CASE 2141: Application of HONOLULU__
¥oF Bpproval of its NcKITTRICK T

_gANYON UNIT AGREEMENT.
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ALBUQUES QUE, NEW MEXICO

BEFORE THE
OIL, CONSERVATION COMMISSION
SANTA FE, NEW MEXICO
DECEMBER 12, 18540

I THE: MATTER OF: :
CASE 2141 Application of Honolulu 0il Corporation for ap-:
proval of a unlt agreement. Applicant, in the :
above~styled cause, seeks approval of its McKit-
trick Canyon Unit Agreement, which unit is to
embrace A708 acres of Federal, State and fee
lands in Township 22 South, Ranges 25 and 2% :
East, Eddy County, NVew Mexico. :

S e e Ml ew M e em M me A0 e e au am es Mm em MM ae e em e - ee o et o -

BEFORE:

Elvis A. Utz, Exaniner.

b e S e e S e e e e e e e e e w— . —— —

MR. UTZ: Case 21L1.

MR. MORRIS: Case 2141. Application of Honolulu 0il
Corporation for approval of a unit agreement.

MR, BRATTON: Howard Bratton, Roswell, Wew Mexico, appear
ing on behalf of the applicant, Honolulu 0il Corporation. We have
two witnesses, and I agk that they be sworn. |

(Witnesses sworn)
MR. UTZ: Any other appearances in this czoss? (Vo respon
TRO RRADY,
called as a witness, having been first duly swovrn, testified as

follows:

se)
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DIRECT EXAMTINATION

BY MR. BRATTOM:

Q Will YOu atate your neme, occupation and address?
A Leo - 0. Brady, Division ILineman, Honolulu, !Midland, Texas
Q Are you familiar with the matters contained in the oppli-

cation in Case 21;1, the ares unéér'considefation, and the unit
agreement?

A Yes, sir.

Q A1l right, sir. Will you state the avea covered by the
propoged unit agreement?

A "The ¥nlt agreement embracecg the east half of Section 22, 211
of Sections 23, 24, 25 and 25. The east half of Section 27. The
east half of Section 3li, and all of Sections 35 and 36, Township 22
South, Range 25 Bast, and all of Sections 19, 30 and 31, Township 2
South, Range 26 East Eddy County, New Mexico containing 6708,28.

| Q And in the unit area there are 5200 acres. Federal lands
approximately 1270 acres of State land and 160 acres of fee land?

A Yes, sir.

Q Mr. Brady, has a copy of the proposed unit agreement whic

|has been turned in with the application in this case, has 1t not?

A Yes.
Q We.would ask that it be marked as Exhibit No. 1 in the
casé.
MR, UTZ: All right, sir,

(Whereupon, Applicant's Exhibit

o
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No. 1 marked for identificééion)

Q (By Mr. Bratton)} Referring, then, Mr. Brady, to your
Exnibits in the blue folder, will you explain what Exhibit No. 2
is?

A Exhibit No. 2 in the biue folder is an exhibit to tne

U

unit agreement, It is a plat map showing the area outlined and th
next of acres Federal, State and Fee lands and also indicates the
area, number 6f leage and another working Interest owner, and the
number of acres in each lease. The tract, the nominaftion refers
to tract n;ﬁber and Exhlbit B to the ugit agreement.

Q Now, the unit agreement referred to, Mr. Brady, 1s that

a typical Féderal participating area type of unit agreement?

A Yes, sir.
Q And Honolulu 1s the unit operator?
A Yes.

Q What does the dnit agreement provide for by way of test
well? |

A The agreement provides for drilling of an exploratory
well’td‘test the Devonian formation which 1s expected to be en-
countered at approximately 12,000 feet.

Q And you have stéted, Mr, Brady, this is a standard and -
Federal type of unlt agreement?

A Federal type participating.

Q Have you recelived tentative approval of thils unit both

as_to_form and content and designation of area from t ]
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Geological Survey?

A Yes, sir.

Q that was in the form cof an informallverbal approval gilve
by the Director of U,S.G.S. to Mr. Eklahd in Washington?

A Yes.

Q Has this matter been submlited to the State Land Com-

migsioner?

A Yes, sir.
Q And have you received tentative approval as to the form

“and content and designation of the area from the State Land Com-

missidner?

A Yes, sir, we recelved an oral approval,

Q Final appfoval has been delayed by processing and 111~
nesses within tne Land Office?

A Yes.

A Mr. Brady, nhave you obtalned comment or ratifilcation by
agreement with the working 1nterest‘owner and royal@yioverriding
working interest owners?

A Yes, sir, we received 100 percent oral approval by the
working iﬁterest owners, The agreement is not being circulated - .

2 ’

for'gignature before we nave obtained ratification by 100 éercent

"of the Federal overriding royalty owners and we have received apc,

proximately 50 percent of approval of fee owners and the rat-
1fication 1s nuw boins ~ireulatéd among the remainder ot the fec

owners.,

[
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Q So that all have a very high percentage of agreement to

the area unit?

A We will obtain 100 percent approval.

at = Q As to the unit operating agreement, Mr. Brady, among the
: operators, is it an undivided interest agreement?

F ) o
: A Yes. It is a, what would be termed the fully participatf

wal )
' ing interest whereby all the working interests share in all costs

E, Inc.

~
A

and all production and a proportion of their interest in the unit

area.

F¥

Q But the royalty and overriding interest owners are gov-

ek

J

erned by the unit agreement which 1s a standard participating area

A It 1s provlided 1n Paragraph 11 in the unit agreement.

. Q There are expanding and contracting provisions?
Yes, sir. ) '

L nS ) |
Vg Q And are there any wells-~- : |

i A Section 26 of the agreement--

R |
. Q Are any wells drilled or drilling in the unit area? , .
" A No, sir -- yes, our well,
nd s ‘

‘ Q Now, Mr. Brady, you say "our well," you are referring

DEARNLEY-MEIER REPORTING SERVIK

ALBUQUIERQUZ, MEW MEXICO

to the unit well?

A Yes, sir. _
?‘“ Q Would you explain to the Commission the status of that
well? |

A Well, we started this well during the month of October

'niUMnﬂLiHLJﬂKLJﬂl+_l_MQKiﬁﬁri£K~Can#Qn :
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ing at approximately 6,000 feet.,

Q And that 1s the well which will be the 1nitilal test well
under the unit agreement?

A Yes, sir.

Q And by virtue of the fact that well is not drilling, you
would appreciate every expeditious treatment that could be granted
to this application?

A Very much so.

Q All right, sir. Mr. Brady, you are the Division landman
and you have checked the ownersnhip and status of ownership as re-

flected in the Exhibit, haven't you?

A Yes.
Q Is there anything else you would care to bring‘out, Mr,
Brady?

A I belleve not.
Q Was Exhibit No. 2 prepared by you or under your super-:
vision?
A Yes, sir,
MR, BRATTON: Our second witness will be -~ excuse me,
you might have questions of this witness at this time.
MR, UTZ: Did you want to introduce 1 or 2 at this g;me?
ﬁR. BRATTON: I would offer in evidence Exhibit 1 and 2.

MR, UTZ: Exniblits 1 and 2 will be entered into the

record.

(Whereupon, Applicant's Exhibits
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1 and 2 were received in evidence)
CROSS-EXAMINATION

BY MR. PAYNE:

Q Mr. Brady, what did you use in determing the size of the
unit?

A 1 believe that will be covered more fully by Mr. Hoy,
geologlcally.

Q Do you know the unlt agreement provides for the test wel
each six months.

MR, PAYNE: Thank you.

(Witness exéused)
GEORGE R. HOY,
called as a witness,; having been first duly sworn, testified as
follows:
DIRECT EXAMINATION
Bf MR, BRATTON:
“Q Will you state your name, address and occupation?
A George R. Hoy. I ém_employéd in Midland, Texas by Hono-
ilulu 011 Corporation as Division Drilling and Proration Englineer,
Q How is that spelied?
A ‘H-O'-#y.’
o Have you previously testified before this Commission and
are your qualifications as an engineer a matter of record?

A Yes, sir, they are.

e




o §+d
Y

b3

k3

Y

:;‘G

b

Cora

:SQ

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

. PHONE CH 3-6691

PAGE 8§

Q You are familiar with the matters contalned in the sub-
ject application and with the proposed McKittrick Canyon area?

A Yes, sir.

MR, BRATTON: Are the witness! qualifications acceptable

MR. UTZ: Yes, sir, they are,

(Whereupon, Applicant's Exhibit
‘No. 3 marked for identification)

Q Now, Mr. Hoy, ﬁéfefring to what has been marked as Ex-
hibit 3 in the blue folder, will you explain what 1t is and what
it shows?

a It is a subsurface map contoured to the top of the
Devonian formation. Also showlng a gravity anomaly which 1s out-
lined in green. The top of the Devcnian peing outlined in blue.

It also covers the unit area involved 1in this application on the

surrounding lines,

you explain everything on Exnhibit 3 you desired to?

A Yes sir.

(Whereupon, Applicant's Exhibit No. 4
marked for identification)

Q Referring to what has been marked as Exhibit 4, would
you explain that?

A On‘referring to Exhibit No. 4, which is a plat map of
the unit area and also surrounding land. On Exhibit No. I in

Section 23, Township 22, South, Range 24 East Northern Natural

Q Excuse me, Mr. Hoy. I left you there for a minute. Did

J

Gas_McKittrick No. 1 drilled to the total depth to 20,830; in
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Section 20, Township 22 Soutih, Range 25 East. Standard No, 1 wWell
drilled to tﬁé 1,354. The right-hand side of Exhibit 4 notice
Humble Federal No. 1 Well, which is a well drilled to the 14,865
feet. From these three wells and other wells on Exhibit 4 we have
contoured the top of the Devonian shown on Exhibit No. 3. As I
have stated previously, the green lines depiét gravity anomaly
which lies within the unit area of the proposed application of tne

McKittrick Canyon unit.

Q (Whereupon, Applicant's Exhibit
No 5 marked for identification)

Q All right, sir., Would you refer to Exhibit No. 5, Mr.
Hoy, and explain what;that is?

A Exhibit No. 5 is colored photograph of a cross=sectlon
golng from northwest to southeast througn the wells that I have
mentioned previously which are shown on Exhibit No. 4.

(Whereupon, Applicant'sﬁExhibit
No. 6 marked for ildentification)

Q In referring, tken, to your Exhibit No. 6, Mr. Hoy,

would you explain what that is?

A Exnibit No. 6 is a stratigraphic sectinn of the interval

we expect t0 penetrate in drilling this McKittrick Canyon well,

We cxpecied to contour the top of the Devonian 11,800, at our

primary objective., 0il and gas symbol zone on this Exhibit in-

dicate further possible pay zones in the Wolf Canyon Morrow and

S0 On,
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) Mr. Hoy, in your opiinion, does the proposed unit area
cover substantially all of that geophysically reflected on Exhibit

No. 3?7
A Yes, sir, it does.

Q Do you believe that the proposed boundaries qf the unit

o

area encompass a sufficient area to assure adequate‘control of the

structure?
A Yes,
Q Do you believe it does not cover excessive acreage?
A We do not think so, no.

Q Mr. Hoy, in your opinion; will the granting of this ap-
plication be in the interest of conservation and protection of
correlative rights?

A Yes, sir.

Q And do you believe that in the event 0il or gas were
found in the unit, the unit agreement will permit a more economic
and efficient recovery of the unitized substances?

A Yes, I do.

Q@ = Is there anything else you care to point out in connecs-
tion with this application of any of the Exhibits you have dis-
cussed? :

A o, sir, L have nothing }urther.

Q Were Exhibits 3 through 6 prepared by you or under your

supervision?

A Yes, sir, they were prepared under my supervision.
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~MR_ BRATTON: We would offer in evidence Exhibits 3

through 6.

MR. UTZ: Exhibits 3 through 6 will be entered into evid

dence.
(Whereupon, Applicant's Exhibits
3 througnh 6 received 1in evidence)
CROSS~-EXAMINATION
BY MR, UTZ:

Q Mr. Hoy, referring tc Exhlibit 3, the blue contours is

‘the size contours?

A Nd, sir, they are -- our interpretation is théy contour
to the top of the Devonian as we determine by subsurface geology,

Q The wells In the area?

A Yes, sir.

Q And 1s the shown proposé¢d location on this Exnhibit the
location of the actual drilling well?

A That is correct.
MR, UTZ: Any other questions?
BY MR, PAYNE:

Q Mr., Hoy, I don't recall w‘nethér you testified on this or
not. what percentage of the working interest owners are committed
at present? |

A I do not know, Mr. Brady festified to that.

MR. PAYNE: Mr. Brady, could you go through that again?

MR, BRADY: All are committed except Slelly 0il Company




Y]
b
T
: iii

DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-669

ALBUQUERQUE, NEW MEXICO

PAGE 12

which has a 40-acre tract out of 6700,
Q Do you have any of the fee royalty owners committed?
A Fee royalty owner under Exhibit B.
MR. BRADY: We have Ralph Shubert who owns one-half of

the 120 fee acres.

Q He is committed?
A Yes, sir.
Q And the major part of the area 1is either State or PFed-
éral?
A Rignﬁ.
MR. PAYNE: Thank you.
MR, UTZ: Any other questions? (No response) ©No furthe

questions, the witness may be excused.
(Witness excused)
MR. BRATTON: Mr. Examiner, we would requést that the Ex
hibits 1 throﬁgh 5 be withdrawn from the case as we would Ilike ﬁo
treat them as confidential for a while. If the Commission or any-
body would care to examine the case flle, we would, of course, mak
them avallable to the COmmiséion, and would, of course, flle them'

permanently,ﬁith the Commission shortly after the present well 1SJ
drilled.

MR, UTZE . We willglve you. fhese Exhibite pnd Jetiyoy
take them out., Any statements in this case? (No respohse)” If

not, the case will be taken under advisement. .

r
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STATE OF WEW MEXICO }
) ss
COUNJ'Y OF BERWALILLO )

I, LILEWELYY WELSOY, Court Reporter, in and for the County of
Bernalillo, State of MNew lMexico, do hereby certify that the fore-
ool ng ahé attached Tr&nécrint of Proceedings before the Wew liexico
011 Congervation Commission was reported by me in machine shovrt-
hand and reduced to typeuwritten transcript under my versonal super-
vision, énd that the same is a true and correct record to the begt
of my knowledge, skill and ability.

WITVESS my Hand and Seal this, the _ygz day of /o ,

1960, in the ¢ity of Albuquerdue, County of Bernalillo, State of

New Mexico.

B}
) —

,;i:f‘é.(’/'¢;‘: é)[’f;{)r S e il e

MOTARY PUBLIC

My Commigsion expireas:

June 1, 196l

T dn herehy ﬁov‘ﬁfy that 1“0 fo*nP01nv is
a ¢ , AR U DA o DL in

S T i Tn gl o ‘2/ ?7'




PAGE 1
BEFORE THE
» 0TI, CONSERVATION COMMISSION
' SANTA FE, V&Y MEXICO
LR . DECEMBER 12, 1960
q*y i —_-n-u«-_--c'-w—“n—ﬂ““---w—--n':
¥ | IN THE MATTER OF: :
x :
= s |CASE 2141 Application of Honolulu O11 Corporation for ap-i
S £ proval of a unlt agreement. Applicant, }a the :
o S above-styled cause, seeks approval of iitas HceHlL-
o . trick Canyon Unit Agreement, which uait 1s to
N €y embrace 5708 acres of Federal, State and fee -
ok < lands in Townghip 22 South, Ranges 25 and 26
S Bast, Eddy County, Wew Mexico. H
! Wy
Y % BEFORE:
L - :
g: Elvia A. Utz, Exaniner,
¥ o
pe S
" g TRAMSGRIPT OF PROCEEDINGS
F — — e pugm quire
A
*% gg MR, UTZ: Case 2141.
s
;‘1 MR, MORRIS: Case 2141. Application of Honolulu Ol
Ei, COrporation for approval of a unit agreement,

Eg MR. BRATTON: Howard Bratton, Roawell, New Mexico, appearpy
Eé g_ ing on behalf of the applicant, Honolulu 011l Corporation. We have
§§ g two witnesses, and I ask that they bs sworn,
y g (Witnesses sworn)
: E g MR, UTZ: Any other appearances in this case? (Wo reaponbe)
LEO BRADY,
A called as a witness, having been first duly sworn, testified as
‘gi followat
!
™
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PIRECT EXAEI“ATIOW

py MR BRATZON

—

Q Wwill you skate your name ccoupation an saarass?
A 80 O» Brady; pivision Tineman, Honolulu, ML dland, Texss
Q Are you ¢amilier with the matters contained in the appli-

cation in Cease Zlhl,’tha ares under consideration, and the unit

agreément?

A Yo s, sir. \
Q A1l right, sir. will you gtate the ared covered ©Y The
proposed unlt agreement?

A The unit agreement smbraces the east nalf of gection 22, all
of Sectlions 23, 2l 25 and 26+ The east nalf of section o7, The
cast nalf of gection 7Y, and a1l of gectiona 36 and 16, Townshlip 22
gouth, Rang® 25 East, and all of Sections 19, 30 and 31s Townenlyp 2
gouth, Rang® 26 Bast RAAY county, Nev Mexico congaining 6708.28.

Q hndvin the unit area thare’are 5200 acred. wederal 1ands)

-

approximatelj 1270 acred of State Land and 160 aeres of fee 1and?
A Yyes, sir.

Q Mr . pPrady hap & cOPY of the proposéi unit agreement whic

1, NEW MEXICO

nae heen gurned in with the application in ohis cane; nas 1% not?

A Yes.

ALBUQUERQ!

Q Ne.would ask ghat Lt be mariked as8 fgxniblit Wo. } in the

MR, UT%: nl pleht, sir.

(Whereupon, f\mﬂw

L
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No. 1 marked for identification)
G (By Mp. 3vatton) Referring, then, e, sraqay, to your
Exnibits in thie blue folder, will you explisin what Exhiibit No., P

1s?

4 ®xniblt Mo. 2 in ihe blue foldaw fa an nxhihit to the

untt agrecment. It le 2 22al map showing the 2ves outlined and thd

of neres Pedoral, Slabe and Fee lands and also indicates the
arca, number of lease 2nd énother workidng interesi owner, and ihe
number of acres 1ih each lease, The tract, the nomination refers
to tract number and Exbhibit B Lo the unit azrecment.

Q tlow, the unlt agreement rceferred to, dr. Irady, is that

a typilcal Pederal pariticlpating area type of unlt agreement?

A Yes, sip,

Q And Honolulu is the unli operator?

A as,

Q What does tha antt azveement provide for by way of test
Wéllx

A The agrecnent provides for delllins 27 an oxploratory

well to test the Devordan formation walen s exvdeied to he en-
couittered at approximately 12,000 feet.

Q And you have stated, Wr, Brady, this is a standard and

Fedaral type of unit axreement?

A Federal type parcvicipating,

Q Have you reccived tentatlve approval of this unit both-

4

ap to form and content and deslgnation of area from tne U.S.
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aeolootaal Survey?
A Yes, alr.
s Trat was in the forn of an infomal verbal approval glvey

wy £he Dipector of Y.5.G.8. te Mr. Ekland in YWashington?

