Interval
2,247

e etme—




2-3/8" OD EUE Tubing Internally

/ﬂ/ Coated Set (@ Approx. 3,190

— sEd Top Ceuwent @ 818' (Survey)

aln danlf

ﬂaa D%‘

Opnn 2o

e oy '

i A0 6 Tandem Type Tension W/hold Down Set

. L P=]

Top Seven-Rivers @ 2,076__._.->—-‘g%% ’?gr—— @ 2,255'.

4o 2%

afa aflqg - 1 -

3 ISE g’g?;. perforations (Seven- ivers)

Dnna \ i\c;a b}

" .

ag R “gx\;f;x Subsurface Inj. reg. @ 2,307'

"o So

%nﬂ. nqﬂ'.".

208 i3 |
) =0 U Double Grip Packer @ Approx. 3,130'
Top Grayburg @ 3,109' __9_3:“;2 v P App ’

[:)
v

o o
sodo
Y =J3%=]
Manon
Pl =10

—~— 3,181

.
p;

OOOOOOOO/OOOOO

____ Subsurface Inj. Reg. @ 3,185'

O] - (NSERVATION COMMISHILA-
EXHIBIT NO. f N

Y arE t a

BEFC"E EXAMINER NUTTER|
[
|

0000000Q OOGOOOOO{

Tplo0

Wid 2

. 3,366'

b

oD
a
c'D
2]

——— 7'' OD Casing Set @ 3,388' Cement

Top Premier @ 3,404 I e w/325 Sx.
3,388' Open Hole (Grayburg-San Andres
Top San Andres @ 3,559' > 3,660" ‘

/

/

S
, D 3,660"

SKELLY OIL COMPANY
SKELLY UNIT WELL NO. 77
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United States Department of the Interior

GEOLOGICAL SURVEY

Drawer 1857
Roswell, New Mexico 88201

November 26, 1973

i I | e
|y SRELLY Cit ¢7 4
’ ~ | -ﬁ? b, & PROT. 1
Skelly 0il Company . EOEER N :
Attention: Mr. C. J. Love o hOY &% 1c
P.0. Box 1351 . V/ESTCENT
Midland, Texas 79701 VAN ‘ RALL‘Jh“UT
i Gentlemen: T ’ L1

- i~ -

One copy of your 1973 supplemental plan of development and operation
for the Skelly unit area, Eddy County, New Mexico, approved on this date;
is enclosed. Such plan proposes to initiate pilot waterflood operations

in the Seven-Rivers employing eight wells in a conventional 5-spot

pattern and the drilling of two infill producing wells for additional
reservoir data and evaluation of current waterflood operation in the

Grayburg-San Andres.

Sincerely yours,

&Z( /)///(2 /w‘%
CAFL C., TRAYWICK
Acting Area 0il & Gas Supervisor
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SKELLY OIL COMPANY
! | SKELLY UNIT WELL NO. 76 .
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EXXON CHEMICAL COMPANY US.A.

234-001%

SPECIALTIES LABORATORY E)f(ON
Qctober 5, 1973

§230 Stedman, Houston, Texas 77029 CHEMICALS

L]

WATER ANALYSIS

SAMPLE DESCRIPTION: Water- sample from Skelly Unit WF #2 sy bmitted for routine correlation.

Sample taken from 10-2-73, / ,{ cy o
//t’ / #r [ 2/
COMPANY: Skelly 0il Company ! .
STSR NUMBER: 107331 /' DATE RECEIVED: 10-3-73 ]
REQUESTED BY: Harold Langen N ANALYZED BY: Gene Keil
_Mg/L Meq/L
Sodium 6,981 303.5 pH 7.7
Calcium 774 38,7 Specific Gravity at_60 °F- 1,1072
Magnesium 259 21.3 Resistivity ohms/m @ 77°F  0.310
Chloride 11,718 V 330.5 Mg/L
Sulfate 1,272 26.5 . 0Oil Content
Bicarbonate 403 6.6 Organic Matter
Carbonate Y 0.0 Hydrogen Sulfide 35.0
Hydraxide ) 4] 0.0
TOTAL 21,407

Dissolved Iron

Tctal Iron ‘ 2.5 0.1

WATER PATTERN (Stiff Method)
. s [ 1 2 3 4 5 6 T ~
No* Btreterrs s e e e et
c:a" e B L T e T m:o;

M;;” WW&M&WWWW%WW{WWWMW 5?4"

F:"' T L T e LT L L T e e te K

1

N

Meq/LITER g e et

BEFORE EXAN\INER NUTTER
OIL CONSERVATION COMMISSION

. EXHIBIT NO. [

Remarks:

‘ cpss NO 5 L? 7’ —
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EXXON CHEMICAL COMPANY U.S.A.

i $34-9019%

SPECIALTIES LABORATORY E ON
f October 5, 1973 )’(
f‘ 8230 Stedman, Houston, Texas 7i029 CHEMICALS
j ReRss—

WATER ANALYSIS

SAMPLE DESCRIPTION: Water sample from Skelly Unit WF #1 submitLed for routine correlation,

Sample taken 10-2-73, R i
prog 17 0y
COMPANY: Skelly 01l Company . / ' s T
STSR NUMBER: 107330 ' ./ DATE RECEIVED: 10-3-73
REQUESTED BY: Harold Langen ANALYZED BY: Gene Keil
Mg/L Meq/L
Sodium 55 2.4 pH 6.8
Calcium 73 3.7 Specific Gravity at__60 °F. 1.0019
‘ Resistivity ohms/m @77°F 10,00
Magnesium 4 0.3
Chioride 34 « 1.0 Mg/L
Sulfate 142 3.0 Oil Content
Bicarbonate 151 2.5 Organic Matter
Carbonate 0 0.0 Hydrogen Sulfide 0.0
Hydroxide 0 g 0.0
TOTAL 459
Dissolved Iron
Total Iron " 0,59 0.0
WATER PATTERN (Stiff Method)
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Meq/LITER BEFORE EX AN WL, MW7

CONSERVATION COraMissiot
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