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COMM!SSIONER
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8, 1973, Inssmwesh as the second test well

. Nesse notify all interestad pirties of this sction.
' Very truly yours,

PRL/ADG/s
LTy - USGS-Roewell, New Mexico
0CC~ 8ants Vs, Wew Mexico.,




‘Unit Name . TRAIL CANYON.UNIT (EXPLORATORY)

B T et W

- . ,dvnumnou - Amoco Production Company
. County _ pddy County _
DATE OCC CASE NO. 5181 "EFFECTIVE | IOTAL, — - SEGRECATION
APPROVED OCC_ORDFR_NO. R=4748 DATE _ _ACREAGE STATE _FEDERAL BUBTAN-FEE CLAUSE _ TERM .
4-9-74 3-15-74 - ( April 15, 1974)5,758,4 4,838.4 640.00 280.00 Yes 5 yrs.
" UNIT AREA
TOWNSHIP 24 SOUTH, RANGE 23 EAST, NMPM
Sections 1 through 3: All :
Sections 9 through 11: All @
Sections 14 through 16: All : \...MA@ ]
. ,_ T vf . pd
‘\\m“t. /¢ ...ﬂ v
Au.(xﬂ? & \\\
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- ~ Unit Name _ CANYON 'UNLT ‘(EXPLORATORY)
y | '~ Operator o Production Company.
County
. 1
STATE LEASE INSTI~ , : _ , - RATIFIED ACREAGE
TRACT NO.  NO. TUTION SEC. TWP. RGE. - SUBSECTION ~ DATE - ACRES NOT ;
‘ L w L RATIFIZD LESSEE
3 K-4046  D.D.&B 11 245 . 23E  All — 3-6-74 640.00 Amoco Production Co.
&  R=4255 D.D.&B 15 245 23E N/2, ,z\umhw. s/2sw/4 : o-4-7Y - 560.00 Southland Royalty Co.
h 5 , 16-277 c.s. 2 248 23E Lots r,_,».w.o: 4, S/28/2, §/2 32674 639.2 Amoco Production Co.
6 1G-278-1 D.D.&8 3 248  23E Lots 1, 2,3, &, S/2NE/4,
o T “SE/4NW/4, NE/GSW/4, S/2SW/4, SE/4 3-13-74 = 559.2 . . Inexco 01l Company
7 16-280-1 D,D&B ~ 9 245 23E \ s\nas.?. m\wszmk. SW/4NE/4, /2 3-13-74 520.00 Inexco 01l Company
8 1G-282-1 D.D&B  -10 24§  23E All g . | 3-13-74 640,00 Inexco 0il Company
9 . 1G-283 .,u.u& 14 248 23E NW/4, z,\m‘zww\f SW/4NE/4, SE/4, NOT COMMITTED 640,00 _ P. R. Bass
i N/2SW/4, SE/4SW/4
15 248 23E S/28E[4 -
10 16-284-1  C.S. 16 245 23E ALl | 3-13-74 640.00 ~ Inexco 0{lCompany




United States Department of the Interidr™ +  #raive

GEOLOGICAL SURVEY Lo e

[ R L H ¥

Draver 1857 DL QAT o
Roswell, Hew Mexico 85201 Senia g

Yebrusry 10, 1925

Axoco Production Company A/ “ y
Atteation: Mx. Joe C. Pulido o A
P.0, Box 3092 .

NMouston, Texas 77001
thtlms

This letter ackaowledses receipt of your letter of December 19, 1974,
advising thet Ameco Production Company, as opeystor of the Tveil Camyom
wmit agreement, does oot intemd t¢ drill a second test well te prevest
autometic terminstion of the unit uader the terws of the Wt.
© The Tfa‘i; Ceuyon umit agreewsnt, W0. 14~08-0001-15180, vas approved oa
April 15, 1974, effective a3 of the date of approval. the term of the
agreenent is continmgent ¢pom the wait operator drillisg one well at a
time, slloving mot more than six mcnths time between the completiom of
one vell sad the begimming of the vext well, mtii a well capeble of
producing unitised substances in paying quantitios {s completed.-

Our recoxds show the firsttest well wes completed as & dry hole on
July 8, 1974. The second test wali was dus to be commemced by Jemusry 8,
1975. Imacauch gs the secowd tast well was not conmenced, the Trail
Canyon unit agresmesit is comsidered to have terminated m—zmnym
of Jsmusry &, 1975, pursusat to Section 9 of the agrveemsat.

Sincerely yours,

QRLC. TRAYWICK RN .
Actlng Ares 011 and Gas upc:visor

ce:
BLM, Santa Fe
Com. Pub, Landg, Santa Fe Note to BIM: All committed Federal leases
& mcocc Santa Pe within the Trail Canyon unit area should be
Area Geologist Roswell considered for two year extension pursuant
Artesia to 43 CFR 3107.5, as applicable,

ARStall:ds

I




United States Department of the Interior

Roswell, Mew Mexico 88201 - Cain T
April 15, ma '

Tos Cl:hr, Brasch of Lands and mnnh o..nuo-. Buresu
' of Land Menagement, Santa Fe, Yew Maxico . _
From:  Acting Ares Oil snd Gas Supervisor, Southern Rocky
Mowmtain Arves ‘

lebjoet: Tratl Camyon sait agresment , No. 14-08-0001-14161,

7 Eddy County, Hew Mexico (
m-npmemof:h.&jntmtw:umluod S-ehqn-

xaut has boen avsigned No. 14-08-0001-16160, amd is effsctive as of April 13,

1076, the date appreved. The basic informstiom of this sgreemsnt is

itenised as follows: v
‘1. The mmit sgreement is dated Pedruary 1, 19%.

2., The mmit operater is Amoco Productioms Cc-pay

3, m unit avea vas designated by the Actimg Director on Febrwary 14, 19,

4. The text of the agreement i¥ idemticsl to the 1968 repriat of the
Stavdard Porm of Unit Agresmsnt modified for inclusion of State lamd, fee
land, snd special lease stipulations. :
5. Mtiutioa covers all formstions within the wit arzea.

6. Hooilotmhubcondmmndwithuthoni.tam.

7. The . t area embraces 5,758.4 acxes, composed of 640 scres Federal
land, 4,838.4 acres of State land, and 280 acres of fee land,

8. The following Pedersl leases embrace lands included within the unit

areas
NM 10584 NM 12391
9. All lands and interests are effectively committed except tract No. ©

which {s in nc part committed. This tract compriaes 640 acres or
11 percent of the unit total.

ce: CARL C. TRAYWICK
Com. Pub. Lands, Santa Fe

~NMOCC, Santa Fe

Arteaia
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ALEX J. ARMIJO ‘ April 9, 1974

" COMMISSIONER

VT A

Comsre o R Lok 5055

“COMM.

P. 0. BOX 1148
SANTA FE, NEW MEXICO

Amoce Production Cempany
300  Jefferson Building
?. O, Dox 3092

Housteon, rnu 770)1

lc: ‘l‘nil Guyon Unit

“Rady County, Wew Hemico
ATTENTION: Mr. Jask D. Anderson
Cont loamen:

The Commissioner of Public Lands has this date given final
approval te yeur Trail Canyou Unit, Rddy County, New Mexico. This
approval is subject to like approvel by the United States Geological
furvey. ' . - ,

As stated im your letter, tract 9 will vot be committed ‘to the
wit. '

Enclosed are five (3) Certificates ef approval. Ve are u-un
nemo!thuutntunllunemo!mmrtiﬂunwthounitod
States Geological Survey,

rmmwatmmmmmmm‘mtwm:
we may finieh processing the sgreement and ascertsin the effeotive date.

Very truly yours,

RAY D. GRAKAM, Director
011 and Ges Departmeat
AJA/RDG/a
enzla.,

gC! USGB=Rosweall, Mew Maxico ,
0CC- Sants ¥s, Mew u-xxco/
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Amoco Production Company

500 Jefferson Building
£.0. Box 3092
Houston, Texas 77001

April 23, 1974

Re: EA 47,154.
Trail: Canyon Unit
Eddy County, New Mexico

New Mexico 0il Conservation Commission
P. 0. Box 2088
Santa Fe, New Mexico

Dear Sir:

On-March-13, 1974, the NMOCC held a hearing: concern1ng “the. cap ‘oned
unit. In accordance with your Case Number 5181, Jrder Nunbe R-4748, we
enclose copy of the Unit Agreement’ perta1n1ng to the Trail C@nyon Un1t
along with copies of Ratifications from each of" the working interest

- owners who ratzf1ed the Unit Agreement we aiso enclose for your f11es

capt1oned unit was approved effective April 15, 1974.

We w1sh ‘to advise that tract 9 of the unit’is’ not ol ‘S*to ‘the unit

agreement as Perry R. Bass refused to ratify the Unit Agreement “This
was pointed out to you during the hear1ng of March 13, 1974, Thank you
very much for your prompt attention in grantlng your approval as of
March 15, 1974.

J?'k D. Anderson
and Department

JDA/dgh

2/6671

Enclosures



Pursuant to the authority vested in the Secretary of Interior,

under’ the act approved February 25, 1920, 41 Stat. 437, as amended,
30 U. S. C. secs. 181, et seq., and delegated to the 0i1 and Gas Supervisor

‘of the Geological Survey (33 F.R. 5812), T do hereby:

A Approve the attached-agreement“for the derelopment and
operat1on of the Trail’ Canyon ‘Unit Area, State of New Mexico.
B. Certify and determine that the unit: p1an of deve]opment

and operation contemplated in the attached - agreement 1s necessary and

“advisable in"the public 1nterest for the purpose ‘of more proper]y conservingmfﬁ

the natural resources.
C. 4Certify and determine that thefdr1111ngg'producing,grenta1,;1
minimum royalty, and royalty requirements of all Federa1 leases conmitfed

to saJd agreement are hereby estab1fshed altered, changed or revoked

to conform with the terms and cond1tions of this agreement.

Dated: _Apriq 15,1924 _ !

<gRs- O711 anﬂ' ks Sy rvisor, .
United State$/Geological Survey

Contract Number: 14-08-0001-14161
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RATIFICATION AND "JOINDER OF AGREEMENTS ‘ENTITLED
"UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"
TRAIL CANYON UNIT AREA

EDDY COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS:

_ THAT, NHEREAS the under51gne8 owner (whether orie or more) of royalty,

i overridtng royalty. or productuo a ayment 1nterests hereby acknow1edges K

| receipt of a true copy of the "Unit Agreement for the" Deve]dpméht ‘and’ Operation——
“of the Trail Canyon Unit Area, County of Eddy, State of New Mexico", dated
February 1, 1974, hereinafter referred to as t Rt Agreement"f and the
undersigned owner (whether one or more) ‘of work1 intérests hereby acknow-
-ledges receipt of-a true copy of said Unit Agreement and a true copy of

the "Unit Operat1ng ‘Agreement, Trail Cadyon Unit Arez, County of Eddy, State

of New Mexico", dated February 1, 1974, here1nafter teferred to as the

"Unit 0perat1ng Agreement", and

» NHEREAS Exh1b1ts “A* and "B" attached to said Unit Agreement ident1fy
. the tracts wh1ch may. become a part of the Trail Canyon Unit Area; and

NHEREAS “the unders1gned represents that 1t 1s the owner of a roya]ty.
overr1d1ng royalty or production payment interest, or of a working 1nterest,
or both, 1n one or more of the tracts identified by sa1d Exhlbats.

~ NOW,: THEREFORE ersi “‘of royaity. oV
or production payment 1nterests only desires to and ‘does he
confirm and become-a ‘party to-said Unit-Agreement, and the un N
owner or working interests only, or the owner of both work1ng interests
and royalty, overr1d1ng,roya1ty or production paymeént interests. ‘desires to
and does hereby ratify, confirm and become a party to said Unit Agreement
and said Unit Operating Agreement with respect to all of its interests in
all 6f the tracts jdentified by said exhibits. _ .

"~ IN NITNESS NHEREOF ‘each of the undersigned parties has executed this '
1nstrument on the date set forth in its acknowledgement.

~ ATTEST: | _
//z,/;{/, INEXCO oxtcog. At
Conditionally accepted by William G. Goodwin, Vice President

L Letter dated March 13, 1974
o STATE OF Texas | P

‘COUNTY OF  Harris i

. The foregoing 1nstrUment was acknow1edged before me this 13th day
of March , 1974, by William G, Goodwin, Vice President of

Inexco 017 Company

Comnission expires: , ~
My xpires L)[-", Ll (o ;‘f~ Q(-L,):} Cat T

June 1, 1975 Notary Public in and for R

Harris County, Texas R
Donna S. Burgess 7
STATE OF i
COUNTY OF I |
The foregoing instrument was acknowledged before me this day
of » 1974, by ’
‘ of .

My Commission expires:

Notary Public 1n and for
County,




RATIFICATION AND JOINDER OF AGREEMENTS ENTITLED
“UNIT AGREEMENT" AND "UNIT OPERATING AGREEMENT"
TRAIL CANYON UNIT AREA

EDDY COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS: | , ‘

THAT, WHEREAS, the undersigned owner (whether one or more) of royaity,
overriding royalty, or production payment interests hereby acknowledges :
receipt 0f a true copy of the "Unit Adgréément for the Development and Operation :

a1l Cany t ‘Area, County of Eddy, State of New Mexico", dated
February 1, 1974, 1

nafter referred to as the “Unit Agreement", and the
undersigned owner (whether one or more) of working interests hereby acknow-
ledges receipt of a true copy of said Unit Agreement and a true copy of

the “Unit Operating Agreement, Trail Canyon Unit Arez, County of-Eddy, State

of New Mexico", dated February 1, 1974, hereinafter yeferred to as the

"Unit Operating Agreement", and :

HHEREAS _Exhibits "A" and "B" attached to said Unit Agreement identify
the tracts which may become a part of the Trail Canyon Unit Area, and

HHEREAS the undersigned represents ‘that it is the owner 6f a royalty,
overriding royaity or production payment interest, or of a working interest, -
or both, in one or more of the tracts identified by said Exhibits._

» NOW, THEREFORE the undersigned owner of royalty, overriding royaity
" or production” payment in ¢ sires to by ‘ratify,
confirm and become a [ ‘
owner or g in , '
and royaity, overrid ng‘roya]ty or production payment interests deS1res to
“aid Goes ‘heveby ratify, confirm and boceme-a-party to said Unit Agreement
and said Unit Operating Agreement with respect to all of its interests in
all of +he tracts fdentified by said exhibits.

IN NITNESS HHEREOF. each of the undersigned parties has executed this
instrument on the dzte set forth in its acknowledgement.

SOUTHLAND ROYALTY K/LPANY |

STATE OF /.Mlad 1

COUNTY OF _ Wl
The, foregoing instrument was acknowledged before me this gEfﬁi'day
of %_L 1974 by ;[ R C. VEY

¥i{ce Préasldent

My Commission expires:

TIRESSA WRZESENSK],

uhry Public

in and for Tarram Coun cxas
STATE OF i ’ My commission cxpires J:L’uarx 1975
COUNTY OF i
The foregoing instrument was acknowledged before me this ___ day
of ., 1974, by !
of ’

My Commission expires:

Notary PubTic In and for
County,
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S. GYO\(" _
‘ROSWELL, B

CERTIFICATION - DETERMINATION

Pursuant to the authority vested in the SeCrétaﬁy of Interior,
? under the act approved Feerary 25, 1920, 41 Stat} 437, as aménded
30 U. S. C. secs. 181, et seq., and délegated to the 0i1 and Ga> Supervisor -
of the Geo1ogica1 Survey (33 F.R. 5812), I do hereby:
A. Approve the attached agreement for the deve?opmént and

operatioh of the Tva1l Canyon Unit Area, State of New Mexico
B. Cert1fy and determine that the unit plan of developwent
and operation contemplated in the attached agreement‘is-ﬂééeskary and
------------------------ advisable "iﬁ the pubiic interest for the purpsse-of F-more onerly conserving
‘the natural resources. ‘
C. Cert1fy and determine that the dr111ing, producing, renta1
minimum,rdya]ty,,and royalty reqy1rementsmofan]”ngeraI‘}e§sgs_comm1ttedrVk

to said agreement are hereby establishgd, altered, changed, or revoked

to conform with the terms and conditions of this agreement.

Dated: .

011 and Gas Supervisor, :
United States: GeologicaT Survey

Contract Number:
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UNIT AGREEMENT FOR THE DEVELOPMENT L
AND OPERATION OF THE TRAIL CANYON UNIT AREA
COUNTY OF EDDY, STATE OF NEW MEXICO

INDEX

Pre11*' ry’ Recitals
ENABLING ACT AND REGULATIONS
UNIT AREA'
UNITIZED. LAKD AND UNITIZED suasmuces
UNIT.OPERATOR , .

RESQIGNA, ON:OR REMO
CCE N

LAfrib;OR‘”ZbRMATmNs
ROYA ET'{LEMENT

NONDISCRIMINATION

LOSS OF TITLE

NCN-JOINDER AND SUBSEQUENT JOINDER
COUNTERPARTS

SURRENDER

TAXES

'NO PARTNERSHIP

SURFACE MANAGEMENT STIPULATION
RECLAMATION LANDS

Exhibit "A" (Map)

Uv . }' x] " SI\‘I[(‘
ROSH&L{ N MERICO

NNV W=OWHBNNDIRNANON — S

PRI A 1O
WN N —

NN NN
NohdWwe

NN
RO ONN

Exhibit "B" (Description of interests subject to agreement)

e e e g aep and




— "

~nN ~N N n ~n ny nNy n no — w—t —d — ek ot —t w— — —

W O N B W N

~-ment; and

UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
TRAIL CANYON UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO
NO.

THIS AGREEMENT, entered into as of the Ist day of February,

1974 by and between the parties subscriblng. rat1fy1ng. or consenting

ahereto, and -herein referred to as the "part1es hereto,"

WITNESSETH:
NHEREAS the parties hereto are the owners of working, royalty,

or other oil and gas 1nterests in the unit area subject to this agree-

'WHEREAS the'nineral Leasing Act ofiFebruary 25, 1920, 41 Stat.

i‘437, -as amended 30 U S C. Secs. 181 et seq., author1zes Federal 1essees

and the1r representat1ves to unite w1th each other. or Jo1nt1y or separate?y

with others, in cc11ect1ve1y adopting and operating a cooperative or

unit plan of development or operation of any 0l or gas pool, field,
or like area, or any part thereof for the purpose of more properly
conserving the natural resources thereof whenever determined and certified

'by the Secretary of the Interior to be necéssary or advisable in the

public interest; and

" WHEREAS, the Commissiconer of Public Lands of the State of
New Mexico is authorized by an Act of the Legislature (Sec. 1, Chap. 88,
Laws 1943 as amended by Sec. 1Aof Chapter 162, Laws of 1951), (Chap. 7
Art. 11, Sec. 39, N.M. Statutes 1953 Annot.), to consent to and approve
the deveIObment or operation of State lands under agreements made by

lessees of State land jointly or severally with cther lessees where

'such agreements provide for the unit operation or development of part

of or all of any oil or gas pool, field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico is authorized by an Act of the Legislature (Sec. 1, Chap. 162,
Laws of 1951, Chap. 7, Art. 11, Sec. 41 N.M. Statutes 1953 Annotated)

to amend with the appfova] of lessee, evidenced by the lessee's execution
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34
35
36

© Trail Canybn Unit Area covering the land hereinafter described to give

~ through development and operation of the area sibject to this agreement

of such agreement or ctherwise, any of1 and gas lease embracing State
lands so that the length of the term of said lease may cofncide with
the term of such. agreements for the unit operation and development
of part or all of ahy‘oii or gas pool, fleld or area; and

WHEREAS the 011 Conservation Commission of the State of New
Mexico is authorized by an Act of the Legislature (Chapter 72, Laws
of 1935. as amended by Chépter 193, Laws of 1937; Chapter 166, Laws
of 1941; and Chapter 168, LQWS of 1949) to approve this agreement and
the conservation provisions hereof; and |

WHEREAS the parties'héreto hold sufficient interests in the

reasqnably effective contro1:of operations therein; and
HHEREAS, it is the purpose of the parties hereto to conserve

natural resources, prevent waste, and secure cther benefits obtainable

under’thé terms, cOndifidns,fand Timitations herein set forth;

Now,‘THEREbeE{'in?cdﬁéiaeration of the premises and the
prdmisés4héféfn'cﬁhtaihéd,ﬁthe parties hereto Comm1t‘to*fﬁ?swabreément -
their ?espéctive interests in the betow-defined unit area, and agree
severaily among themselves a$ follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
Februa?y 25, 1920, as amended, supra, and all vafid nertinent reguiations,
1nc1ud%ng operating and unit plan regulations, heretofore issued thereunder
or va1id; pertinent, and reaéonabTe regulations hereafter issued thereunder
are acéepted and made a part of this agreemen% as to Federal lands,
provided such regqulations gré not inconsistent with'the terms of this
agreement; and as to non-Fedéra] lands, the oil and gas pperating regulations
in effect as of the efféctivé date hereof governing driTling and producing
operations, not inconsistent with the terms hereof or the laws of the
State fn which the non-Federé] land is located, are hereby accepted

and made a part of this agreement.
N

2. ~ UNIT AREA. The area specified on the map attached hereto |
marked Exhibit "A" is hereby designated and recognized as constituting

the unit area, containing 5758.4 acres, more or less.

Exhibit "A" shows, in addition to the boundary of the unit

area, the boundaries and identity of tracts and leases in said area

-2-
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to the extent known to the Unit Operator. Exhibit "B" attached hereto

1s a schedule showing to the extént known to the Unit Operator the
acreage, percehtage, and kind of ownership of oil and ga:s interests

in all land in the unit area. However, nothing herein or in said schedule
or map shall be construed as a representation by any party hereto as

to the ownership of ahy interest other than such interest or interests

as are shown in said map or schedule as owned by such party. Exhibits

"A" and "B shall“be revised by the Unit Operator whenéver changes
in therunft area render such‘revision necessary, or when requested
by ;he 0{1 and Gas Supervfsor, hereinafter referredtfé.;stédbéfifsor"
and'nOt less than five copies of the revised exhibits shall be filed
with the Supervisor, anq two copies with the_Commissioner of Public Lands
of the State of-New Mexico, here{naftgrﬁreferred to as the "Commissioner",
and one copy with the New Mexico 0%l Conservation Commission, heréinafter -
referred to as "State Commission". )
The‘édeé-déscribed unit area shall WHén practicable’be‘exﬁandéd
to‘include therein any additional lands or shall be contracted to exclude
lands whenever such expansion or contraction is deemed to be necessary
or advisable to conform with the purposes of this agreement. .Such
expansion or contraction shall be effected in the fo]loWiﬁé"méﬁher:
(a). Unit Operator, on its own motion or on demand of the
Diréétor of the Geological Survey, hereinafter referred
to as "Director,” or on demand of the Comhissionér
after preliminary concurrence by the Director, shall
prepare a notice of proposed expansion or contraction
descfibing;fhe contemplated changes in the boundaries
of the unif area, the reasons therefor, and the proposed
effective date thereof, preferably the first day of
a month subsequent to the date of notice.

(b} Said notice shall be delivered to the Supervisor and
the Commiséioner and copies thereof mailed to the last
known address of each working interest owner, lessee, and lessor
whose interests are affected, advising that 30 days will be
allowed for submission to the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the

preceding item {b) hereof, Unit Operator shall file
-3-
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(d)

(e)

with the Supervisor and the Commissioner evidence of

~mailing of the notice of expansion or contraction and

a copy of any objections thereto which have been filed
with the Unit Operator, together with an application
in sufficient number, for approval of such expansion
or‘contractioh and with appropriate joinders.