5 Yes,
a Nna $his matier veen submitted {o the State lLand Com-

nlaslioner?

A Yes, sir.
0 And have you. recelved tentative approval as to the form

and content and designatlion of the avea from the State Land Com~

missloner:

A Yes, sir, e recelved an oral apyrovsal,
o] Pinal approval hes ween delayed by processing and 111~

nesgsegs within the Land 28 Mlec?

A Yes.

G My, Brady, have you obtained comment or ratificatlion by
agreement with the working interest owner and ro}alty overriding
nz intorast owners?

A Yes, sir, we recelved 100 parcent oral approval by the
working interent owners. The agreement is not being circulated
fqr algnature before we have obtained ratification by 100 percent
of the Federal overrviding royaliy owners and wg have receivaed ape-
proximately 50 vercent of approvel of fee owners and the rat-

itdcation is now being circulated among the remainder of the fee

ownera.,

-
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Q So that all have e vary Wiszh pescentass of agrogment to

]

the arecs unlt?

a Yo will obtain 100 pevcent approval.
0 Ag to the unlit operating agreement, Mr. Brady, among the

P

operators, ls 1t an undiviaded Iinterapt cicceanenty
A Yes, It is a, what would be termed the fully participat

ing Interest whereby all the working Inteprests share in all costs

art all peoduction and z provortion of thelr interest ja the unit

area.
AJ But the royalty and overriding intevest owners are gov-
erned by ihe unlt azreement whish 1s a standasd purticipating area
A It ds provided in Yaragraph 11 in the unit agreeﬁent.
& Thars sro cxpanding and contracting provisions?
A Yes, sir,
Q And are there anj wellgew
A Section 26 of the azreement--
4] Arg any vells drilled ox drilliny in the unlc area?
A No, sir -~ yes, our well,
Q Now, Mr. Brady, you say "ouw weli,"’.you are referring

to tge unit well?

A Yés, sir,

Q Would you explain to the Commisslon the status of that
well?

A Well, we started this well during the month of October

Known as the No. 1 McKittrick Canyon unit well. It is now drill-

4

Ly

1
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ire at apvroximetely 6,000 fect.

.

ind that is the well wideb

under he it agreenent?

Q

and by virtue of

R}
L

1nltial test well

W1l te the

Tacht that well iz not drilliing, you

would appreclate every cxpeditlous tregtment that could be granted

to this

o
and you

flected

vigion?

A

you night

record.,

i}

spplication”
Very much 580,
ALl right, sir.

have checked the

Mr, Brady, you are

oymershiny and

tnhe Division landman

statusg of ownershlp as re-~

¥
b

in “he Exhibili, haven't you?

g there anyihing

7 believe not,

Yas Bxhiblt No. 2

< B
Yen, 8ir

MR. BRETTOMN: Ouv

have guestiong o1

- ey
Mn, 07

™Md you
MR, BRATION:

MR, UTZ:

eline you would cave Lo beling out, Mr.

prepared by you or under your super-.

seeonc witness willl be -- @xcune me,
this witnass at this time,

want to introduce 1 or 2 at this time?

T ywould offer in evidance Fxhibit 1 and 2,

Exhibits 1 and 2 will be entered into the

{Wheroupon, Applicant!s Exhibits
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Loand T oseve racelved in evidence)
CROLE R AMINALTON

BY M, PAYHE:
. Braug, what did you use In determing the size of the
unit?

A I velieve that will be covered wore fully by Hr, Hoy,
geoliosdcalliy.

8] Do you «now the unlt agreemant provides for the test well
each six monthsg.

MR, PAYNE: “Thanic you.
{“itness excused)
GHORGE R, HOY,

called as 2 witness, naving veen {flrst duly sworn, testifled as
follows:

DIRECT EXAMINATION

BY MR, BRATTON:

G Will you state your name, address and occupatlon?
A {isorge R, Hoy. I am ewmployed In dMldland, Texas by Hono-

lulu Gil Corporation as Nivision Drilling and Proration Englineer,

Q How is that spella2d?

A }‘I-O"’y .
@ Have you previously testifled before thils Commission and

are your qualifications as an engineer a matteor of record?

A Yes, s8ir, they are,
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__,ﬂ_”,,,_,,,ﬂE,M,WM-M“,,—W__,_,ﬂwﬂyr-"m.,“M,_ﬂ___ ,_,__,,,_,_1
G You are familiax wicn the HatLaerd contained 1n the sub-

applicution aud wiih thae erpObcd et bbrdek Canyon arsa?

Yes, siv.

3 it BRATPON ee O witness! qualifications acceptable!
A"
5 AR, U4 Yiow, GLY, Lney arc.
H
g z (Wnerewpolls Apyllcanb’s Exhibiv
— No. 3 marked ¥OY identificatior\)
Eg 8] Now, HMr. Hoy, peferring to what nas Leen marked as KX~
| Sty
’é nibit 3 in the blue Joldor, will you explain what 1t 18 and what
= 1t snows?
Eg I} Tt 1s & gul:suriace wap contoured +o the top of the
T—y
Ez Pevonian formation. plso showinz a gravity anomaly wnich 1is out~
- 1ined in zreen. the top of rve Devonlan beinsg outlined in blue.
=
& v alpo covers the unit avea jnvolved in this application on the
gg guprounding 1ines.
oy
%5 Q fxcuge me, Wr. HOY. 1 left you there pop a minute. Did
]
P you explain everything On Exhibit 3 you gesired tO%
=
= a ves sir
P '
e ¢ -
< § (Whereupon, applicant's gxhibit No. Iy
K 3 aarked for identirication)
QA Z
H Q Referring L0 wnat has been marked at Exhibll i, would
o
5.
g vou explaln tnat’
-
<
& on relerring to Rxnibit No. 4, whleh 1 o plat map of

tne unlt area and also guprounding 1and., On mxnlbit NO. I} in

gectlon 23, rownsnip 22, gouth, Rengé ol mast Northern Natural

Wﬁwmwmmlmﬂ&mb
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Section 20, Township 22 South, Range 25 East, Standard No. 1 Well
drilled to the 1,354, The right-hand side of Exhiblt 4 notice
Hunble TFederal No. 1 Well, whien is a well drilled to the 14,865
feet., From these three welis and other wells on Exhibit 4 we have
contoured the top of the Devoniarn shown on Exhlbit Mo, 3, As X
have stated previously, the green lines deplet graviiy anomaly
which lies within the unit arca of the proposed application of the
MeXlttrick Canyon unlt,

0 {(Whereupon, Applicant's Exhibit
No 5 marked for identification)

G

Q A1l pignt, sir, Would you refer fto Exhinit No, 5, Mr.
Hoy, and explain what that 1s?

A Exhibit No. % 1s colored vhotograph of a2 c¢ross-section
golng from northwesﬁ to soubheast through the wells that I nhave
shleh are snown on RBxuibli Ho, 4.

{(Whereupon, Applicant's Exhibit
No. 6 marked for identification)

Q

-

iIn referring, then, to your Exnhibit No, 6, Mr. Hoy,

would you explain what that is?
A Exnibit No. 6 is a stratigrapnie section of the interval

wa expact to nanetrate An drililing this MoKittriek Canyon well,

s bt

(il

We expected to contour the top of the Devonian 11,8%0, at our
prilmary ovjective., 011 and gas symbol zone on thig Exhlbit in-
dicate furthex possible pay zones in the Wolf Canyon Morrow and

8O oOn,
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Q Mr. Hoy, in your opinion, does the proposed unit area

cover substantially all of that geophyslcally reflected on Exhibit

\ Yes, 8ir, it does.

Q bo you believe that the proposed boundarles of the unit
area encompass a sufficient area to assure adequate control of the

structure”

A Yes,
G Do you belileve it does not cover excessiye acreage?
A Wwe do not think s0, no.

Q Mr. Hoy, in your opinion, will the granting off this ap-
plication be in the interest of conservation and protection of
correlative rignts?

A Yes, sir,

Q And do you believe that in the event oll or gas were
found in the unit, tne unit agreement will perinlt a more economic
and efficient recovery of the unitized substances?

A Yes, I do.

2] Is there anytning else you care te point out in connecw

tion with this application of any of the Exhibits you have dis-

cussed?
A No, sir, I nave nothing further.
o Wers Exhibite 2 through 6 vrepared by you or under your

supanviasion?

A Yes, sir, they were proparsd under my supecvisgion,
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MR, BRATTON: We would offer in evidence Exhibits 3
through 6.
MR, UMZ: Xxhibits 3 throush & will be entered into evi-

dence.

(Whereupon, fpnplicant!s Exhibits
3 through © recelved in evidence)

CROSS~EXAMINATION
BY MR, Wl
Q Mr. Hoy, referring to Exhibit 3, the biue contours is
the size contours? |
A No, sir, thney are =-- our Interpretation ls they contour

to the top of the Devonian as we determine by subsurface geology.

G The wells in the area?
A Yes, sir.
Q And 1s the snhown proposed location on thnls Exhlblt the

location of the actual drilling well?
A That 1s correct.
MR, UTZ: Any other questions?
BY MR, PAYNE:
G Mr. Hoy, I don't recall whether you testified on this op|

not, what percentage of the working interest owners are committed

LR S X G2 )

AW pravarwsav s

A I do not know. Mr, Brady testified to that.
MR. PAYNE: Mre, Brady, could you pgo through that again?

MR. BRADY: All are committed except Skelly 0il Company
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which has a #O-acre tract out of 6700.
Q Do you nave any of the>fee royalty owners committed?
A ‘Fee royalty owner under Exhibit 3,
MR. BRADY: We have Ralph Shubert who owns one-nalf of

the 120 fee acres.

G He 1s committed?

Yes, siv,

G And the majoxr part of the area is elther State or Fed-
eral?

yil Right.
MR. PAYNE: 'Thank you,

(No vesponse) No furthe

MR, UTZ: Any other questions?

questions, the wltness wmay be excused.
{Witness excused)
MR, BRATTON: Mr. Examiner, we would reques’ that the Ex
hibits 1 through 5 be withdrawn frow the case as we would Yike to
treat them as confidential for a while, I the Commission or any-
body would care to examine the czse fille, we would, of course, mak

them available to the Commiesion, and would, of course, file them

permanently with the Commission shortly after ithe present well is

drilled,

»

MR, UTZ: We wilil give vou theco TxhiLiis and let you
take them out, Any statements in this case? (No response) If

not, the case will be taken under advisement,

)

W
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STATE OF NEW MEXICO )
) ss

COUNIY OF BERWALILLO )

I, LLEWELYN NELSOW, Court Reporter, in and for the County of
Bernalillo, State of Wew Mexico,}do hereby certify that the fore-
going and attached Transcript of Proceedings before the WNew Mexico
011 Congervation Cormmiassion was reported by me in machine short-
hand and reduced to typewritien tranacrdpf under my personsl suber—
vision, and that the same 1a & true and correct record to the best
of my knowledge, skill and abllity.

WITNESS my Hand and Seal this, the . day of /. __ ,

1960, Ain the City of Albuquerque, County of Bernalillo, State of

New Mexioco.

_L_A:_%_ ‘—_LfL,,/: 2 > Lirersrr
N’OTARY PUBLIC

My Commiassion explres:

| dnne 1, 1964

{ do hbroel fGl""V tb"t the :f‘om_homg]is
) v o Tk

214/ ..

- ,ic v ;xﬂabo .

o .., Lrxaminer
'o;:‘.:-n.tssion.




April 12, 1962

Pan Awmerican Petrolewmn Corporation
P. 0. Box 268
Lubbock, Texas Re
Re: Termination of
MeKigtrick Canyon Unit,
Eddy County, New Mexico

Attention: Mr. Jack D, Anderson
Gentlemen:

The Commissioner of Public Lands has approved, as

of this date, your Application for Texminatiom of
MeKittrick Canyon Unit, Eddy County, New Maexico.

Upon approval of this temmination by the United
States Ceological Survey, please furnish us a fully
approved copy and the effective date of temiution s
vhich we assume will be Pebruary 19, 1962,

We are returning tem approved copies of this
teraination,

Very truly yours,

E, 8, JOHNNY WALKER
COMMISSIONER OF PUBLIC LANDS

BY:
(Mxs.) Marian M. Rhea, Supervisor
. ~Unit Division
ESW/wmr /v
cot U.8, Geological Survey
Roswell, New Mexico

o1l lemction Conmission
Santa Fe, New Maxico




PAN AMERICAN PETROLEUM CORPORATION

SHGIERE poe

lubbock, Texas

KE2APR 19 i agre1md, 1902 ;o

lLaase No, 228266

Bddy County
New Maxico

., Joha Audsison

Regicnsl Supervisor
U868

Roswell, New Mexico
Dear Siri

We are filimg hercwith ten copies of Agreement texminsting the
MoRittrick Comyon Unit Agreement. Said termination application
being dated as of FPebruary 19, 1962, and is executed by more than
78% of the working interest owners, being Pan American, Gulf Gl
Corporstion, Ervest Hanson, and Union Oil Company of California.
You will note that the Agreement has been spproved by Me. R. 8.
Walker, Comesissfoney of Public Lsnds om April 12, 1962.

As soom as this application is approved, will you please return to
ue all copies not required for your offica in order that we wmight
furaish the Comvisaioner of Public Lands with a fully executed

CoPpY . .
Yours very truly,
PAN AMBRICAN PRRQLEU!‘! CORPORATION
John H, Thompson
JET 1 dd
cas  Coomisglomexr of Public Lands
P. 0. Box 791

Santa Yo, New Mexico

Oﬂ Conversation Cormisgssion

GO

Santa Fe, New Memico




BEPORE THE OXL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

/IN THE MATTER OF THE HEARING
CALLED BY THE OILL CONSERVATION
| COMMISSION OF THR STATE OF NEW
MEXICO FOR THE PURPOSE OF

. CONSIDRRING:

Orzder No. R-1838

| *HER APPLICATION OF HONOLULU OIL
CORPORMPION POR APPROVAL OF THE |
MOKITTAICK CANYON UNIT AGREEMENT
BMBRACING 6708 ACRES, MORE OR !
LESS, LOCATED IN TOWNBHIP 22 ;;
SOUTH, RANGES 25 and 26 KAST,
'NMPM, EDDY COUNTY, NEW MEXICO.

" ORDER OF THE COMMISSION

i
H
4

BY_THE COMMISSION:

This cause ¢ams on for hsaring at 9 o'clock a.m. on
December 12, 1960, at Santa Fe, Hew Mexico, hefors Elvis A, Utz,
Bxaminer duly appeinted by the 0il Conservation Commission of New
Mexice, herainafter referzed to as tha "Commisaion. " in a.eeerdencag
with Rmle 1214 of the Commmigsion Rules and Regulations. |

NOW, on this 14th day of Decembherxr, 1960, the Commission,
a quorum being present, having eonsidered the application, the
svidence addweed, and the recommendations of the Examiner,
Elvis A. Utz, and being fully advised in the premises,

FINDS:

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

: {(2) TFhat the posed unit plan will in pwinciple tend to
| peomote the conservation of oil and gas and the prevention of
| waste,

IT IS8 THRRAFORE QRDRRED: o , ‘
© ' {1) That thie ordexr shall be known as the MOKITTRICK CANYON
VHIT AGRERMENT ORDER.
(2) (=) That the projeect hexein referred to shall be known

a8 the MaxXittrick Canyon Unit Agreement and shall hereinafter be
referred to as the "Projoct."

(b) That tha Plan by whigh the project shall be opera-
. tal shall be ambraced in the form of a unit agreement fox the

i

i
h
!
I

i
i
{
l
i
H
i
i

!

i
i

i




. CASK No. 2141
Ol'dﬁ! N@. R“‘ms

donlopnnt and operation of the Moxittriek Can Unit Ares,
i . xaferved to in the Petitioner's pesition and f£1 with said
Mition. and such plan shall be known as the MeKittrick Canyon

Bnit Agreemant Plan.

; (3) That the NeKittrick Canyon Unit Mreemsnt Plan shall
’ h-. and hereby is, approved in principle as a proper eonservation
| measure: provided, however, that notwithstanding any of tho
provuiona eontained in said unit agresment, this approvsl thall
" not be construed as waiving or relinquishing in any um: any
,  xight, duties or obligations which are now, or may hereafter he,
,  vested in the New © O41 Consexvation Commission law
" relative to the swpervision and gontrol of opsrations fox explo-
| ¥ation and development of any lands committed to sald MeKitiriek
caayon Unit Agreemsnt, or rslative to the production of oil and
f m therefrom.

(4) (a) That the wnit arem shall be:
;, NEW MEXICO PRINCIPAL MERIDIAN

TOWNBHIP 22 gg%a, RANGR 25 EAST
Section 22: B/
Section 235 All
Section 24: All
segtion 283 Al
Seection 26: A1l
Section 27s B/2
Segtion 34: ®/2
Section 353 All
Section 36: All

TOWNSHIP 22 S%E, RANGE 26 BAST
Seetion 19: All

sSection 30: All

Section 31: All

eontaining 6708 asres, more or less.

(b)) The uwnit srea may be enlarged or eontracted ag
provided in said Plang provided, however, that administrative
awl for expansion or contrastion of the unit area must also

Ahbadvnad Semm &he n“'—.&-mr—hi vankaw dsﬂ +tha Comminsion.

Tt

(5) Thax the unit operator shall file with the Commission

an executed original or executed countexpart of the MeKittrick
Canyon Unit Agrsement within 30 days after the effective date

?thuco!.

who does not comuit such rights to said unit agreemsnt before the

(6) That any paxty owning rights in the wnitized nuhntmu!




Y3
. CASE No, 2141
| effective date thexsof may thereafter become a party therets by
|| subsaribing to such agxeement or counterpart thereof, or by xati-
i fying the same. The unit oparator shall file with the Cosmission
! within 30 days an original of any such gomnterpart or ratifieation
; {7) That this Oxder shall hecomws effective wpon the approva
I of said wnit agreementy by the Direstor of the United States Geo-
i Jogieal Survey and by the Commissioner of Public Lands for the
{i State of New Mexieo, and shall terminate ipeo facto mpon the
| termination of said unit agresment. The last unit wperatoy shall
| lsmediately notify the Commission in writing of such termination.
} ; DONE at Santa Pe, New Maxico, on the day and yeax herein-
|| above designated.
i
3 STATE OF NEW MEBXICO
f OX1, CONSERVATION COMMISSION

JOHN BURRCUGHS, Chairman

T - e
‘:,,.//"//‘,/f /{’4/ /’,//,,/ o ’//,‘,?f}‘//
MURRAY X, MORGAN, Mexbey
ey /
ﬁ“- ,/ ()CLL/Z(./\J, Z
A. L. PORTER, J¥., Mesker & Secretary
enx/

i
I

v o i
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Order No.

~ .
NS . (b) That the unit operator periodically shall £ile. wit 5 Cormission a
% T —— Unit Statemen Progress, summarizing operations
N Yﬁ 3 ards committed to said

5;\ Unit Agreement. : . filed within 30 days after the

expiration of each s agreement, and shall
h-pBrtinent data as may be necessary for the Commission to™debernine the progress
Unit Area, e

Ran e

P 0 TR [ e e Y . «a - .o »
N t4) (&) Thal Lhe wail area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

tomsHIP 2.2 Scudle |, manew 2§ Eas 4
Sectren 220 E/ T
&"C//c.‘v,_f; 23, 2¢, 2(’“, 26 ) AU
SGC' /!‘;«/ 2/ 6-/7__
Sec oo 2L E
Sectricors 35S and 36 Ve /e
7aMWWM>22.ﬂWLﬂiEWu6g'2¢,gW5r
Sechiiers /P, 30 amed 3/ ¢ Al

containing E7c¥ acres jmore or less,

4"A4FL} (b) The unit area may be enlarged or contracted as provided in said Planj
i orckd, fowerer, 2 a’l/ﬂ//”/f//e.)//

; 2p, /0:/‘9/&{0/‘ e’x D115 £ O Crr /-c;c ag O
;«; unt/ res /y'u-s'/ /50 be Oé/gmeo/ rosm P-//:e credor fc’(/&/‘ Ae Com nlf’flt‘n /

(5) That the unit operator 1l file with the ssion executed or1ginai
or executed counterpart: of the P A A r o o C Dr7 017 Unit

Agreement within 30 days after the effective date thereof,

(6) That any party owning rights in the unitized substances who does not
commit such rights to said unit agreement before the effective date thereof may thereafter
become a party thereto by subscribing to such agreement or counterpart thereof, ‘or by
ratifying the same., The unit operator shall filé with the Commission within 30 days an
original of any such counterpart or ratification.

5 _(7) That this Order shall become effe tive the approval of .said unit
agreement by the Lt rector 0/ AAc  Lure jP_f Geclegicof .)7//1/970

; ancl bt{{ 4’6\‘6. OOWHM\S‘S'IOMGV O;L fu{:hlc, Ldbuig {Br il\e_,
SHate of New Mexico

. and shall terminate ipso facto upon the termination of said unit agreement, The last unit
operator shall immediately notify the Commission in writing of such termination,

: DONE at Santa Fe, New Mexico on the day and year heruinabove designated,

| STATE OF NEW MEXICO
. o OIL CONSERVATION COMMISSION

» Chairman

» Member

s Member & Secretary




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO /
IN THE MATTER OF THE HEARING /3 / 2
GALLED BY THE OIL COHSERVATION | .
COMMISSION OF THE STATE OF NEW SR
MEXICO FOR THE PURPOSE OF
CASE NO. 2/4{

. )
CONSIDERING: C AP, i
Order No. , .

THE APPLICATION OF %noﬁa/a, Y274 , « 48IE
Corporatom
FOR WM APPROVAL OF e e, Frrck
(YA27] UNIT
AGREEVENT EMBRACING _ B708 % 3
ACRES, MORE OR LESS, LOCATED IN TOWNSHIP /
22  Souih , RANGES 25 ard 26 East
NMPM, Lol COUNTY, NEW
MEXICO. 7 ,

ORDER OF THE COMMISSION

BY THE COMMISSION:

- This cause came on for hearing at 2 o'clock _ 3. m. on Llepiter /2,

1960 at _Sgu/s fe , New Mexico, before _£L/vs A y/z 4
Exdrypner o/u/,i ’J}'w[pu/("g/ b the  Of (Gaservodion
Commpssien L Mew _Meviio / Erems o?[ fer R?/?rmc/ Lo o5 Ahe
“CDIZLI)U.g/ﬁd’.”_ /é D CCOr /D p7e~E2. /t///[ Elfe 12,4 6;/ /91/ [y
C;“/};g,,'ssﬂ'aﬂ o les  Aned @?Iqa/':z;//;c‘,,,&,

NOW, on this day of Pecember,19 60, the Commissmn, a quorum being
present, having considered _ flc le;ca—l ow,  He eriolerce

Jdlweed . ond e fecamjngzzc/o? tocog _of e Chuminer; s 4 ez,
and being filly advised in the premises, -

'FINDS:

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

(2) That the proposed unit plan will in principle tend to promote the conservation
of oil and gas and the prevention of waste.

IT IS THEREFORE ORDERED:

(1) That this order shall be known as the
C"f”._.-*——f%t,é//fngé Ca)/?/pn UNIT AGREEMENT ORDER.

(2) (a) ‘That the project herein referred to shall be known as the/ﬁ&é////’/zg
Q&ML Unit Agreement and shall hereinafter be referred to as the "Project,"

(b) That the Plan by which the project shall be operated shall be embraced
in the form of a unit agreement for the development and operation of the
A Canirn Unit Area, referred to in the Petitionerts petition and filed with said
petition, and such plan shall be known as the MeKitlrick, Cdnuon Unit Agreement Plan,

L8 —__—_’_—_\
' (3) That the Jhbibeik  (Comupn  Unit Agreement Plan shall be, and

hereby is, approved in principle as a proper condervation measure; provided, however, that
notwithstanding any of the provisions contained in said unit agreement, this approval shall
not be considered as waiving or relinquishing in any manner any right, duties or obligations
which are now, or may hereafter, be vested in the New Mexico 0il Conservation Commission by
law relative to the supervisio /trol 2‘ operations for exploration and development of
any lands committed to said 17?1 / o YL RII Y Unit Agreement, or relative
to the production of oil and gas therefrom, <
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LAw OFFiICES S
9. M. HERVEY 1874-1983 HERVEY, Dow & HINKLE o ,’i o~y
U, RN [PEEra}
HIRAM M. DOW iy L
CLARENCE E. HINKLE Hinrez BUuiLDING Sy s
W € BONDUMART,JR. o .
GEORGE K. HUNKER, JR RosweLtL, NEW MEXICO TeLernonE P{KA 28510
:o:::“:n?s':::\:m" : 5 o POST OFFICE BOX 847 OJ
S C.COX, JR. - . ]
~auL o November 28, 1960

PAYL W EATON, JR.

CONRAD E.COFFIELD -
@@@,&\

514/

New Mexico 0il Conservation Commission
Capltol Builiding :
Santa Fe, New Mexico !

Re: Application of Honolulu 011 Corporation

for Approval of McKittrieck Canyon 1Unit

Agreement

Gentlemen:

We enclose herewith three (3) copies of Exhibit
"B" to be attached to the three copies of the form of the
Unit Agreement which was filed with the Application‘of Hono-

lulu for approval of the above Unit, i

Very truly yours,

CEH:bc
Encls,
cc: Honolulu 0il Corp.

T .
g st g oo

LR ek i




No, 37--50

DOCKET: EXAMINER iIEARING, MONDAY, DECEM EKR 1:, 00
Oil Conservation Commission - 9 a.m,, STATE LAND OFFICE BUILDING, SANTA FE, NM

The following cases will be heard before Elvis A, ULz, Examiner, or Ollver E.
Payne, attorney, as alternate examiner:

CASE 2136: Application of Byard Bennett for a non-standard gas proration
unit and for an unorthodox gas well location. Applicant, in the
above-styled cause, sccks the esiablishment of an 80-acre non-

satandard gas proration unit in the Jalmat Gas Pool consisting of

the E/2 NW/4 of Section 24, Township 25 South, Range 56 East,

Lea County, New Mexico, said unit to be dedicated to the Ascarte-
Federal Well No. 1, located at an unorthodox location at a point

330 féet from the North line and 2310 feet from the West line of

said Section 24.

CASE 2137: Application of Caulkins 0il Company for a non-standard gas
proration unit. Applicant, in the above-styled cause, seeks
the establishment of a 320-acre non- standard gas proration unit
in the Basin-Dakota Pool, San Juan and Rio Arriba Counties; New
Mexico, comprising the SE/d, S/2 NE/4 and S/2 SW/4 of Section 16,
Township 26 North, Range 6 West. Said unit is to be dedicated
to the D-268 well located in the SE/4 NE/4 of said Section 16.

CASE 2138; Application of Skelly Oil Company for permission to commingle the
production from two separate pools. Applicant, in the above-
styled cause, seeks permission to commingle without separately
measuring the production from the Penrose Skelly and Drinkard
Pools from all wells presently completed on its Baker '"B' Lease
consisting of the SW/4 and the W/2 SE/4 of Section 10, Township
22 South, Range 37 East, Lea County, New Mexico.

CASE 2139: Application of Cosden Petroleum Corporation for the promulgation
of special rules and regulations governing the South Prairie-
Pennsylvanian Pool, Roosevelt County, New Mexico, including a
provision for 80-acre oil proration units.

CASE 2140: Appl1catlon ¢of Humble 0il & Refining Company for approvai of Lhe
- North Kirtland Unit Agreement App11cant, in the above-styled
cause, secks approval of the North Kirtland Unit Agreement, which
unit embraces 11,478 acres of Federal and State land in Township
30 North, Range 14 West, San Juan, New Mexico.

CASE 2141: Application of/Honolulu Oil Corporation for approval of a unit
agreement, Applicant, in the above-styled cause, secks approval
of its McKittrick Canyon Unit Agreement, which unit is to embrace
6708 acres of Federal, State and fee lands in Township 22 South,
Ranges 25 and 26 East, Eddy County, New Mexico. -

Praa




-9~
~Docket No.

CASE 2145:

CASE 2136:

36--00

Application of Oil Development Company of Tcxus Jur off lease
storage of oil, Applicant, in the above-styled ceuse, seeks an
order authorizing it to store the East Crossroads-Devonian
production from its Santa Fe Pacific Railroad Lease (S/2 SW/4
of Section 19, Township 9 South, Range 37 East) in a separate
tank battery to be located on its Santa Fe Pacific Railroad
Lease, Crossroads-Devonian Pool (NE/4 of Section 26, Tuwnship
9 South, Range 36 East) both in Lea County, New Mexico.

Application of Humble Oil & Refininy Company for an oil-oil

dual completion. Applicant, in the above-styled cause, seeks

an order authorizing the dual completion of its D. H. Crockett
Well #1, located in Unit C, Section 21, Township 15 South, Range
36 East, Lea County, New Mexlco, in such a manner as to permit
the product1on of 0il from the Caudill-Wolfcamp Pool and the
production of oil from the Caudill- Devonian Pool through the
annulus between strings of 5%—1nch casing and 2%~inch tubing

and through 2%-inch tubing, respectively.




LAaw OFFiCES

.M. HERVEY (874-1953 : [ T ) bl
" HERVEY, Dow & HINkLE A1 O FIGE Qoo
RAM M. OOW 4
CLARENCE € HINKLE HINKLE BUILDING
W £ BONDURANT JR. R
s GESRAT U HUNKER.JR. OSWELL,NEW MEXICO : 2 .
H HOWARD C. BRATTON ' ‘1”)3 rv}’ :.‘ o1 Pﬁ:’c_:plmfi l&l(ﬂ 2:8510
S Wi i

{ 5.8 CHRISTY v ' PosT OFFICE BOx 547

Paut w. £AToN, o7, ; November 22, 1960

CONRAD € COFFIELD
(? /Q//
(?»C?é’/@ < ,
-

Mr. A. L, Porter, Jr.

Secretary-Director )

o New Mexico 011 Conservation Commission
; State Capitol

Santa Fe, New Mexico

MeKittrick Canyon Unit Agreement
Eddy County, New Mexico

Re

Dear Mr. Porter:

We hand you herewith, in triplicate, application of
the Honolulu 0il) Corporation for approval of the above Unit
Agreement, together with three copiles of the proposed form of
Unit Agreement, Ve have heretofore discussed this matter with
Mr, Oliver Payne, and it is our understanding that he has ar-
ranged to have this matter set for your Examiner's Hearing on
December 12, 1960, We would appreclate your furnishing us with
a copy of the notice, ,

Yours very truly,

DOW & HINKLE

CEH:bc
Encls.
¢e: Honolulu 0il Corp.
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BEFORE THE OIL CONSERVATION COMﬁiS§ION
STATE OF NEW MEXICO

APPLICATION FOR APPROVAL OF
McKITTRICK CANYON UNIT AGREEMENT

EDDY COUNTY, NEW MEXICO
(42»ﬂf<£;r e ?C//

New Mexico 0il Conservation Commission
Santa Fe, New Mexico

Comes the undersigned, Honolulu 0il Corporation, a
Delaware corporation with offices at Midland, Texas, and filles
herewith three coples of the proposed unit agreement for the
development and operation of the McKittrick Canyon Unit Area,
Eddy County, New Mexico, and hereby makes application for the
approval of said unit agreement as provided by law, and in sup-
port thereof, states:

1. That the proposed unit area covered by said agree-
ment embraces 6,708.20 acres, more or less, more particularly de-
scribed as follows:

NEW MEXICO PRINCIPAL MERIDIAN
Township 22 South, Range 25 East

Section 22: E3

Sections 23, QE, 25, 26: All
Section 27: E%

Section 34: E3

Sections 35 and 36: All

Tovnship 22 South, Range 26 East

Section 19: All
Sectlons 30 and 31: All

2. That of the lands embraced within the proposed unit
arsa; 5.274,40 acres are Federal lands, 1,273;30 acres are lands
of the State of New Mexic§ andﬁiéo acres arc foo l1ands. That ap-
plication has heretofore been made to the Director of the United

Stétes Geologlcal Survey and the Commissioner of Public Lands for
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the designation of said area as being suitable and proper for

unitization.

3. That the Honelulu 011 Corporation and most of the
other owners of oil and gas leasehold interests within the pro-
posed unit area have heretofore commenced, and are in the process
of, drilling a well which 1is located 1,650 feet from the north
line and 2,310 feet from the east line of Section 25, Township
22 Sotlith, Range 25 East, N.M,P.M., and i1t is anticipated that
said well will be completed in the Devonian formation the latter
part of January, 1961, Said well is to be drilled in conformity
with the provisions of Section 9 of said proposed Unit Agreement
to a deﬁth sufficient to test the Devonian formation,but Unit
Operator is not to be obligated to drill said well in excess of

‘12,000 feet. It is anticipated that said well will entail an

expenditure, if completed as a producing well, of approximately
$340,000.00,

. 4, That said Unit Agreement is in substantially the
same forﬁ as unit agreeménts‘heretofore approved by the Commis-
sioner of Public Lands of the State Qf New Mexico where Federal,
State and fee lands are involved, and it is believed that in the
event oil or gas in paying quantities is discovered on the land
within the unit area, that the field or area can be developed
more economically and efficiently under the terms'bf‘said agree-

ment and that the same will tend to promote the conservation of

01l and gas and the better utilization of reservoir energy in

said field, and that ihe Statc of New Mexiea will receive its
fair share of the redoverable 0oll or gas in place undexr the
land in the unit area, and that said agreement is in all re-
spects for the best interest of the State of New Mexico.

5. That upon an order being entered by the New Mexico




01l Conservation Commission approving said Unit Agreement and
after approval thereof by the Commissioner of Public Lands of
of New Mexico and the Director of the United States

: f Geologlcal Survey, an approved copy thereof will be filed with

the New Mexico 0il Conservation Commission.

WHEREFORE, the undersigned applicant respectfully re-
quests that a hearing be held before an examiner on the matter
ot the approval of said unit agreement, and upon hearing, saild
unit agreement be approved by the New Mexico 01l Conservation
Commission as being in the interest of conservation and the pre-
vention of waste.

DATED this the 22nd day of November, 1960,

Respectfully submitted,

for Hervey, Dow
P. 0. Box 547
Roswell, New Mexico

Attorneys for Applicant




BiPORY 104 OIL CONSEIVATION LQMF‘I\)SIO
STATE OF MW MEXICO

APPLICATION FOR APPROVAL OF
MoKITTRICK CANYON UNIT AOREEMENT
DY COUNTY, HNiW MEXICO

New Mexico 011 Ceaservation Couwmilssion
Santa ¥e, New HMexleo

Cones the undersigned, Honolulu 01l Corporation, a
Delaware corporation with offilces at Midland, Texas, and files
- herowith three copiles of the proposed wnit agreement for the
development and operation of the MoKibtriak Canyon Unit Area,
Eddy County, Now Mexioo, and hereby makes application for the
approval of sald unilt agveement as provided by law, and in sup-
port thoreof, statest

1. That the proposed unlt area covered by said agiroe-

ment embraces 6,708.20 acres, more or less, more particularly de-

seribed as follows ¢
W MEXICO PRINCIPAL MERIDIAN

Towmahip 22 South, Runge 25 Xast

Section 22: E
Jections 23, 2 s 25, 26: ALY
Seaetion 273
Section 34 ﬁ
< Bactions 35 and 361 Al

Township 22 South, Range 26 last

Sectlion 1931 All
Sectiong 30 and 31: All

2, That of the lands embraced within the proposed unit
area, 5,274.00 acres are Federal lsnds, 1,273.80 acres arc lands
of the State of New Moxico and 160 acves are fee lands. That ap-
plicetion has horetofore been made to the Direotor of the United

3tates Qeological Survey and the Cammlssioner of Public Lands for




the designation of said arvea ag being sultgble and propsr {for
unitization,

3. That the Honoiulun Til Corporvatlan and most of the
other owers of oil and gas leascenold intersasts within the pro-
posed unit ares have hergtofors commenced, and ace in the process
of, drilling a well whieh 1s located 1,050 feet frow the novth
line and 2,310 fect {vrom the east ling of Scction 25, Pownship
22 Gouth, Range 25 ast, W.M,P. M., and 3t 1s anticlipated that
gald well will by complieted in the Devoanlan formation the latter
part of January, 1961, 3ald well 1s to be drilled in confornmity
with the proviglens of 3ection 9 of sald propuged Unit Agreement
to a depth sulficioent to test the Devonilan ormation,but Unit
Operator 1s not to pe obligated to drill said well in sxceess of
12,000 foet, It 1is anticlpated that sald well will entall an
oxbenditure, 1f completed as a progducing well, of apprcximataly
$340,000, 00,

4, That said Unit Agrezment is in substantially the
same form as unit agroémente heretofore approved by the Commis-
sioner of Public Lands of the State of New Mexico where Fedaral,
State and fes lands are involved, and it i3 believed that in %the
ovent oll or gas in paylng quantlties is discovered on the land
within the unit area, that the field or area can be developed
more e¢conomically and efflciently under the terms of saild agreo-
mont and that the same willl tend o promote the conservation of
o1l and gas and the better utillzatlon of veservolr ehergy in
aaild fleld, and that tho State of New Mexico will roceive its
failr ghare of the reooverable oll ox gas in place wndoer the
land in the unit area, and that sald agreement is in all re-
spects for the best interest of the State of New Mexico,

5. That upon an order beling entered by the New Mexico




011 Conservatien Commizeion approving sald

aftor approval thereof by the Commissioner of Fublic Lands of
the State of Neﬁ Mexico and the Director of the United States
Geaological Survey, an approved copy thereof will be filed with
the NHew Mexlco 011 Conservation Conmlssion,

VHEREFORE, the undersipgned applicant respectfully re-
queats that a hearing be held before an examiner on the mattexr
of the approval of said unit agreoement, and upon hearlng, said
unit agreoment be approved by the Hew Mexleo Gil Conservation
Commission as being in the Interest of conservation and the pre-
vention of waste.

DATED this the 22nd day of November, 1960.