After due consideration of all pertinent information,
the expgns1on or contraction shall, updn approval by
the Supervisor and the Commissioner, become effective
as of'the_date prescribed in the notice thereof.

A1l legal subdivisions of Tands (i.e., 40 acres by Govern-
ment survey or its nearest lot or tract equiva]enf;

in instances of irregular surveys unusually large ldts
or tracts shall be considered in multiples of 40 acres
or the nearest aliduot equivalentrihereof), no parts

of which are entitled to be in a participating area

_on or before the fifth anniversary of the effective

date of thebfirst initial participating area established
under this unit agreement, shall be e]iminated automatically
from thié'agreement,réffebtivé as of said fiftﬁ‘aﬁnivéf§ary,,
and such jands shall nd longer be a part of the unit

area and .shall no longér be subject to this agreement,,
unless diligent drilling operations-are in progress

on unitized iandé not ‘entitled to participation on said
fifth anniversary, in'which event all such lands shall
remain subjéct hereto for so Iohg as such drilling operations
are continued diligently, with not more than 90 days'

time elapsing between the completion of one such well

and the commencement of the next such well. A1l legal
subdivisions of‘lahds‘not éntit1ed to be in a participating
area within 10 years after the effective date of the

first initial participating area approved under this

| agreement shall be automatically eliminated from this

agreement as of said tenth anniversary. A1l lands proved

productive by diligent drilling operations after the

aforesaid 5-year period shall become participating in

4
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the same manner as during said 5-year peridd. However,

when such di1igent dril1ing operations cease, all nonpartici-

pating lands shall be automatically eliminated effectivé

as of the 91st day thereafter. The unit operator shall

within 90 days after the effective date of any elimination
hereunder, describe the area so eliminated to the satisfaction

of the Supervisor and Commissioner and promptly notify

all parties in interest.

If chditiOns warrant extension of the 10-year period
specified in this Subsection 2(e), a'sing]g extension

of not to exceed 2 years may be accomplisﬁéd by-censent T
of the owners of 90% of the working interests in the

current nonparticipating unitized Tands and the owners

of 60% of the basic royalty interests (exclusive of

the basic royalty {nterests of the United Statesj in

nonparticipiting unitized lands wiéh*aﬁirdvé1[of‘tﬁe

is submitted to the Director and the Commissioner not
later than 60 days pribr to the expiration of safd 10-

year period.

Any expansion of the unit area pursuant to this secticn
which embraces lands theretofqre'eliM?hatéd‘puréuaht
to this subsection 2{e) shall not be considered automatic

‘commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. A1l land committed
to this agreement shall constitute land referred to herein as “"unitized
land" or "land subject to this agreement." A1l oil and gas in any
and all formations of the unitized land are unitized under the terms

of this agreement and herein are called "unitized substances.”

4, UNIT OPERATOR. Amoco Production Cbmpany is hereby designated
as Unit Operator and by signature hereto as Unit 0perato§ agrees and
consents to accept the duties and obligations of Unit Operator for
the discovery, development, and productioﬁ of unitized substances as
herein provided. Whenever reference is made herein to the Unit Operator,

-5~
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such reference means the Unit Operator acting in that capacity and

not as an owner of interest in unitized substances, and the term "working
interest owner" when used herein shall in¢lude or refer to Unit Operator
as the owner of a working interest when such an interest is owned by

it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall
have the right to resign at any time prior to'the establishment of
a participatifig area or areas hereunder, but Such resignation shall

not become effective so as to release Unit opérafor from the duties

- and obligations of UnityOperator and terminate Unit Operatorfs rignts

as such for a period of 6 months after notice 'of intention to resign
has been served by Unit Operator on all working fnterest owners,. the

Supervisor and cammfssioneﬁ; and until all wells ‘then drilled hereunder

- .are placed in a satisfactory condition for suspension or abandonment

whichever 1s requ1red by the Supervisor or Commissionzr, unless a new
Unit Operator sha11 have been seTected and approved and sha11 have
taken over and assumed the duties and ob1igations of Unit Operator
prior to the exp1rat1on of said period.

Unit Operator shall have the right to resign in like manner

and subject to 1ike 11m1tations as above provided at any time a part1c1-

pating area estab11shed hereunder is in extstence, but, in all instances

of resignation or removal, until a successor unit operator is selected

" and approved as hereinafter provided, the wongihg_interest owners shall

‘be jointly respohs151e for performance of'the%ddfies of unit operator,

and shall not later ‘than 30 days before such resignation or removal
becomes effective appoint a common agent to répresent them in any action

to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator

from any 1iability for any default by it hereunder occurring prior
to the effective date of its resignation. |

The Unft'Operator may, upon default or failure in the perform-
ance of its duties or obligations hereunder, be subject tc removal
by the same percentdge vote of the owners of working interests as herein
provided for the selection of a new Unit Operator. Such removal shall
be effective upon notice thereof to the Supervisor and the Commissioner.

-6-
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The resignation or removal of Unit Operator under this agreement
shall not terminate its right, title, or interest a; the owner of a
work1n§ interest or other interest in unitized substances, but upon
the resignation or removal of Unit Operator becoming effective, such
Unit Operator shall deliver possession of all wells, equipment, ﬁaterials,
and appurtenances used in conduttihg the unit operations to the new
duly qualified successor Unit Operator or to the common’agent9 if no
such new Unit Operator is elected, to be used for the purpose of conduct-
ing unit operations hereunder. Nothing,herein shall be construed as

authorizing removal of any material, equipment and appurtenances needed

,7 for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
tender-his or its reSignatién as Unit Operator or shall be removéd

as hereinabove provided, or a change of Uﬁiffﬁbefétbrfis‘negotiated

by working interest owners, the owners of the working interests in

the participating area or areas achréiﬁg to théjrfre$péthvé acreage
ihterésts"ihwsﬁéh"bé?tiéipafihg'afeé or areas, or, until a participating
area shé]] have been established, the owners of the working interest
accoFding ib théir respective acreage interests in al1 unitized TSnd,
shall by majority vote seiect a_successér~Unit Opérator: Provided,

That, if a majority but less than 75 percent of the working interests

‘qualified to vote are owned by one party to this agréement, a concurring

vote of one or more additional working interest owners shaTl'bé réQuired
to select a new operator. Such selection shall not become effective
until: |
(a) A Unit Operator so selected sha}]faécépt'in writing
the duties and responsibilities of Unit Operator, and
(b)‘ The se1ection shall have been approved by the Supervisor
and Commissioner.
If no successor Unit Operator is selected and qualified as
herein provided, the Directcr at his election may declare this unit

agreement terminated.
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7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If éhe
Unit Operator is not the sole owner of working interests, costs and
expenses incurred by Unit Operator in conducting unit operations here-
under shall be paid and apportioned among and borne by the owners ef~
working interests, all in accordance with the agreement or agreemehts
erntered intd'by and between the Unit Operator and the owners of vorking
1nterest§, whethef one or more, separately o collectively. Any adreeﬁent
or agreements entered into between the working interest owners and
the UnitOperator as provided in this éect1on. whether one or more,
are herein raferred to as the "unit operating agreement." Such unit
operatfng'agreemeht shall also provide the manner in which the working
interest owners shall be entitled to recéive their respective proportidnate
and allocated share of the benefits accruing hereto in conformity with
their under1yihg operating agreements, leases, or other independénf
contracts, and such other rights and ob11gations as between Unit Operator
and theﬂee;king 1rterest owners as may be agreed upon by Unit Operator
and the working interest owners; however, no such unit operating agreement
shal? be deemed ewther to modify any of the terms and condit1ons of
th1s eﬁit agreement or to relieve the Unit Operator of any right or
ob]igation estab]ished under this unit agreement. and ‘in case of any
inconsistenCy or conflict between this unit agreement and the ufift
operating agreement, this unit agreement shall govern. Three true‘
copies of any unit operating agreement executed pursuant to- this secfibn
should be fi1ed with the Supervisor and two true copies with the Cemmiésﬁoner.

prior to approval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as othefwise
specifically provided herein, the exclusive right, privilege, and Buty
of exercising any and all rights of the parties hereto which are neces-
sary or convenient for prospecting for, preducing, storing, allocating,

and distributing the unitized substances are hereby delegated to and shall

e A R e e L
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be exercised by the Unit Operator as herein brovided. Acceptable evidence
of title to said rights shall be deposited with said Unit Operator

and, together with this agreement, shall consfitute and define the

rights, privileges, and obligations of Unit Operator.. Nothing herein,
however, shall be congtrued to transfer title to any land or to any

lease or operating‘aéreement. it being understood that under this agréement
the Unit Operator, in its capacity as Unit Operator, shall exercise

the rights’of possession and use vested in the parties hereto only

for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effective
date hereof.'the‘Unit Opérator‘sha11 begin‘td drill an'adeauate test
well at a locaiion,approved by the Supervisor, if on Federé]\1and and if
upon State or patented lands, such  Tocation éha]i‘be approved by the |
ComﬁiSsionér or State Commission unless on such effective date a well
is Eéiﬁg drilled conformably with the terms hereof, and thereafter ;;;;%nue
such driTifﬁg‘ﬁiTigént1y until all of the foﬁﬁi%idﬁs of Pennsylvanian ‘Age
have been tested or until at a lessor depth unitized shﬁStances shéTl be
rdf$covéred:w5fch can SeipfoddcedAinrﬁéygﬁﬁfQﬂéﬁfff{es'(io'ﬁft:ndﬁéﬁiffies
sufficient to repay the costs of driITihg, completing, and producing
operations; with a reasonable profit) or the Unit OpératOr shall at
any time establish to the satisfaction of the Supervisor, if onnFederal
land or to the’Commissioner and the State Commission as to wells on‘State
or patented lands, that further dri]]ihg of said well would be unwarranted
or impracticable, provided, however, that:Un%t'Operator shall not in,any
event be réquired to drill said well to a depth in excess of 10,800 feet.
Until the discovery of 2 deposit of un1t12edfsubstances‘capable of being
produced 1n-§aying quantities, the Unit Operator shall cdntinue drilling
diligently one well at a time, allowing not more than 6 months between
the completion of one well and the beginning of the next well, until
a well capable of producing unitized substances in paying quantities
is completed to the satisfaction of said Supervisor, if it be on Federal
land and if upon State or patented lands to the satisfaction of the
Commissioner or.the State Commission, or until it is reasonably proved
that the unitized land is incapable of producing unitized substances in

paying quantities in the formations drilled hereunder. Nothing in this

-9-
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section shall be deemed to 1imit the right of the Unit Operator to resign
as provided in Section 5, hereof, or as requiring Unit Operator to commence
or continue any drilling during the pefiod pending such resignation becoming
effective in order to comply with the requirements of this section. The
Supervisor and the Commissioner may modify the drilling requirements oflthis
sectiOn by granting reasonable extensions of time when, in his opinion.
such action is warranted.

Upon failure to commence any well provided for in this section
within the tinie allowed, int]uding'any‘exténSiéh of time graﬁtéy(by the

Supervisor and the Commissioner, this agreement will automatically

terminate; upon failure to continue‘ﬁrilling diligently any well commenced

hereunder, the Supervisor and Commissioner may, after 15-days' notice to

the init Operator, declare this unit agreement terminated.

10.  PLAN OF FURTHER DEVELOPMENT AND OPERATION. Hithm 6 months

after completicn of a we11 capabIe of producing unitized substances

in payrng quant1t1es. the Unit Operator shall submit for the approva]

of the Superv1sor, the Comm1ss1oner and the State Comm1ss1on an acceptab]e

'plan of deve]opment and operat1on for the un1t1zed land which, when

approved by the Supervisor, the Commissioner and theVState.Commiss1qn
shall constitute the further dri11ihg and operatiﬁgiob1{§atiohs of the
UnitVOperator under this agreement for the period specified therein.
Thereafter, from time to time before’the,expiratiOn of eny existing plan,
the Unit Operator shall submit for the appr0va1tof‘the Supervisor, the
Comissioner and the State Commission a plan f@r an additiona1’spec1f1ed
period for the development and operation of thelunitized land.

Any plan submittéd pursuant to this section shall pronde for
the exploration of the unitized area and for the diligent drilling necessary
for determination of the area or areas thereof capable of pfoducing

unitized substances in paying quantities in each and every productive

 formation and shall be as complete ahd adequate as the Supervisor, the

Commissiener and the State Commission may determine to be necessary for
timely development and proper conservation of the oil and gas resources

of the unitized area and shall:

-10-
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(a) specify the number and locations of any wells to be
drilled and the proposed order and time for such
drilling; and

(b) to the extent practicable specify the operating
practiées regérded as necessary and advisable for proper
conservation of natufal resoufces.

Separate plans may be submitted for separate productive zones, subject
to the approval of the Supervisor, the Commissidner and the State
Commission. A

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

this agreement. Reasonable diligence shall be exercised in complying

" with the obligations of thé,approved plan of development. The sdpérVisor

“and the Commissioner are authorized to grant a reasonable extension

of the 6-month period herein prescribed for submission of an initial

plan .of déveiopment wﬁéfe suéh action is justffiédfbeCausevof'unuSUa1
condit16ns;or_circumstances- AAfterAcgmp1§tion,hergunder of a well capable
of producing any unitized substance in paying quantities, no further wells,
except such as may be necessary to afford protection against opéiations

not under this agréement and such as may be sﬁecif{ééf1y approved by the
Supervisor and the Commissioner, shall be drilled except in accordance

with a plan of development approved as herein provided.

. PARTICIPATION AFTER DISCOVERY. Upon completion of a well
capable of producing unitized substances in paying quantities or as
soon thereaftef as required by the Supervisor and the Cormissioner,

the Unit Operator shall submit for approval by the Supervisor, the
Commissioner and the State Commission a schedule, based on subdivisions
of the public-land survey or aliquot parts thereof, of all land then
regarded as reasonably proved to be prdductfve in paying quantities;
all lands in said schedule on approval of the Supervisor, the Commissioner
and the State Commission to constitute a participating area, effective
as of the date of completion of such well or the effective date of

this unit agfeement, whichever is later. The acreages of both Federal
and non-Federal lands shall be based upon appropriate computations

from the courses and distances shown on the last approved public-land

-1-




survey as of the effective date of each 1n1t1a1‘pari1c1pat1ng area.

Said schedule shall also set forth the percentage of unitized substances

to be allocated as herein provided to each tfact in the part1c1pat1ng

area so established, and shall govern the é1]ocat1cn of production
commencingrwﬁth the effective datg of the partiqibating area. A separate
participating area shall be established for each separate pool or deposit

of unitized substances or for any group thereof which is produced as

a single pool or zone, and any two/or more participating areas so established
may be combinéd iﬁthGﬁé, on approval of the‘Supervisor, the Commissioner

and the State Commission. When proﬁuction from two or more participating

- areas, so established, is subsequently found to be frdm a common pool

or debosit said participating areas sha1]:be combined into ohe effective
as of such appropriate date as may be épproved or prescribed by the

Supervisor, the Commissioner and the State Commission. The participating

‘area or -areas so established shall be revised from time to time, subject

to 1ike approval, to include additional land then‘regarded as reascnabiy

proved to be_prd&uétive 1n‘pay1ng:quantit1es or necesséry'fdr unit

,operation§,;pr»tgngc1ude land thenAregarded'as'reaSOnhb1y’proved not

to be productive in paying quantities and the schédﬁie‘éfvgifdéafféﬁ
perceniagES shall be revised accordingly. The ‘effective date of any
revision shall bé the first of the month in which is obtained thé knowledge
or information on which such revision is prédicated,’provideu, however,
that a more appropriate efféctive date may be used if justified by
the Unit Operator and approved by the Supervisor, the Commissioner
and the State Commission. No land shall be excluded from a pa?t&pipafing‘
area on account of depletion of the unitized substances, except that
any participating area established under the provisions of this unit
agreement sha]lltermfnate automatically whenever all completions in
the formation on which the participating area is based are abandoned.

It is the intent of this section that a participating area
shall represent the area known or reasonably estimated to be productive
in paying quantities; but, fegard1ess of any revision of the participating
area, nothing herein contained shall be construed as requiring any
retroactive adjustment for pfoduction obtained prior to the effective
date of the revision of the participating area.

-12-
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In the absence of agreement at any time between the Unit

2 Operator and the Supervisor, the Commissioner and the State Commission
3 as to the proper defiﬁ1t10n 6r redefinition of a participating area,
4 or until a participating area has, or areas have, been established
5 as provided herein, the portion of all payments affected thereby shall
[ be impounded in a mannar mutud11y acceptable to the owners of working
7 interests and the Supervisor and Commissioner. Royalties due fﬁe”United-
’8‘ States‘and the State of New Mexico shall be determined by the Supervisor
g _ and Commissioner and the amount thereof shall be deposited, as directed
1{_0: . By‘the Supervisor and the Comnissioner. respectively, to be held as
»Tf uneﬁ?n%d money Until a participating area is finéle approved and then
12 app1ied as earned or eturned in accordance with a determination of .
13 the sum &ueT;; Federal and State royalty on the basis of»sdéh éﬁbfovéd>‘
14 particibétiﬁg area,
15 Whenever it is' determined, subject to the approval of the
16 Supervisor as tolwé11s on Federal 1ahd, the Cormissioner as to wells
17. - ~gn-State lands, and the State Commission aéjte we!is on-natented Tands,
18 § that a well drilled under this agreement is not capable of production
2 19. iﬁ paying quantities and inclusion of the Tand on which it is situafédr
20 in a participating area is unwarranted, production from such well shall,
21 for the purposes qf settlement among all parties other than working :
2 interest owners, be allocated to the land on which the well is Tocated
23 ‘unless such land is already within the particiﬁatingidreé established
24: ; for the pool or deposit from which such proddction is oﬁtaﬁned. Settlement
25 for working interest benefits from such a well shall be made as provided
26f in the unit opérating agreement.
27 12. ALLOCATION OF PRODUCTION. A1l unitized substances produced
28 from each participating area established under this agreement, except any
29 part thereof used in conformity with good operating practices within the
30 unitized area for drilling, operating, camp and other production or
Ej 31 - development purposes, for repressuring or recycling in accordance with
; 32 a plan of development approved by the Supervisor, the Commissioner and
. 3 the State Commission, or unavoidably lost, shall be deemed to‘be produced
34 equally on an acreage basis from the several tracts of unitized land of
34 the participating area established for such production and, for the
13- |
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purpose of determining any benéf1ts accryjng under this agreement,

each such tract of unitized land shall have a110catéd,to it such percentage
of said production as the number of acres of such tract included in

said participating afea bears to the total acres of unitized land in

said participating area, except that allocation of production hereunder
for purposes other than for settlement of the royalty, overrid{hg royalty,
or payment out of production oﬁiigatidné of the respective working
interest owners, shall be on tée basis prescribed in the unit operating
agreement whethék;1n,confbrm¥t§,wifh tﬂb“basis'bf'a11d%atibn”hér&1n, |

set forth or otherwise. It is hereby hgreed that production of Unifized
substances from a part1c1pat1ng ‘area shall be allocated as provided

herein regardless of whether any wells are drilled on any particular

part or tract of said participating area. 'If any gas produced from

one participatiné”&fea is used for rep¥e$SUring or recycling purposes

in another participating area, ‘the first gas withdrawn from such last-
mentioned participating area”fér sale dufiﬁg the 1ife §f7tﬁf§'ég?ééﬁéht

sidll be considered to be tie gu: s0 transferred untiil an amouni equai

to that transferred shall be 50'produced forrsale and such gas shall
be allocated to the participating area from which initially. produced

as such area was last definediéi the time of such final production.

13, DEVELOPMENT OR OPERATION OF NON PARTICIPATING LAND OR FORMATIDNS.
Any party hereto own1ng or controTTIng ‘the work1ng interest in any
unitized Tand having thereon a regular well location may with the approval
of the Supervisor, the Commissiéner orithe State Cohmi#sibn, at such
party's sole risk, costs, and eipense,idrill a well to test any fofmation
forvwhich a participat1ng area ﬁas not been established 6r to test
any formation for whicE a partiéipating area has been established if
such location is not within sai& participating area, unless within
90 days of receipt of notice frém sa1dkparty of his intention to drill
the well the Unit Operator e]ecfs and commences to drill such a well
in 1ike manner as other wells afe drilled by the Unit Operator under

this agreement.

-14-
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If any well drilled as aforesaid by a working interest owner
results -in production such that the land upon which it is situated
may properlty be included in a participating area, suth participating
area shall be established or'en1arged as provided in thisfagreemént
ahd the well shall thereafter be operated by the Unit dperator in accordance
with the terms of this dgféeheﬁt and the unit operating agreement.

If any well drilled as aforesaid by a working interest owner
obtairis production in quantities insufficient to justify'the inclusion -

of the land upon which such‘he11 is situated in a participating area,

"such well may be operated and produced by the party drilling the same

subject to the conservation requirements of this agreémeht. ‘The royalties
in_amount or value of broductidn from any such well shall be paid as
specified in the underlying lease and agreements affected.

14, ROYALTY SETTLEMENT. The United States and the State of New

Mexico and all royélty owners who are entitled to take,in kindga share

of the substances now uhit%iédiheredndgr shaI] hereafter be entitled

to the right to take in kind fts share of the unitized sﬁbéfahces.

and Unit Opératof. or the working interest owner inAcasefof the operation
of a well by a working iht%?ésf owner as herein provided for in special
cases, shall make deliveries of such royalty share taken in kind in
conformity with the applicable:contracts, laws, and regulations. Settleméht
for royalty interest not tzken in kind shall be made by working interest
owners respon;ib1e therefdrfunder existing contracts, laws and regulations,

or by the Unit Operator on or before the last day of each month for

unitized substances produced during the preceding calendar month; provided,

-however, that nothing herein contained shall operate to relieve the

lessees of any land from théirﬁrespective lease obligations for fhe
payment of any royalties due under their leases.