Reapaectfully subnmitted,

for Hervey, Dow & Kihkle
P. O. Box 547

Roswell, New Mexico
Attorneys for Applicant
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BEFORE THE OTL CONSERVATION. COMMISSION
STATE OF NEW MEXICO ,

APPLICATION FOR APPROVAL OF
McKITTRICK CANYON UNIT AGREEMENT
£DhDY COUNTY, NEW MEXICO

/
C
Sy
i =
New Mexico 011 Conservation Commlssion
Santa Fe, New Mexico
Comeg the undersigned, Honolulu Oil Corporation, a
Delaware corporation with offices at Midland, Texas, and files
“herewith threc coples of the propozed unit agreement for the
development and operation of the McKittrick Canyon Unit Area,
Eddy County, New Mexico, and nereby makes application for the
approval of zald unlit agreement as provided by law, and in gsup-
port thereof, states:
1. That the proposed unit area covered by saild agreew-
ment embraces 6,708.20 acres, more or less, more particularly de-
scribed as follows:

NEW MEXICO PRINCIPAL MERIDIAN

Tovmaghip 22 South, Runge 25 East

Seotion 22 Eﬁ
Sections 23, 24, 25, 26: All
Section 27: L&

Seotion 34: i

Secetions- 35 and 36: All

Township 22 South, Range 26 Fast

Sectilon 19: ALl
Sections 30 and 31: All

2, That of the lands embraced within the proposed unit
area, 5,274.40 acres are Federal lands, 1,273;80 acres are lands
of the State of New Mexloo and 160 acres are fee lands. That ap-
plication has heretofore been madc Lo the Director of the Unilteqd

;statea Geological Survey and the Commlssloner of Publie Landas for




the designation of sald arza as being suitable and proper for
unitization.

3. ‘Phat the Honolulu 031 Corporation and most of the
other owmers of oll and gas leaschold dntercedts within the pro-
posed unit area have heretofore commenced, and are 1n the process
of, drilliing a well whioh 1s located 1,650 feet from the north
line and 2,310 feet fram the east linc of 3Section 25, Township
22 South, Range 25 Zast, N.M.P.M,, and 1t 1s antlcipated that
said well will ba completed in the Devonian formatipn the 1abter
part of January, 1961, Sald well is to bz drilled in conformity
with the provisions of Sectlion 9 of aaid proposed Unit Agreement
to a depth sufficient to test the Devonian formation,bul Unit
Operator 18 not to be obligated to drill said well in cxcesy of
12,000 feet, It is anticlpated that sald well will entail an
expenditure, if completed as a producling well, of approximately
$340,000.,00,

4, That said Unit Agreement is in substantially the
same form aé unit agrecements heretofore approved by the Commis~
aioner of Public Lands of the State of MNew Mexico where Federal,
State ahd fee lands are involved, and it 13 believed that in the
event oil or gas in paylng quantitics i3 discovered on the land
within the unit area, that the field or area can be developed
more economically and efficiently under the termg of sald agre -
ment and that the same will tend to promotie the conusorvatlon of
o1l and gas and ‘the better utilization of reservoir onorgy in
said fleld, and that the B3tate of New Maxico willl receive itp
failr share of the recoverable cil or gos In place under the

o amde &
X R YN

iz QIRNONER § K Py s ¥ ‘ . [ 3 2 r A A e g
108 L Ve Wil arei, aithl wvidab salG apy eoiio In 21l »o.

(ol
L4

gpects for the best intercst of the dtate of New Mexlco,

5« That upon an order being cantored by the New Maxloo




011 Conservation Commissalon approving said Unit aAgreemeant and

after approval thereoi vy the Commissionar of Public Lands of
the State of New Mexiéo and the Director of the United States
Geological Survey, an approved copy thereof will be filed with
the New Mexico 011 Conservation Commisaion,

WHEREFORE, the undersigned applicant respectfully re-
gquests that a hearing be held before an examiner on the matter
of the approval of said unit agresment, and uvpon hearing, said
unit agreement be approved by the New Mexico 011 Conservation
Commission as being in the Interest of conservation and the pre~
vontion of waste.

DATED this the 22nd day of November, 1960,

Regpeotfully submitted,

v : Y £ 5T A A ‘
““for Hervey, Dow £7§§;k1e
P, 0. Box 547

Roaswell, New Mexico
Attorneys for Applicant
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LLAW OFFICES

J. M. HERVEY 1674-1953 HERVEY, Dow & HINKLE

HIRAM M. DOW :

CLARENCE £ HINKLE HINKLE BUiLDING

W E. BONOURANT,JUR, IO A rer -

GEORGE H. HUNKER UR ROSWELL,NEW MEXICO: .. i i

HOWARD C, BRATTON ] T;\.:P»«gu:’ A: 2-6510
S.B8. CHRRAISTY W 08T Orrice Box 547
Ciwis <. CoXpuR. February 8, 1961

PAUL W, EATON, JR.

CONRAD £, COFFIELD

New Mexico 0il Conservation Commission

Box 871
Santa Fe, New Mexico

Re: Case No. 2141
Order R-1838
McKittrick Canyon Unit,
Eddy County, New Mexico
Our 141-33

Gentlemen:

At the hearing in the above case we left with the
Examiner a fully executed counterpart . of the above
Unit Agreement. Please be advised that on December
27, 1960, the Commissioner of Public Lands of the State
of New Mexico entered his Certificate of Approval of
the Unit Agreement, and a copy of such Certificate is
enclosed herewith. Please be further advised that on
January 27, 1961, the Acting Director of the Geological
Survey of the Department of Interior, under Contract
14-08-0001-7323, entered his Certification--Determination,
which likewise approved such Unlt Agreement; a copy of
such Certification--Determination is likewise enclosed

herewith. A

Therefore, and pursuant to paragraph 20 of the Unit
Agreement, the same is effective as of January 27, 1961.

To further complete your files we are enclosing one
copy of ratification instruments by C. M. McElhannon, Reine
McElhannon, Gertrude Bennett, Mae Smith, Rose Salzman and
Albert Salzman. This enclosure now completes the obtaining
of signatures to the Unit of 1007 commitment by the working
interest owners, royalty owners and overriding royalty
owners, except Tract 20; owned by Skelly 0il Company; Skelly
has refused to join the Unit.

If anything further is desired in connection with the
matter we will attempt to obtain it promptly upon your re-

et oo Tl o

Respectfully,

SBC:mke

Encls.

cc:  Honolulu 01l Corp.
Box 1391
Midland, Texas




CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

There having been presented to the undersigned Commiss{oner of
Pubiic Lauus of the Stale of New Mexico for examlnation, the attached
Agreement for the development and operation of a e wftcr‘“
described within the attached Agreement, dated
which has been executed or i{s to he executed by partles owning and
holding oil1 and gas leases and royalty interests in and under the
property described, and upon examination of sald Agreement, the Com=-
missioner finds:

(a) That such agreement will tend to promote the
conservation of 0l! and gas and the better
utiltzatlon of reservolr energy In said area.

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

(c) That each beneficiary Institution of the State
. of New Mexico will recelve Its falr and equi-
table share of the recoverable oil and gas

under 1ts lands within the area.

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

e NOW, THEREFORE by virtue of the authority conferred upon me
under Sections 7-11= 39, 7-11-40, 7-11-h41, 7-11-47, 7~11-48, New Mexico
Statutes Annotated 1953 Compilation, I, the undersigned, Commissioner
of :Public Lands of the State of New Mexico, for the purpose of more
properly conserving the oll and gas resources of the State, do hereby
consent to and approve the sald Agreement, and any leases embracling
lands of the Stale of New Mexico wlithin the ‘area shall be and the

same are hereby amended to conform with the terms thereof, and shall
remain In full force and effect according to the terms and conditions
2f sald Agreement. This approval Is sublect to all of the provisions
={ the aforesaid statutes,

IN WITNESS WHERBOF, this Certificate of Approval is executed
with seal affixed, this 7‘ day of ho& 1969 .

P £ PR e tag

Commlssioner 01 ruwiic gande
of the State of New Mexlco




RATIFICATION AND JOINSER
of
UNIT AGREEMENT FQ03 THE DEVELOIVMENT AKD OFFrATION
- of the
McKITTRICK CANYON UNIT ABFA
EDDY COUNTY, NEW MEXICO

In consideration of the execution of the UNIT AGREEMENT FOR THE
DEVELOIMENT AN OPERATION OF THE ¥EKITIRICK CANYON UNIP AREA, COUNTY OF EDDY,
STATE OF NEW MEXICO, by the working interest owners nxmed thereln (a copy
of which has been delivered to the undersigned), in form approved on behalf
of the Secretary of the Interior, the undersigned owner or owners of lands
or leases, or interests therein or royalties presently held or which may arise
under existing option agreements, or other interests in production covered by
said Unit Agreement hereby severally, each to the extent of his ownership or
interest, consent to the inclusion of said ‘lands within the Unit Area therein
defined, join, approve, ratify and adopt the terms and provisions of said Unit
Agreement to the same extent as if he had signed the original agreement and
any modifications thereof approved by the Secretary of the Interior or his
duly authorized representative as applicable to said several lards and Interest,
agree that the term of any lease given by the undersigned or under which the
undersigned c¢laims an interest herein is extended and modified to the extent
necessary to meke the same conform to the term of said Unit Agreement, agree that
the drilling, development and producing requirements of all leases and other
contracts in which their several rights and interésts are created or defined
shall be deemed fully performed by performance of the provisions of said Unit
Agreement, and agree that payment for or delivery of (whichever may be required
under prior agreements) oil and gas duly made upon the basis of production
allocated under said Unit Agreement to the particular lands to which such
rights or interests do or shall apply, regardless of actual production therefrom,
shall constitute full performance of all such obligations to the undersigned
existing under such leases or other contracts,

This Ratification and Joinder of Unit Agreement may be executed in any
number of counterparts with the same force and effect as if all partles had
signed the same document and shall become effective and be binding upon all those
who execute a counterpart hereof; regardless of whether or not it is executed
by all other parties owning or claiming an interest in the lands affected hereby
upon the approval of said Unit Agreement by the Secretary of the Interior, or his
duly aduthorized representative, or otherwise as provided in the Unit Agreement for
subsequent joinder, and when so executed shall be binding upon the undersigned,
his heirs, devisees, assigns or successors in interest.

1N ™\ o 6‘,» ’ W\ %QQ.QQQ,MJ\

Date; v Ao~ o~
'C M. AAcElhunnon
S éﬁ)Q C\~6»»\Jr\éu+\//
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STATE OF TEXAS
COUNTY OF __ VTARRANT

)
) ss.
)

1 si% & lﬁl’l/lg day of /( " ée3e fev s, 1960, before me personally appeared
C. M. Mﬁﬂmoi aﬁ"‘ , to me known to be the persgn described in and who

executed the foregoing instrument, and acknowledged that ?heyexecuted the same as thelr
MX® free set and deed.

P l i ’
Given under my hand and seal of office this __ X Al day of /ﬁﬂ (fé/ozéz.,u p

1960.

Y Publie in and for s
County and State

My commission expires: yv—n‘«a’/u-f FOR 4 d/'

STATE OF TEXAS ;
88,
COUNTY Or _ HARRIS . )

this 7’/ /day of 9‘“’"‘""“7/ /fq 1960, before me personally appeared

Albert Sclzmllu\d o me knowh to be the person described in and who

executed the foregomg instr nt, and acknowledged that fheYexecuted the same as?t their
P free act and deed.

_gg‘ Given under my hand and seal of office this Z[‘ﬂ; day W ,

Notary Public in and for said
County and State

My commission expires: /( /4@! j
STATE OF ) *‘
) ss.
COUNTY OF )
On this day of : » 1960, before me appeared

, to me personally known, who, belng by me duly sworn,
did say that he is the President of
and that the seal affixed to sald instrument is the corporate seal of said corporation,
and that said instrument was signed and sealed in behali‘ of said corporation by
authority of its board of directors, and said acknowledged
sald instrument to be the irvee acl and desd of said corp oration

‘e Given under my hand asnd seal of office this day of )
19¢0. '

Notary Public in and for sald
‘County and State

My commission expires:




_,l . . . .’/\ ‘ - s

STATE OF __ TEXAS )
county op XARRARR HARRYS

. On this 19tiday of January 1961 12&X before me personally appeared
Gertrude Bennett , to me known to be the person described in and who

executed the foregoing instrument, and acknowledged that $ he executed the same as
P free act and deed.

her
Given under my hand and seal of office this _19th _day of _January, 19 61,

T Fueko

Notary Public in and for said
County and State

10,

My commission expires: June 1 1961

e e B . IR B S

STATE OF _ VEXAS )
XARHRIE HARRI% ss.

COUNTY OF
On this 19th day of __January 1961 , 194X before me personally appeared i
Mae Smith , to me known to be the person described in and who

executed the foregoing instrument, and acknowledged that$ he executed the same as
MO free act and dzed.

i her
Given under my hand and seal of office this _19th day of January 1961 ,
%8B0,

BN/ P om

Notary Public in and for sald i
County and State

My commission expires: June 1 1961

] - STATE OF )
§ ) ss.
COUNTY OF )
On this day of , 1960, before me appeared

, 1o me personally known, who, being by me duly sworn,
did say that he is the President of
and that the seal affixed to said instrument is the corporate seal of said corporation,
and that said instrument was signed and sealed in behalf of said corporation by
authority of its board-of directors, and said , acknowledged
sald 1nstrument to be the free act and deed of said corporation.

o : ‘Civen under my hend and sesl of officc this day of _ )

1960.

Notary Public in and for said
County and State

My commission expires::




RATIFICATION AMD JOINRER
‘ of
DNIT AGREFMENT FOR THE DEVELOFPMENT AND OFEFPATION
of the
McKITTRICK CALYON UNIYT ARFA
EDDY COUNTY, NEW MEXICO

i In consideration of the execution of the UNIT AGREEMENYT FOR THE

{ DEVELOPMENT AN OPERATION OF THE MGKITTRICK CANYON UNIT AREA, COUNTY OF EDDY,

{ STATE OF NEW MEXICO, by the working interest owners named therein (a copy

. of which has been delivered to the undersigned), in form approved on behalf

i of the Secretary of the Interior, the undersigned owner or owners of lands

; or leases, or interests therein or royalties presently held or which may arise
under existing option agreements, or other interests in production covered by

! said Unit Agreement hereby severally, each to the extent of his ownership or

! interest, consent to the inclusion of said lands within the Unit Area therein

{ defined, join, approve, ratify and adopt the terms and provisions of said Unit

. Agreement to the same extent as if he had signed the original agreement:and

! any modifications thereof approved by the Secretary of the Interior or his

duly authorized representative as applicable to said several lands and interest,
agree that the term of any lease given by the undersigned or under which the
undersigned claims an interest herein is extended and modified to the extent
necessary to make the same conform to the term of said Unit Agreement, agree that
the drilling, development and producing requiremenis of all leases and other
contracts in which their several rights and interests are created or defined
shall be deemed fully performed by performance of the provisions of said Unit
Agreement, and agree that payment for or delivery of (whichever may be required
under prior agreements) oil and gas duly made upon the basis of production

P allocated under said Unit Agreement to the particular lands to which such

y rights or interests do or shall apply, regardless of actual production therefrom,
“ik shall constitute full performance of all such obligations to the undersigned
existing under such leases or other contracts,

S R TR A MLt B P M3, bty A st <o e e 8 -

This Ratification and Joinder of Unit Agreement may be executed in any
number of counterparts with the same force and effect as if all parties had
signed the same document and shall become effective and be binding upon all those
who execute a counterpart hereof, regardless of whether or not it is executed
§ by all other parties owning or claiming an interest in the lands affected hereby
B , upon the approval of said Unit Agreement by the Secretary of the Interior, or his
duly authorized representative, or otherwise as provided in the Unit Agreement for
subsequent joinder, and when so executed shall be binding upon the undersigned,
his heirs,; devisees, assigns or successors in interest,

s MR

o aa o

INDIVIDUAL ACKNOWLEDGMENT

rrmr o v s

STATE OFW TEXAS }
ss.
County of.
: The foregoing instrument was acknowledged before me this__rd day of dianuary R

19.61 by___Johnéy_Cockhurn_and_Thalma Cockbuxrn

1961 &/L%’ (( ‘:"\Z; '/’/%(

Ngyhy Public  JOE, €. JOHNSTON

June |, ;

My commission expires

FORM 520 ('RINTED AND FOR SALE BY HALL'PODRBAUDGH FPRESS, ROBWELL, N. M,




UNIT AGREEMENT ) ey
FOR THE DEVELOPMENT AND OPERATION OF THE .~y L 2 '
McKUTRICK CANYON UNTY ARIA Lo

EDDY COUNTY, NLW MEXICO

No. iQJ/é///

THIS AGhEEMENT, entered ihto as of the 1st day of October, 1960, by and between
the parties subscribing, ratifying or consenting hereto, and herein referred to as
"parties hereto",

WITNESSETH:

WHEREAs; the parties hereto are the owners of working, royaltyior other oil or
gas interests in the unit area subject to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as aﬁended,
0 U.S.C. Secs. 181; et seq,, authorizes Federal lessees and thelr represeﬁtatives
to unite with each other; or jointly or separately with}others, in collectiveiy adopting
and operating under a cooperative or unit plan of development or operation or any oil
or gas pool, field or like area, or any part thereof, for the purpose of more properly
conserving the natural resources thereof whenever determined and certified by the
Secretary of the Interior to be necessary or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Chap. 88, Laws 1943) to consent to or approve
this agreement'on behalf of the State of New Mexico, insofar as 1t covers and includes
lands and mineral interests of the State of New Mexico; and

WHEREAS, the 011 Conservation Commission of the State of New Mexico is authorized
by law (Chapter 72, Laws of 1935, as amended by Chap 193, Laws of 1937, Chap. 166,

Laws of 1941, and Chap. 168, Laws of 1929) to approve this agreement, and the conserva-
tion provisions hereof; and

WIEREAS, the parties hereto hold sufficient interests in the McKittrick Canyon Unit
Area covering the land hereinafter described to give reasonably effective contrbl;of
operatiohs therein; and

WHEﬁEAS,’it ie the purpose of the parties heréto to conserve natural resources,
prevent waste and secure other benefits obtainable through development and operation
of the area subject to this agreement under the terms, conditions, and li&itations
herein set forth;

NOW, THEREFORE, in consideration of the premises and the promises herein con-

tained, the parties hereto commit to this ugfeement their respective interests in the




below-defined unit area, and agree ceverally among themselves as follows:

1. ENABLING ACH AND BEQULATIONS. “he Mireral Leasing Act of February 25, 1920,
as amended, supra, and all valid pertinent regulations, including operating and unit plan
regulations,; heretofore issued thereunder or valid; pertinent,; and reasonable regulations
hereaftcr issued thereunder are accepted and made a part of this agreement as to Federal
lands, provided such regulatfons are not inconsistent with the terms of this agreementj
and as to non-Federal lands, the oil and gas operating regulations in effect as of the
effective date hereof governing drilling and producing operations; not inconsistent
with the terms hereof or the laws of the State in which the non-Federal land ié located,
are hereby accepted and made a part of this agreement.

2. UNIT ARFA., The area specified on the map attached hereto marked Exhibit "AY
is hereby designated and recognized as constituting the unit area, containingl6708.20
acres; more Or 1esé.