If gas obtained‘from51ands not subject to this agreement
is introduced into any particiiating area hereunder, for use.in represQ
suring, stimulation of production, or increasing ultimate recovery, in

-15-
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conformity with a plan of operations appruved by the>5uperv130r and

the Commissioner, a 1ike amount of gas, after settlement as herein
brovided for any gas transferred from any other participating area

and with appropriate deduction for ioss from any cause, may be withdrawn

frqm the formation into which the gas is intnoduceq,‘rbyaity free as

to dry gas, but not as to any prdduéts which may be extracted therefrom;

provided that such withdrawal shall be at such time as may be provided
in the -approved plan of operations or as may otherwise be consented
to by the Superv1sor, the Commissioner and the State Commission as

conforming to good petro]eum engineering practice, and provided further,

‘that such right of withdrawai‘sha11 terminate on the termination of_

this unit agreement. _
Royalty due the United States shall be computed as provided
in the operating regulations and paid in value o?ydelivered in kind

as to all unitized substances on the basis of the amounts thereof allocatedMW

to unitized Federal land as provided herein at the rates spec1fied - o

in the respective Federal Ieases or at such lower rate or rates as

may be authorized by law or‘reguiation; provided, that for leases on
which the royalty rate‘dependsion.the daily average produCtion-per
well, said average production shall be determined in’ accordance i v
the operating regu]ations}as though each partiCipa£ihg area were a
single consoiidated lease. : |

* Royalty due as to non-Federal lands under the respective
Teases shall be computed and paid on the basis of all unitized substances

allocated to such lands hereunder.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases
committed hereto shall be paid by working interest owners responsible e
therefor under existing contracts, lTaws, and regulations, provided that
nothing herein contained shall operate io relieve the lessees of any
tand from their respective lease obligations for the payment of any
rental or minimum royalty due under their leases. Rental or minimum
royalty for lands of the United States subject to this agreement shall
be paid at the rate specified in the respective leases from the United
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States unless such rental or minimum royalty is waived, suspended,

2 -or reduced by law or by approval of the Secretary or his duly authorized
3 repkesehtative. Rentals on State of New Mexico lands subject tc this
4 agreement shall be paid at the rates speéif1ed in the respective leases,
5 or may be reduced and suspended upon the order of the Commissioner
6 pursuant to applicable laws.and réﬁﬁTééféns;
7 With respect to any 1ease,oﬁ non-Federal land containing
8 provisions which would*terﬁinite such lease unless drilling operations
9 are commenced upon the lard covered;theréby within the tfme,thereih
10 “specified or fenta1§”é€é”paid"for the privilege of deferring such drilling.
‘Hggﬁ n : operations, the renta]s-ﬁeQuired fhereby shaTl; ﬁotwithstandingrany" ”
12 other provisfon of this agreement, be deemed to accrue and become payable -
13 . - during the term thereof as extended by this agreement ard until the |
14 requfred drilling operations are commenced upon the land covered thereby =
15 or antil some portion of such land is included within a participating R
[ ared. "
| 17 o - Té.ﬂdr» ﬂcdﬁgéﬁQATidﬁ.‘”Opéréf%bhgmﬁéféﬁnderHEAd bédduction of ﬁhitized ‘
18 substances shall be conddcted to provide for the most economical and
19 efficient recovery of ‘said substances Qitﬁddt waste, as defined by
20 dﬁ pursuant to State or Federal law orVregu1atioh. ﬁ
S 21 - 17. ‘ DRAINAGE. TheAUnit OperatOr shall take such measures as
22 thevSuperVisor and the COnnﬁssidner deem appropriate and adeqd&te to
23 prevent drainage of unitized substances from unitized land by wells
24 on land not subject to this agreement. v | : %1
g
25 18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, con- %
26 ditions, and provisions of all leases, subleases, and other contracts g
27 relating to exploration, drilling, development, or operation for oil or é
28 gas on lands committed to this agreement are hereby expressly modified %
29 and amended to the extent necessary to make the same conform to the
30 provigions hereof, but otherwise to remain in full force and effect; and
31 the pafties hereto hereby consent that the Secretary as to Federal leases
-17-
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and the Commissioner as to State of New Mexico leases shailvand by
his approval hereof, or by the approval hereof by his duly authorized
representatfve. does hereby establish, alter, change, or revoke the
drilling, producing, rental, minimum royalty, and royalty requirements

of Federal leases and State of New Mexico leases committed hereto and

-the reguTations in respect thereto to conform said rejuirements to

the provisions of this agreement, and, without 1imiting the generality

of the foregoing, all leases, sublédses, and contracts are particularly

modified in accordance with the following:

{2} The development énd'OperaeiOn of 1ands subject to this
agreement under the terms hereof shall be deemed full
performance of all obligations for development and Opera;
tion with respect to each and every separately owned
tract subject to this agreement, regardless of whether |
there is-any development of aﬁj“partiéﬁ1ar'tract of

- the unit<aree:Whv_ - - ‘_

(b) ‘Dri11fhg“énd’pf636c1ﬁg 6be?etioﬁs!berformed hereuinder
upon any tract of unitized iands wiii be accepted and
deemed to be performed upon and for the benefit of each
and every tract of unitized land, and no lease shall
be deemed to expire by reason of failure to dri1l or

~ produce wells situated on the land therein embraced.

" (c) suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the
Secretary or his duly authorized representative and
on all unitized lands of the State of New Mexico pursuant
to the consent of the Commissioner, or his duly recognized
‘representative, shall be deemed to ccnstfote such sUépens1dn
pursuant to such direction or consent as to each and
every tract of unitized land. A suspension of drilling
or producing operations limited to specified‘lands shall
be applicable only to such lands.

(d) FEach lease, sublease or contract relating to the exploration,

| drilling, development or operation for oil or gas of lands
other than thoSe of the United States committed to this

agreement, which, by 1ts terms might expire prior to the

-18-
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(f)

,Leas1ng Act Rev1s1on of 1960

ferminat ton of (his agicement, iz heveln entemdad Loy

~any sucth terms so provided therein so thdl it shatl te

continued in full force and effect for and during the

term of this agreement.

‘Any Federal lease for a fixed tern of twenty (20) years

or any renewal thereof or any part of such lease which
is made subject to this agreement shall continue in force
béyond the term provided therein until the termination
hereof. Kny other Federal lease committed hereto shall

continue in force beyond the term so nrovided therein or

by law as to the land committed s6' long as such lease

remains subject hereto; provided‘that production

is had in paying quant1t1es under this unit agreement

‘ prior to the expiration date of the term of such lease,

or in the event actual dr1111ng operations are commenced
on unitized 1and, in accordance with ‘the provisions of
th1s agreement. pr1or to the end of the primary term of
such lease and are be1ng dillgently prosecuted at that

time, such lease shall be extended for two years and so

: long thereafter as oil or gas is produced in pa)1ng

quantities in accordance with the provisions of the Mineral

tach sublease or contract re]ating to fhe operat1on and -
deve1opment of unitized substances from lands of the United
States committed to this agreement, which by its terms
would expire prior to the time at which the underlying

lease, as extended by the immediately precedxng paragraph,

wiil expire, is hevreby extended bevond any ‘such term so

provided therein so that it shall be continued in full
force and effect for and during the term of the underlying

lease as such term is herein extendeZ..

-19-




(g) The segregation of any Federal lease committed to this
agreement is governed by the following provision in the
fourth paragraph of Sec. 17(j) of the Mineral Leasing Act,
as amended by the Act of September 2, 1960 (74 Stat. 781-784):
"Any [Federal] lease heretofore or hereafter committed to
any such funit] plan embracing lands that are in part
within and in part outside of.the area covered by any -
such plan shall be segregated into separate leases as to
the lahds committed and the lands not committed as of the

effective date of unitization: Provided, however, That

~ény such Teasé as to the nonunitized portion shall continue
in force and effect for the term thereof but for not

less than two year§ufrom the date of such segregation and
so long thereafter as 6il or gas is prd&ucéd in paying
quantities."

(h) Any lease, other than a Federal lease, ha?}?g"bﬁly é
portion of its larids COmﬁ{ttéd hereto shall be segregated
as io £ﬁé hortioﬁ‘cdﬁh{fiéd?;ndvihé portion'not>éoﬁﬁifféd,
and the proQisions of such-lease shall apply separately to

--such segrégated'pdrtiqﬁs commenciﬁg as of the»effective
date hereof. In the event any such lease proﬁides for a
lump-sum rental payment,;suCh payment sha11 be prbrated
bétween the pofti&hﬁlso gééfégaied in‘biobﬁfzi;ﬁ io:fﬁévy

acreage of the respective tracts.

19. COVENANTS RUN WITH LAND. The covenants herein shali be con-

strued to be covenants running with the land with vespect to the interest

of the parties hereto and their successors in interest until this agree-

?__ : 28 ment terminates, and any grant, transfer, or conveyance, of interest in

-20-




land or leases subject hereto shall be and héréby s conditioned upon

the assumption of all privileges and obiigations hereunder by the grantee,
transferree, or other successor in interest. No assigrment or transfer
of any wprking'interest, royalty, or other interest subject hereto

shall be binding upbn Unit Operator until the first day of the calendar
month after Unit Operator is furnished with the original, photostatic;

or certified copy of the instrument of transfer.

20.7  EFFECTIVE DATE AND TERM. This agreement shall become effective

" upon approval by the Secretary or his ddly authorized representative

and shall terminate five (5) years from said effective date unless:

(a) such date of expiration is extended by the Director

—and ‘the Commissioner, or

(b) it is reasonably determined prior to the expiration
of the fixed term or any extension thereof that the
unitized land {s incapable of production of Qniti;ed
subsféﬁééEFiﬁ’pay1ng quanf1t1é§ 1ﬁrthe‘f0rmatiohs~teSted
hereunder and after notice of intention to terminate
‘the agreement on such ground is given by the Unit Operator
to ail partfes in irterest at their last known addresses,
the agreement is terminated with the approval of the
Swpervisor,or -

(c) a valuable discovery of'unitizeﬂ substances has beén
made or accepted on unftized land during said inftial
term or any extension thereof, in which event the agreement
shall remain in effect for such term and so long as
unitized substances can be produced in quantities sufficient
to pay for the cost of producinQ same from wells on
unitized Tand within any participating area established
hereunder and, should production cease, so long thereafter
as difjgent operations are in progress for the restoration
of production or discovery of new production and so
long thereafter as unitized substances so discovered
can bhe produced as aforesaid, or '

(d) it is terminated as heretofore provided in this agreement.

-2~
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* any 1and Of the State of New Mexics as to the rate of prospecting and

This agreement may be terminated at any time by not less than 75 percentum,
on an acreage basis, of the working interest owners signatory hereto,
with the approval of the Supervisor and the Commissioner; notice of

any such approval to be given by the Unit Operator to all parties hereto.

21, RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director
is hereby vested with authority io alter ¢r modify from tiﬁe'to time

15 his discretion theuquantity and rate of production under this agreement
when such quantity and rate is riot fixed pursuant to Federal or State
law.or does not conform to any state-wide voluntary conéérvationVOr
allocation program, which 1s established, recognized, and generally o
adhered to by the majority of obe;&tors in such State, such authority
being hereby 1imited to al%eration or modification in the pubfic‘interest.
the purpose thereof and the pUbi1c interest to be served thereby to
bé:Sidted in the order of a]ter&tibn or modification. Hﬂthout‘regafd“

to the foregoing, the Director is also herehy vested with authority '

to alter or mod1fy from time to time in his- discretion the rate of
prospecting and deunlnnmant and the auant1ty and rate of production

under this agreement when such alteration or modification 1s in the
interest of attaining the conservation objectives stated in this agreement
and is not in violation of any app11cab1e Federal or State law; provided. i
further, no such alteration or modification shall be affective as to
deveIopment~1n the absence of the specific written Spprova\ thereof
By the Commissioner and as to lands of the étate of New Mexico or privately
owned lands subject to this agreement as to the.quantity and rate of

production in the absence of specific written approval thereaf by the

Commissioner.

Powers in this section vested in the Director shall only
be exercised after notice to Unit Operator and opportunity for hear1n9

to be held not less than 15 days from notice.

22. APPEARANCES. Unit Operator shall, after notice to other parties
affected, have the right to appear for and on behalf of any and all interests
affected hereby before the Department of the Interior and to appeal from
orders 1ssued under the vegulations of said Department or to apply for
relief from any of said regulations or in any proceedings relative to

“22.
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operations before the Department of the Interior or any other legally
constituted authority; provided, however, that any other interested
party shall also have the right at his own expense to be heard in any

suchfproteedihg.

23.  NOTICES. A1l notices, demands or statements required hereunder

~ to be given or réndered to the parties hereto shall be deemed fully given

if given in writing and personally dg11vered to the party or sent by

postpaid registered or certified m§11, addressed to such partyrgr‘pariieﬁ

~.at ‘their_respective addresses set forth i ‘connection with the signatures

heréto or to the ratification or consent hereof or to such other addreSs
as any such party may have furhished in writing to»pa§ty sending the

notice, demand or statement.

24, ~NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained

shall be construed as a waiver by any party hereto of the right to assert

anly legal or constitutional right or defense as to the validity or invalidity

e W Y
1

of any iaw 0

[,

Staie wiierein said unitized Tands are iocaied, or of tie

@

i
United States, or regulat1onsvissued theernder in any way affecting such
party, or as a waiver by any such party of any right beyond his or its

authority to waive.

25, UNAVOIDABLE DELAY. A1l obligations under this agreement requiring

the Unit Operator to commence or continue drilling or to operate on or
prdduce unitized substances from any of the lands covered by this agree-
ment shall bte suspended while the Unit Operator, despite the exercise of
gue:Care and diligence, is prevented from cOthying with such obligations,
in whole or in part, by strikes, acts of God, Federal, State, or municipa}
law or agencies, unavoidable accidents, uncontrollable delays in trans-
portation, inability to obtain necessary materials in open market, or other
matters beyoﬁd the reasonable control of the Unit Operator whether similar
to matters herein enumerated or not. HNo unit obligation which is suspended

under this section shall become due less than thirty (30) days after it

-23-
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 settied; provided, thal, as i0 Federai and State

has been determined that the suspension is no longer applicable. Deter-
mination of creditable "Unavoidable Delay" time shall be made by the unit

operator subject to approval of the Supervisor and Commissioner.

26. NONDISCRIMINATION. In connection with the performance of work
under this agreement, the operator agrees to comply with all the prov1s1ons
of section 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319),

which are hereby 1ncorporated by reference in this agreement.

27. LOSS OF TITLE. In the event title to any tract of unitized
1and shall fail and the true owner cannot be induced to join in this
unit agreement, such tract shall be'automatica11yéregarded“as not committed

hereto and there sha11 be such readjustment of future costs and benefits

‘fas ‘may be required on account of the loss of such titTe.' In the event4

of a dispute as to tit]e as to any- roya1ty./work1ng interest, or other
interests subJect thereto, payment or delivery on account ‘thereof may

be withheld without 1iab111ty for 1nterest~unti1 he dispute is finally

payments of funds due the United States or the State of New Mexico

should be withheld, but such funds sha11 be”debosited as directed by
the Supervisor and the Commissioner, respective]y. to be held as unearned

money pend1ng final settlement of the title dispute. and then app]ied

Mas earned or returned 1n accordance with such f1na1 settlement.

Unit Operator as such is relieved from any respdnsibi]ity

for any defect or failure of any title hereunder.¥

28. NON-JOINDER AND SUBSEQUENT JOINDER. If%the owner of any

substantia1 interest in a tract within the unit anea fails or refuses

:to subscribe or consent to this agreement, the owner of the working

interest in that tract may withdraw said tract from this agreement

by written notice delivered to the Supervisor, the Commissioner and

~ the Unit Operator prior to the approval of this agreement by the Supervisor

and the Commissioner. Any oil or gas interests in lands within the

unit area not committed hereto prior to submission of this agreement

-24-
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for final approval may therafter be committed hereto by the owner or
owners thereof subscribing or consenting to this agreement; and, if

the interest is a working interest, by the owner of such interest aiso
subscribing to the unit operating agreement. After operations are
commenced hereunder, the right of subsequent joinder, as provided in

this section, by a working interest owner is subjectato such requiréemerts

or approvals, if any, pertaining tc such joinder, as may be provided

_for in the unit operating agreement. ,After final approval hereof,

joinder by a non-working interest owner mﬁSL be consented to-
by the working interest owner committed hereto and responsible for
the payment of any"benefitS’that may accrue hereunder in behalf of

such non-working interest. 'A‘non-working interest may nct be committed

| to this unit agreement unless the corresponding working interest is

comitted hereto. Joinder to the unit\Agreement by a working-interest

owner, at any time, must be aécompanied'by appropriate joinder to the

unit operat1ng agreement, if more than one committed working-interest ‘

owner is 1nv01ved. in order- for the 1nterest to be regarded as committed

» to ‘this un1t agreement, Except,as may otherwise here1n be prov1ded,

subsequent joinaers to this agreément shall be effective as of the
first day of the monthﬁbe1owing the filing With-the Supervisof[and
the Commissioner of du1y~execnted counterparts of all or any papers
necessary to estab]ish effect1ve commitment of any tract to this agreement
unless obJect1on to such Joinder is du1y made within 60 days by the

Supervisor or the Commissioner,

29. COUNTERPARTS. This agreement may be executed in any number

of counterparts no one of which needs to be executed by all parties

or may be ratified or consented to by separate instrument in writing
specifically referring hereto and shall be binding upon all those parties
who have executed such a counterpart, ratification, or consent hereto
with;the same force and effect as if all such parties had signed the

same document and regardless of whether or not it is executed by all
other parties owning or claiming an interest in the lands within the

above-described unit area.

-25-
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30. SURRENDER. Nothing in this agreement shall prohibit the
exercise by any working interest owner of the right to surrender vested
in such party by any lease, sublease, or operating agreement as to all
or any part of the lands covered thereby, provided that each party who
will or might acquire such working interest by such surrender or by
forfe1ture as hereafter set’forth,dis bound by the terms of this agree-

ment.

If as a result of any suth surrender the working interest rights

as to such lands become vested in any party other than the fee owner of
the unitiied substances, said party may forfeit such rights and further” A
benettfs?from operation hereunder as to said land i the party next in
the‘chain of title who shallube and become the owner of such workiig
interest. |

If as the resu]t of any such surrender or forfeiture working

interest rights become vested 1n the fee owner of the unitized substances. 8

such owner may: N

(1) Accept those work1ng interest r1ghts subject to this
agreement and the un1t operat1ng agreement, or:

(2) Lease the portion of such land as is included in a
part1c1pat1ng area established hereunder subJect to th1s ‘‘‘‘‘‘
agreement and the un1t operating agreement.

- (3) VProvide for the independent operat1on of any part of such
land that are not then included within a part1c7pat1ng

area established hereunder.

If-tﬁe fee owner of the unitized substances does not accept

- the working interest rights subject to this agreement and the unit

operating agreement or lease such lands as above provided within six (6)
months after the surrendered or forfeited working interest rights become
vested in the fee owner, the benefits and obligations of operations
accrufng to such lands under this agreement and the unit 6perat1ng
agreement shall be shared by the remaining owners of unitized working

fnterests in accordance with their respective working interest ownerships,

-26-
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and such owners of working interests shall compensate the fee owner

of unitized substances in such lands by paying sums equal to the ventals,
minimum royalties, and royalties.applicable to such lands under the
lease in effect when the lands were unitized.

An appropriate accounting and settlement shall be made for U
ajl'benefits accruing to or payments and expenditures made or 1ncUrred'
on’behalf of such surrendered or forfeited working interest Subsequent
td the date of surrender or forfeiture, and payment of any monies found

“to be- owing by such an accounting shall be made as between the parties

o (Y= o ~ O [3,] L= (4] ~N

within“tﬁifty (30) days. In the event no unit operatingéigfeement

11 ~ is in existence and a mutually acceptaSle;agreement between the pfoper'

12 parties thereto cannot be consummated, the Supervisor and Commissioher

13 may prescribe such reasonable and equitable agreement as he deemewarrinted

14 i undefrthe circumstances.

The eierciséfof any right vested in a working interest owner
to reassign such working interest to the party from whom obtained shall
‘be subject to the same conditions as set forth in this séctioﬁ'fﬁ§?egafd

. e cmipmnnmd o
to the exercise of & right to surrender.

19 : 31. TAXES. The working interest owners shall render and pay for their

3 '20 ; account and the account€6f the royalty owners all valid taxes onubr
? 21 measdred by the Unitizedvsubstances in and under or‘that may be pkoduced,
! o 22 "gatheréd and soTd from the Tand subjéct to this contract after the efrec= "
23 “tive date of this agreement, or upon the proceeds or net;proceeds:der1Ved
24 therefrom. The working interest owners on each tract shall and ﬁay
25 charge the proper proportibh of said taxes to the royalty owners havihg
2% interests in said tract, and may currently retain and deduct sufficient
| 27 of the unitized substances or derivative products, or net proceeds thereof
28 from the allocated share of each royé]ty owner to secure reimbursement
29 for the taxes so paid. No such taxes shall be charged to the United
30 | States or the State of New Mexico or to any lessor who has a contract

with his lessee which requires the lessee to pay such taxes.
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1 3. NO PARTNERSHIP. It {s expressly agreed that the relation

2 of the parties hereto is that of independent contractor; and nothing

3 fn this agreement contained, expressed or implied, nor any operations

4 conducted hereunder, shall create or be deemed to have created a 6artner-

5 ship or association between the parties hereto or any of them.

6 33. SURFACE MANAGEMENT SfIPULATION. Nothing in this‘agreement’

7 shall modify any special Federal-lease stipulations relating to surface

8 managemént. attached to and made a part of 011 and Gas Leases covering
;ﬂé ‘ lands within the Unit Area. g
10 34.  RECLAMATICN LANDS. Rothing 1n this agreement shalj modify ‘
n the special, Federal-lease stipulations ipplicab]e to lands under the 7
12 jurisdiction of the Bureau of Rectamation. = — . R g
13 - . IN WITNESS WHEREOF, the parties hereto have caused this
14 agreement to be executed as of the date first above written and have

T . set obpésiie“their respective names the date of execution.
| 1

16 o UNIT OPERATOR i
17 Amoco Production Company
18 & : .
19
20 WORKING INTEREST OWNERS
21
22 Marathon 011 Company ‘ Inexco 011 Company
23 P. 0. Box 552 1801 Americana Building
24 Midland, Texas 79701 Houston, Texas 77002
e Sy S
27 Midland, Texas 73701 Midland, Texas 79701
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1 STATE OF TEXAS |
2 COUNTY OF HARRIS {
3 The foregoing instrument was acknowledged before me this & 14
4 day of e v¢fe . 192, by__C: B- MENRINGER )
5 as Attorney=in-Fact on belalf of AMOCO PRODUCTION COMPANY. o
6 My Commission Expires: N , . -
-7 L I-1Y \/Le/n,p Na.,c,ae‘/.u,
8 _ Notary Public 1n and for
9 Harris County, Texas
IRENE HALDAS -
Motary Public In and for Harris County, Texas 3 : ’5
,,,,,, ;
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TRATL - CANYON UNIT AGREEMENT
;.,moc<nnoc24<r NEW- MEXICO

i

'

\e

February 1, 1974

 SERIAL NO. >zo,,w>mHnwwo<>r4<, LESSEE

OVERRIDING ROYALTY

WORKING INTEREST

TRACT  DESCRIPTION OF NUMBER OF . ! EXPIRATION  AND OWNERSHIP  OF AND OWNERSHIP AND
NO. LAND ACRES ~+ DATE OF LEASE PERCENTAGE RECORD w PERCENTAGE OWNERSHIP PERCENTAGE
Federal 2creage |
T24S-R23E ~ = _ _
1 Sec. 1: SE/4 SE/4 40 .1 NM 10584 USA-AN Amoco Production Howell Spear and Amoco Production Co. - 100%
- 10-31-79 - 12.5% Company Ellie Spear - 4%
2 Sec. 1: Lots 1,2,3, 600 wﬂzz 12391 ,cm>u>~d,. Marathon nzmsimm 0. Johnson Marathon 0il1 Co. - 100%
4, S/2 N/2, | 9-30-80 12.5% and wife Evelyn C.
N/2 SE/4, . : Johnson - 5%
SW/4 SE/4,
SW/4
2 Federal Tracts: 640 acres | A
State Acreage
T24S-R23E . ,
3 Sec. 11: All . 640 K~4046 State Amoco Production None Amoco Production Co. - 100%
14-21-74 12.5% Company
4 Sec. 15: N/2, N/f2 560 . K=4255 State Southland Royalty None Southland Royalty Co. -100%
S/2, S/2 1i7-21-74 12.5% . Company
SW/4 :
5 Sec. 2: Lots 1,2,3, 639.2 ermuwuu. State - Amoco Production None Amoco Production Co. - 100%
4, S/2 N/2, 6-1-82 12.5% . Company
S/2 A - , _
6 Sec. 3: Lots 1,2,3, 559.2 "wmommmw-d wwmmm - Inexco 0i1 Co. None Inexco Qi1 Co. - 100%

4,5/2 NE/4, |
SE/4. NW/4, |
NE/4 SW/4,

S/2 SW/4,
SE/4 .