-Exhivit "A" shows, in addition to the boundary of the unit area, the

boundaries and identity of tracts and lesses in said area to the extent known to the
Unlt Operator. Exhibit "B" aftached hereto is a schedule showing to the extent known
to the Unit Operator the acreage, percentage, and kind of owhership of oll and gas
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 any interest other than such interest or iﬁférests as are shown 1n said map or

schedule as owned by such party. Exhibits "A" and B" shall be revised by the Unit

Operator whenever changes in the unit area render such revision necessary, or when

requested by the 0il and Gas Supervisor, hereinafter referred to as "Supervisor,
or Commissioner of Public¢ I.ands, hereinafter referred to as "Commissioner!” and not
less than six copies of the revised exhibits shall be filed with the Supervisor,
and at least one copy shall be filed with the Commissioner and one copy with the
New Mexfco 0il Conservation Commission; hereinafter referred to as "Commlssion.

“he above—desc:ibed unit area shall when practicable be expanded to include
therein any additionnl tractror tracts regarded as réasbnably necessary or advisable
for the purposes of this sgreement, or shall bg contracted to exclude lands not
within any participating area whenever such expansion or contraction is necessary
or advisable to conform with the purposes of this agreement. Such expansion or

contraction shall be effected in the following marmer:
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(a) Unit operator, on its own motion or on demand of the pirector of the
geological survey; hereinafter referred to a® npirector', or on demand of the
commissioner, after preliminary concurrence by the pirector, shall prepare a notice
of proposed‘expansion or contraction describing the contemplated changes in the
poundaries of the uanit area, {he reasons therefor, and the proposed effective date
thereof preferably the first day of & ponth subsequen’y +o the date of notice.

(p) Said notice shall be delivered o the Supervisor, the commissioner and
the commission and copies thereof mailed to tne last known sadress of each working
interest owner, 1essee, and lessor whose interests are affected, advising that 20
days wiil be allowed for submiSSion 1o Whe Unit Operator of any objections.

(¢) Uponkexpiration of the 0-day period provided in the preceding iten
(v) nereof, Unit Operator snell file with tie Supervisor, the comnissioneT and the
Comnission 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 gufficient number, for approval of such expansion or contraction and
with appropriate joinders.

(a) After due consideration of all pertinent ynformation, the expansion or
contraction snall, upon approval py the Director,‘the commissioner, and the commission
pecone effective a8 of the date prescribed in the notice thereof .

(e) ALY legal gubdivisions of unitized 1ands (1.e.» 40 acres by Government
survey of its nearest lot or tract equivalent {n instances of irregular surveys;
however, unusually 1arge 1ots or tracts shall be considered {n multiples of 40 acres,
or the nearest aliquot equivalent thereof, for the purpose o£ elimination under this
subsection), no parts of which ere entitled 10 ve in a participating area within
5 years after the first day of the month following the effective date of the first
jnitiel participating ares estaplished ander this unit egreements chall be eliminated
automatically from this agreement, effective 88 of the girat day thereafter, and such-
1ands ghall no lOnger pe a pard of the unit area and shaell no jonger be sub ject to
this agreement, unless al the expiratiun of ecald 5-vear period'diligcnt arilling
operations are in progress on unitized 1ands nob entitied 1o participation, {n which
event all such lands ghall remain sub Ject hereto’for go long as such drilling operations/
are continued ailigently, with rot more than 90 days' time elapsing petween the com-

pletion of one such well and the commencement of the next sueh well, except that the
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time allowed between such wells shall not expire earlier than 30 days affer the
expiration of any period of time during which drilling operations are prevented
by a matter beyond the reasonable control of Unit Opsrator as set forth in the
section hereof entitled "Unavoidabvle Delay®; provided that all legal subdivisions of
lands not in a perticipating area and not entitled to become participating under the
applicable provisions of this agreement within 10 years after said first day of the
month following the effective date of sald first initial participating area shall be
eliminated as above specified. Determination of creditable "unavoidable delay" time
shall be made b& Unit Operator and subject to approval of the Director and Commissioner.
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 Director and
Commissioner and promptly notify all parties in interest.

If conditions warfant extension of the 10-year period specified in this Sub-
section 2 (e), a single extension of not to exceed 2 years may be accomplished by
consent of the owners of 90% of the current unitized working‘interests and 60% of the
cqrrent unitized basic royalty interests (exclusive of the basic royalty interests
of the United States), on a total nonparticipating-acreage basis, respectively, with
approval of the Director and Commissioner, provided such extemsion appiicgtion is
submitted to the Director and the Commissioner not later than 60 dayS'pffér to the
expiration of sald 10-year period.

Any expansion of the unit area pursuant to this section which embraces lands
theretofore eliminated pursuant to this Subsection 2 (e) shall nct bé considered
automatic commitment or recommitment of such lands.

3. Qﬁlﬁl&ED LAND AND UNITIZED §§§STKNCES: All land committed to this agree-
ment shall conetitute lend referred to herein as "unitized land" or "land subject to
this agicement. ™ A1l oil and gaz in oy ond 211 formations of the unitized land are
unitized under the terms of this agreement and herein are called ”unitized substances,"

4. UNTY OPERATOR: HONOIULU OIL CORPORATION, a Delaware corporation with

offices at Midland, wexas, l& hereby designated as Unit Operator and by signature

hereto as Unit Operator agrees and consents to accept the duties and obligations of

Unit Opéfator for the discovery, development, and préduetion of unitized substances

as herein provided, Whenever reference is made herein to the Unit Operator,‘such

reference mean: the Unit Operator acting in that capacity and not’as an owner of
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interests in unitized substances, and the term "working interest owner" when used

herein shall include or refer to Unit Operator as the owner of a working interest

when such an interest is owned by 1t.

5. RESIGNATION OR HEMOVAL OF UNIT OPERATOR: Unit Operator shall have the

right to resign at any time prior to the establishment of a participating area or
areas hereunder, but such resignation shall not become effective so as to release
Unit Operator from the duties and obligations of Unit Operator and terminate Unit
Operator's rights as such for a period of six months after notice of intention to
resign has been served by Unit Operator on all working interest owners, the Director
and the Commissioner and the Commission, and until all wells then drilled hereunder
are placed in a satisfactory condition for suspension or abandonment whichever is
required by the Supervisor as to Federal Lands and the Commission as tu S%étg and
privately ouned lands, unless a newW Unit Operator shall have been selected g%kfiﬁl$h;
approved and sha;l have taken over and assumed the duties and obligations of Unit
Operator prior 1o the expiration of said period,

Unit Operator shall have the right to resign in like manner and subject to
like limitations as above provided at any time a participating area established
hereunder is in existence, but, in’all instances of resignation or removal, until
a successor Unit Qperator is selected and approved as hereinafter provided, the
working interest owners shall be jointly responsible for performance of the duties
of Unit Operatér, 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 Operator shall not release Unit Operator:from_any
liability for any default by {t hereunder occurring nriar tn the effentive dote of
its résignuLion.

The Unit Operator may, upon default or failure in‘fhe performance of 1its
duties or obligations hereunder, be subject to removal by the same percentage vote
of the ouners of working interests determined in 1ike menner as herein provided for
the selection of a new Unit Operator. Such removal shall be effective upon notice
thereof 10 the Director and the Commissioner,

The resignation or removal of Unit Operator under thls 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
becoming effective, such Unit Operator shall deliver possession of all equipment,
materials, and appurtenances used in conducting the unit’opefations and owned by the
working interest owners to the new duly qualified successor Unit Operator or to the
ownerg thereof if no such new Unit Operator 1is elected, to be used for the purpose
of conducting unit. operations hereunder. Nothing herein shall be construed as
authorizing removal of any material, equipment and appurtenances needed for the
preservation of'any wells.

6. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator shall tender his
or its resignation as Unit Operator or shall be removed as hereinabove provided, the

owners of the working interests in the participating area or areas according to

_ their respective acreage interests In such participating area or areas, or, until

a participating area shall have been established, the owners of the working interests
according to thelr respective acreage interests in all unitized land, shall by

ma jority vote select a successor Unilt Operator; Provided, That, if a majority but
less than 754 of the working interests qualified to vote are owned by one party to
this agreement, a concurring vdte of one or more additional working interest owners
shall be required to select a new operator. ' Such selection shall not become effective
until (a) a Unit Operator so selected shall accept in writing the duties and responsi-
bilities of Unit Operator, and (b) the selection shall have been approved by the

Director and the Commissioner. If no successor Unit Operator 1s selected and quali-

“fied as herein provided, the Director and the Commissioner at their election may

.declare this Unit Agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OQPERATING AGREEMENT: If the Unit Operator

is not the sole owner of working interests, costs and expénSeé incurred by Unit
Operator in conducting unit operations hereunder shall be paid and apportioned among
and borne by the owners of working interests, all in accordance with the agreement
or agreements entered into by and between the Unit Cperator and the 6wnérs of working
interests, whether one or more, separately or collectively. Any agreement or agree-
mente entered into between the working interest owners and the Unit Operator as
provided in this section, wﬁether one or more, are herein referred to as the "unit
operating agreement." Sich unit operating agreement shall also provide the manner

Ih which the working intereat owners shall be entitled to receive their respective
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proportionate and allocated share of the benefits accruing hereto in conformity

with their underlying operating agreements, leases, of other {ndependent contraots,
and such other rights and obligations aas between Cnit Operator and the working
interest owners as may be agreed upon by Unit Operator and the working interest
owners; however, no such unit operating agreement shall be deemed either to modify any
of the terms and conditions of this Unit Agreemeni or to relieve the Unit 0perat0r

of any right or obligation established under this Unit Agreement, and in’ease of any
inconsistency or conflict between the unlt agreement'and the unit operating sgreement,
this Unit Agreement shall prevail., Three true coples of any unit operating agreemenﬁ
executied pursuaﬁt to this section should be filed with the SupervisOr, and one true
copy with the Commissioner, prior to approval of this agreement by the Director.

8, RICHTS AND OBIIGATIONS OF UNIT OPERATOR: Except as otherwise spedifically
provided hereln, the exclusive right, priviiége, and duty of exercising any and all
rights of the parties hereto which are necessary or convenient for prospecting for,
producing, storing, allocating, and distributing the unitized substances are hereby
delegated to and shall be exercised by the Unit Operator as herein provided.
Acceptable evidencg‘of title to sald rights shall be deﬁosited with said Unit
Operator and, together with this agreement, shall constitute and define the rights,
privileges, and obligations of Unit Operator. Nothing herein, however, shall be
construed to transfer title to any land or to any lease or operating agreement, it
being undérstood that under this agreement the Unit Operator, in its capacity as
Unit Operator, shall exercise the rights of possession and use vested in the pafties
hereto only for the purposes herein specified.

9. DRILLING 70 DISZOVERY: Within 6fmon£hs’after the effective date heredf,
Unit Operator shall begin to drill an adequate test well at a location approved by
the Supervisor,: if oﬁyFederal Land, or by the Commissioner {f on State Lend, or by
the Commission if on pbivately owned land, unless on such effective date a well is
being drilled conformably with the terms hereof, and thereafter continue such
drilling diligently until the Devonian formation has been tested or until at a lesser

- depth unitized cubetances shall be discovered which can be produced in paying
quantities (to-wit: quantities sufficlent to repay the costs of drilling, and pro-
ducingiopérationu, with a reasohable profit), or the Unit Operator shall at any

time establish to the satisfeetion of the Supervisor 1if on Federal Lend, the
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Commissioner if on Stuté ILand, or the Commission ¢ on privateiy owned land, that
further drilling of said well would he unwarranted oy impracticable, provided, however,
that Unit Operator shall not in any event be required to drill said well to a depth in
excess of 12,000 feet. Until the discovery of a depoett of unitized substances capable
of being produced in paying quantities, the Unit Operatom shall continue drilling
diligently-‘one well at a time, allowing not morelthanVé months between ithe completion

of ore well and the beginning of the next well, until a well capeble of producing
unitized substances in paying quantitles is completed to the satisfaotion of said Super-
visor if on Fedéral Land, the Commissioner if on State Land, or the Oaﬁnission if on
privately owned land, or until it is reasonably proved that the unitized land is in-
éapable of producing unitized substances in paying quantities in the formatiops drilled
hereunder.  If unitized substances in paying quantities shall have been discovered in
any test well completed or in the process of completion upon the unit area prior to the
effective date hereof, such well shall comply with the provisions of this Section and
all further development operations shall be conducted in accordance with an approved plan
of development and operation in accordance with Section 10 hereof. Nothing in this -
_sectioﬁ 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 resignetion becoming effective in order to comply with the
requirements of this géction, The Director and the Coﬁmissioner may modify the drilling
requirements of this section by granting reasoﬂable extensions of time when, in- their

N

opinion, such action is warranted.

Upon failure to comply with the drilling provisions of this section, the Director
and the Commissioner may, after reasohable’notice to the Unit Operator, and each woriing
interest owner, lessee, and lessor at their last known eddresses, declare this unit

agreement terminsted,

10. PLAN OF FIRTHER DEVELOPMENT AND OPKRATIQON: Within 6 months after com~

pletion of a well capéble of producing unitizod substences in paying quantities,
the Unit Operator shall submit for the approval of the Supervisor and the Commissioner
an acceptable plan of development and operation for the unitized land which, when
approved ﬁy the Supervisor and the Commissioner, shall constitute the further
drilling and operating obligations of the Unit Operator under this agreement for the
period specified therein, Thereafter, from time to time before the explration of any
existing plan, the Unit Operator shall submit for the approval of the Supervisor
and the Commissioner, a plan for an additional specificd period. for the development
and operatlon of the unitized land. Any plan submitted pursuant to this section
shell provide for the exploration of the unitized area and for the diligent drilling
-8 -




necessary for determinsation of the areu or areas thereof caspable of producing
unitized substances in paying quantities in each and every productive formation
and shall be as completé and adequate as the Subervisor and the Commissioner may |

determine to be necessary for timely cdevelopment and proper conservation of the

v the numher and

fu

oil and gas resources of the unitized &rea amn
location of any wells to be drilled and the proposed order and time for such
drilling; and (b) to the extent practicable specify the operating practices
regarded as necessary and advisable for proper conservation of natural resources.
Separate plans may be submitted for separate productive zones, gub ject to the
approval of the Supervisor and the Commissioner. Said plan or plans shall be
modified or supplementied wiien necessary to meet changed con&itions or to protect
the interests of all parties to this agreement, Reasonable diligence shall be
exercised in complying with the obligations of the approved plan of developmént.
The Supervisor and the Commissioner are authorized to grant a reasonable extension
of the 6-month period herein prescribed for submission of an initial plen of
development where such action is justified because of unusual conditions or
circumstances., After completion hereunder of a well capable of producing any
unitized substances in paying guantities, no further wella, except such as may he
necessary to afford protection against operations not under this sgreement or such
as may be specifically approved by the Supervisor and the Commissioner, shall be
driiled except in accordance with a plan of development approved a8 herein provided,

11. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of
producing unitized substances in paying quantities or as scon thereafter as required
by thé Supervisor or the Commiesioner, the Unit Operator shall submit for approval .
by the Director and the Commissioner, a schedule, based on subdivisions of the
public land survey or aliquot purts thereof, as to Federal lands, and, as to non-Federal
lands, based upon appropriate computations from the courses and distances shown on the
last approved public land survey as of the effentive date of the initlal pertioipating
érea, of all unitized fdnd then rogardcd ag reagonebly proved 1o bé produdbive of o
unitized substances in paying quantities; ell lands in said schedule on approval of the
Director and the Commissioner to constitute a partioipating area, effective as of ‘the
date of completion of such well or the effective date of the unit agreement, whichever

is later, Sald schedule also shall set forth the percentage of unitized substances to he

allocated as herein provided to each unitized tract in the partioipating area so established,
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veeomea effective. A separate participating area shall te established in like manner
for each separate pool or deposit of unitized substances or for any group thereof
produced as a single pool or zone, and any iwo or more participating areas so established

may be combined into one with the consent of the owners of all working interests in the

lands within the participating areas so to be combined, on approval of the Director and

| the Commissioner. The participating area or areas so established shall be revised from
t ime to time, subject to like approval, whenever such action appears proper as a result
of further drilling operations or otherwise, to include additional land then regarded
as reasonsbly proved to be productive in paying quantities, cr to exclude land then
regarded as reasonably proved not to be productive in paying quantities and the per-
centage of allocation shall also be revised accordingly. The effective date of any

revision shall be the first of the month in which is obtained the knowledge or informa-

tion on which such reviaion is predicated, provided, however, a more appropriate effective
date may be used if justified by the Unit Operetor and approved by the Director and the
Commissioner. No land shall be excluded from a participating area on account of
depletion of the unitized substances.

It is the intent of this section;that a partlicipating area shall represent the
area known or reasonably estimaied_to be: productive in paying quantities; but, regard-
less of any revision of the partiéipating area, nothing herein contained shall be
construed as requiring any retroactive adjustment for production obtained prior to the

" effective -date of the revision of the participating area,

In the absence of agreement at any time between the Unit Operator and the

Director and the Commissioner as to the proper definition or redefinition of a partici-

pating arees, or until a participating area has, or araas‘have, been established as
provided herein, the portion of all payments affected thereby may be impounded in a
mannef mutually acceptable to the owners of working interests, except royalties due

the Uniteg States and the Staté of New Mexico, which shall be determined by the
Supervisor for Fede®al lauds, the Comm1831oner as to Stété lands, and the>Ccmmissibn

as to privately owned‘lgnds, respectively, asnd the amount thereof deposited, as directed
by the Supervisor and the Commissioner, respectively, to be held as unearned money

until a participating area is finelly approved and then applied as earned or returned

in accordance with o determination of the sum due as Federal and State royalty on the

basis of such approved participating area.




Whenever it is determined, subject tc the apprdﬁal of the Supervisor, as to
wells on Federsl iand, and the ~“cmnmissioner as to wells on State liand, and the
commission as to wells on privately owned land, that a well drilled under this agree-
ment 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 sh4ll. for the purposes bf settlement among all parties other than working
interest owners, be allocated to the land on which the well is located so long as
such land ié not within a participating area established for the pool or deposit from
which such producstion is obiained. Settlement for working {nterest benefits from such
well shall be made as provided in the unit operating agreement.

12.  ALLOCATION OF PRODUCTION: All unitized substances produced from eech

participating area established under this asgreement, except any part thereof used in
confbrmity with good ‘operating praétices within the unitized area for drilling, bperating,
camp and other production or development purposes, for repressuring or recycling in
accordance with a plan of development approved by the Supervisor and the Commissioner,
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, fbr the purpose of determining any benefits accruing under thils agree-
ment, €ach such tract of unitized land shall have allocated to it such percentage of
saild production as the number of acres of such tract included in sald participating
area bears to the total acres of unitized land in sald participating area, except

thut allocation of production hereunder for purposes other than for settlement of

the royalty, overriding royalty, or payment out of production obligations ofﬂthe ‘
respective working interest owners, shall be on the basis prescribed in the unit
operating agreement whether in conformity with the basis of allocation herein set

forth or otherwise. It is hereby agreed that production of unitized subsiances from

& baéiiéipating areu shall be allocated as provided herein regafdless of whether

any wells are drilled oh any particular part or tract of sald participating area. If
any gas produced from one participating area is used for repressuring or recyecling
purposes in another participuizng area, the first gas withdruwn from such last-
mentioned participating area for sale during the 1life of this agreement shall be
considered to be the gas so transferred until an amount equal to that transferred

shull be so prodiiced for sale and such gés shnll be allocated to the participating
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shall operate to relieve the lessees of any land from their resapective lease obligations
for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is intraduced into any
participating area hereunder, for use in repressuring, stimulation of production,. or
increasing ultimate recovery, which shall be in conformity with a plan first approved
by the Supervisor, the Commissioner, and the Commissian,a like amount of gas, after
settlement as herein provided for any gas transferred from any other partlicipating
area, and with due allowance for loss or depletion from any cause, may be withdrawn
from the formation into which the gas was introduced, royalty free»as to dry gas, but
not as to the products extracted therefrom; provided thét such withdrawal shall be at
such time as may be provided in the plen of operations or as may otherwise be consented
to by the Supervisor, the Commissioner, and the Commission as conforming to good
petroleum engineering practice; and provided further, that such right of withdrawal
shall terminate on the termination of this unit sgreement.

Royalty due the Unitéd States shall be computed as provided in the operating
regulations and paid in value or delivered in kind as to all unitized substances on
the basis of the amounts thereof allocated to unitized Federal land as provided herein
at the rates specified in the respective Federal leases, or at such lower rate or
rates as may be authorized by law or regulation; provided, that for leases on whieh the
royalty rate depends on the daily averege production per well, séid average production
shall be determined in accordance with the operating regulations as though each
partlcipating area were a single consolidated lease,

Royalty due on account of ‘State and privately owned lands shall be computed and
peid on the basis of all unitized substances allocafed to such lands.

15. RENTAL SEYTLEMENT: Rentals or minimum royalties due on leases committed
hereto shall be paid by working interest owners responsible therefor under exisiiug

cohiracts, laws, and regulations, provided that nofﬁing-herein contained shall operate

to relieve the lessees of any land from thelr respective lease obligations for the
payment of any rental or minimum royalty in lieu thereof due under their léases. 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 Unlted States, unless such

rental or minimum royalty is walved, suspended, or reduced by law or by upproval of the

Secretary or his duly authorized representative.
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Rentals on State of New Mexico lands subject to this agreement shall be paid
at the rates specified in the respective leases.

With respeet to any committed lease on privately owned land eontaining provisions
which would terminate such lease unless driiliing Operations were within the time therein
spec{fied commenced upon the land covered thereby or rentals paid for the privilege of
deferring such drilling operations, the rentals required thereby shall, notwithstanding
any other provision of this agreement; be deemed to accrdé and. become payable during
the term thereof as extended by this agreement and until the required drilling oper-
ations are commenced upon the land covered thereby or some portion of such land is
included in a participating area.

16. CONSERVATION: Operations hereunder and production of unitized substances
shall be conducted to provide for the mosh economical and efficient recovery of said
substances without waste, ;s defined by or pursuant to State or Federal law or regula-
tion,

17. DRAINAGE: The Unit Operator shall take appropriate and adequate measures
to prevent drainage of unitized substances from unitized land by wells on land not
subject to this agreement or pursuant to applicable regulations pay a fair and rea-
sonable compensatory royalty as determined by the Superﬁisor for Federal lands or as
approved by:the Commissioner for State lsnds.

18, LEASES AND CONTRACTS CONFORMED AND EXTENDED: The terms, conditions, and
provisions of;all leases, subleases and other contracts relating to exploration,
drilling, development, or operation for oil or gas of lands committed to this agree-
ment are hereby expressly modified and amended to the extént necessary to maeke the
same conform to the provisions hereof, but otherwise to remain In full force end
effect; and the parties hereto hereby consent that the Secretary as to Federal leases
and the’Commissioner as to State leases shall and each by his approvél hereof, or
by the approval‘hereof by:his duly authorized representative, doeé hereby establish,
alter, change, or revoke the drilling, precducing, rental, minimum royalty, and royalty
requirements of Federal and State leases comnitted hereto and the regulations in
respect thereto to conform said requifements 1o the provisions of this agreement, and,
without limiting the generality of the foregoing, all leuses, subléases, and contracts
are particularly‘modified in accordénce with the following:

(a) The development and operation of lands subject to thls agreement under the
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terms hnereof snaisr v -

operation with respect to each and every part or separately owned uvramvu we-.

this agreement, regardless of whether there is any development of any particular part
or tract of the unit area, notwithstanding anything to the cqntrary in eny lease,
operating agreement or other contract by and between the parties hereto; or their
respective predecessors in interest, or any of them.

(b) Drilling and producing operations performed hereunder upon any tract of
unitized landsc will be accepted and deemed to be performed upon and for the beriefit of
each and every tract of unitized land, and no lease shall be deemcd to expire by reason
of failure to drill or produce wells situated on the land therein embraced.

{c) Suspensicn of drilling or producing operations on all unitized lands pursuant
to direction or consent of the Secretary and the GCommissioner or their duly authorized
representatives shall be deemed to constitute such suspension pursuant to such direction
or consent as to each and every tract of unitized land.

(@) Each lease, sublease or contract relating to the exploration, drilling, develop~-
ment or operation for oil or gas of 1ahds other than those of the United States committed
to this agreement, which, by its terms might expire prior to the termination of this
agreement, 1s hereby extended beyond any such term so provided therein so that it shall
be continued in full force and effect for and during the term of this agreement,

(e) Any Federal lease for a fixed term of twenty (20) years or any renewal thereof
or any part of such lease which is made ‘subject to this agreement shall continue in force

beyoud the térm provided therein until the termination hereof. Any other Federal lesase

committed héreto shall continue in force beyond the term so provided therein or by law
~as8 to the land committed so long as such lease remains subject hereto, provided that
production is had in paying quantities under this unit agreement prior to the expiration
date of the term of such lease or in the event actual drilling operations are commenced
upon unitized land, in accordance with the provisiéns of this agreement, prior to the
end of the primary term of such lease and are being diligently prosecuted at that time,
such lease shsall be éxtendéd for two (2) yocares and so long thereafter as oll or gas is
produced in paying quantities in accordance with the provisions of the Mineral Leasing
Act Revision of 1960.

(f) FEach sublease or contract relating to the operation andqgvelopment 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 bynthe immediately
preceding paragraph, will expire, is héreby extended beyond any such term so provided therein
so that it shall be continued in full force and effect for and during the term of the under-

lying lesse as such term is herein extended.
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(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 Act, as amended

by the Act of September 2, 1960 (74 Stat. 781, 784);

"Any [federal” lease heretofore or hereafter committed to any
such 'unit plan embracing lands that are in part within and
in part outside of the area covered by any such plan shall be

: segregated into separate leases as to the lands committed

; and the lands not committed as of the effective date of

unitization: Provided, however, that any such lease as to
the nonunitized portion shall continue in force and effect
for the term thereof bui for not less than two years from

the date of such segregation and so long thereafter as oil

or gas is produced in paying quantities.®

A i A€ AL A

(h) Any lease, sublease or contract embracing lands of the State of New Mexico

which is made subject to this agreement shall continue in force beyond the term provided

P e bt

therein as to the lands committed hereto until the termination hereof.
(i) Any lease, other than a Federal lease, having only a porticn of its lands
committed hereto shall be segregated as to the portion committed and the portion not

committed, and the terms of such leases shall apply separately to such segregated portions

commencing as of the effective date hereof; provided, however, that the provisions hereof
shall apply only to the lands committed to this agreement. In the event any such lease
provides for a lump-sum rental payment; such payment shall be prorated between the

" portions so segregated in proportion to the acreage of the respectfﬁé tracts. Provided,

however, notwithstandihg any of the provisions of this agreement to the contrary. aﬁy-
lease embracing lands of the State of New Mexico having oniy a portion of its lands

committed hereto shall continue in full force and effect beyond the term provided

therein as to all lands embraced in such lease, if 0il and gas, or elther of them, are
being produced in paying quantiﬁies from some part of the lands embraced in such lease

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

secondary term,. the lessee or the Unit Operator is then engaged in bona fide drilling

2 onzome mart of the lands embraced ‘in such lease or applicable
shut~in gas royalty 1s paid In accordance with the terms of such 1eése, the same as to
41l lands embraced therein shall remain in full force and effect so long as such ope;;%
ations are bteing diligently prosecuted, and if they result in the production ‘of oil and
gas, or either of them, said lease éhall continue in full force and effect as to all of
the lénds embraced therein, so long thereafter as oil and gas, or either of them, in

‘ paying quentities are being produced from any portion of sald lands.

19, COVENANTS RUN WITH [AND: “Phe covenants herein shall be construed to be

éovenants running with the land with respect 1o the interest of the parties hereto
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and their successors in Interest until this agreement terminates, and any grant,
transfer, or conveyance, of interest in land or leases subject hereto shall be and
hereby is conditioned upon the ascsumption of all privileges and obligations hereunder
Ly the grantee, transferee, or other successor in interest., No assignment 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 Operator is 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 Director, and the Commissioner, or their duly authorized representatives, as of

the daie of approval by the Director, and shéll'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 extensions thereof that the unitized land is incapable of production
of unitized substances in paying quantities in the formations tested
hereunder and after notice of intention to terminate the agreement on
such ground is given by the Unit Operator to all parties in interest at
their last known addresses, the agreement is terminated with the approval
of the Director end the Commissioner; or

(e) A valuable discovery of unitized substances has been made on unitized

land during said initial tefm 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 paying ‘quantities, i.e., in this particular
instance in quantities sufficient to pay for the cost of producing same
from wells on unitized land within any participating area established
hereunder and, should production 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 the unitized substances can

be produced as aforesaid; or
(d) It is terminated as heretofore provided in this agreement.
This agreement may be terminated at any time by not less than 75 per centum, on
an acreage basis, of the owners of working interests signatory hereto, with the approval
of the Director and the Commissioner; notice of any such apprdval to be ‘given by the

Unit Operator to all’ parties hereto.

21. RATE OF PROSPECTING, DEVELOFPMENT AND PRODUCTION: The Director is hereby

vested with authority to alter or modify from time to time in his discretlion the
quantity and rate of production under this agreement when such quantity and rate is
not fixed pursuant to Federal or State law or does not conform to any state-wide
voluntary conservafion or allocation program, which is establishéd, recognized, and

generally adhered to by the majority of cpc ators in sueh State, sﬁch authority being
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hereby limited to alterstior or modification in the public interest, the purpose
thereof and the public interest to be served thereby to be stuted in the order of
alteration or modification. Without regard to the foregoing, ihe Director is also
hereby vested with authority to alter or modify from time to time in his discretion
the rate of prospecting and dévelopment and the quantity and rate of production under
this agreenent when such alteratlion or modification is in the interest of attaining the
conservation ubjectives stated in this agreeméent and is not in violation of any
uppllicable Federal or State law. It is agreed, further, that no such alteration or
modification shall be effective as to any land of the State of New Mexico as to the
rate of prospecting hnd development in the absence of the specific written approval
thereof by the Commissioner and as to the quantity and rate of production in the
absence of speciflc written appfoval thereof by the Commission,

Powers in this section vested in the Director shall only he exercised after

notice to Unit Operator and opportunity for hearing Lo be held noi iess than 15 days

from notice.

22, CONFLICT OF GIPERVISION: Neither the Unit QOperator nor the working interest

owners nor any of them shall be subject to any forfeiture, termination or expiration

of any rights hereunder or under any leases or contracts subject hereto, or to any

penalty or liability on account of delay or failure in whole or in part to comply with

any applicable prbvinion thereof to the extent that the sald Unit Operator, working v ;\
interest owners or any of them are hindered, delayed or prevented’from complying |
therewlth by reason of failure of the Unit Operator to obtain, in the exercise of
due diligencé, the concurrence of proper re@tesénta;ives of the United States and of
the State of Néw Mexico in and sbout sny matters or things concerning whish it is
required herein that ouch c¢onecurrence be obtained.
23, ATVPEARANCES: Unit Opérator shall, after notice to other parties affected,
have the right to appeur for and on behzlf of any and ail Interests affected hereby
before the Depnrtmént of the Interior, the Commissioner of Public Lands and the New
Mexico 01l UContervation Commission, and to appesl from orders issued under the
regulations of euid ﬁepurtment, the sald Commission or the said Commissioner, or to
apply for relief from avy of sald regulations or in any proceedings relative to
operations before the Pepariment of the Tnterior, the suid Commissioner or the said‘

Commicoion, or uny other legully constituted authority; provided, however, that any
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other intererited party shall ulso have the right at hisc own expense to be heard in
ary such proceeding.

24. NOTICES: All notices, demands or statements required hereunder to be given
or rendered to the parties hereto shall be deemed fully given if given in writing and
pebsonally delivered to the party or sent by postpaid registered mail, addressed to
such purty or parties at their respective addresses set forth in connection with the
signatures hereto or to the ratification or consent hereof or to such other address
as any such party may have furniched in writing to party sending the notice, demand or

statement.

25. NO WAIVER OF CFRTAIN RIGHTS: Nothing in this agreement contained shall be

construed as a wailver by any party hereto of the right to assert any legal or con-
stitutional right or defense as to the validity or invalidity of any law of the State
wherein said unitized lands are located, or of the United States, or regulations
issued thereunder in any way affecting such party, or as a walver by any such party
of any right beyond his or its authority to waive. |

26. UNAVOIDABLE DELAY: All obligations under this agreement requiring the

Unit Ope?ator to commence or continue drilling or to operate on or produce unitized
suhstances fromvany of the lands covered by this agreement shall be suspended while,
but only so long as,‘the Unit QOperator deSpite the éXérciée of ‘due care:and
is prevented from complying Wj}h such obligations, in whole or in part, by strikes,
acts of Cod, Federal, State or municipal law or agencles, unavoidable accidents,
unconfrollable delays in transportation, inability to obtain necessary materials in
open market, or other matters beyond the reasonable control of the Unit Operator
whether &imilar to the matters herein enunlérated or not.

27. FAIR_EMPLOYMENT: In connection with the performence of work under this
agreement, the Unit Operator agrees not to discriminate against any employee or |
applicsnt for employment because of racé, religion, color, or national origin. The
uforescaid provicion shall include, but not be limited to, the following: employment,
upgrading. demotion, or tranéfer; rec;uitment or recirultment advertising, layoff.
or termination: rates of pay or other forms of compensation; and selectién for
training, including apprenticeship. The Unit Operator agrees to post hereafter in
conrpicuous places, available for employees and appllcunts for employment, notices

1o be provided by the contracting officer setting forth the provisions of this
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nondiscrimination clause,

The Unit Cperator agrees to insert the foregoing provision in all subcontracts
‘hereunder, except subcontracts‘for standard conmercial supplies or raw mg?erin]s_

28. LOSS OF TITLE: In the event title to any interest in any‘trhgéiéﬂlunitized
land shall fail and the true owner cannot be induced to join-in thiéfunit agréémeit,gqy
such interest in such tract shall be autometically regarded as not-hommitted hereto ‘
and there shall be such readjustﬁent of future costs énd benéfits’és may be required
on account of the loss of such title. In the eventi of a dispute as to title as to any
royalty, working interest, or other interests subject thereto, payment or delivery
on account thereof may be withheld without 1liability for interest until the dispute
is finally settléd; provided, that, as to Federal and State land or leases, no payments
of funds due the United States or the State of New Mexico shall be withheld, but
such funds of the United States shall be deposited as directed by the Supervisor, and
such funds of the State shall be deposited as directed by the Commissioner, to be
held as unearned money pending final settlement of the title dispute, and then applied
as earned or returned in accordarce with sﬁch final settlement.

Unit Operator as such is relieved from any responsibility for any defect or

failure of any titlevhereunder.
29. NON-JOINDER AND SUBSEQUENT QO;NDER: If the owner of any substantial interest

in a tract within the unit area fails or refuses to subscriﬁé‘or consent to this agree-~
ment, the owne: of the working interest in that tract mey withdraw said tract irom this
agreement by written notice to the Director, the Commissioner and the Unit Operator prior
to the approval .. this agreement by the Director. Any oil or gas interests in lands
within the unit area not commitied hereto prior to submission of this agreement for
final approval may thereafter be committed hereto by the owner or owners thereof
subscribing or consenting to this agreement, and, if the interest is & working*interesi,
by tﬁe owner of such interest also subseribing to the unit operating agreement, Alter
operations are commenced hereunder, the right of subsequent joinder, as provided in this
section, by u working interest owner is subject to such requirements or approvals, ir
any, pertaining to such joinder, as may be provided for in the unit Operating‘agreement.
After final approval hereof Joinder by a non-working interest owner must be consented

to in writing 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,
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Joinder by any owner of a non-working interest, at any time, must be accompanied by
appropriate joinder by the owner of the corresponding working interest in ordér for the
interest to be regarded as effectively commitied hereto. Joinder to the wxli agreement

by a working-interest owner, ot any time, must be accompanied by appropriate Jjoinder to

the unit operating agreement, if more than one committed working-interest owner is
involved, in order for the interest 1o be regarded as effectively committed to this
unit agreement, Except as may otherwise herein be provided subsequent joinders to

this agreement shall be effective as of the first dey of the month following the filing
with the Supervisor, the Commissioner and the Commission of duly executed counterparts
of all or any papers necessary 1o establish effective commiiment of any tract to this
agreement unless objection to such joinder is duly made withiﬁ 60 days by the Director,

the Commissioner or the Commission.

30. CdﬁNTERPARTS: This Agreement may be executed in any number of counterparts,

no one of whieh 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 countérpart, ratification, or consent
hereto with the same force and effect as if all such parties had signed the same docu-
ment, 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.

31. SURRENDER: Nothing in this agreement shall prohibit the exercise by any
wgrking interest ownér of the right to surrender vesied in such party in any lease,
sub-lease, or operating agreement as to all or sny part of the lands covered thereby,
provided that each party who will or might acquire such working 1n£erest by suech
surrender or by forfeiture as hereafter set forth, is bounu by the terms of this agree-
ment; provided, however, that no land included in @his unit which is embraced in a State
of New Mexico lease shall be surrendered to the State so long as this agreement is in
effect,

If as & result of any such surrénder,‘the working iﬁtérest righte ag to ouch
lands become vested in any part, other than the fee owner of the unitized substances,
sald party shall forfeit such rights and no further benefits from operation hereunder
as to sald land shall acerue to such party, unless within ninety (90) days thereafter
sald party shall execute this agreement and the unit operating agreement as to the
working interest acquired through sueh surrender, effective as thangh such land haed
remained continuously subject to this agreement and the unit operating agreement,

And in the event such agreementis are not so executed, the pariy next in the chain of
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title shall te and become the owner of such workirg interest at the end of such ninety

{90} day period, with the same force und effect ar though such working interest had

been surrendered 1o such party.

If as the result of any such surrender or forfelture the working interest
rights‘aa to such lande become vested in the fee owner of the unitized substances,
asuch owner may:

(1) Execite this agreement and the unit operating agreement as a working
interest owner, effective as though sich lund had remained continuously
subject to this agreement and the unit operating agreement.

{2) Again lease such lands but only under the condition that the holder of
such lease shall within thirty (30) days after‘such lands are so leased
execute this agreement and the unit operating agreement as to each
participating areas theretofore established hereunder, effective as
though such land ﬂad remained continuously subject to this agreement
and the unit operating agreement.