EXHIBIT “B" - TRAIL CANYON UNIT AGREEMENT, EDDY COUNTY, NEW MEXICO -
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CSERIAL NO. AND BASIC ROYALTY LESSEE

OVERRIDING.ROYALTY

WORKING INTEREST

TRACT  DESCRIPTION OF NUMBER OF ' EXPIRATION  AND OWNERSHIP ' OF , m AND ‘OWNERSHIP AND
NO. LAND ACRES - DATE OF LEASE  PERCENTAGE 'RECORD ; PERCENTAGE OWNERSHIP PERCENTAGE
T24S-R23E NMPM ¥ - o
7 Sec. 9: W/Z /4, 520  LG-280-1 State  Inexco 011 Co. + None Inexco 0il1 Co. - 100%
E/f2 NE/4, .6-1-82 . 12.5% " e —
SW/4 NE/4, . B , o , “
S/2 : ﬂ . i
8  Sec. 10: Al 640 16-282-1 - State ‘Inexco 011 Co. | None Inexco 011 Co. - 100%
6~1-82 12.5% , _
9 Sec. 14: NW/4, N/2° 640 16-283 State P. R. Bass . Nome P. R. Bass - 100%
NE/4, SW/4 . 5-1-82 12.5% | H , _
N/2 SW/4,
SE/4 SW/4
Sec. 15: S/2 SE/4 ,
10 Sec. 16: All 640 16-284-1 State Inexco 011 Co. None Inexco 011 Co. - 100%
 f5-1-82 12.5%
8 State Tracts: 4838.4 acres W
Fee Acreage o M” | - | |
T24S-R23E NMPM : ¥ A |
Ik . 3: /4, 200 + §-3-82 Madeline Foster, Individually None Inexco 0i1 Co. - 100%
NW/4 Sw/4 . and Madeline Foster and Sherwood |
9: E/2 NW/4, . Foster, Co-execiitors of the Est. of

NW/4 NE/4 3 J. B. Foster - 12.5% | m

i
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EXHIBIT “B" - TRAIL CANYON UNIT AGREEMENT, EDDY COUNTY, NEW MEXICO

Page 3

 SERIAL NO. AND BASIC ROYALTY = LESSEE

R0Y; OVERRIDING ROYALTY WORKING INTEREST
TRACT  DESCRIPTION OF NUMBER OF = EXPIRATION - AND OWNERSHIP = OF AND ‘OWNERSHIP AND
NO. . LAND ACRES . DATE OF LEASE | PERCENTAGE . RECORD _ wmznmzqsmm OWNERSHIP PERCENTAGE
12 Sec. i4: SE/4 NE/&, 80 | 10-9-77 Madeline Foster, Individually and  None Inexco 011 Co. - 100%
SW/4 SW/4 o Madeline ‘Foster and Sherwood Fostelr,
m Co-executors of the Est, of J. B.
. « Foster - 12.5% |
2 Fee Tracts: 280 acres i o :
Federal 640 acres = 11.12% |
State . - 4£38.4 acres =-84,02
Fee 1280 = 4,86%
JDA:db TR
2/064-798 C D
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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
COMMISSICN OF NEW MEXICO FOR
THE PURPQOSE OF CONSIDERING:

CASE NO. 5181
Order No. R-4748

APPLICATION OF AMOCO PRODUCTION
COMPANY FOR APPROVAL OF THE TRAIL
CANYON UNIT AGREEMENT, EDDY COUNTY,
NEW MEXICO.

ORDER OF THE COMMISSION -

BY THE COMMISSION.

Thls cause came on for. haarinﬂ»at 9 a.m. on March 13, 1974,
at Santa Fe, New Nexico, before Examiner Richard L. Stamets.

NOW, on this  15th. ‘day of March, 1974, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being

LT Vor mAeed ma T P AL e d
‘—“-LLJ WUV ALSTL alli @AG yb w‘gvﬂ r

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, Amoco Production COmpany, seeks
approval of the Trai@mganyon Unit: ‘Agreement covering 5,758.4

"acres, more or less, of State, Federal, and Fee lands described'
as follows:

EDDY COUNTY, NEW MEXICO o
TOWNSHIP 24 SOUTH, RANGE- 23 EAST, NMPM
Sections 1 thzough 3: ALl
Sections 9 through 11l: All

" Sections 14 through 16: All

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

IT IS THEREFORE ORDERED:

(1) That the Trail Canydn Unit Agreement is hereby approved.

{2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however




“joined or ratlfied. B

‘of said unit ‘agreement by the Commissioner of ‘Public Lands for th

CAmes mha1) madd Few Abha Aawmd nadAn dwmmadd nl-n'l-’ A erwd bdmre AL A

..2..
CASE NO. 5181
Order No. R-4748

that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervis
and control operations for the exploration and development of any]
lands committed to the unit and production of. oil or gas therafron.

(3) _That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the
event of subgequent joinder by any party or expansion or contrac-
tion of the unit area; the unit operator shall file with the
Commission within 30 days thereafter counterparts ‘of the unit
agreement reflecting the auhscription of those interests,having

(4) That this order shall become effective upon the approva

State of New Mexico and the Director of the United Statea Geoloqiﬂ
cal Survey; that this order shall terminate ipso facto upon the v
‘termination of said unit agreement; and that the last unit 6pera-

e wisa ki liVea A-_x BEATT WM S S e aE mS SN Rt s WA mAs VT e wembily WA W aAia

termination.

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

DONE at Santa Fe, New Mexico, on the ﬁay and year herein-~
above designated.

STATE OF NEW MEXICO

01l CONSERVATION COMiISsSION

.~ abblba

R. TRUJILLO, Chairmag

J. IJQ, Member
«&M. .

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

SEAL

jx/
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UNITED STATES FH

DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY i

FEDERALCENTE&. DENVER, COLORADO 80223 )

Mmoo hodncim Compaty | : T : .QJ / g}*‘ / o

’-00 Bax 30?2 . » - S
Bomston, Texae 77001

Geatlesen:

Your application dsted Jemmery 10, 1974, filed with the 0il ﬂ e
Swparvisor, Roswsll, New Maxico on Jestsry 14, 19N, requaste the designe-
ti.uei&-tmlcmwtammacmsmwwna,mor less.
Bidy Cownty, dNew Mexico, as’ logically swbject t» »»21siilion end dewelep-
ment under the waitiracics piovisions of the Minseal Leasing Act, as

 aeaded . mmtmimlmﬂc.wwm(tltlw)ofm:ﬂ -
itsnd, 4,538.60 acres (&mp!mtaftnuhd and 230.00 acres (hn

mt) of ﬁ-‘ tamd.

Pezesast to the wait plas regulations of Dncm 22, 1956, 30 Ccym 226.3,
the land requeated, as descridad om your plat marhed "Exhibit A, Trail
Camyon unit area, Bddy Coumty, New Mexico," inm‘utmudan :
logical wnit ares.

e wait aseeciool susmitted for the m u-mm should previde fox
a well 2o be drilled to test all formstioms of Pesmsylvanisn age ox to
s depth of 10,500 feet. Use of the Form of for UVnproved Araas
modified aa proposed iR your spplication will e accaptakle. -

In the sbeeace of asy other type of lend requiriag special provisiome or
any objection not now appareat, a duly executed agreement idesticel to
said foym, wmodified ne imdicatad sbove, will be spproved if sudmitted im
approvable status within & veasovable time. Nowever, the right is re~
served to deny approval of any sxecuted agresment which, in oux opimion,
does not bawve full cosmitaent of sufficient land to sffoxrd effogtiwe
coatrol of operations im the unit aras.

When tha sgreement is transaitted to the 01l amd 3ss Supervisor fer
approval, include the latest atatus of all screage. The format of the
semple axhibits attsched to thw 1968 reprint of thes sforementioned forxm
of agveswent should be followed clogely in the prepavation of Exhibits

A and 3,

Sincerely yours,

/

—Etonge K A,
ces Conaervation Manager, Central Region
Com. Pub. Lsnds, Santa Fe For the Director
LRM0CC, Santa Pe :
Roawell (2)

Cons. Div. Reading File ‘JFSims:ds

IN REPLY REFER TO?




. 'L R TRUJILLO
OIL CONSERVATION COMMISSION CHAIRMAN
. LAND COMMISSIONER
STATE OF NEW MEXICO ALEX J. ARMUJO
P. 0. BOX 2088 - SANTA FE ) MEMBER
87500 STATE GEOLOGIST
4 A. L. PORTER, JR.
- March 18, 1974 = gCRETARY-DIRECTOR

T .77 Rei CASE NO._ 5190 iﬁﬁ 181
Kr. Guy Buell ORDER NO. F=4747 and R=4 748

Post Office Box 3092
Houston, Texas Y7001

Applicant:
- Amoco Productiom Co.

Dear Sir:

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

A. L. PORTER, Jr.
Secretary-Director

ALP/ir

Copy of order alsoc sent to:

Hobbs OCC x
Artesia OCC R~4748
Aztec OCC ‘

Other Unit Division -~ State Land Office




e | | A ‘Unit Name TRALL,CANYON UNLT. (EXPLORATURY)

By ommﬂmnou. ‘Amoco "Production Company .
County  _gagy Gorney - Ve

“DATE OCC CASE NO. 5181 EFFECTIVE TAY ——— SEOREGATION
APPROVED OCC ORDER NO. R=4748 __DATE __ACREAGE STATE _FEDERAL ENBIAN-FEE CLAUSE TERM

4-9-74 | 3-15-74 » ( April 15, 1974)5,758.4 4,838.4 © 640.00 280,00 | Yes 5 yrs.

UNIT AREA -

TOWNSHIP 24 SOUTH, RANGE 23 EAST, NMPM |

Sections 1 through 3: All g
Sectiong 9 through 1l1: All :

‘Sections 14 through 16: All




o Unit zo.sw_,__ AT
Lo . Operator bmm_.

= County _Eddy , §
STATE LEASE  INSTI- | =z . o . ‘RATIFLED ACREAGE
TRACT NO.  NO, TUTION | SEC. TWP, ' RGE. . SUBSECTION DATE ACRES NOT

B \ _ ! | . RATIFIED LESSEE
3 K-4046  D.D.&B 11 245 23 ALl . . 3-6=74 640.00 Amoco Production Co.
& K-4255  D.D.&B 15 245 23E N/2, N/25/2, S/25W/4 | of-2-7Y 560..00 Southland Royalty Co.
5 16-277  C.S. ¥ 2645 . 23E  lots 1, Z, 3, 4, S/2N/2, $/2 32674 639.2 Amoco Production Co.
6 16-278-1 D.D.&8 % 245 23E Lots .1, 2, 3, &4, S/2NE/4,

. , L mm\bzz\he zm\bms\b m\wmz\b mM\b 3-13-74 559.2 Inexco 0il Company
7 16-280-1 D.D&E ~ | & 24s  23E | W/2WW/4, E/2NE/4, SW/4NE/4, 8/2 3=13-74 520,00 Inexco 0il Company
8 1c-262-1 D.D&B ‘10 245 23E ALl | 3-13-74 640.00 Inexco 0il Company
9 . 16-283 D.D&B 14 248 23E WW/4, N/2NE[4, SW/4NE/4, SE, E NOT COMMITTED  640.00 P. R. Bass
: = o N W/4, mﬁ.?mz\p

Mm 245 23E s/

10 16-284~-1 C.S. 16 248  23E All : RS 3-13-74 1 640.00 Inexco 0ilCompany




(-f\.&,\- NN . 6 \ E) I

Amoco Productlon Company -

. 500 Jefferson Building”
- P.0. Box 3092
Houston, Texas 77001 -

4. C. Burton

Division Enginear

February 7, 1974

File: DRC-986,51NM-680

Re:  Trail Canyon Uait W’

o

' !t:“ A. L. Po:‘ter, JY e (3)
New Mexico 011 eonservation mmiasioa
P. O. Box 2088 '

P N 9 e BT o asral
DAl Ky NEW HSRAGS Creva

n.a: Sir:

- Please docket a hearing at the earliest possible dats to
consider Amoco Production Ccupany 8 applicataion for approval
of the !rail ‘Canyon Unit. Theé Unit area comprises 5788 acres,
more or. iesa, of State, Federal and Pee Lands all in 7248,
R23E, Eddy County, New Mexico. Copies of the Unit Agrec-ont

Hvill ba. fnrninh.d priar ea the nanrim
Attached is a plat showing the prOp_osed Unit and the adjacent
area. | | |

Very truly yours,

tachment

GTBias
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CERTIFICATION - DETERMINATION

Pursuant to the authority vested in the Secretary of Ihtericr,
under the act approved February 25, 1920, 41 Stat. 437, as amended,
30 U. S. C. secs. 181, et seq., and delegated to the 011 éﬁ& Gas Supervisor
of the Geological Survey (33 F.R: 5812), 1 do ‘hereby:

| A. Approve the attacﬂed agreement for the development and

operation of the Trail Canyon Unit Area, Stateé of Mew Mexico.

B. Certify and determine that the unit plan of development
and operation contempIated in the attached agreement is necessary and
the natural resources.

C. Certify and determine thatxthe"drifﬁiﬁg;'pfbduéiﬁg,!?entil;

_minimum royalty, and royalty requirements of a1'| %Fe‘delra‘lv leases cbn‘ini‘i:ted :

to said agreement are hereby established, altered, changed, or revoked

to conform with the terms and conditions of this agreement.

Dated: i

0i1'ahdfG§s'§uperV1soﬁ;
United States Geological Survey

Contract Number: -

BEFORE EXAMINER STAMETS
OIL CONSERVATION COMMISSION

EXHIBIT NO.
CASENO.  S18 1/

Submitted by__/}10CO
Hearing Date 3-/3-7Y




~ UNIT AGREEMENT FOR - THE DEVELOPMENT
AND OPERATION OF THE TRAIL CANYON UNIT AREA
COUNTY OF EDDY, STATE OF NEW MEXICO
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( UNIT AGREEMENT
'FOR THE DEVELOPMENT AND OPERATION
OF THE
TRAIL CANYON UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO
NO.

TR ——
S aror e

.

-

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

2 ,1974, by and between the parties subsorfbing, ratifying, or consenting

3 ‘hereto, and herein referred to as the ?part}es hereto, "

4 o WITNESSETH:

5 'WHEREASéthe parties heréto are the owners of working, royalty,

6 or other oil and'jas~interests in the unft area subject to this aares-

7 ment; and | : |

8, | NHEREAS ‘the Minerai Leasing Act of February 25, 1920, 41 Stat.

?:ﬁ~ 4437, as amended 30 U.s.C. Secs 181 et seq., authorizes Federa1 lessees ‘
10 and the1r representatives to unite with each other. or jo1nt1y or separate?y ]
n " with others, in co]]ect1ve1y adopting and operating a.cooperative or
fc‘ unit plar of deve1opment or operation ‘of any o0il or gas pool,~fie1d, i |
135 or like area, or ény part theréof%for the purpose of more properly
4. .;conserving.the,nééuralﬂresourcesoiheréof‘whenever;detéﬁﬁihed;aﬁdLéertifiéd“ﬂ,;ww?wneue
15 by the Secretary of the Interior to be necessary or advisable in the
16 public interest; énd ;

17 WHEREAS, the Commissioner of Public Lands of the Stafe'of
18 New Mexico is autﬁorized by an Act of the Legislature (Sec. 1, Chap. 88,

19 Laws 1943 as amen&ed by Sec. 1 of Chapter 162, Laws of 1951), (Chap. 7

20 Art. 11, Sec. 39.~N.M. Statutes 1953 Annot.), to consent to and approve
21 the development or operation of State lands under agreements made by
22 lessees of State land jointly or severally with other lessees where
23 such agreements provide for the unit operation or development of part
24 of or all of any oil or gas pool, field, or area; and
25 WHEREAS, the Commissioner of Pubtic Lands of the State of
26 | New Mexico is authorized by an Act of the Legislature (Sec. 1, Chap. 162,

27 Laws of 1951, Chap. 7, Art. 11, Sec. 41 N.M. Statutes 1953 Annotated)

28 to amend with the approval of lessee, evidenced by the lessee's execution
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34
35
36

~ of part or all of any oil or gas pool, field or area; and

natural rescurces, prevent waste, and secure other benefits obtainatle

promises herein contained, the parties hereto commit to this agreement

February 25, 1920, as amended, supra, and all valid pertinent regulations,

‘including operating and unit plan regulations, heretofore issued thereunder

marked Exhibit "A" is hereby designated and recognized as constituting

of such agreement or gﬁherw1Se. any o1l and gas lease embracing State-
lands so that the length of the term of said lease may coincide with

the term of such agreements for the unit operation and development

WHEREAS the 011 Conservation Commission of the State of New
Mexico 1s authorized by an Act of the Legislature (Chapter 72, Laws
of 1935, as amended by Chépter 193,vLaws of 1937; Chapter 166.ALaws
of 1941; and Chapter 168, Laws of 1949) to approve this agreement and
the conservation provisions hereof; and . )
WHEREAS the parties hereto hold sufficient interests in the
Trail Canyon Unit Area covering ihe'1aﬁd_he?einafterfdeScribed to giye
reasonably'effect{ve control of operations therein; and

WHEREAS, it is the purpose of fhe pdrties hereto to conserve

through development aid operation of the area subject to this agreement
under the terms, conditions,-and limitations herein set’ forth;

NOW, THEREFORE, in conéideration of the premises and the

their respective interests in the below-defined unit area, and agree
severally among themselves as follows:

1. EM&NGMTMDMWMUW& The Mineral Leasing Act of

or valid, pertinent, and reasonaﬁie»regulations hereafter issued thereunder
are accepted -and made a part of this agreement as to Féderai Taﬁds,

provided such regulations are not inconsistent with the‘terms of this ‘
agreemeﬁi; and as to nonQFederal lands, the oil and gas operatfng regulations:
in effect as of the effective date hereof governing driinng and producing
operations, not inconsistent with the terms hereof or the laws of the

State in which the non-Federal land is located, are hereby accepted

and made a part of this agreement.
AY

2. UNIT AREA. The area specified on the map attached hereto

the unit area, containing 5758.4 acres, more or less.
Exhibit "A" shows, in addition to the boundary of the unit

area, the boundaries and 1dént1ty of tracts and leases in said area

-2-
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to the extent known to the Unit Operator. Exhibit "B" attached hereto

is a schedule showing to the extent known to the Unit Operator the
acreage. percentage, and kind of ownership of o1l and gas interests

in all land in the unit area. However, nothing herein or in said schedule
to the ownership of any interest other than such interest or interests

as are snown in said map or schedule as owned by such party;_ Exhibits

"A" and "B" shaiiibe_revised by the Unit Operator whenever changes

in the unit area render such revision necessary, or when requested

by the 011 and Gas Supervisor, hereinafter referred to as "Supervisor”

and not less ‘than five copies of the revised exhibits shall be filed

with the Supervisor, and two copies with the Commissioner of Public Lands

of the State of New Mexico, hereinafter referred to as the “Cmmnissioner“,

“and one copy with the New Mexico 041 ‘Conservation Commission, hereinafter

‘referred to as "State Commission"

The above-described unit area shall when practicable be expanded
to include therein any additiona1 1ands or shall be contracted to exclude
lands whenever such expansion or contraction is deemed to be’ necessary
or advisable to conférm'with the purposes of tnis agreement. Such
expansion or' contraction shall be effected in the foliowing manner:
(a) Unit Operator. on its own motion or on demand of the
Director of the Geologicai Survey, hereinafter referred
to asj"Director," or on demand of the Commissioner :
after»preiiminary concurrence by the Director, shall
prepare a notice of proposed expansion or contraction
describing the contemplated changes:in the boundaries
- of the unit area, the reasbns‘therefor, and the broposed

effective date thereof, preferably the first'day of
a month subsequent to the date of nottce.

(b) Said notice shall be delivered to the Supervisor and
the Commissioner and copies thereof mailed to the last
known address of each working interest owner, lessee, and lessor
whose’interests are affected, advising that 30 days will be
allowed for submission to the Unit Operator of any objections.

- (¢) Upon expiration of the 30-day period provided in the

preceding item (b) hereof, Unit Operator shall file W

-3-
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(e)

with the Supervisor and the Commissioner evidence of
mailing of the notice cf expansion or contraction and
a copy of any objections thereto which have been filed
with the Unit Operator, together with an application
in sufficient npnber, for approval of such expansion

or contraction and with appropriate jbinders.

the expansion or contraction shall, upcon approvai by

the Sppervisor and the*Commissioner, become effective

as of the date prescribed in the notice thereof.

A1l legal subdivisions of lands (i.e., 4gweeres_§ywﬁqyern:4;, ,,,,,,,,,
ment survey or its nearest 16t or tract eeuivaient;

in instances of irregular surveys unusu21ly large lots

or tracts shall be. considered in multiples of 40 acres

or the nearest aiiquot equivaient thereof), no parts

of -which are entitied to be in a participating area

on ‘or before the fifth anniversary of the effective
date of the first initiai partic1pating area estabiished

-’under this unit agreement, shal] be eliminated automaticaiiy

from this agreement, effective as of said fifth anniversary,

‘and such 1ands shall no Tonger be a part of ‘the unit

area and .shall no longer be subject to this agreement,

__unless di]igent driiiing operations are in progress L .

on unitized lands not entitled to participation on said

Fifth anniversary, in which event all such lands shall

remain subject hereto for so long as such drilling operatiens
are continued diiigentiy, with not more than 90 days'

time elapsing between the completion of one such well

and the commencement of the next such well. AN legal
subdivisions of lands not entitled to be in a participating
area within 10 years after the effective date of the

first initial participating area approved under this
agreement shall be automatically eliminated from this
agreement as of said tenth anniversary. All lands prbved
productive by diligent drilling operations after the
aforesaid 5-year period shall become partieipating*in

-4-
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the same manner as during said 5-year period. However,

when such diligent drilling operations cease, all nonpartici-
pating lands shall be automatically eliminated effective

as of the 91st day thereafter. The unit operator shall

within 90 days after the effective date of any elimination
hereunder, describe the area so eliminated to the satisfaction
of the Supervisor and Commisstioner and promptly hofify

all parties in interest. (o
If cpnditions warrant extension of the 10-year period

of not to exceed 2 years may be accomplished by consent

of the owners of 90% of the working interests in the

“ggrrent nonparticipating unitized lands and the owners

‘of 60% of the basic royalty interests (exclusive of

the bas1c royalty interests of the Un1ted States) 1n
nonpart1c1pating unitized lands with approval of the

D1rector and Connﬁssioner, provided such extension app]ication

is submitted to the Director and the Commissioner not

later than 60 days 'p'Hor to the expiration of “said 10-

year -period.

_ Any expansion of the unit area pursuant to this section e

which embraces lands theretofore eliminated pﬁreuant
to this subsection 2(e) shall not be considered automatic

commitment or recomnitment of such lands.

UNITIZED LAND AND UNITIZED SUBSTANCES. A1l land cOmﬁittéd

to this agreement shall constitute land referred to herein as “unitized
27 land" or "land subject to this agreement." A1l oil and gas in any
28 and all formations of the un1fized 1and are unitized under the terms
29 of this agreement and herein are called "unitized substances."
30 4, UNIT OPERATOR. Amoco Production Company is hereby designated
E ' ‘ ' 31 -as Unit Operator and by signature hereto as Unit Operator agrees and
| : | 32 - consents to accept the duties and obligations of Unit Operafor for
33 the discovery; develcpment, and production of unitized substances as
34 _herein provided. Whenever reference is made herein to the Unit Operator,
-5-
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such reference means the Unit Operator acting in that capacity and
not as an owner of interest in unitized substances, and the term "working
interest owner" when used herein shall 5hc1ude or refer to Unit Operator
as the owner of a working interest when such an interest ‘1s’ owned by
it.
L

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall
have the right to resign at any time prior to the establishment of
a participating'area or areas hereundér, but such resignation shall

not become effective so as to release Unit Operator from the duties

" and obiigations of Unit Operator and terminate Unit Operator's rights . .

as such for a period ofAG months after notice of intention to resign

- has been served by Unit Operator on all working interest owners, the

Supervisor and Commissioner, and until all wells then drilled hereunder

~ are placed in-a satisfactory condition for suspension or abandonment

whichever is required by the Supervisor or Commissionsr, unless a new
Unit Operator shall have been selected ehd approved and shall have
taken over and assumed the duties and;oblfg&tﬁbns‘of"Unit_Obefetor>vA
prior to the expiration of said period,

Unit Operator shall have the right to resign in Tike manner
and subject to like limitations as’abdve'provided at any time a partici-

pating area established hereunder is in existence, but, in all instances

of resignation or reﬁbval, until a successor unit operator is selected

and approved as hereinafter provided, the working interest‘owhers shall

be jointly responsible for pérfbrmahce of the duties of unit operator,

‘and shall not later than 30 days before such resignation or removal

becomes effective appoint a common agent to represent them in any action
to be taken hereunder.