(3) Operate or provide for the operation of such land independently of this
agreement as to any part thereof or any oll or gas deposits therein not
then inciuded within a participating aresa.

1f the fee owner of the unitized substances does not execute this agreement and
the unit operating agreement as a working interest owner or again lease such lands as
above provided with respect to ench existing participating area, within six (6) months
after any such surrender or forfeiture; such fee owner shall be deemed to have waived
the right to execute the unit opefating agreement or lease such‘landésas to each such
participating «res, and to have agreed, in considevation for the compensation herein-
after provided, thut operations hereunder as toiany such partleipating area or areas
skall not bve affected by such surrender.

For anv neriod the wnrh;ng tatarect in any lunds are not cRpreadly couuiibibed
10 the unit operating agreement as the resuit of any such surrender or forfeitire,
the benefits and obligations of operations aceruing to such lunde under this agree-
- ment and the unit opernting agreement shall be shared by the remaining owners of
unitized working interests in accordance with their respective purticipating working
interest ownerships "In uny such participating .rea or aveas, and such owners of

working interests shall compensate the fee owner of unitized substunces in such lands
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by paying sums equal to the rentals, minimum roysities, and royalties appli&able to
such lands under the lease in effect when the lands were unitized, as to such par-

ticipating area or areas.

Upon commitment of a working interest to this agreement and the unit operating
agreement as provided in this section, an appropriaic aeccounting and settlement shall
be made, to reflect the retroactive effect of the commitment, for all benefits accruing
to or payments and expenditures made or incurred on behalf of such surrendered working
interest during the period between the date of surrender and the date of recommitment,
and payment of any moneys found to be owing by such an accounting shall be made as

between the parties then signatory to the unit operating agreement and this sgreement

within thirty (230) days after the recommitment. The right to become a party to this

P R R SIS SN gt g i

agreement and the unit operating agreement as a working interest owner by réason of
a surrender or forfeiture as provided in this section shall not be defeated by the
nonexistence of a unit‘operating agreement and in the event no unit operating saree-
ment is in existence and a muiually acceptable agreement between the proper parties
thereto cannot be consummated, the Supervisor may prescribe such reasonable and
equitable agreement as he deems warrented under the circumsiéiices.

Nothing in this section shall be deemed to limit the right of joinder or
subééquent Joinder to this agreement as provided‘elsewhere in this agreement, The

exercise of any right vested in a working interest owner to reassign such working

interest to the party from whom obtalned shall be subject to the same conditions as
set forth in this section in regard to the exercise of a right to surrender.
f IN WITNESS WHEREOF, the parties hereto have caused this agreement to be executed

and have set opposite thelr respective names the date of execution.

HONOLULU OIL CORPORATION

Date: - Ry o
. President
ATTEST: '

Secretary
Address: P.0. Drawer 1391
Midland, Texas

UNIT OPERATOR AND WORKING INTEREST
OWNER




Olen F, Featherstone

GULF OIL CORPORATION

By

Ernest Hanson

LEONARD OIL COMPANY

By

PHILLIPS PETROLEUM COMPANY

By,

SKELLY OIL COMPANY

By

UNION OIL COMPA:iY OF CALIFORNIA

By - C e

WILSON OIL COMPANY

By
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FEDERAL LANDS

WORKING INTEREST ACRES IR
TRACT  SERIAL NO, OWNER UNIT

. M. 023091  Union Oil Co: of california ' 680.00
M. 023022 Union Oil Co. of California 560.00
M. 016754 Unfon 0il Co. of California 637.12
C. 064528-Cc F. W. Estfll (Optioned to
Gulf 04l Corporation) 797.28 | o
. 067965 F. W. Estil] (Optioned to
: Gulf 011 Corporation) 160,00 :
. 06320 Mrs. W. H. Miller (Optioned EX\‘\\B\T A
to Gulf 0Ll Corporation) 160,00

C
.M
B LGl obiazn | emem Aemen 65 | MEKITTRICK CANYON UNIT AREA
"
C

W N
eZZE

(%
=

9. N. M. 015078 Wilson 0il Company 640.00 - - -
10.  N. M. 034925  Fred M. Cassidy (Optioned T-22-§ —R-15 & W%-E
to Honolulu 011 Corporation 880.00
11. L. C. 064548 Honolulu 0il Corporation 320.00 EDDY CQUNTY NEW MEX\CO
12, N. M. 0879 Mrs. Zela D. McBride !
(Optioned to Phillips
! Petroleum Company) __120.00 SCALE
x Total Federal 5,274.40
' STATE LANDS ¢ I MiLE \
v WORKING INTEREST ACRES IN &
i TRACT LEASE NO. L OWNER UNIT N
Al
K9
13.  E-6066 Gulf 011 Corporation 160,00 ny
14, E-5225 Leonard Oil Company , 117.85 A
15. 0G~3943 Honolulu 0fl Coxporation 480.00 . ’
16,  06-4643 Honolulu 011 Corporation 195.95 3“(7 /“,
17. 0G-2287 Honolulu 0il Corporation 320.00 i
Total State 1,273.80 ’\“3 Ky N
FEE_LANDS 0P
WORKING INTEREST ACRES IN
TRACT LEASE NAME OWNER UNIT
18, Ralph A. Shugasrt
. ot al Honolulu 0il Corporation 120,00
19, J.S. Windhom Skelly 011 Company ..40.00

Tolo) Fee - '°°'°,°_
TOTAL ACREAGE IN UNIT AREA .. §,708,20
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Deseription of Tand

FEDFEAT TAWDS:

s
M

I A

Township 22 Scuth, Range 25 East

Section 22: SEL NEL, SEL
Section 23: Wi, wi E

Townchip 22 South, Range 25 East

Section 26: Wi NEL, H
. .ww mmw SWi
Section 27: NE:. w3 SEL

Township 22 South, Range 26 East
Lote 1, 2, 3, 4,E%
2, Wh BL, B3 NEL,

Section 30:

NE: SE:

lownship 22 South, Range 25 Bast

Section 35: SEL wE:

Township 22 South, R
Section 23; mw s
Section 24: W3

Township 22 South, Range 26 East

Section 19: Lots 1,2,3,4

B} wh

Township 22 South, Range 26 East

Section 19: NE4

ange 25 East

EXHIBIT "B
McKITTRYCK CANYON UNIT
EDDY COUNYY, NEW MEXICO

Serial No, &

Lessee of Recerd

Committed
Working Interest
& Percentasge

Overriding Royalty
& Percentage

No. of Effective Date Basic Royalty

Aeres of J.ease & Percentage

680.00 W 023091 USA - 1234
August 1, 1956

550.00 MM 023022 USA - 12i%
August 1, 1956

637,12 NM 016754 UsA -~ 1214
May 1, 1955

797.28 LC.0&45284C UsA - 1254
February 1, 1951

160.00 LC 067965 USA - 125%

April 1, wowm

Union 011 Company
of California

Union 0il Company
of California

Union Qil Company -
of California

F.W, Estill, Box
1023, Kermit, Texas
(Optioned to Gulf
0il Corp.)

F.W, Estill, Box
1023, Kermit, Texas
(Optioned to Gulf
0il Corp.)

Marion V. Harris &

Lawrence C. Farris,
Box 6657, Roswell,

N.M. ~ $500.00 per

acre to te paid out
of 3%.

Union - 100%

Emmett D. White & wife Union - 100%
Blanche V., White, Box

146, Roswell, N.M. -

$750.00 per acre out of 3%.

T. J. Deason, Jr. &
wife, Juoe ¢, Deason,
1804 W. 4th St.,
Roswell, N.M. $500.00
per acre out of 3%,

Union - 100%

Roy L. Flood & wife,
Dixie D, Flood, 712
N. Main St., Roswell,
N.M. $750.00 per acre
out of 3%.

F.W, Estill - 1004

Mrs. Mary Didlake &
husband, Tom Didlake,
Rt. 2, Box 79-A, Roswell,
N.M. - $500.00 per acre
cut of 3%

F.W, Estill - 100%




Tract

No.

S.

1C.

11.

12.

: No. of Effective Date Basic Royalty
Desceription of Land Acres of Tease & Percentage
Township 22 South, Range 26 East  160.00 M 06320 USA - 1234
Section 19: SEi : . September 1,1952
Township 22 South, Range 25 Fast 80.00 LC 064528-D UsA - 12i%
Section 24: N3 SE2 February 1,1951
Township 22 South, Rapge 25 East  160.00 LC 064528 USA - 1234
Section 24: Wi ‘ February 1,1951
Township22 South, Range 25 East €40.00 NM 015078 UsA - 123%
Section 25: A1l : October 11,1954
Township 22 South, Range 25 East  880.00  NM 034925 USA - 123%
Section 26: . SEL, EX NE}, SWi NE Avgust 1, 1958
Si; SWi
Section 27: mw mmw
Section 35: Nz NEF, Wi NEL, SEi Wwi,
S
Township 22 South, Range 25 East 320.00 LC 064548 UsSA - 123%
Section 34: E3 February 1,1951
Township 22 South, Range 25 East  120.00 W 0879 USA - 1249

Section 35: N NWi, Swi Nwi

Serial No. &

December 1,1951

Lessee of Record

Committed
Working Interest
& Percentage

Overriding Royalty
& Percentage

Mrs. W.H. Milzer,
609 S.Lea, Roswell,
N.M. (Optioned to
Gulf 0il Corp.)

Olen F., Featherstone

-‘Roswell Pet. Bldg.

Roswell, N.M,

Ernest Hanson

Wilson Qil ‘,ooB@mb% B

‘Box 627, Santa Fe,

N.M.,

Fred M. Cassidy
(Optioned to Hono-
Iulu 0il Corp.)

Honolulu 0il Cerp.

Mrs. Zela D.McBride
(Optioned to Phillips
Petroleum Co.)

ey o e 54 St a8

Mrs., W.H. Milper &
husband,W KTMilnér,
60¢ S.lea, Roswell,
N.M. . $750.00 per acre
out of 3%.

100%

Roy L. Flood, 611 S. Olen F.Featherf...-

Missouri,Roswell, stone - 100%
N.M. - 3 of 1% ORR

Roy L. Flood,611 S. .Ernest Hanson-
Missouri, Roswell, 100%

N.M. -3 of 1% ORR
None Wilson 0il Co.-~
100%

Irma M. Hanson &
husband,LiA.Hanson,
512 Gerst St.,
Artesia, N.M.-3%;
Fred N, Cassidy -~
3 of"1%

Fred M. Cassidy-
100%

Grady Southworth &  Honolulu-100%
wife, Fthel Marie

Southworth, 108 W.

Albuquerque, Roswell,

N.M, - 3%.

Zela D.Wood (former- Mrs. Zela D.Wood
1y Zela D.McBride) (formerly

220 S.Eudora,Denver, McBride) - 100%

Colo. 5%; Eleanor L.
Rettig, Box 1597,
Midland, Texas - 13%;
Ora R, Hall, Jr., Box
1681, Sauta Fe, N.M,-
13%.

A N il . o s o

Mrs., W.H. Milner -




Serial No. &

Tract No. of Effective Date  Basic Royalty
No Deseription of land Acres of Lease & Percentage Lessee of Record
13. Township 22 Scuth, wmumm 25 East 80.00 LC 064528-E U - 123% Featherstone Corp.
Section 24: S5 SEE February 1, 1951 Roswell Pet. Bldg.
Roswell, N.M,
TOTAL 13 FEDERAL TRACTS 5,274.40 Acres
STATE LANDS:
14. Township 22 South, mmumm 25 Fast 160,00 E-6066 State of N.M.~ Gulf 0il Corporation
Section 36: mm» NEL, NEL Nwi, March 10, 1952  12i%
s» Swi
15.  Township 22 Sozth, Range 26 Kast 117.85  E-5225 State of N.M.- Leonard Oil Co., Box
Section 31: Lots 1 & 2 (Wi W) ‘May 10, 1951 124% 708, Roswell,N.M.
z.m.m. mﬁ.. ’
16. Township 22 mo:g Range Nm mmm.« 480.00 0G=3943 State of N.M.- Honolulu 0il Corp.
Section 36: m NEZ, msw M\ June 17, 1958 125%
mm zz , zz
Ez mm»
17. Township 22 South, Range 26 East 195.95 0G~4643 State of N.M.- Homolulu 0il Corp.
Section 31: Lots 3 & 4, E3 Nwi, October 21, 1958 123%
SE: i
18. Township 22 Sou. .g Range 26 East  320.00 0G-2287 State of N.M.-  Honolulu 0il Corp.
Section 31: F3 March 18, 1958  12i%
TOTAL 5 STATE TRACTS 1,273.80 Acres
FEE LANDS:
19. Undivided } interest in N3 NE &  60.00 net Ralph A. Shugart Lessors - All

SW: NEZ of Section 22, aocumu»w
mm moﬁ.? Range 25 East

& wife, Rena
Shugart, Artesia,
N.M. ; Lease dated
7-29-58, expires
7-209-68

Honolulu 0il Corp.

Overriding Royalty

Cormitted
Workirg Interest
& Percentage

& Percentage

Roy L. Flood,611 S.

Missouri, Roswell,
N.M. -3 of 1% ORR

None

Mone

None

None

Nc¢ne

None

Featherstone Corp.-
100%

Gulf 0il Corpo-
ration ~ 100%

Leonard Q0il Co.-

1004 , .
Honolwlu - 100%
Honolulu - 100% *

Honolulu - 100%

Honolulu - 100%




Tract

No.

19,

19,

19

20,

Deseription of Land

Undivided § interest in N& NEL &
SWi NE% Sec. 22, Township 22
South, Range 25 East

Undivided 1/8 interest in N& NEi
& SW} NEL Section 22, Township
22 South, Range 25 East

Undivided 1/8 interest in N3 NE} & 15.00 net

SWi NE; Section 22, Township 22
South, Range 25 East

SE} SE Section 30, Township 22
South, Range 26 East

Two Fee Tracts - 160 Acres

No. of
Acres

Serial No. &
Effective Date Basic Roysalty

of T.case & Percentage

30.00 net:Johney Cockburn & Lessors - All

15.00 net

40.00

wife, Thelma
Cockburn, 711
Fair Bldg., Ft.
Werth, Texas,
lease dated
7-29-58, expires
7-29-68

C.M. McElhannon Lessors --Al11
& wife, Eeine ‘
McElhanncn, Box

1657, Ft. Wortih,

Texas, Lease

dated 7-29-58,

expires 7-20-68

Gertrude Bennett Lessors - All
& Mse Smith, Ft,

Worth, Texas, &

Rose Salzman &

husband, Albert

Salzman, Houston,

Texas, Lease

dated 7-29-58,

explres 7-29-68

J.S. Windham & Lessors - All
wife, Alma Gray

Windham, Carlsbad,

New Mexico. Lease

dated 5-7.58,

expires 5-7-68,

TOTAL 20 TRACTS IN ENTIRE UNIT AREA 6,708.20 Acres

[ — S

Overriding Royalty
Lessee of Reco:xd & Percentage

Comitted
Working Irterest

& Percertage

Honolulu Oil Corp.  None

Honolulu Q0il Ccrp.  None

“Honolulu 0il Corp. None

Skelly 0il Compuny = None

Honolulu - 100%

Honolulu - 100%

Honolulu ~ 1004

Skelly - 100%

J
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c.llL C’}CNSERVAH\}N CUMMIBSTON
NPl Ut EXmisl NO,

CASE NO. /
UNIT AGRE 22 ﬁ/j

FOR THE DEVELOPMENT AND OPERATION OF THE
MeKTTIIICK CANYON UNTY AREA
DDY COUNTY , NiW MEXTICO

No.

THIS AGREEMENT, eniered into as of the 15l day of October, 1960, by and between
the parties subscribing, ratifying or consenting hereto, and herein refcrred to as
"parties heretlo",

WITNESSETH:
; | WHEREAS, the parties hereto are the owners of working, royalty or other oil or

gas interests in the unit area subject to this agreement; and

WHEREAS, the Mineral lLeasing Act of February 25, 1920, 41 Stat. 437, as amended,
20 U.S.C. Secs. 181;‘et seg., authorizes Federal lessees and their represeﬁtatives
to unite with each other;, or Jjointly or separately‘with;others, in collectively adopiing
and operating under a cooperative or unit plan of development or operation or any oil
or gas pool, field or like area, or any part thereof, for the purpose of more'properly
conserving fhe natural recources thereof whenever determined and certified by the
Secretary of the Interlor to be necessary or adviseble in the public interesti; ana

WHEREAS, the Commiscioner of Public Lands of the State of New Mexico ie

suthorized by an Act of the Legislature (Chap. 88, Laws 1943) to consent to or epprove
this agreement‘on behalf of the State of New Mexico, insofar as 1t covers and includes
lands and mineral interests of the State of New Mexico; and

WHEREAS, the 01l Conservation Commission of the State of New Mexico is authorized
by law (Chapter 72, LaWs of 1935, as emended by Chap. 193, Laws of 1937, Chap. 166,
Laws of 1941, and Chap. 168, Laws of 1949) to approve this agreement, and the conserva-

tion provisions hereof; und

WIEDRDAS, the narties hereto hold sufficient interests in the McKittrick Canyon Unit

Area covering the land hereinafter described to give reasonably effective contrcl of i

operatlons therein; und

WHEﬁEAS, it is the purpose of fhe parties hereto to conserve natural resoﬁrees,
prevent waste and secure other benefits obtainable through development and operatibn
~ of the area subject to this agreement under the terms, conditions, and limitations
herein set forth;
‘NOW, THEREFORE,‘in consideration of the premises and the promises herein con-

tained, the parties hereto commit to this agreement thelr respective interests in the
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below~defined unit area; and agree severally among themselves as follows:

1. ENABLING ACTE AND REGUIATIONS. The Mireral lLeasing Act of February 25, 1920,
as amended; supra, and all valid pertinent regulations, including operating and unit plan
regulations, heretofore issued thereunder or valid; pertinent, and reasonable regulations
hereafter issued thereunder are accepted and made a"paft of this agreement as to Federal
lands, provided such regulations ar: not inconsistent with the terms of this agreement;
and as to non-Federal lands, the oil and gas operating regulations in effect as of the
effective date liereof governing drilling and producing operations; not inconsistent
with the terms hereof or the laws of the'State'in which the non-Federal land is located,
are hereby accepted and made a part of this agreement.

2. HHLI_AEEA, The area specified on the map attached hereto marked Exhibit vA"

1= hereby designated and recognized as constituting the unit area, containing 6708.20

‘acres, more or less.

Exhibit ﬁA" shows, in addition to the boundary of the unit area, the
boundaries and identity of tracts and leases in said area to the extent known to the
Unit Operator. Exhibit "B" attached hereto is a schedule showing to the extent known
to the Unit Operator the acreage, pe¥centage, and kind of ownership of oil and gas
interests in all land in the unit area. However, nothing herein or in sald schedule
or map shall be construed as a representation by any party hereto as to the ownership
of any interest other than such interest or interests as are shown in said map or
schedule as owned by such party. Exhibits "A" and "BY shall be revised by the Unit
Operator whenever changes in thg unit area render such revision necessary, or when
requested‘by the 0il and Gas Supervisor, hereinafter referred to as "Supervisor",
or Commissioner of Public lLands, ;ereinafter referred to as "Commissionér" and not
less than six copies of the revised exhibits shall be filed with the Supervisor,
and at least one copy shall be filed with the Commissioner and one copy with the
New Mevico 011 Céncervabtlou Cummission, hereinatter referred to as ﬁCommissiéﬁ".