The resignation of Unit Oﬁerator shall not release Unit Operator
frem any 1iability for any default by it hereunder occurring prior |
to the effective date of its resignation.

The Unit Operator may, upon default or failure in the perform-
ance of its duties or obligations hereunder, be subject to removal
by the same percentage vote of the owners of working interests as herein
provided for the selection of a new Unii Operator. Such removal shall
be effective upon notice thereof to the Supervisor and the Commissioner.

-6-
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The resignation or removal of Unit Operator under this agreement
shall not terminate its right, title, or interest as the owner of a
Working interest or other interest in unitized substances, but upon
the resignation or removal of Unit Operator beconiing effective, such
Unit Operator shall deliver possession of all wells, equipment, mater1a1s,
and éppurtenancés used.in conducting the unit operations to the new
duly qualified successor Unit Operator or to the common agent, if no‘

such new Unit Operatokas elected, to be used for fhe‘purpose of conduct-

' ing unit operétions hereunder. ANothihb herefn‘sha11 be cOnstruédAas

;fauthqffiihg“reméva1J6f eny material, éauipment and appurtenances needed.

~ for the preservation of any wells.

“‘interesis in such participating area o aiveas, Of, uit

‘‘quatified to voie are owined by onc party to

agreement terminated.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall

tender his or its resignation as Unit Operator or shall be removed

" as hereinabove préVided,‘or'a change of Unit Operator is negotiated

by working interest owners, the owners of the working interests in
the participating area or areas according to their respective acreage B

e d 29 ande 2
il L

awFal vie
area shall have been established, the owners of the working interest

according to their respective acreage interests in all unitized land,

shall by majority vote select a successor Unit Operator: 'Pravidéd./

That, if a majority but less than 75 percent. of the working interests
this agreement, a CONCUTTIng
vote.of one or more additional working 1nterest owners shall be required
to»se1éct a new operator. Such seleqfion shall not becom ‘effective
until: |
{a) A Unit Operator so selected shall aécépt in writing
the duties and responsibffifies of Unit Operator, and
(b) The selection shall have been approved by the Supervisor
and Comissioner.

If no successor Unit Operator is selected and qualified as

herein provided, the Director at his election may declare this unit

PN
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7. | ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the
Unit Operator is not the sole owner of working interests, costs and
expenses incurred by Unit Operator in conducting unit operatfons here-
under shall be paid and apportioned among and borne by the owners of
working interests, all in accordance with the agreement or agreements
entered into by and between the Unit Operator and the owners of working
interests, whether one or more, separate1y or collectively. Any agreement

or agreements entered into between the working interest owners and

‘ the Unit Operator as p;ovided in this section, whether one or more, SN

are herein referred to as the "unit operating agreement." Such unit

“operating agreement shall also provide the manner in which the working

interest ownefs'%hall be entitled to receive their respective proportionate

and allocated share of the benefits accruing hereto in conformity with

their underlying operating agreements. leases, or other independent

contracts, and such Gther rights ahd obligations as between Unit Operator

" and the working interest owners as may be agreed upon by Unit Gperzior

and the working 1nterest owners; however, no such unft operating agreement

sha11 be deemed e1ther to modify any of the terms and conditlons of

this unit agreement or to re11eve the Un1t Operator of any right or

- obligation estab]ished under this unit agreement, and in case of any

inconsistency or conflict between this unit agreement'and the unit

operating agreement, this unit agreement shall govern. Three true

r_cop1es of any un1t operating agreement executed pursuant to this section

should be filed with the Supervisor and two true copies with the Commissiener. S

prior to approval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specifically provided herein, the exclusive right, privilege, and duty
of exercising any and all rights of the parties hereto which are neces-
sary or convenient for prospecting for, producing, storing, allocating,

and distriBnting the unitized substances are hereby delegated to and shall
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be exercised by the Unit Operator as herein provided. Acceptable evidence
of title to said rights shall be depOﬁited with‘saidvUnit Operator

and, together with this agreement, shall gonstitute and define the

rights, privileges, and obligations of Unit Operator. thhing*herein.
however.’sha1l be construed to transfer title to any land or to any A
lease or opéfatfng‘agreement. it being understood that under this agreement
the Unit Operator, in its capacity as Unit Operator, shall exercise

the»rightS“of'pqssession and use vested in the parties hereto only

- for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effective

date hereof, the Unit Operator shall begin to drill an adequate test

well at a location approved by-the Supervféor. if on Federal land and if -
upon’Stétevoripaténted ]ands, such location shall be approved 6y~the,
Commissioner o State Commission pﬁlgss on such effective date a well

is being drilied codfofmab]y with thé terms hereof, and thereafier continue

such drilling difigently until-all of the formations of"Pehﬁsyivahiah*Age

“have been tested or until at a lessor depth unitized substances shall be

discovered which can be produced in paying qhantities (to wit: quantities
sufficient to repay the costs of drf]11ng,_comp]eting.'and'producing
operations, with a reasonable ‘profit) or the Unit Operator shall at

any time establish to the satisfaction of the Supervisor, if on Federal

land or to the Commissioner and thei§tafe'C6ﬁﬁis§ion:agptouue11s on State . .

or patented lands, that further drilling of said well would be unwarranted
or impractica51e;vprov1ded, howeVe;, that Unit Operator ;ha11 not in any
event be required to drill said well to a depth in excess of 10,800 feet.
Until the discovery of a &epdsitlcf unffféed'subttances‘capabie Of'béing
produced in paying quantities, the Unit Opératof shall continue drilling
diligently one well at a time, allowing not more than 6 months between
the completion of one well and the beginning of the next well, until

a well capable of producing unitized substances in paying quantities

is completed to the satisfaction of said Supervisor, if it be on Federal
land and if upon State or patented lands to the satisfaction of the
Commissioner or‘the State Commission, or until it is reasonably proved
that the unitized land is incapable of producing unitized substances in
paying quantities in the formations dri]]éd hereunder. Nothing in this

-Q.
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10, PLAN or FURTHER DEVELOPMENT AND op RATION. Within 6 monts

-

section shall be deemed to 1imit the right of the Unit Operator to resign

- as' provided in Section 5, hereof, or as requiring Unit Operator to commence

or continue any drilling during the period pending such resignation becoming
effective in order to comply with the requirements of this section. The
Supervisor and the Comm1ssioner may modify the dr111ing requirements of thfs
section by grant1ng reasonable extenstaons of time when, 1n his. op1nion,
such'act10n‘1s warranted.

Upon failure to commence any well provided for in this section

* within the time allowed, including any exténsion of time granted by the

‘ Superv1sor and the Commissioner, this agreement wi11 automat1ca11y

terminate; upon failure to continue drilling diligentiy any well commenced
hereunder, the Supervisor and Commissioner may, after 15-days’ hotice to

the Unit Operator, dec]ere this unit>agreement,term?nated.

after completion of a well capable of producing unitized substances

in pay§ngjqﬁéntftﬁes,'the Unii Operator shall submit for the approval

of the Superuisor, the‘Commissioner'and the State CommisSion an acceptable -
plan of development and ooeration for the unitized Tand which, when
epproved‘by the Supervisor, the Commissioner and the State gommission

shall coni“itute the further dri171ng and operating obligations of the

Unit Operator under this agreement for the period specified therein.

Thereafter, from time to time before the exniration of any axisting nlan, . .. - -

the Unit Operator shall submit for the approval of the'SupervisOr, the
Commissioner and the State Commission a plan for an‘adﬁitional_specified
period for the development and operation of the unitized land. ‘

Any plan submittedipursuant to this section shall provide for
the exploration of the unitized area and tor the diligent driliing necessary
for determination of the area or areas thereof capable of producing
unitized substances in paying quantities in each and every productive
formation and shall be as complete and adequete as the Supervisor, the |
Commissioner and the State Commission may determine to be necessary for
timely development and proper conservation of the oil and gas}resources

of the unitized area and shall:

-10-
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{a) specify the number and locations of any wells to be
drilled and the proposed order ani time for such
drilling; and

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

Separate plans may be submitted for separate productive zones, subject

to the approvai’of the Supervisor, the Commissioner and the State

Commission

Pians shai\ be modified or supplementeo when necessavy- te
meet changed conditions.or to protect the interests of all parties.to

this agreement. Reasonable diligence shall be exercised in complying

" with the obiigations of tre approved pian of deveiopment. The supervisor

and the Commissioner are authorized to grant a reasonable extension

of the 6-month period herein prescribed for submission of an initiai ’
plan of deveiopment where such action is Justified because of unusual
conditions or c1rcumstances After compietion hereunder of a we11 capabie
of producing any unitized substance in paying quantities, no “further weiis
except such-as may be necessary to afford protectior against operations
not under this agreement and such as may be specifically approved by the

Supervisor and the Commissioner, shall be drilled except in accordance

~with.a plan of development approved as herein provided. ,

n. PARTICIPATION AFTER DISCEYERY. Upon completion of a vell
capabie of producing unitized substances in payingrquantities or as
soon thereafter as required by the supervisor and the Commissioner,
the Unit Operator shall submit for approvai by the Supervisor, the
commissioner and the State Commission a schedule, based on subdivisions
of the public-land survey or atiquot parts thereof, of all 1and then
regarded as reasonably proved to be productive in paying quantities;
all lands in said schedule on approval of the Supervisor, the Commissioner
and the State Commission to constitute a participating area, effective
as of the date of completion of such well or the effective date of
this unit agreement, whichever is later. The acreages of both Federal
and non-Federal lands shall be based upon appropriate tomputations

from the courses and distances shown on the last approved public-land

-11-
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survey as of the effective date of each initial participating area. ﬂ

—

Said schedule shall also set forth the percentage of unitized substances
to be allocated as herein provided to each tract in the participating

area so estainShed. and shall govern the allocation of production

~commencing with the effective date of thé participating area. A separate
participating area shall be established for each separate pool or deposit
of unitized substances or for any group théreof which is produced as

a single pool or zone, ahdvany two/or more par;fcipating areas 50 established

W @ N B W W

may be combined into one, on approval of the Supervisor, the Commissioner
‘and the State Commission.. When nraductiGn from two. or more parficipating
areas, so established, fs subsequently found to be from a common pool

or deposit said participating areas shail be combined into one éffeétive

as pf»;qgh apbfopriate date as may be approved or prescribed By%the
Supervisor, the Commissioner and the State Commission. The pafficipifing
area or areas so established shall be revised from time to time, subject
to 1ike approval, to include additional land then regarded aS’reaéonably"
proved to be%brodué£ive in héy?ﬁézﬁhaﬁfit%égfdf‘héceSsary for unit
operations, Ur to exclude laid “tiién regarded as reasonabiy i:Févéé not
to be productive in paying quanfffies and the schedule of allocation
percentages' shall be revised~aétbrdingly. The effective date of any _
revision shall be thé first of the montk in which is obtainéd’tﬁe knowledge
or information on which such reﬁféioh is predicated, provi&éﬂ.‘however,

""" ‘that a more appropriate effective date Wy be used it justified by

the Unit Operator and approvgdfby the Supervisor, the Commissioner

and the State Commiésion. ‘N;‘1and shall bg excluded from a parfiéipating
area on accoﬁht of dep]etion_of the unitized substances, excebtfthat

any participating’area established under the provisions of this unit
agreement shé]l terminate automéfica11y whenever all comp]étions in

the formation on which the participating area is based are abandoned.

It is the intent of tﬁis section that a participatiﬁgfarea

shall represent the area known or reasonzbly estimated to be productive

32 in paying quantities; but, régard]ess of any revision of the participating
33 area, nothing herein contained shall be construed as requiring any

34 retroactive<adjustment for production obtained prior to the effective

35 date of the revision of the participating area.

-12-
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In the absence of agreement at any time between the Unit
Operator and the Supervisor, the Commissioner and the State Commission
as to the proper definition or redefinition of a participating area,
or until a participating area has, or areas have, been estabiished
as provided herein, the portion of-all payments affected thereby shall
be impounded in a manner mutualiy acceptabie to the owners of working

interests and the Supervisor and Commissioner. Royalties due the United

OTRY YR -. Py e
- i

-
W Wi

by the Supervisor and the Commissionér, respective1y. to -be held as .

unearned money until a participating area is finally approved and then
applled as earned or eturned in accordance with a determination of
the sum due as Federal and State royaity on the basis of such approved
participating area. ,

Whenever it is determined, subject to the approVaTrbf the

Supervisor as to wells on Federal land, the Commissioner as to wells

“on State lands, and the State Commissfon as to weiis'on‘patentédziands;" o

that a well drilled under this agreement is not capable of production
in paying quantities and inclusion of the land on which it is situated
in a participating area is unwarranted, production from such well shall,

for ‘the purposes of settlement among all parties other ‘than working

interest owners, be al]ocated to the iand on which the well is located

unless such-land is already within the participating area established

for the poOlyor deposit‘from which such production 1is obtained; Settlement
. for working interest benefits from such a well shall be made as provided

in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. A1l unitized substances produced
from each participating area established under this agreement, except any
part thereof used in conformity with good operating practices within the

unitized area for drilling, operating, camp and other production or

. development purposes, for repressuring or recycling in accordance with

a plan of development approved by the Supervisor, the Commissioner and
the State Commission, or unavoidably lost, shall be deemed to be produced
equally on an acreage basis from the several tracts of unitized land of

the participating area established for such production and, for the

-13-
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purpose‘of determining any benefits accruing under this agreement,

each such tract of unitized land shall have.allocated to it such percentage
of said produétidn as the number of acres of such tract included in

said participating area bears to the total acres of unitized land in

said participating area, except that allocation of produétion hereunder
for purposes other than for settTement of the royalty, overriding royalty,

or payment out of production obTigat1ons of the respective working

4

"fw1nterest owners, sha]] ‘be on the basis prescrlbed in the unit operating

agreement whether in conformity with the basis of allocation herein

set forth or otherwise. It is hereby agreeu*fﬁéf“EFbJﬁEtTon of unitized
substarices from a participating area shall be allcated &s provided
herein regardless of whether‘any wells are drilled on any particular
part or tract of said participating area. If any gas preducedmfrem

one participating area is used fbr'represéur1n§ or'recyclﬁng'purposes
in another part1c1pating area, the first gas withdrawn from such Tast-
mentioned part1c1pat1ng area for saTe durtng the Tlfe of this ‘agreement
1-be considered to be the gas so transferred until an amount equal
to thatTtranSferred shall be so produced for sale and such gas shall

be allocated to the participating area from which initially produced

as such area was last defined at the time of such’ Final production.

A CRHAL IR .oy

13. DEVELOPMENT OR OPERATION oF NON PARTICIPATING LAND OR FORMATIONS E
Any party hereto own1ng or contro]11ng the working 1nterest in any-
untttzed Tand having thereon a reguTar well location may with the approval
of the Supervisor, the Commiss1oner or the State Comm1ss1on, at such
party’s sole risk, costs, and expense, drill a well to test any formation
for which a participating area has rot ‘been established or to test
any formation for which a participatﬁng area has been established if
such location is not within said participating area, unless within

90 days of receipt of notice from said party of his intention to dril

" the well the Unit Operator elects and commences to drill such a well

in 1ike manner as other wells are drilled by the Unit Operator under

this agreement.

-14-




If any we11 drilled as aforesaid by a working interest owner
results in production such that the land upon which it is situated
may properly be included in a participating area, such participating
area shatl be estab]ishedvor enlarged as provided in this agreement
and ‘the well shall thereafter be operated by the Unit Operator in accordance
with the terms of this agreement and the unit operating agreement.

If any well drilled as aforesaid by a working fﬁféfest owner

¥ains sroduction in quantities insufficient to justify the inclusion =
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of thé land upon which such we115is situated in a participating area,
such well may be operated and produced by- the party drilling the same
subject to the conservation réquirementS'of thiS“agreemeni. ‘The roya1ties
in amount or value of production from any such well shall be paid as

~ specified in the underlying lease and agreements affected.

14, ,ROYALATYX SETTLEMENT. The United States and the State of New
Mexico andra11,roy5]£y aners who are entitled to take in kind a share
of the substances now unitized hereunder sha]lkhefééffer Eé’ehtitled .
to the right to take in kind its share of the unitized substances, ‘
and Unit Operator, or the ﬁorking interest owner in case of the operation
of a ﬁe11'by a workingﬂiﬁterést owner asvheréin provided fo}éin‘épeciﬁl

Eases, shall make deliveries of such royalty share taken in kind in

conformity with the applicable contracts, laws, and regulations. Settlement

for royalty interest nofétakgn in kind shall be made by working'interest>
" owners responsible therefor under existing contracts, laws and regulations,
or by the Unit Operator on or before the last day of each month for
unitized substances prbduced‘during the preceding Ea]endar month; provided,
however, that nothing herein contained shall operate to reliéve the
lessees of any land from their respective lease obligations for the
payment of any royalties due under their leases.

If qgas obtained from lands not subject to this agreement
is introduced into any participating area hereunder, for use.in repres-
suring, stimﬁ]ation of production, or increasing ultimate recovery, in

-15-
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~ provided for any gas transferred‘from any other participating area

conformity with a plan of operations approved by the Supervisor and ,5

the Commissioner, a like amount of gas, after settlement as herein

and with appropriate deduction for loss from any cause, may be withdrawn

from the formation into which the gas is introduced, royalty free as

to dry gas, but not as to any products which'may be extracted therefrom;

provided that such.withdfawal shall be at sdch time as may be provided

in the approved plan of aneratishs or a
to by the Supervisor, the Coméié?fﬁhér'hnd the State Commission as

conforming to good petroleum engineering practice; andrprovided further,

that such right of withdrawal shall terminate on the termination of

this unit agreement.
Royalty due the Unitédfsihtes Sha11_be computed as provided
in the operating regulations and patd-in value or delivered in Kind
as to all unitized substances on the basis of the amounts thereof allocated
to unitized Federal 1and($s prOVided}Herein 5tfth§”rates specified
in the respective Feﬁeth leases, or at such lower rate or rgtes as
may be authorized by law or,regu]ation; p?ovided, that for leases on
which the royalty rafe depends_on the daiiy average production per B
well, said average production shall be deternined in accorddﬁcefwfih'
the operating regulations as though each participating area were a
single consolidated tease. .
Réyalty'due as to non-Federal 1and§ under the respeciivé
leases shall be COmpﬁtéd and paid‘dn the basis of all unitized substances

allocated to such lands hereunder.

15. RENTAL SETTLEMENT; Rental or minimum'royalties due on leases
committed hereto shall be paid by working interest owners responsisle
therefor under existing contracts, laws, and regqulations, provided that
nothing herein contained shall operate to relieve the lessees of any
land from their respective lease obligations for the payment of any
rental or minimum royalty due under-their leases. Rental or minimum
royalty for-lands of the United States subject to this agreement shall

be paid at the rate specified in the respective leases from tne United

-16-
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States unless such rental or minimum royalty is waived, suspended,

or reduced by law or by approval of the Secretary or his duly authorized

representative. Rentals on State of New Mexico lands subject to this
agreement'shall be paid at the rates specified in the respective leases,

or may be réduced and suspended upon the order of the Commissioner

pursuant to applicable laws and regulations.

, 2with'respect to any lease on non-Federal land containing
provisions which would terminate such lease uiless dri1iing operatiors.
are commenced upon the lard covered thereby within the time iherein

spécified or rentals are paid for the privilege of deferring such drilling

‘opérations, the rentals required thereby shall, ﬁbtwithSténding any

other provision of this agreement, be deemed to accrue and become payable

during theAterﬁ thereof as extended by this agreement and until the

R T o

required drilling operations are commenced upon the land covered thereby
or until some portién of such land is included within a participating

area.

16. CONSERVATION. Operations hereunder and production of unitized

substances shall be conducted to provide for the most economical and
efficient recovery of said substances without waste, as‘defined‘by :

oripursuant to State or Federal law or regulation.

17. DRAINAGE. The Unit Operator shall take such measures as
the Supervisor and the Commissioner deem appropriate and adequate “to
prevent dr:ihage of unitized substances from unitized land by wells

on -land not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, con-
ditions, and provisions of all leases, subleases, and other contracts
relating to exploration, drilling, development, or operation for oil or
gas on lands committed to this agreement are hereby expressly modified
and amended to the extent necessary to make the same conform to the
provisions hereof, but otherwise to remain in full force and effect; and

the parties hereto hereby consent that the Secretary as to Federal leases

17-




1 and the Commissioner as to State of New Mexico leases shall and by

2 his approval hereof, or by the approval hereof by his duly authorized
3 representative, does hereby establish, alter, change, or revoke the
4 drilling, producing, rental, minimum royalty, end royalty requirements
5 of Federal leases and State of New Mexico leases committed hereto and
6 the regulatigns in respect thereto to conform said rejuirements to
7 the provisioné of this agreement, and, without 1imiting the generality
8 B of the féregoing, all ]eeses; subfeases. andféentracts are particularly ’
9 modified in accordance with tne'roi1owineew‘ o - _
10 A (é) The development and operation of lands subject to this
ne agreement under the terms hereof shall be deemed full
12 " performance of a11"ob1igatibns for development and opera-
13 - / tion with respect to each and every separately owned
LV S , tract subject to th1s agreement, regardless of whether
15 '  there is a%y deve1opment of any per;1cu1ar tract of |
16 , _ <the unit arr e
vii? < ~(B) Dr1111ng and producing operations performed hereunder
18 'upon any tract of unitized lands will be accepted and
19 | deemed to be performed upon and for the benefit of each
20 - ~ and every tract of unitized land, and>no=1ease shall
2] be deemed to expire by reason of failure to dr111 or
,“?2 | - rhANNAL;Yh_AMproduce wel]s situated on the Tand there1n embraced |
é3 - (c) 'Suspension of dr1111ng or produc1ng operations on aI] ?
24 ‘ unitized lands pursuant to direction or consent of the
25 " Secretary or his duly authorized representative and
26 ’ on all unitized lands of the State of New Mexico pursuant
27 to the consent of the COmmissioner,'or his duly recognized
28 representative, sha11 be deemed to constitute such suspension
29 pursuant to such direction or consent as to each and
30 every tract of unitized land. A suspension of drilling
3 or producing operations limited to specified lands shall
32 be applicable only to such lands. *
33 v (d) FEach lease, sublease or contract relating to the exploration,
34 drilling, development or operation for oil or gas of lands
35 other than those of the United States committed to this
36 agreement, which, by its terms might expire prior to the
-18-




' : S t fermination uf this ajicement, iz herely cutemled beyond
_ = ’ any such terus so provided ‘theretn so that il shail l.e.
- | ' 3 continued-in full force and effect for and during the
. 5 4 term of this agreement. |
i %»' Lo 5 (e) Any Federal lease for a fixed term of twenty (20) years
; v,; ' 7 - 6 or any renewal thereof or any part of such lease which
- é j;f,egf. -7 is made subject to this agreement shall continue in force
o : 8 ‘beyond the ‘term provided therein until the termination
:f:»,é : ' ﬁe; 9 hereof. Any other Federal lease committed hereto shall
EZE ,; E f:‘ 10 - continue in force beyond the term so orov1ded therein or |
EE?' F"A o o i no - by law as to the Iand comm1tted SO 1ong as such lease %
i?\ ng ‘ ::t;fﬁ!;t 12 . remains subject hereto,” frovided that production é
SR j%;effff_ 13 : ' is had in paying quantities under this unit agreement 3
J:\@ , K;'['?ifeagei. 14 prior to tﬁe'expir=*€on~d=te+“‘-the term of such lease, A
_E f | l T_'rt; 15 or in the event actual drf111ng operations are commenced
vf f‘l>[ l Ef?~e; 16 . R on un1t1zed land, in accordance with the provisions of
. €‘{ | ‘ };w"_ L 17 _ this agreement. prior to the end of the primary term of
. ‘é : ' V:ff i8 such lease and are being diligently proseCute& at that ]
% R o 19 time, such lease shall be extended>for'two years and so ]
EV{ N W 20 . long thereaftér as oil or éas-is produceg‘in paying
' ? . - . 21 quantities in accordance with the provisions of the Mineral
- :~;4~e 7;,Zﬁ;,,“7_"_ 22 . . lLeasing Act Revision of 1960.
Q | RS >, , 23 (f) Each sub?eaﬂe or contract relating to +he operation and
; -é o ,: s 24 development of unitized substances from lands of the United
; -% giy  ‘1 é» 25 States comitted to this agreement, which by its terms
"f S kav 26 would expire prior to the time at which the underlying
s L§‘g : e 27 lease, as extended by the immediately preceding paragraph,
!:; f | , 28 ‘ will expire, is hereby extended beyond any such term so
i é : ’ 29 provided ther2in so that it shall be continued in full
iéf” ; - R 30 force and effect for and during the term of the underlying
ﬁ S ' 3 lease as such term is herein extendeZ..
II :




| 1 | {g) The segregation of any Federal lease committed to this
1 2 agreament is governed by the following provision‘in the

3 fourth paragraph of Sec. 17{j) of the Mineral Leasing Act,
4 as amended by the Act of September 2, 1960 (74 Stat. 781-784):
5 "Any [Federal] lease heretofore or hereafter committed to
6 any such “unit] plan embracing lands that are in part
7 within and in part outside of the area covered by any

8. ... such plan ka1l 1 be segregated ints ueparate leases asto . . -
9 the lands comnitted and the lands not committed as of the
10 effective date of unitization: Provided, however, That
11 any such lease as to the nonunitized~porti0n shall gbnffﬁue
12 in force and effect for the term thereof but for not »I |
13 i less than two years from the date of such segregatibh and
14 so long tﬁereafter as ofi or gas is produced 1h>5§&1hg 4
15 quantities.”
16 (h) Any‘léase, other than a Federal lease, having only a
17 porf1on'of its lands committed hereto shall be segregated
18 as to the portion conmitted and the portion not committed,
19 and the proéisions of such lease shall abp1y separate1y to
20 - such segregated portions commencing as of the effective
21 date hereof. In the event any such lease provides for a

22 N . Tump-sum rental péymen;, such paymgpymsha?l'pqlprérafequA_“
23 between the portions so.sejregated in pfopoffion io the

- 24 acreage of the respective tracts.
25 v]9. COVENANTS RUN WITH LAND. The covenants “erein shall be con-
26 strued to be covenants running with'the land ‘with vespect to the interest
27 of the parties hereto and their successors in interest until this agree-

28 ment terminates, and any grant, transfer, or conveyance, of interest in
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land or leases subject hereto shall be and hereby is conditioned upon
the assumption of all privileges and obligations hereunder by the grantee,

transferree, or other successor in interest. No assigrment or transfer

of any working interest, royalty, or other interest subject hereto

shall be binding upon Unit Operator until the first day of the calendar

month after Unit Opérator s furnished with the original, photostatic,

or certified copy of the instrument of transfer.

20, EFFECTIVE DATE AND TERM. This agreement shall become effective
upon approval by the Secretary or hts duly authorized representative 7
and shall terminate five (5) years from'said effective date unless:

(a) such date of expiration 1s extended by the Director
__and the Commissioner, or
(b) it is reasonably determined prior to the expiration

of the fixed term or any extension thereof that the

unitized land is incapable of production of unitized

substances in paying quant1t1es in the formations tested
hereunder and after notice of fntentfon to terminate

the agreement on such ground s given by the Unit Operator
?to all partfes in interest at their last known addresses,_

the agreement is terminated with the approvaT of the

“Sopervisor. or e

(¢) a valuable discovery of un1tized substances has been
made or aocepted on unitized 1and during said initial 4
term or aoy extension thereof, in which event the agreement
shall remain in effect for such term and so long as
unitized substances can be produced in quantities sufficient
to pay for the cost of producing same from wells on
unitized land within any participating area established |
hereunder and, should product1on cease, so long thereafter
as diligent operations are in progress for the restoration
of production or discovery of new production and so
long thereafter as unitized substances so discovered
cen be produced as aforesaid, or

(d) 1t is terminated as heretofore provided in this agreement.

-27-




1 This agreement may be terminated at any time by not less than 75 percentum,

2 on an acreage basis, of the working interest owners signatory hereto;,
3 with the approval of the Supervisor and the Commissioner; notice of
4 any such approval to be given by the Unit Operator to a11’part1es hereto.
é 5 21, RATE OF PROSPECTING, DEVELOPMENT, ANDHPRODUCTION. The Director
; 6 is hereby vestedrwith authority to alter or modify from time to time
E -7 1nfhis discretion the quantity and rate of production under this agreement '
g 8 when such quantfty and rate is not fixgd pursuant to Federal or State : |
9 law or does not cofiform to any state-wide voluntary conservation or ,
1o allocation program, which is established, recognized, and generally
f 1 ‘ a¢heréd to-by the majority of operators in such State, such authority
12 being hereby Timited to alteration or modification in the public interest,
L; 13 " the purpose thereof and the public intérest to be served thereby to
e be stated in the order of alteration or modification.- Without régard
w118 to the foregoing, the Director is also hereby vested with authority
? 16 “to alter or modify from time to time in his disérétibﬁ'iﬁé”r&té'df .
; 17‘ prospecting and development and the quantity and rate of prbduction -i
3' 18 under this~agreemeht whéh such alteration or modification is in the ;
f?? 19 interest of attaining-the conservation objectives stated in this agreement Aé
; 20 and is not in violation of any applicable Federal or’State laﬁ; provided, é
g 21 further, no such alteration or modification shall be affective as to ;
"? 2z ' hﬁ&;isﬁaJSf'fﬁé'ﬁiiieWBfANEﬁaﬁéi?éamiéfio the rate of prospecting and "“"'wml
2 development in the absence of the specific written approval thereof |
24 by the Commissioner and as to lands of the State of New Mexico or‘ﬁr%vate1y é
25 owned lands subject to this agreement as to the quantity and rate of i
~1 26 production in the absence of specific written approval thereof by the i
‘ 27 Commissioner. j
28 ) Powers in this section vested in the Director shall only |
f 29 be exercised after notice to Unit Operator and opportunity for hearing
30 to be held not less than 15 days from notica. ;
31 v 22. APPEARANCES. Unit Operator shall, after notice to other parties %
32 affected, have the right to appear for and on behalf of any and all interests E
33 | affected hereby before the Department of the Interior and to appeal from |
34 orders issued under the regulations of said Department or to apply for i
34 relief from any of said regulations or in any proceedings relative to :
-22- ﬂ
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1 operations before the Depariment of the Interior or any other legally

2 constituted authority; provided, however, that any other interested
3 party shall also have the right at his own exbense to be heard in any
4 such proceeding. .
5 23. NOTICES. A1l notices, demands or statements required hereunder
6 to be given or rendered to the parties hereto shall be deemed fully given
7 if given in writing and pgrsona11y delivered to the Partonr sent’by
8 postpaid registered or certified mail, addressed to such party or parties
-9 at their respective addresses set forth in connection w1£h‘€he signatures - -
0 : hereto or to the ratification 6r consent hereof or to such other address
1 ¢ as any.such party may have furnished in writing to party sending the
12 " notice, demand or statement.
13 24. N0 WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained
T S sh§11 be construed as a waiver by any party hereto of the right to assert
15 -~ any legal or constitutional right ‘or defense as to the validity or invalidity
fé&r of any law of the State wherein said unitized lands are located, or of the
17: L Uﬁiged States, or regu]afions issued thereunder in any way,affecting'such
18 | party, or as a waiver by any such party of any right beyond his or its
19 . éuthority to waive.
20 25,  UNAVOIDABLE DELAY. A1 obligations under this agreement requiring
21 thé:UnitQOperator to commence or continue drilling or to operate on or
7z _ produce unitized substances from any of the lands covered by this agree-
.23 | ment shall’ be suSpended while the Unit Operator, despite the exercise of
24 due care aﬁd'diiigence, is prevented from complying with such obligatiohs.
gi 25 in whole or in part, by striﬁes, acts of God, Federal, State, or municipal
i  .26 Taw or agencies, unavoidable accidents, uncontrollable delays in trans-
?ﬁ § 27 portation, inability to obtain necessary materials in open market, or other
- i 28 matters beyond the reasonable control of the Unit Operator whether similar
29 to matters herein enumerated or not. Ko unit obligation which is suspended
30 under this section shall become due less than thirty (30) days after it
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1 has veen determined that the suspension is no longer applicable. Ueter-

: 2 mination of creditable “Unavoidable Delay" time shall be made by the unit
; 3 operator subject to approval of the Supervisor and Commissioner,
g 4 26. NONDISCRIMINATION. In connection with the performance of work
5 under this agreement, the operator agrees to comply with all the prov1s1ohs
6 of section 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319),
a,' 7 which are hereby incorporated by reference in this agréemeht. '
8 2n.  LOSSOF TITLE. 1In the event title to any tract of unftized
| 9 land shall fail and the true owner cannot be induced to join in this
10 unit agreement, such tract shall be automatiCale'regarded as not coomitted
n hereto and there shall be such readjustment of future costs and benefits
12 as may be required on aécount o? the loss of such title. In the event
13 .  of a dispute as to titié_53'to any royalty, working interest, or other
14 interests subject thereto, payment or delivery on account thereof may
15 © be withheld without Tiability for interest until the dispute 1s Finally
16 settled; provided, that, as to Federal and State land or 1eases, ne
17 payments of funds due the United States or the State of New Mexico
18 should be withheld, but such funds shall be deposited‘as directed by
19 the Sﬁpé?ﬁisor and the Commissioner, respective1y,’to be he]d:as unearned
§ 20 : money pending final settlement of the title dispute, and then applied
? 21 'ras-earned erreturned in accordance with sush €inal settlement, |
22 Unit Operator as such is relieved from any responsibility
23 for any defect or failure of any title hereunder,
. 24 28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any
25 substantial interest in a tract within the unit area fails or refuses
26 to subscribe or consent to this agreement, the owner of the working
é 27 interest in that tract may withdraw said tract from this agreenent
§ 28 by written notice delivered to the Supervisor, the'Commissioner and
29 the Unit Operator prior to the approval of this agréement by ihé Supervisor
30 and the Commissioner. Any oil or gas interests in lands within the
31 unit area not committed hereto prior to submission of this agreement
-24-
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25
26
27
28
29
30
31
32
33

“Tjoinder by a no u='orking*intérest"ow;ér‘

for final approva1-may therafter be committed hereto by the owner or
owners thereof subscribing or consenting to this agreement, and, if
the intenest fs a working interest, by‘the owner of such interest also
subscribing to the unit operating agreement. After operatfons are
commenced hereunder, the right of subsequent joinder, as provided in

this section, by a working interest owner is subject to such requirements

| or approva]s. if any, pertaining to such joinder as may be provided

for in the unit operating agreement. After f1na1 approva1 hereof

crmdn b -
nuoa v v

by the working intcrest owner committed hereto and responsible for

the payment of any benefits that may accrue hereunder in behalf of

‘such non-working interest. A non-working interest may not be committed

to this unit agreement uriless the.corresponding wonking interest is
committed- hereto. Joinder to the unit agreement by a working- -interest
owner, at any tlme, must be accompanied by appropriate Jjoinder to the
unit operat1ng agreement, if more than one comm1tted work1ng-1nterest
owner is involved, in order for the interest to be regarded as committed

to this unit agreement. Except as may otherwise herein be provided,

subsequent joinders to this agreement shall be effective as of the

first day of the month following the filing with the Supervisor and
the Commissioner of duly executed counterparts of all or any papers
necessary to establish effective commi tment of any tract to this agreement

unless objection to such joinder is duly made within 60 days by the

Supervisor or the Commissioner.

29. COUNTERPARTS. This agreement may be executed in any number

of counterparts no one of which needs to be executed by all parties

or may be ratified or consented to by separate instrument in writing
specifically referring hereto and shall be binding upon all those parties
who have executed such a counterpart, ratification, or consent hereto
with the same force and effect as if all such parties had signed the

same document and regardless of whether or not it is executed by all
other parties owning or claiming an interest in the lands within the

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

~— 1f as a result of any such surrender thé working interest rights

as to such lands become vested in énygparty other than the fee owner of .

the unitized substances, said party may forfeit such rights and further
benefits from operation hereunder as to said land to the party next in
the chain of title who shall be and become the owner of such working

interest.

If as the result of any such surrender or féﬁfeiturg working

such owner may:
(1) Accept those working interest riéhts subject to this
agreement and the unit operating agréement; or
(2) Lease the portion of such land as is 1hcluded in a
participating area established heretnder Subjéct to this

agreement and’ghé unit operating agreement.

B

[{3) Provide for tke indspendent aneration of any part of such . .

=y

v =

land that ara not then included withfn7a participating
area established hereunder.

If the fee owner of the unitized substances -does not accept
the working interest rights subject to this agreement and the unit
operating agreement or lease such lands as above providéd within six (6)
months after the surrendered or forfeited working interest rights become
vested in the fee owner, the benefits and obligatfons of operations
accruing to such lands under this agreement and the unit operating
agreement shall be shared by the remaining owners of unitized working

interests in accordance with their respective working interest ownerships,
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~ gathered and sold from the Tand subject to this contract after the effec= ~ =

and such owners of working interests shall compensate the fee owner

of unitized substances in such lands by paying sums équa1 to the rentals,
minimum royalties, and royalties.apbjicébIe to such 1and§ under the
lease in effect when the lands were unitized.

””An'appropriate accounting and settlement shall be made for

~all benefits accruing to or payments and expenditures made or incurred.

on behalf of such surrendered or forfeited working interest subsequent
to the date Qf'éurrén&er‘or forfeiture, and payment of ahy monies founﬂ |

to be owing by such an accounting shall be made as between the parties

~-within thirty (30) davs. In the event no unit operating agreement . .

is‘in existence and a mutually acceptabie agreement between the proper
parties thereto cannot be ronsummated, the Supé%Visor’and Commissioner
may prescribe such reasonable and equitable agreement as he deems warranted
under the circumstances. | f ] |
The exercise of any right vested in a working 1ntérest*dwnér  ' e
to reassign such working interest to the party from whom sbtained shall
be subject to the same conditions as set forth in fh{s seétiﬁn in"heéa;d‘

to the exercise of a right to surrender.

K3 TAXES. Th2 working interest owners»shall render and pay for their
account and the account of the royalty owners all valid taxes on or

measured by the unitized substances in and under or that may be produced,

tive date of this agreement, or upon the proceeds or net’proceeds derived
therefrom. The working interest owners on each tract shall and méy |
charge the proper proportion of said taxes to the royalty owners havihb
interests in said tract, and may currently retain and deduct sufficient

of the uﬁitized substances or deFivative products, or het‘prdceeds tﬁe}eOf
from the allocated share of each royalty owner to secure reimbursement

for the taxes so paid. No such taxes shall be charged to the United
States or the State of New Mexico or to any lessor who has a contract

with his lessee which requires the lessee to pay such taxes.
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32. NO PARTNERSHIP. Tt is expressly agreed that the relation

of the partfes hereto s that of independent contractor; and nothing

in this agreement contained, expressed or implied, norzany operations
conducted hereunder, shall create or be deemed to have created a partner-

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

33, SURFACE MANAGEMENT STIPULATION. Nothing in this- agreement
shall modify any special Fedéra1-lease~st1pu1£fibﬁs’r§l&t1né to surface

management, attached to and made a part of 011 and Gas Leases covering

“lands within ‘the Unit Area.

34. RECLAMATION LANDS. Nothing in this agreement shall modify
the special, Federal léase stipulations applicabie to Iands under the

Jurisdi ction of the Bureau of Reclamation.

IN WITNESS WHEREOF, the parties hereto have caused this
agreement to be executed as of the date first above written and have

set opposite their respective names the date of execution.

UNIT OPERATOR
Amoco Production Company

WORKING INTEREST OWNERS

Marathon 011 Company Inexco 011 Company

P. 0. Box 552 1801 Americana Building

Midland, Texas 79701 Houston, Texas - 77002

Southland Rdyalty Company Ponxywn. Bass

1405 Wilco Building P. 0. Box 171

Midland, Texas 79701 Midland, Texas 79701
-28-
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1 STATE OF TEXAS |
.2 COUNTY OF HARRIS {
’ 3 ~ The foregoing instrument was acknowledged before me this & U
4 day of fw)}}‘k 1-{/\' ’ lg-zi' by C. K. MENRINGER
. I as Attorney-in-Fact on beialf of AMOCO PRODUCTION COMPANY.
7 RN N2 KB LTI
AEEE 8. T _ Notary Public In and for -
S 9 Harris County, Texas

IRENE HALDAS ~ .
Notery Public In and for Harris County, Texas

— . A
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EXHIBIT “B"
TRAIL CANYON UNIT AGREEMENT
"'EDDY COUNTY, KEW MEXICO

February 1, 1974

SERIAL NO. AND BASIC ROYALTY

| | . ROYAL LESSEE OVERRIDING ROYALTY WORKING INTEREST
~TRACT  DESCRIPTION OF 'NUMBER OF EXPIRATION AND: OWNERSHIP OF . AND OWNERSHIP AND
NO. - LAND ACRES | DATE OF LEASE - PERCENTAGE RECORD 'PERCENTAGE" OWNERSHIP PERCENTAGE
Federal Acreage W
T24S-R23E - |
1 : SE/4 SE/4 40 NM 10584 USA-A11 Amoco Production Howell Sp2ar and Amoco Production Co. - 100%
M 10~-31-79 12.5% Company Ellie Spear - 4%
2 Sec. 1: Lots 1,2,3, 600 O NM 12391 USA-AT1 Marathon Charles 0. Johnson Marathon 0i1 Co. - 100%
4, S/2 N/2, | ,oJuoumo -12.5% , -and wife Evelyn C.
N/2 SE/4, W . : Johnson - 5%
SW/4 SE/4, : ,
SW/4
2 Federal Tracts: 640 acres :
Wﬂowm Acreage
T24S-R23E
3 Sec. 11: Al 640 - K-4046 State Amoco Production None Amoco Production Co. - 100%
4-21-74 12.5% Company
4 Sec. 15: N/2, N/2 560 K-4255 State Southland Royalty None Southland Royalty Co. ~100%
: s/2, S/2 7-21-74 12.5% Company
SW/4
5 Sec. 2: Lots 1,2,3, 639.2 ‘LG-277 State Amoco Production None Amoco Production Co. - 100%
4, S/2 N/2, 6-1-82 12:5% Company
S/2 4
6 Sec. 3: Lots 1,2,3, 559.2 LG-278-1 ._mamam v Inexco 0i1 Co. None Inexco 0il Co. - 100%
4,5/2 NE/4, 6-1-82 12.5%
'SE/4 NW/4, X
NE/4 SW/4, :
S/2 SW/4, |

SE/4




EXHIBIT "B" - TRAIL CANYON UNIT AGREEMENT, EDDY COUNTY, NEW-MEXICO

Page 2

. TRACT  DESCRIPTION OF

NUMBER ‘OF

SERIAL NO. AND BASIC ROYALTY  LESSEE

OVERRIDING ROYALTY

WORKING INTEREST

EXPIRATION  .AND OWNERSHIP OF AND ‘OWNERSHIP AND
NO. LAND ACRES DATE OF LEASE  PERCENTAGE RECORD PERCENTAGE OWNERSHIP PERCENTAGE
T245-R23E NMPM v L :
7 Sec. 3: W/Z /4, 520 LG-280-1 State B Inexco 011 Co. None Inexco 011 Co. - 100% |
E/2 NE/4, ” . 6-1-82 12.5% ,
SW/4 NE/4, :
S/2 _
8 Sec. 10: Al 640 L6-282-1 - State Inexco 011 Co. None Inexco 011 Co. - 100%
. , 6-1-82 12.5% - , ' .
9 Sec. 14: NW/4, N/2~ 640 | L6-283 State P. R. Bass ~ - None P. R. Bass - 100%
NE/4, SW/4 : 6-1-82 i12.5%
NG/4, SE/4, cl :
N/2 SW/4, m :
SE/4 SW/4 _ r
Sec. 15: §/2 SE/4 |
, | ] | | ‘
10 Sec. 16: All - 640 LG-284-1 'State Inexco 011 Co. None Inexco 0i1 Co. - 100%
6-1-82 112.5% . _
8 State Tracts: 4838.4 acres
Fee >nqnmmm
T24S-R23E NMPM | | , )
11 . 3: /4, 200 4-3-82 Madeline Foster, Individually None Inexco 0i1 Co. - 100%
Kw/4 Sw/4 ‘ and Madeline Foster and. Sherwood \
9: E/2 NW/4,

NW/4 NE/4

‘Foster, Co-executors of the Est. of

J. B, Foster - 12.5%




EXHIBIT "B - TRAIL n>z‘cz UNIT AGREEMENT, EDDY COUNTY, NEW MEXICO

Page 3 .
. SERIAL NO. AND BASIC ROVALTY LESSEE _ OVERRIDING ROYALTY WORKING INTEREST
TRACT  DESCRIPTION OF NUMBER OF EXPIRATION ~ AND OWNERSHIP OF | AND OWNERSHIP AND
NO. LAND ACRES DATE OF LEASE vm»nmzq>mm RECORD m PERCENTAGE OWNERSHIP PERCENTAGE
12 Sec. 14: wm““ mm““. 80 10-9-77 zanmd*am oster, Individually and .  None Inexco 011 Co. - 100%

\ and Sherwood Foster,
”ao-mxmnzn s of the mmn.<om J. B.
Foster - 12, mn ;

2 TPoe Tracts: 280 acres

Federal 640 acres

= 11.12%
State - 4838.4 acres - = 84.02
Fee , 280 = - 4,86%
- 5758.% 100 %

JDA:db o
2/064-798 | |




BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

- IN THE MATTER OF THE APPLICATION )
OF "AMOCO PRODUCTION COMPANY: " )
)
)

5181

Case No.

FOR.-APPROVAL OF TRAIL CANYON UNIT
AGREEMENT, EDDY COUNTY, NEW MEXICO.

ENTRY OF APPEARANCE

Theé. undersigned Atwood Malone, Mann & Cooter. of S

Roswell, New Mexico, hereby enter their appearance herein for
the Applicant, Amoco Production Company, with Guy Buell,

Esquire, of Houston, Texas.

ATWOOD, MALONE, MANN & COOTER

WA R

Attorneys for Amoco Production
Company

P, O. Drawer 700

Roswell New Mexico ‘88201




Docket No. 6-74

DOCKET: EXAMINER HEARING — WEDNESDAY - MARCH 13,.1974 .

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

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

Nutter, Alternate Examiner

ALLOWABLE: (1) Consideration of the allowable production of gas for
April, 1974, from seventeen prorated pools in Lea,
Eddy, Roosevelt and Chaves Counties, New Mexico;

» (2)" Consideration of the allowable production of gas from
e — five prorated’pOngmin?SaniJuan,'Rio¢Aifiba,fand
' Sandoval Counties, New Mexico, for April, 1974;

CASE 5179: Application of ‘HNG 01l Company for a unit agreement, “Lea County,
New Mexico.. . Applicant, “4n’'the abov tyled cause, seeks approval
for the Dogie Draw Unit Area comprising ‘5,122 acres, more of ‘less
of State, Federal, and fee lands in Township 26 South, Range 36
East, Lea County, New Mexico.

CASE 5180: Application of Amoco Production Company for a u.iit agreement; Lea
County, New Mexico. Applicant, in the above-styled cause, seeks
Aapproﬁal ‘of ‘the Rock Lake" Unit Area’ comprising 5760 acres, more -
or less, of State and’ fee lands in Township 22 South," Range 35
East Lea County, New Mexico.

CASE 5181: ‘Application of Amoco Ptoduccion Company for a unit agreement, Eddy
TN e 'iuuuxu.y, New  MERLCTT" HPPLLLGIIL?‘ g Lllt: &buve—SLyicu Lauac, st:t:l&b R
\\\ approval of the Trail Canyén Unit Area comprising 5758 acres;, more

“or less, of State, Federal and fee lands in Township 24 South
Range 23 East, Eddy County, New Mexico.

CASE 5182: Application of Perry R. Bass for compulsory pooling, Eddy County,
New Mexico. Applicant in ‘the above-styled cause, seeks an order
pooling all mineral’ intereésts in the Pennsylvanian formation under-
lying the W/2 of Section 15, Township 21 South, Range 27 East, |
adjacent to thé Burton Flats Field, Eddy Cout New’ Mexico, to be
dedicated to a well to be drilled at a standa location in the W/2
of sald Section 15. Also to be considered wili be the cost of
drilling and completing said well and the allocation of such costs,
as well as actual operating costs and charges for supervision.
Also to be ¢onsidered is the’ designation ‘of applicant as operator
of the well and a charge for risk involved 1n di¢illing said well.

e b T — i




CASE 5184:

CASE 5186:

CASE 5187:

Examiner Hearing - Wednesday - March 13, 1974 -2
CASE 5183: Application of Amini . 0i1 Company for an unorthodox oil well

location, Lea County, New Mexice. Anplicant, in" the above-
styled cause, seeks, as an exception to the North Vacuum Abc
Pool rules, authority to drill its Pennzoil State Well No. 2
at an unorthodox location for said pool 1780 feet from the

-South line and 460 feet from the West line of Section 36,

Township 16 South, Range 34 East, Lea County, New Hexico.

Application of Mountain States Petroleum Corporation for an
unorthodox gas well location, Chaves County, New Mexico.
Applicant, in the above-styled cause, seeks, as an exception
to the Buffalo Valley—Pennsy;vanian Pool -rules, approval for an
unorthodox gas well location for a well to be drilled at a
point 990 feet from the South and.West lines of Section 36,
Township 14 South Range 27 East, Chaves County, New Mexico. _
Application of Rice Engineering &: Operating, Inc. for aalt
water dioposal Lea County, New Hexico. “Applicant, in the
4dbove-styled cause, seeks authority to dispose of. produced

salt water into the Abo formation in the open-hole .and, perforated
interval from 8442 feet to 9150 feet in its Abo SWD Well No. 2
located in Unit C of Section 2, Township 17 South Range 36
East, Lovington Abo Pool Lea County, New Mexico.

_AApplication of Amerada: Hess Corporation for an unorthodox oil

well location and two. non-standard oil proration units, Lea County, -
New Mexico. Applicant, in the ahove—styled cause, seeks, as an
exception to the Bagley Siluro-Devonian Pool rules, the formation

“of [two-nga-standard. proration units in Section 35, Township 11

South, Range 33 East, Lea Councy,:ﬂ:" ‘Meéxica, the‘first being a 40-

B ..

acre unit comprising the NW/4 SE/& to be dedicated to appiicaat’s - - -

State  BTD Well No. 2, and the. second being an 80-acre unit com-
prising the SE/4 SW74 and. the SW/4 SE/4 -to be dedicated to applicant's
State BTD Well No. 1, proposed to be drilled at an unorthodox
location for said pool 660 feet from the South line and 1900 feet -
from the East line of said Section~35 ,

Application of Inexco 011 Company for compulsoty pooling, Eddy
County, New Mexico., Applicant, in the above—styled cause, seeks an
order pocling all mineral interests in the Pennsylvanian formation
underlying Section 17, TOW“Snlp 21 South, Range 26 East, Eddy County,
New Mexico, adjacent to the Catclaw Draw-Morrow Gas Fool, to 'be
dedicated to a well to be drilled at a standard location for said
pool. Also to be’ considered will be the cost of drilling and
completing said well and the allocation of ‘such costs, as well as
actual operating costs and charges for supervision. Also to be con-
sidered is the designation of applicant as operator of the well and
a charge for risk involved in drilling said well.’



R CASE 5190:

CASE 5191:

CASE 5192:

CASE 5124:

- v
‘ Examiner Hearing - Wednesday - March 13, 1974 -3-
£ o
o CASE 5188: _&pplication of Continental 011 Company for downhole commingling,
Lea County, New México. Applicant, in the above-styled cause,
=3 seeks uuthority to commingle Drinkard and Blinebry production in
JEy the wellbore of Its lockhart B-1 Well No. - 8 located in Unit W of
. Section 1, Township 22 South, Range 36 East, Lea County, New Mexico.
CASE 5189: 'Application of Craig Folson. for an- unorthodox o1l well location,

Chaves County, New Mexico. Applicant, in the above—SLyled cause,"
seeks approval for the unorthodox location of a well proposed to
be drilled at a point 1340 Teet from the South line and 1300 feet
from the East line of Section 12, Township 13 South, Range 31 East,
Caprock—Queeh Pool Chaves County, New Mexico. . .

Application of Union 0il1 Company of California for. pool creation and
special rules, Lea County, New Mexico. Applicant, in the above-styled
cause; seeks the .creation of a neijorrow gas pool for its Pipeline
Deep Unit' Well No. 1 located in U t J of Section 17, Township 19
South, Range 34 ‘Rast, Lea County,‘New Mexico, and for the promulgation
of special {ules therefor including a provision for 640-acre spacing.

Application of Murphy Minerals Corporation 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
through two wells into the Grayburg—San Andres formation on its Gissler

- "B" lease in Sections 11 and 12, Township 17 South, Range 30 East,
Square Lake Pool Eddy County, New' Mexico.

In the matter of. the application of the Oil Conservation Commission

- of New Mexico upon itr own motion for the extension of the follow&
7 ing poois in Lea” Lounty o

Antelope Ridge-Morrow Gas Pool
EK Yates-Seven Rivers-Queen Pool
House-San Andres Pool

Humble :City-Atoka Pool

North Shoe Bar-Wolfcamp Pool
Tres Papalotes—Pennsylvanian Pool
Wantz-Granite Wash Pool

(Continuéd from the February 13, 1974 Examiner Hearing)

Application of Belco Petroleum Corporation for compulsory pooling and
an unorthodox gas well location, Lea County, New Mexico. Applicant,
in the above—styled cause, seekg an order pooling all mineral interests
underlying the S/2 of Section 30, Township 20 South, Range 33 East,
South Saltlake-Morrow Gas Pool, Lea County, New Mexico, to be

dedicated to a well to be drilled at an unorthodox location 660 feet
from the South line and 1300 feet from the East line of said Section
30. Also to be considered will be the cost of drilling and completing
said well and the allocation of such costs, as well as actual operating
costs and charges for supervision. Also to be considered is the desig-
nation of applicant as operator of the well and a charge for risk
involved in drilling said well.

E
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Examiner Hearing - Wednesday - March 13, 1974 e

'CASE 5140:

(Continued from the February 13, 1974, Examiner Hearing)

CASE 4956:

Application of Pierce & Dehlinger for compulsory pooling, Vada-
Pennsylvanian Pool, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks an order pooling all mineral interests

~ 1in the Vada—Pennsylvanian Pool underlying the NN/& of Section.

24, Toéwnship 9 South Range 33 East, Lea County, New Mexico, to

be dedicated to the- King Resourcés 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 gaid well including a 2002 charge attributable to. any
non—consenting working intérest owner's pro rata share of said
workover costs, for the risk involved in said workover.

‘-(Beog;ned) (Continued from the February 13, 1974‘Examiner Hearing

‘Application of Pierce & Dehlinger for a determinatioén of well costs,

Lea County, New Mexico.- Appiicant,yas 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-Pennsjylvanian
Pool - thereunder ‘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 reworking and placing Baid Sheridan Well No. 1 back on
production and attorneys fees in connection therewith. Applicant
further- seeks ‘an order assessing, as a charge for the risk involved

" 'in che reworking of theé weli, 1208 Gi the pro rata sharc of the-

reasonable well costs attributable to the working interest of King
Resources.
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- Amoco Production Company
500 Jatterson Building
r.C. Box 3052 -
Rouston, Texas 77001

J. C. Burton
Division Engineer

February 7, 1974

File: DRC-986.51NM-680

Re:  Trail Canyon Unit

Mr. A. L. Porter, Jr. (3) :
New Mexico 0il Conservation Commission
P. O. Box 2088 »

Santa Fe, New Mexico 87501

Dear Sir:

.Please docket axhea:ipg;at the earliest pds;ib;é date to
consider aAmoco Production Company's application for approval

of the Trail Canyon Unit. - The Unit area comprises 5758 acres,
more or less, of‘§;§§§,_E§§g;al;andwEeg,Lands all in TZ24s,

R23E, Eddy County, New Mexico. Copies of the Unit Agredhment
-fTT- ba furnished prior’ to the Hearing. ... . .. - .

Attached is a plat showing the proposed Unit and the adjacent .
area. ’

Very truly yburs,

; Attachment

GTB:as

DOCKET MAILED

D317
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. c. ?\ ’
Coone v, OO0 4
‘ w e " “Amoco Production Company =
; ‘ 500 Jetferson Building :
. P.O. Box 3092 i
Houston, Texas 77001 !

J. C. Burton -
Drasion Engineer B ]

February 7, 1974

" File: DRC-986.31NM-680
Re:  Prail Canyon Unit

Mr. A, L. Porter, Jr. (3)
New Mexico 01l Conservation Commission

P. O. Box 3088 ﬂ | -
Santa Fe, New Mexico B7501 ' ‘ §
Dear Sir: |

Please docket a hearing at the earliut possible date to
| consider Amoco Produwction Company's applicztioan for approval
: of the Trail Canyon Uanit. %he Unit area comprises 573§ sores,
more or leas, of suta, r-daral and Pes Lands all in 248,

sod o ek i
RIJS' ‘saay wunny, Pev NemiSS. w‘;‘:: o2 ars vl :ugnms

will be furnished prior to the Hearing.

Attached is a plat :hmriag the proposed Unit and the adjmnt
ares.

Very truly yon:a p

e ki s e ™

P : | Attachment
‘ GTB:as
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ar/ /. » BEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO M

IN THE MATTER OF THE HEARING }
CALLED BY THE OIL CONSERVATION e C//
COMMISSION OF NEW MEXICO \FOR - '

CASE No. 5181
0"0‘/'/ Order No. R- :Z 2 / g
APPLICATION OF AMOCO PRODUCTION COMPANY .

. FOR APPROVAL OF THE ___ TRAIL CANYON
UNIT AGREEMENT, EDDY ™ TcOUNTY, NEW. MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
March 12 . . 19§64 , at Santa Fe, New Mexico, before Examiner
“ ota. i , |
_ NOW, on this_ day of Mar_c_-h_ . 19614, the Cannu.ss:.on,
a quorum being present hav:.ng ¢onsidered the testulony. the record,

and the recommendations of the Examiner, and ‘being" ful].y ‘advised
in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurxsd:.ction of th:Ls cause and the . su.bject
matter thereof.

(2) That the applicant, _Amoco Production Company ,

and Fee

,_-_ o e _pooks amaroval of the ,,A,ATr.a,,j-fli Canyon Lo Uﬁit ;Ag:eemgnt
5. 758 ‘l State, 'e
! covering ! ) acres, more or less, of Federal lands

described as follows:

~ _EDDY __ COUNTY, NEW MEXICO
TOWNSHIP 24 SOUTH RANGE 23 EAST , NMPM

Aol

, Se. }l' S ) 1=, 78 711
i erions 1 h B A
ﬁc#m‘ns q h 1} 2’,,

Sec)ions 14 %‘u") i@ Al




.

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

IT IS THEREFORE ORDERED:

(1) That the __Trail Canyon Unit Agreement
is hexreby approved.

(2) That the plan contained in laid unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided,’ however,

" that notwithstanding any of the provisions ¢ontained in said unit
agreement, this approval shall not be considered as ‘waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploraticn and developmer.: of any
lands committed to the unit and production of oil or gas therefrom.

(3) That the unit operator shall file with the Commission -
an executed original or executed counterpart of the unit agreement
within 30 days after the effect:.ve ‘date thereof- ‘that in the event
" of subsequent joinder by any party or expansion or contraction of
the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparts ‘of the unit agrement
reflecting the subecriptzon of those intereste having joined or
ratified

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

tarmd _;-i-.. o€ =aiA. !."..":“.t anr reauumi—o and .that (:he last unit opera-

tor shall notify the Commission :.medi.ately in writing of such

termination .

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

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.
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. BEFORE THE
NEW MEXICO OIL CONSERVATION COHHISSION
Santa Fe; New Mexico
March 13, 1974

EXAMINER HEARING

IN THE MATTER OF:
Applicntion of Amoco Production

)
)
;

Company for a unit agreement Eddy ) Case No.
County, New Mexico. )
)
2

— Gur Em e e e Ras G Gen SRS e G S e v e wmm S me s G

BEFORE: Richaxrd L. Stamets, Examiner.

TRANSCRIPT. OF HEARING

ADDEARANCES -
For the New Mexico Oil , ,
Conservation Commission: William Carr, Esq.
Legal Counsel for the
‘Commission
. State Land Office Bldg.
Santa Fe, New Mexico
For the Applicant: Guy Buell, Esq.

Attorney for Amoco

" - : Production Company
S . 500 Jefferson Bldg.
ST ' ' P.0., Box 3092
Houston, Texas

THE NYE REPORTING SERVICE
SYATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (508) 982-0386

|




.
CASE 5181
Page........ ....... 2
Y
= INDEX
JACK D, ANDERSON " . . PAGE
Direct testimony by Mr, Buell. -3 5
;
KES J. GAIZUTIS
Directf.téggi?n;ﬁy By Mr., Buell ,, 9
~ ol . EXHIBIIS
. Marked  Admitved |
Applicants Exhibits Nos.
1 through 4 . =e 15
S .
THE NYE REPORTING SERVICE
STATE-WIOE DEPOSITION NOTARIES
225 JG:HNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386
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ANDERSON-DIRECT ; 'CASE 5181

Page......... 3

‘MR, STAMETS: Call the next case., Case 5181

MR, CARR: Case 5181. Application of Amoco

Prodﬁction Compény:fOr:a unit agteemént, Eddy County, New

Mexico, ‘ _

MR, STAMETS: The record shouid show thgt the -
same witnesses as appeared in Case 5180 appear inutﬁis
Case and haveipreviou81? been sworn.

(Witness previously sworn.)

JACK D, ANDERSON
called as a witness, having been first duly sworn, was:
examined and testified as follows:
(Whereupon, a discussion was held
N bfgﬁfﬁékrecdrd.)<‘ a

DIRECT EXAMINATION

BY MR, BUELL:
| Q ’ Mr, Aﬁderson, are you the same Jack Andersom
that testified in the previous case?

A Yes, No. 5180,

Q All right, sir. 1In connection with this parti-

cular case I wish you would look firgt at what has been

jdentified as Amoco's Exhibit No. 1. What is that Exhibit?

A It is Exhibit A to the Unit Agreement, and it

outlines the proposed Trail Canyon Unit which comprises

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

T g gk ae o

e ke

IR T




57584 adres,

~the Trail -Canyon-Unit as reflected by -Exhibit Neo. 1, please]

and includes all of Sections 1, 2, 3, 9, 10, 11, 14, 15

CASE 5181
ANDERSON-DIRECT . - Page...... o

Q Would you describe the acreage included within
Mr. Anderson?
A Yes, gir. All of the acreage is located in

Township 24 Sputh, Range 23 East, Eddy Cbunty, New Hixico,

and 16, | |

Q All right, sir., Now we really have a mixed bag-
of acreage in this Unit; we have State, Fedetal“and‘feef.
How have youAdistinguished the various catggories,oh
Exhibit 17 |

WA4v“»The Federal acreage is shadfd in green, the
fee acreage is shaded in red and the State ;§¥;hgé‘is 
white.

Q - What is the acreage breakdown, Mr, Anderson?

A In this Unit the State has 4838.4 acres ﬁﬁich
represents 84,02 percent of the Unit; Federal acreage is
640 which represents 11,12 percent and the fee acreage
is 280 acres representing 4,86 percent,

Q So aéain, as in our previous case, we have a
unit here which is composed primarily, predominantly of

State acreage?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0306




ANDERSON-DTRECT | CASE 5181
: Page. ..o oD

A Yes, sir. ’

Q All right, sir. What is the‘status of working-
owners commitment to this Unit? o

A All of the working-interest ownersaﬁqve”given
their verbal commithent to the Unit except Tract Né. 9
which is ownedvby Pérty R. Basa. T

Q  That rraci‘is in two pit:;,'isn't it? -

A Yes. Pa%f;bf‘it'is in Section‘14 &nd part in
Section 15, It is a State lease contdining 640 acres,

Q All right, sir, What is youxr - percent of commit-~
ment, includiag thézPerry Basgc 640 acres? | |

A We would have 88,88 percent.

Q" TAIL right; sir. When you consider your interest |
that is committéd and the particular location of the
Perry R. Bass acreigé, do you feel that it would still
give us effectiveidberatiOnal contrdl over the Unit?

| A Yes, sir, I do.

Q Let me ask you ﬁhis: Aré you. currently nego-
tiating at this time with the representatives of Perry
R. Bass with regard to a farm-out on the acreage that we
just discussed? |

A Yes, sir, we are doing this. The working-interes

. owners that have joined in the Unit are working‘with Mr.
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1. their preliminary approval with the Unit Agreement and

ANDERSON-DIRECT : CASE 5181

Page......... 6

%Basé and we feel fh#t we ﬁiilvbe able to work out some

:type bf»agreement g0 the working-interest owners Gdﬁlé

have control of the Bass ?éte#geti

| Q All right, sir.; What about the State and Federal

ifbyalty ownership? What ﬁs the status of commitment in

~?Ehht regard? ‘ , ’
A Okay. By le;te? dgtedvFebtulrj lkth; 1974, w§

ffecéived'préliﬁihat&‘§§§€0va1“frbmithe‘USGS of the ﬁntt

~ Agreement; by letfer dated DegemberHZGth; 1973, we

- received a letter from tﬁe State Land Cbmmissioher giving

;his apﬁrova1~as‘to,the’uéit area, At this time we have

f in the Office of the Land Commissioner our xequest for

Q All right, sir; let me direct your attention
| now to what has been jdentified as our Exhibit No. 2.
What is that Exhibit? |

A It is the Unit?Agreement which is a‘1968 reprint
: of the Federal form,

Q To your knowledge has the State committed State
- entrance to a unit agree@ent such as that same form and

content, generally speaking?

A Yes.
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Q All right, sir, Let me ask you now to jump back

to Exhibit 1 if you will, I notice we've got two notches

in thiifUnic, ones in the northwest corner, and let's just

discuss that one fifst, I guess that would be Section &,
Why didn't you include Section 4 in this Uﬁit, Mr, |
Anderson? |

A Section 4 was not included. We approached the
working~-interest owner and were advised at the time that
w2 were forming the Unitkthat'that acreége was ébﬁm}tfed'to

some drilling activity to be carried on to the northwest

@ All right, sir, now let's jump on ;ver to éhﬁ
east edge of our proposed unit and I see we've got s
two-section notch there; I would guess it wouid be Seetions
12 and 13, is that correct?

A Yes,

Q Why weren't Sections 12 and 13 included?

A We had a similar story there. The working-’
interest owners were committed to a well being drilled
in Section 16, Township 24 South, Range 24 East, and at
the time we were forming the Unit their acreage was
committed and tied to that test,

Q When this Unit was discussed with both representa
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tives of the Federal Government and igprehentaiiVes of

‘the State of New Mexico, were they aware of théyconfigurl-_

tion that this Unit would be in as reflected by Exhibit

No. 17 |
! A Yes. Our first attempt at putting this Unit

tqgether‘did include Sections 12 and 13 and ueéh‘drto go
back to the State Land Commissioner and‘adviseihip'of'the

change and also we advised the USGS Eﬁif""’ﬁf""itgwpted“'to
secure'cOﬂiltmenp 6f thoie gwb‘hécfions‘ihitiaily and
were unable to do so. |

Q All right,Asir. :Havebyou-approximatély loca;ed
the position of the proposed test well in any way on
Exhibit 1?

. K T
S §

E- T2 2o 2
A y ATAS AN

‘location for the initial test weil is 500 feet from the

w?sc line, 900 fest from the north line, that'é Section
11, Township 24 South, Range 23 East. |

Q Now that's an unorthodox location is%it not,
Mr, Anderson?

A Yes, it is.

Q Why is it located in that position instead of in

&an orthodox l1ocation?

A It's the topographic terrain; it's very rough
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and rugged in that part of the country.

-Q Based on the rﬁgged,suffa¢e ccﬁditioﬁi, has the
Commission already approved administratively, based bn
waivers from all off-setting interest owners, ;h; unorthic=
dox location of ouf”prbposéd test wgllé

A Yes, they have,

Q All right, sir. Do you have anything else you

A I don't believe so, I believe that would --
'Q  (Interrupting) What about time?

A I was waiting for you to bring that up. We

" have leases in this Unit tﬂ;t expire April 21st, 1974,

It seems that the State must have issued a lot ofileases

back in '64 around April the 2lst.

A (Interrupting) We urge them to gi§e théif‘
usual expedient consideration,
Q All right; sir, other than that do you have
anything you vould’fike to add to the record?
A No, I think that will be it,
MR, BUELL: If it please the Examiner that is
all that we have of Mr, Anderson.

MR, STAMETS: Are there any questions of the
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GAIZUTIS-DIRECT L CASE 5181

j Witness? He may be excused,

(Whéreupon,:a digéug@ioh was held
off the record.)
(Witness previously sworn,)

KES J. GAIZUTIS

called as a witness, having been first ddly SWOTn, -Was

iﬁiésl§“ | | examined and testified as follows: v

DIRECT EXAMINATION
BY MR, BUELL: -

~Q  Mr, Gaizutis, you're the same Mr. Gaiiutisfﬁho

-

previously testified in Case 51802

A Yes,

Q In connection with your_testimonyjheté, would
you at first please look at what has been identified as
Amoco's Exhibit No. 3 an& state for the record what that

- Exhibit reflects?

A Amoco's Exhibit 3 is a structure map prépared on
the top of the middle Morrow or top of the Morrow clastic
interval, The structural datums are indicated in blue
and contoured in blue lines, There is also indicated in
greenish~colored triangles isopach values of the middle

Morrow sand which we feel is the main objective in the areaj

In addition, there are projected fairways or trends of
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porosiEy‘ﬁithin these sands and we feel théy are critical
to our story and are indicated in yellow and in orange,

Q Have you designated the ﬁﬁit on 9oﬁ£”E¥hi£it‘No.
37 | |

A The Unit'is outlined in greén“tape.

Q It would appear then that we're looking at a
much smaller acre:gé on Exhibit No. 3 in this case than

we were in Exhibit No. 3 in the'prévious case? .

<A Yés. Here we are looking at a small area where
we have considerable contfbl,'constdgrgﬁlégﬁew drilliang
for the Morrow as a primary objective.

Q Is that why you've mapped the Morrow here as
opposed to the Atoka on your regional map in the previous
case?

A Yes, the structure horizon is more directly
related to our main-objective~sandain this particular
area, We feel that the primary objective'sand may be the
651y one here, _

Q It might be heipful, and speed up this Gase, Mr,

Caizutig, if we now £o what has been identified as

wn
uuuuuuu 3 o

Exhibit No. 4. Identify that for the record and then
that way we will be able to jump back and forth between
3 and 4 and use them together to expedite your testimony.
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What is Exhibit No. 47
A No. 4 is-a st;atigrﬁphic cross sedficn»tﬁrough
the afea that we are propoeing our Unit., The Exhibit is
indicated A-A' with A being to the west and A' to the east
of the mapped area. | |
Q Do you have a surface trace of that on Exhibdit 37

A Yes. The Exﬁibit 4 cross section is traced on

Q It kind of forms an inverted "U" doesn't it?
A Yes. This is in response to the control in the

area and in order to take into account all ofrghe control

iﬁe‘feel is important to the story.

Q  Would you go ahead and explain the geology- of

this particular area in and around our propOSed‘Unit.uSing

as you choose éxﬁibit 3 add»ExhibiE 4, Mr,»GéizﬁtiSe

A  First of all, let me point out that production
in the area has been primarily concentrated to the avea to
the immediate northeast in the Rock Tank Field, which is
productive out of the Morrow. The production in the
Rock Tank Field Area is primarily out of the Basal Morrow
Sand which we have indicated on our Exhibit 4, or had
separated from the middle Morrow, To the south, and in the

area that we are concerned with, where our Unit exists,
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cross section in Exhibit 4. We feel, however, that the

GAIZUTIS-DIRECT _CASE 5181
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the sands become very -thin, very tight, and have notlyielded‘

any significant shows of gas. These can be seen on the

middle Morrow 91!9?i°h§'n@§;55 we designated it, does have

a very goo& chance of:having porous, permiable, weil-;
developed sands in a zone that is oufiiéed on the Bap as
the borous:miaale-Morﬁow-jand trend and designated by a
yellow outiine.‘ | |

Q Mr, éaizutié, we know we have tight Morrow to
the left of us and tight Morrcw tq.the.right»of us;
wﬁat data have youbloéked at that make you feel thé pos-
sibility exists that we'll have some good porous Morrow
?unning in a ndrthedséérly-soﬁthwéétetly,digectioq
right through our proposed Unit?

A The most critical evidence is the Shell No. 1
China Canyon Unit Well located in Section 29, Township 23
South, éange 24 FRast, which is in the center of our
Exhibit, The well shows very good sand development in the
middle Morrow interval and long analysis indicate porositie#
up to 15 percent with an average in the 9 and 10 perceat
range, We feel thet these ranges are very adequate and they

contrast to porosity values through the middle Morrow sand

intervals both to the northwest and southeast of about 4 to
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7 percent, so we feel that we have an indication here ~-
I"11 buy that it's rether slim that you haQé'One well con-
trolling the indication -- and yet we feel that regional
work indic#tes to uS'that ih’thig middle Morrow objective
w? do have orientation aligned parallel &t_the scriké.

The iéopachbvaluesfshown‘}n>gréen also tend to Shorévué

thislinterpretation. ‘We have not depicteq-an actusal iso-

pach interpretetion on this map but indicated the values,

but we do see, for example, in through here eighty net feet
of sand as opposed to 50 feet, 40 feet, 30 feet, on either
side of the proposed trend. Structurally we feel that

we'll be just on regional depth through here, The well

~in Section 12, Township 24 South, Range 23 Easty did not

penetrate the Morrow section, it TD'd at the Eééiaf Ehé?"‘"”
Atoka, but the indications from extrapolation of ﬁhe data
obtained from t* -+ -1l indicates that there is strictly
regioﬁal dip in the area. We don't feel that for this
particular prospect that structure is critical., We see
that where structure does play a dominant role or is
very‘pronounced, we see two dry holes above A zones in
Rock Tank Field, so sand quality and character seem to

be more critical.k

Q Here is the middle Morrow again our primary
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GAIZUTIS-DIRECT ' . Pige...... . 4. ..
objectivé? |
A Yes.
Q Do we - have any prosﬁects up-ébové fhe”middle

Morﬁow'as we hﬁfﬁfﬁ‘the previous case?

“ A “Yes, éhere are additional indiéa}tdns, both in
the Atoka, that has broduced marginally in the4area, and
recent  production indicated here in the C. K. Lowe Well
thag 6riginéiiy Qas classified as Canyon, now appears to

be Wolfcamp. We feel there is that shot ih our well also.

Q. Do we inteénd to arill our test wéff thrdﬁgﬁ;fhe
Morrow?

<A Yes, we will also TD in the Missi5§ippian Shale.

Q Mr. Gaizutié, do you have anythihg?ihat‘ydu

would care to add to your testimony at thiS~fime?
in the original discussion was fhe appearaﬁéefof the
faulting through the area, the?Apéche monoéliﬁe or fault
to the southwest and what is believed to be a fault behind
the Rock Lake --

Q (Interrupting) And the trace of'thbse faults
are shown on your Exhibit 3 in brown? -

A Yes, sir.

Q Is that all, Mr. Gaizutis? Is that all you
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have?

A Yes, sir.

on direct,‘Mr. Examiner, I would like to formally offer
‘Amoco’'s Exhibits 1 through 4,'1qc1u31ve.-4
MR, STAMETS: Exhibits L through 4 will be.ad-
" mitted into evidence.
y | - (Whereupon, Applicant's Exhiﬁits Nos,
1 through 4 were admitted into eQidence.)
MR, STAMETS: Mr. Gaizutis, you called that
Rock Lake, Ifbelieve you meant ROck»Tink?
MR; GAIZUTIS: Rock Tank. -

- ~vaim A wSVEIRSY . g I U PP

T RK, DL 103 “_Arﬂe”tuc(sc“'qu] "Yuweow

14
b

Witness? He may be e#Cuséd. 7 |
ﬁR.{ANDERSON: I don't believe the depth was
given, 10,800 feet, | v
MR, STAMETS: Anything further in this case?
MR, BUELL: No, sir, Mr., Examiner, ‘
MR, STAMETS: 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;

I do hereby certify that the foregoing is
a complete record of the proceedings in

the Examiner hearing of Case Ho.gﬁ?ﬁ!}ﬁﬂ
néard by me on..._... 2 LA Y.
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'BEFORE THE

NEW MEXICO OIL CONSERVATION COMISSION

Santa Fe, New Mexico
March 13, 1974

IN THE MATTER OF:

Application of Amoco Production

County, New Mexico.

D)
)
3
Company for a unit agreement, Eddy ) Case No.
)
2
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BEFORE: Richard L. Stamets, Examiner.

TRANSCRIPT OF HEARING

APPEARANCE.S

— T man  wme | wtee e tum vt W

For the New Mexico 0il

Conservation Commission:

William Carr, Esq.

Legal Counsel for the
Commission

State Land Office Bldg.

Santa Fe, New Mexico

For the Applicant: _ Guy Buell, Esq.

Attorney for Amoco
Production Company
500 Jefferson Bldg.
P.0. Box 3092
Houston, Texas
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MR.ASTAMETS: Cali thé>next case, Case 5181

MR, CARR: Case 5181, Application of Amoco )
Production Cbmpaqy for”g unit agreement, Eddy Cd&ncy, New
Mexico, | | ' ' - T

MR, STAMETS: The record should show that the
gime witnesses as appeared in Case 518b appeir;in-tﬁis
Case and have previcusly been sworn.

(Witness previéusly,sworna)

JACK D, ANDERSON

called as a witness, having been first duly sworn, was
examined and tesgtified as follow§é | |
(Whereupon, a discussion was held
off the.record.)

DIRECT EXAMINATION

BY MR, BUELL:
" Q Mr, Anderson, are you the same Jéck Anderson
that testified in the previous case?

A Yes, No. 5180,

Q All right, sir., 1In connection with this parti-
culér case I wish you would look first at what has been
identified as Amoco's Exhibit No., 1., What is that Exhibit?

A It is Exhibit A to the Unit Agreement, and it
outlines the proposed Trail Canyon Unit which comprises
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fee acreage 1s'§haded'{p red and the State acreage is

CASE 5181
4

ANDERSON-DIRECT
5758.4 dcres.

Q Would you describe the acreage‘includcd within
the Trail Canyon Unit as reflected by Exhibit No. 1, please|
Mr. Anderson? | | o

A Yes, sir. All of the gcrgage-is 19c£:ed~%n
Tuwnsﬁip‘zaaSOuch, Range 23 Eqsg, Eddy COthy; Neﬁ H;xico;
and includes all of Sections 1, 2, 3, 9, 10, 11, 14, 15
and 16. o |

Q  All right, éir;. ﬁow:we,really have a mixcdybcg‘
of acreage in this Unit; we have State, Federal and fee.
How have you distinguished the variﬁus éagegpriés:dﬁ _
Exhibit 17 | -

A The Federal acreage isfshaded in green, the

white,

Q What is the acreage breakdown, Mr. Andefsod?

A In this Unit the State has 4838.4 acres which
répfesents 84,02 percent of the Unit; Federal acreage is
640 which represents 11,12 percent and the fee acreage
is 280 acres representing 4.86 percent,

Q So "again, as.in our previous case, we have a
unit here which is composed primarily, predominantly of

State acreage?
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Perry R. Bass acreage, do you feel that it would still

"give us effective oPerationai control over the Unit?

ANDERSON-DIRECT | CASE 5181
: - - e - Paqes

A Yes, sir. ,

Q All right, sir. What {s the status of korking-
owners commitment to this Uniﬁ? '

A All of the workingéin§s£E§E owners have 81V§ﬂ
their verbal commitment to the Unit except Tfaét No. 9 47”
which is owned bf‘Pérry R. Béss.,‘

Q | That’Traét‘is in t&o parts, isn't it? |

A Yes. Part of it is in Section 14 and barc in
Section 15, it is a State Iéase contéining 640 acies.

Q All right, sir, Wﬁit is your percent of commit-
ment, including the Perry»Basg 640 acres? |

A We would‘,hiave ‘88..8;:8_;‘i‘p;e.rcient. .

Q All right sir. WEén you considet your interest

that is committed and the péfticulaf location of the

A Yes, sir, I do.

Q Let me ask you this: Are you currently nego-
tieting at this time with the representatives of Perry
R, Bass with regard to a farﬁ-out on the acreagé that we

just discussed?

A Yes, sir, we are doing this. The working-interest

owners that have joined in the Unit are working with Mr.
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ANDERSON-DIRECT CASE 5181

Bass and we feel that we will be able to work out soms
type of agtgement 80 the working-interest owners would
have control of the Bass acreage.

Q All right, sir. What about the State and Federal
royalty ownership? What is the status of commitment in
that regard? ~

A Okay. By létter:dnted February lé4th, 1974,:uc
fgceivéd_ﬁfeliminafy appfoVa; from the USGS of the Unit
Agreement; by letter dated December 26th, 1973;‘we'
received a letter from the State Land Commissioner giving

his approval as to the Unit area. At this time we have

in the office of the Land Commissioner our request for

their preliminary approval with the Unit Agreesment and
the attachments;héf;ﬁﬁ. o X | i

Q ‘All right, sir, let me diréct,your attention
aow to what has been identified as our Exhibit No. 2.
What is that Exhibit?

A it is the Unit Agréement which 18 a 1968 reprint
of the Federal form,

Q To your knowledge has the'State conmitted State
entrance tora unit agreement such as that same form and
content, generally speaking?

A Yes,
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working~interest owner and were adviked‘at the time that

12 and 13, iz that correct?

ANDERSON=DIRECT ~ Page...o i

Q  All right, sir. Let me ask you nbw té Jump back
to Exhibit 1 if you will. I notice we've got two notches
in this Unit, ongpriq the northwest corner, and lét's Just
discuss that one‘first; I guess that would be Sectfon &.
Why didn't you include Section 4 in this Unit, Mr.

Anderson?

A Section 4 was notﬂinciﬁded. We apptocéped‘the

we wéreAforming‘thé Unit that that aﬁteagévaS committed'td‘
some drilling activity to be carried on to the northwest
of thiélproposed~Unit;

Q - All right, sir, now let's jump on ovér to the

east edge of our proposéd unit and 1 see we've got a

3

‘two-gection notch there; I would gusss Lt would-be Cestione |

A Yes.

Q Why weren't Sections 12 and 13 included?

A We had a similar story there., The working-
interest owners were committed to a well being drilled
in Section 16,‘Township 24 South, Range 24 East, and at
the time we were forming the Unit thelr acreage was
committed and tied to that test,.

Q When this Unit was discussed with both representas
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tives of the Federal Government ind representatives of

the State of New Mexico, were they aware of fhe configure-

‘tion that this Unit would be in as refiectéd by Exhibit

No. 17
A Yes. Our first attempt at putting this Unit

together did include Sections 12 and 13 and we had to go

back to the State Land Commigsioner and advise him of the
change and also we adviszed the USGS that we attemptad te

. secure commitment of those two sections inltiélly and

were unable to do so.

Q All right, sir. Have you apprcximately located .
ghg'pesigigg~g£fshe prepeeééhéest well in any way on
Exhibit 17

A Yes. it is indicated.

Y Y e

- location for the initial test well is 500 feet from the

west line, 900 feet frow the north line, that's Section
11, Township 24 South, Range 23 East.

Q Now that's an unoxthodox location is it not,
Mr, Anderson?

A Yes, it is.

Q Why is it located in that position instead»of in
an orthodox location?

A It's the topographic terrainj it's very rough
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back in '64 around April the 2lst.

ANDERSON=-DIRECT | CASE 5181
, Page..... .. 8. ...

and'rugged'in thut-part'éf¥the;country. _
Q Based on the rugged surface'cohditions,~has the

Comniasionalready gpp£§ved administrativel&,{based bnv |

waivers from aii“affiiéffi - - |

dox location of our propose test-weli?

A Yes, they have.

Q All right, sir. Do you have anything else you

‘care to add at thisﬁtime,nnr.}hndersoﬁ?

A I don't believe so, I believe that would --
Q ‘(Interrupting) What about time?

A I was wéiting for you to bring that hp. We

"have leases. in this Unit that expire April 2l1st, 1974,

It seems that the State must have 1ssqed a lot of leases -

Q Are you again urging the Examiner to ?-

A (Interruptihg) We urge them tb'give their
usual expedient consideration,'

Q All right, sir, other than that do you have
anything you would like to add to the recoxrd?

A No, I think that will be it,

MR, BUELL: If it please the Examiner that is

all that we have of Mr, Anderson.

MR, STAMETS: Are there any questions of the
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Page ... 9. ...

Witness? He may be excused.
(Whereupon, a discussion was held
off.the»reqord.)
| (Witness prev?ouslyﬁstrn.)

KES J. GAIZUTIS

called as a witness, héVing been first duly sworn, was

examined and téstified as follows:

DIRECT EXAMINATION

BY MR, BUELL: o

Q Mr. Gaizutis, you're the same Mr. Galzutis who
previously testified in Case 51807

A{ Yes.

Qv In connection with fourrteétimony here, would
you at first please look at what has been identified as
Amocofﬁ‘ﬁxhibit4§§,-5 And #taté fof fheyrgéérd ﬁhg§ th¢t
Exhibit reflects? |

A Amoco's Exhibit 3 is a structure map prepared on
the top of the middle Morrow or top of the Morrow clastic
interval., The structural datums are indicated in blue
and contoured in blue lines, There is also indicated in
greenish-colored triangles isopach values of the wmiddle

Morrow sand which we feel is the main objective in the area

In addition, there are projected fairways or trends of
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porosity within these sands and we feel they are critical
to our story and are indicated in yellow and in orange.

Q  Have you designated the Unit on your Exhibit No.

31?

A The Unit is outlined in green tape,

"Q It would appear then that we're looking at a

oni Exhibit No. 3 in this case than

we were in Exhibit No. 3 in the previous case?

A Yé;; Here we are lookidé at a,smallblria?where
we have considerable control, considerable nCW*drﬁlliqg
for the Morrow as a primary objective,

Q Ié that why you've mapped ﬁhe Morrow here as -

opposed to the Atoka on your regional map‘in the previous

 case? .

A eg, the structure horizon is more diréétly

related to our main-objective saﬁd in this particular
area, We feel that the primary;objective sand may be the
only one here, |

Q It might be helpful, and speed up this Gase, Mr.
Caizutis, if we go now to what has been identified as
Exhibit No. 4. Identify that for the record and then
that way we will be able to jump back and forth between

3 and 4 and use them together to expedite your testimony,
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—-dndicated A-A'! with A being to the west and A' to the east

this particular area in and around our proposed Unit using

GAIZUTIS-DIRECT | 7 CASE 5181
Page......... 11

What is Exhibit No., 47

A No. 4 in a stratigraphié cross section through
the area that we are proposing our Unit. The Exhibit is
of the mapped srea. .

Q Do you have a-surfaCe trace of that on Exhibit 3?‘

A Yes. The Exhibit 4’dr653 section is traced on |
the map and ihdicatéd,ag'A-A!ian& traced in green,

Q It kind of formS'anjinGefted "y" doesn't it?il

A Yes. This is in response to the control in the
area and in oider to takerin:; #dcoudt all of the cqn:rol>
we feel is important to the story.

Q  Would you go ahead and explain the geology of

as you choose Exhibit 3 and EXhiB{t 4, Mr., Gaizutis,

A  First of all, let ﬁe innt out that production
in the area has been primarily concentrated to the area to
the immediate northeast in the:Rock Tank Field, which is
productive out of the Morrow, Tﬁe production in the
Rock Tank Field Area is primarily out of the Basal Morrow
Sand which we have indicated on our Exhibit 4, or had
separated from the middle Morrow, To the south, and in the

area that we are concerned with, where our Unit exists,
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the sands become very thin, very tight, and have not yielded

‘cross section in Exhibit 4. We feel, however, that the

~right through.

GAIZUT1S-DIRECT ' CASE 5181
‘ Page......... ... 12 .

any significant shows of gas. ‘These can be seen on the

middle Morrow clastic sands,as we designated it, does have

2 very good chance qf’héving porous, permiable, weli-
developed sands in a zone that is outlined on the map as
the'pcrops-midd1é~ﬁbrfow-§and;trend and déé;gnthd by a
yellow outline,

Q  Mr, Galzutis, we know we have tight Morrow to
thé left of us andrtight_Mbrrow to the right of us;
what data have you looked at that make you feel the pos-
sibility exists that we'll have some good porous Morrow

running in a northeasterly=-southwesterly -direction

1]
12

e}

nr. . nYranne
- | 3maiiagl Yiadiead

A mh
ik

£3 S

[ £ad

1 evidence is the Shell Neo, 1

(¢}

3
M}

51

t-cr

0
)

o
China Canyon Unit Well located in Section 29, wanéhip 23
South, Range 24 East, which is in the center of our

Exhibit, The well shows very good sand de#elépment in the
mi.ddle Mbrtow interval and long analysis indicate porositie1
up to 15 percent with an average in the 9 and 10 percent
range. We feel that these ranges are very adequate and they
contrast to porosity values through the middle Morrow sand

intervals both to the nor:hwest and southeast of about 4 to
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‘ 7 percent, so we feel that we have an indication here ~~

I'll buy that it's rather slim that you have one well con- |

. o Wtroiliﬁgktﬁé”ihﬁioéfioh";*'éﬁﬁ”yéf”wé feel that regional

wofk jndicates €o us that in this middle Morrow objective
we do-have orientstion aligned parallel at the strike.
The ioopach values‘shown'in green also tend to shorexup
this;intetpretation; ‘We have not dgpiotod~an~actuai 1¢¢-“

pach interpretatioo on this map but indicated the values,

but we do see, for example, in through here eigty net feet
‘of sand as opposed to 50 feet, 40 feet, 30 feet, on either -
side of the proposed trend, Structurally we feel that
: Q;s | we'll be Just on regional depth through here.' Ihe well
—i j ">Vin Section 12, Township 24 South Range 23 East, did not o
‘ penetrate the Morrow section, it TD'd at the top of the
Atoka, but the indications from eitrapolation of the data
obtained from that well indioates that there is strictly
regional dip in the‘area. Wo don't feel that for this
particular prospect that structure»is critical, UWe see
that where structure does play a dominant role or is
very pronounced, we see two dry holes above A zones in
Rock Tank Field, so sand quality and character seem to
be more critical,

Q Here is the middle Morrow again our primaxy

T T tos orossrian s A
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GAIZUTIS-DIRECT P 14 1
£\ L SR i
AN bbjective? -
e . ) . ' .
; " )
: A Yes.
i
S Q Do we have any prospects up above thie middle
| Morrow as we had in the previous case? . %
, ad . i e |
A Yes, There are additional indications, both in

the Atoka, that has'proauced marginally in the areé,;and‘

recent production indicated here in the C. K. Lowe w§;1

that originally was classified as Canyon, now appears to

be Wolfcamp. We feel there is that shot in our well also.

Q Do we intend to drill our test well through the
Moxayow?
o : A Yes, we will also TD in the Mississippian Shiié.

Q Mr. Gaizutis, do you have anytﬂing that you

il : niil A an v iba  adA. kalaraiivobasbimanes b okhda bdmanio oo L
TV N Yl o Ak o A B Tl 4 Jvu-ﬁ N Ve A e A FRAW A S - YA A A S o JudiINE & e R i
A The only other mention that we did not include

in the original Giscussion was the apﬁearénce of\thé
faulting through the area, the Apache monocline or'fauIﬁ
to the southwest and what is bélieved to be-a faultkbehiﬁd
the Roék Lake --

Q (Interrupting) And the trace of those faults
are shown on your Exhibit 3 in brown?

A Yes, sir,

_ Q Is that all, Mr. Gaizutis? Is that all you

e
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have?

A Yes, sir.

MR. BUELL: That's all we have of Mr, Gaizutis

~on direct, Mr. Examiner. I would like to formally offer

 Amoco's Exhibits 1 through 4, inclusive.

MR, STAMETS: Exhibits 1 through 4 will be ad-

mitted into evidence. _ |
(Whereupon, Applicant's Exhibits Nos.

1 through 4 were admitt§d~into evidence.)

MR, STAMETS : 'M&;‘Giiéﬁfis; you?cailedqtﬁﬁt'i‘
Rock Lake, I believe you weant Rock Tank?

MR, GAIZUTIS: Rock Tank.

MR, STAMETS: Are théte‘any questions of the

Witness? He may be ercused,

IR, gﬁﬁéﬁgéﬁ?"-jfﬁéﬁ‘ﬁgﬁéiiébé“Ehi“ﬁiﬁiﬁTﬁii”"”'M o

given, 10,800 feétg
MR. STAﬁETS; Anything further in this #iac?
MR, BUELL: No, sir, Mr. Examiner, |
MR, STAMETS: We will take the case under =~

advisement.
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COUNTY OF SANTA FE

CASE 5181

STATE OF NEW MEXICO )
‘ SS.

N at®

I, RICHARD L, NYE;QCourt Reporter, do herbﬁy certify

.that the foregoing and attached Transcript of Hearing

before the New beieo o1l Conservation Commission was

" reported by me, and ‘the ‘same ig a true and correct record |

of the said proceedings, to the>best’o£ my knowledg;, skill

and abllity.

RICHARD L. WYE, Court Reporter

{ do héreby certify that the foregoirg is
a cozuplete record of the prooeedi?_s in
the Examiner heagng of Case No

New lexico 011 domrvatton Qomisginn
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