“he above-described unit aree shall when practicable be expanded to include
trerein any additional tract or tracts regarded as reasonably necessary or advisable
for the purposes of this agreement, or shall be contracted to exclude lands not
within any participating area whenever such expansion or contraction is necessary

or advisable to conform with the purposes of thils agreement. Such expansion 6r

contraction shall be effected in the following manner:
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(a) Unit Operator, on its own motion or on demand of the Director of the
Geologlcal Survey, hereinafter referred to as "Director', or on demand of the
Commiasioner, after preliminary concurrence by the Director, shall prepare a notice
ot proposed expansion or contractioﬂ describing the contemplated changes in the
boundaries of the unit area, the reasons therefor, and the proposed effective date
thereof, preferably the first day of a month subsequent to the date of notice.

(v) Said notice shall be deliveréé to the Supervisor; the Comrissioner and
the Commission and coples thereof mailed to the last known address of each working
interest owner, lessee, and lessor whose interests are affécted, 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 with the Supérvisor, the Commissioner and the
Commission evidence of mailing of the notice of expansion or contraction and é copy of
any objections thereto which have been filed with the Unit Operator, itogether with an
application in sufficient number, for approval of such expansion or contraction and

“with apprépriate Joinders. |

(d) After due consideration of all pertinent information, the expansion or
contraction shall, upon approval by the Director, the Commissiongr, and the Commission -
become effective as of the date prescribed in the notice thereof.

(e) All legal subdivisions of unitized lands (i.e., 40 acres by Government
Survey or its nearest lot or tract eguivalent in instances of irregular surveys;
however, unusually large lots or tracts shall be considered in multiples of 40 acres,
or the nearest aliquot equivalent thereof, for the purpose ot elimination under this
subsection), no parts of which are entitled to be in a participating area within
5 years after the first day of the month following the effective date of the first
initialypartidipating areqa esteblished under this unit agreement, shall bc ellulumbed
automatically from this agreement,; effective as of the first day thereafter, and such
lands shall no longer be a part of the unit area and shall no longer be subject to
this agreement, unless at the explration of sald 5-year pefiod diligent drilling
operations are in progress on unitized lands not entitled to participation, in which
event all such lands shall remain subject hereto for so long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing between the com-

pletion of one such well and the commencement of the next such well, except that the
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time allowed between such wells shall not expire earlier than 30 days after the
expiration of any period of time during which drilling operations are prevented
by & mutter beyond the reasonable control of Unit Opsrator as set forth in the
section hereof entitled "Unavoidable Delay"; provided that all legal subdivisions ;f
lands not in a participating area and not entitled to become participating under the
applicable provisions of this agreement within 10 years after said first day of the
month following the effective date of sald first initial participating area shall be
eliminated as above specified. Determination of creditable "unavoidable delgy" time
shall be made b& Unit Operator and subject to approval of the Director and Commissioner.
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 Director and
Commissioner and promptly notify all parties in interest. |

If conditions warrant extension of the 10-year period specified in this Sub-
section 2 (e), a single extension of not to exceed 2 years may be accomplished by
consent of the owners of 90% of the current unitized working interests and 60%y6f the
current unitized basic royalty interests (exclusive of the basic royalty interests

of the United States), on a total nonparticipating-acreage basis, respectively, with

- approval of the Director and Commissioner, provided such extension application is

submittgd to the Director and the Commissioner not later than 60 days prior td the
expiration of said 10-year peiiod.

Any expansion of the unit area pursuant to this section which ehbraces lands
theretofore eliminated pursuant to this Subsection 2 (e) shall not be considered
automatic commitment or recommitmént of such lands.

3. UNIVIZED TAXD AND UNITIZED SUBSTANCES: All land committed to this agree-

S BRTEE I | RS, an

ment shall cous bl bute land refersred Lu herein as Yunivized land” or "lan vt

3 - Sub g ect 1o
this agreement." All oil and gas in any’éﬁd”éll'formatith'bf the unitized land are
unitized under the terms of this agreement and herein are called "ﬁnitized substances, "
4. [UNT% OPERATOR: HONOLULU OIL CORPORATION, a Delaware corporation with
offices ut Midlend, Wexas, is hereby designated as Unit Operator and by signature
hereto as Unlt Operator agrees and consents to accept the duties and obligations of
Unit Operator for the discovery, development, and production of unitized substances
as herein provided. Whenever reference 1s made herein to the Unit Operator, such

reference mean:: the Unit Operator acting in that capacity and not as an owner of
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interests in unitized substances, and the term "working interest owner" when used
herein shall include or refer to Unit Operator as the owner of a working interest

when such an interest is owned by it.

Unit Operator shall have the

right to resign at any time prior to the establishment of a participating area or
aress hereunder, but such resignation shall not become effective so as to release
Unit Operator from the duties and obligations of Unit Operator and terminate Unit
Operator's rights as such for a period of six months aftef notice of intention to
resign has been served by Unit Operator on all working interest owners, the Director
and the Commissioner and the Commission, and until all wells then drilled hereunder
are placed in a satisfactory condition for suspension or abandonment whichever is
required by the Supervisor as to Federal Lands and the Commission as to State and
privately owned lands, unless a new Unit Operator shall have been selected and
approved and shall have taken over and assumed the duties and obligations of Unit
Operator prior to the expiration of said period.

Unit Operator shall have the righi to resign iﬁ like manner and sﬁbject to
like limitations as above provided at any time a participating area established
hereunder is in existencé, but; in all instances of resignation or removal, pntil
a successor Unit Operator is selected and approved as hereinafter provided, the
working interest owners shall be jointly responsible for performance of the duties
of Unit Operator, and shall not later than 30 days before such resignatiéﬁ or
removal becomes effective appoint s common agent to represent them in any action to
be taken hereunder.

The resignation of Unit Operator shall not rélease Unit Operator from any
1iability for any default by it hereunder cccurring hridr'to the effective date of
iis resignation.

The Unit Opérator may, upon default or failure in the performance of>its
dutles or obligations hereunder, be subject to removal by the same percentage vote
of the owners of working interests determined in like manner as heréin provided for
the sclection of a new Unlt Operator. Such removal shall be effective upon notice

thereof 1o the Director and the Commissioner.
The rsulgnuiblion 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
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interest in unitized subastances, but upon the resignation or removal of Unit Operator
becoming effective, such Unit Operator shall deliver possession of all equipment,
materials, and appurtensnces uced in conducting the unit operations and owned by the
working interest owners to the new duly qualified successor Unit Operator or to the
owners ihereof if no such new Unit Operator is elected, to be used for the purpose

of conducting uuilt operations hereunder. Nothing herein shall be construed as

authorizing removal of any material,‘equipment and appurtenances needed for the

~ preservation of any wells.,

6. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator shall tender his
or its resignation as Unit Operator or shall be removed as hereinabove provided, the
owners of the working iﬁterests in the participating area or areas according to
their respective acreage interests in such participating area or areas, or, until
a participating area shall have been established, the owners of the working interests
according to their respective acreage interests in all unitized land, shall by
majorlty vote select a successor Unit Operator; Provided, That, if a majority but
less than 75% of the working interests qualified to vote are owned by one pacty to
this agreement, a concurring voie of one or mere additional working interest owners
shall be required to select a new operator, Such selection shall not begome effective
until {(a) a Unit Operator so selectcd shall accept in writing the duties and responsi-
bilities of Uni£ Operator, and (b) the selection shall have been approved by the
‘Director and the Commissioner. If no successor Unit Operator is selected and quall-
fied as herein provideqd, the Director and the Commissioner at their election may
declare this Unit Agreement terminated.

N ACCOUNTING PROVISIONS AND UNIT QPERATING ACREEMENT: If the Unit Operator
is not the sole owner of working interests, costs and expénses incurred by Unit |
Operator in conducting unit operations hereunder shall be pald and apportioned among
.ahdiﬁgi;;’ggithc»cwnﬁrs of working interests, all in accordance w;th the agreement

or agreements entered into by and between the Unit Operator and the owners of working

interests, whether oneé or more, separately or collectively. Any agreement or agree-

ments entered into between the working interest owners and the Unit Operator as
provided in this section, whether one or more, are herein referred to as the "unit
operating agreement.” Such unit operating agreement shall also provide the manner

in which the working interest owners shsll be cntitled to receive their respective
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proportionate “and allocated share of the benefits accruing hereto {n conformity

with their underlying operating agreements, leases, or other independent contracts,
and such other rights and obligations a8 between Unit Operator and the working
interest owners as may be agreed upon by Unit‘Operator and the working interest
owners; however, no such unit operating agreement shall be deemed either to modify any
of the terms and conditions of this Unit Agreement or to relieve the Unit Operator

of any right or obligation established under this Unii Agreement, and in case of any

inconsistency or conflict between the unit agreement and the unit operating agreement,

this Unit Agreement shall prevail. Three true copies of any unit operating agreemenf

executed pursuant to thls section should be filéd with the Supervisor; and one true
copy with, the Commissioner, prior to approval of this agreement by the Director.

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 necessary or convenient for prospecting for,
producing, sStoring, allocating, and distributing the unitized substences are hereby
delegated to and shall be exercised by the Unlt Operator &s herein provided.
Acceptable evidence of title to said rights shall be deposited with said Unit
Operator and, together with this agreement, shall constitute and define the rights,
privileges, and obligations of Unit Operator. Nothing herein, however, shall be
" construed to transfer title to any land or to any leese or operating agreement, it

beiné understood that under this agreement the Unit Operator, in iis capacity as
Unit Operatof, shall exercise the rights of possession and use vested in the parties
h;reto only for the purposes herein specified.

9. DRILLING 70 DISCOVERY: Within 6 months after the effective date hereof,
Unit Operator shall begin to drill an adequate test well at a locaﬁion approved by
;he Supervisor, if on Federal Land, or by the Commissioner if on State Land, or by
the COmmiséion if on privately owned land, unless on such effective date arweil is
being drilled conformably with the terms hereof, and thereafter continue such

drilling diligently until the Devonian formation has been tested or until at a lesser
~depth unitized substances shall be discovered which can be produced in paying
quantities (to-wit: quantities sufficient to repay the costs of drilling, and pro-
ducing operations, with a reasonable profit), or the Unit Operator shall at any

time establich to the satisfaction of the Supervisor if on Federal Land, the
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Commissioner if on State land, or the Commission {f on privately owned land, that
further drilling of said well would he unwarranted o impracticeble, provided, however,
that Unit Operator shall not in any event be requireq to drill said well to a depth in
excess of 12,000 feet. Until the discovery of a depogit of unitized substances capable
of being produced in peying quautiiies, the Unit Operatom gshall confinue 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 capeble of producing
unitized substances in paying quantities is completed to the satisfaotiion of said Super-
visor if on Federal Land, the Commissioner if on State Land, or the Coemjssion if on
privately owned land, or until it is redsonably proved that the unitized land is in-
dapable of producing unitized substances in paying quantities in the formatioms drilled -
hereuhder. It unitized substances in paying quantities shall have been discovired in
any test well completed or in the process of completion upon the unit area prior to the
effective date herer, such well shall comply witﬁ the provisions of this Section and
all further development 0perations shall be conducted in accordance with an approved plan
of development and operation in accordance with Section 10 hereof. Nothing in this -
section shall be deemed to limlt 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 perlod pending such resignation becoming effective in order toc comply with the
requirements of this section. The Director and the Coﬁmissioner may modify the drilling
requirements of this section by granting ressonable extensions of time when, in their
opinion, such action is warranted.

Upon failure £o camply with the drilling provisions of this section, the Director
and the Comhissioner may, after reasonable notice to the Unit Operator, and each working
interest owner, lessee, and lessor at their last known addresses, declare this uhit'
agreement terminated.

l‘ 16, PLAN OF FURTHER DEVELOPMENT AND OPERATION: Within 6 months after com~
pletion of a well capable of producing unitized substances in paying quantities,
the Unit Operator shall submit for the approval of the Supervisof and the Commissioner
an acceptable plan of development and operation for the unitized land which, when
approved ﬁy the Supervisor and the Cormissioner, shall constitute the further
drilling and operating obligations of the Unit Operator under this agreement for the
period specified therein, Thereafter, from time to time before the expiration of any
exlsting plan, the Unit Operator shall submlt for the approval of the Supervisor
and the Commissloner, a plan for an additiohal speéifted period for the development
and operatlion of the unitived land. Any plan submitted pursuant to this section
shall provide for the exploration of the unitized area and for the diligent drilling
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necessary for determination of the area or areas thereof capable of producing
unitized substances in paying quantities in each and every productive formation
and shall be as complete and adequate as the Subervisor and the Commissioner may
determine to be necessary for timely development and'prnper nongervation of the -
oil and gas resources of the unitized ares and shall (a) specify the number and
location of any wells to be drilled and the proposed order and time for such
drilling; and (b) to the extent_practicaﬁle specify the operating practices
‘fegarded as necessary and advisablejfbr proper conservation of natural resources.
Separate plans may be submitted for separate productive zsnes, subJect to the
approval of the Supervisor and the Commissioner. Said plan or plans shall be .
modified or supplemented when necessary to meet changed conditions or to protect
the interests of all parties to this agreement. Reasonable diligence shall be
exercised in complying with the obligations of fhe approved plan of deve10pmént.
The Supervisor and the Commissioner are authorized to grant a reasonable extension
of the 6-month period herein preccribed for submission of an initial plan of
development where such action is justifled because of unusual conditions or
circumstances. After completion hereunder of a well capable of producing any
unitized substances in paying quentities, no further wells, except such as may be
necessary to afford protection against operations not under this agreement or such
as may be specifically approvéd by the Supervisor and the Commissioner, shall be
drilled except in accordance with a plan of development approved as herein provided.
11. PARTICIFATION AFTER DISCOVERY: Upon completion of a well capable of
producing unitized substances in paying quantities or as soon thereafter as required
by the Supervisor or the Comrissioner, the Unit Operator shall submit for gpproval
by the Director and ihe Commissioner, a schedule, based on subdivisions of the
grblic land survey or aliquot parta thereof, as to Federsl lands, and, as to non-Federal ]
'1ands, baséd upon appbbpriéte’computations from the courées and distances shown ohfthe
last approved public land survey as of the effective date of the initial participating
area, of all unitized land then regarded as reasonably proved to be productive of
unitized substances in paying quantities; all lands in said schedule on approval of the"
Director and the Commigssioner to constitute a participating area, effective as of the
date of completion of such well or the effective date of the unit agreement, whichever
is later. Sald schedule also shall get forth the percentage of unitized substances to be .
allocated as herein provided to each unitized tract in the participating area so established,

and shall govern the allocation of production from and after the date the participating ares
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vecomes effective. A separate participating area shall be established in 1like manner
for each separate pool or deposit of unitized substances or for any group thefeof
produced as a single pool or zone, and any two or more participating areas so established
may ve cumdined into one with the consent of the owners of all working intefésts in ther
lands within the participating areas so to be combined, on approval of the Director and
the Commissioner. The participating area or areas 50 established shall be revised from
t ime to time, subject to like approval, whenever such action eppears proper as a result
of further drilling operations or otherwise, to include additionasl land then regarded
as reasonably proved to be productive in paying quantities, or to exclude land then
regarded as reasonably proved not to be productive in paying quantities and the per-
centage bf allocation shall also be revised accdidingly. The effective date of any
revision shall be the first of the month in which is obtained the kﬁowledge or informa-
tion on which such revision is predicated, provided, however, a more appropriate effective
date may be used if justified by the linlt Operetor and approved by the Director and the
Commissioner. No land shall be excluded ffqm‘a'participating area on account of
depletion of the unitized substances.

It is the intent éf this section that a‘participating area shall represent the
area known or reasonably estimafedito be‘p#oductive in paying quantities; but, regard-
less of any revision of the participating area, nothing herein contained shall be

coastrued as requiring any retroactive ad justment for production obtained prior to the

effective date of the revision of the participating ares.

In the absence of agreement at any time between the Unit Operator and the
Director and the Commissiéner as to fhe proper definition or redefinition of a partici-
pating area, or until a participating aréa has, or areas‘have, been established as
provided herein, the portion of alivﬁayments affected thereby may be impounded in a
manne; mutually acceptable to the owners of working interests, except royalties due
the Unitegd States and the State of New Mexico, which shall be determined by the
Supervisér fpr»ngeral lands, the Commissioner as to State lands, and the Commissicn
as to priVately owned lands, respectively, and the amount thereof deposited, as directed
by the Supervisor and the Commissionér, respectively, to be held as unearned money
until & participating area is finally approved and then applied us earned or rcturnecd
in accordance with a determination of the sum due as Federal and Siate royalty on the

basis of such approved participating area.
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Whenever it is determined, subject to the apprcval of the Supervisor, as to
wells on Federul j.and, and the "ommissioner as to wells on State land, and the
Jommiceion as to wells on pfivately ownéd 1and, thét a well drilled under this agree-
ment 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 allocated to the land on which the well is located so long as
such land is not within a participating area established for the pool or deposit fram
which such productién s obtained. Settlement for working interest.benefits from such
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 ‘rea for drilling, bperating,
camp and other production or development purposes, for repressuring or recycling in
accordance with a plan of development approved by the Supervisor and the Commicsioner,
or unavoidably lost, shall be deemed to be produced equally on an acreage basis from ;
the several tracts of unitized land of the participating ares establislied for such A
production and, for the purpose of determining any benefits accruing under this agree-
ment, each such tract of unitized land shall have a;loeated to it such percentage of
sald production as the number of acres of suck: tract {ncluded in said participating
area bears tc the total acres of unitized land in said participating‘area, except
thut allocation: of production hereunder for purposes other than for settlement cof
the royalty, overriding royalty, or payment out of production obligations of the
respective working interest owners, shell be on the basls preseribed in the unit
operating égréement whether 'in conformity with the basls of allocation herein set

forth or otherwise. It is hereby agreed that production of unitized substances from

e

a participating areu shall be allocated as provided herein regardless of whether

any wells are drilled on any particular part or tract of sald participating area, If
uany gas produced from one participating area is used for repressuring or recyeling
purposes in another participating area, the first gas withdruwn from suech last-
méntioned partiéipating ureu for sale during the life of this agreement shall be
considered to be the gas so transferred until an amount equal to that transferread

shull be oo prodiced for sale and such gas shall be allocated to the participating
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area from which initially produced as constituted at the time of such final production,
13. DEVELOPMENT OR OPERATION OF NON-PARTTCIFATING LAND OR FORMATIONS: Any party

hereto owning or controlling the working interest in any unitized land having thereon a
regular well location, may, with the approval of the Supervisor as to Federal Land, the
Commissioner as to State Land, and the Commission as to privately owned land, at such
party's sole risk, cost, and expense, drill a well to test any formation for which a
participating area has not been eé%ébiished or to test any formation for which a
participating area has been established if such 1o§ation is not within sald participating
area, unless within 90 days of recelpt of notlice from said party of his intention to drill
the well, the Unit Operator elects and commences to drill such well in like manner as
other wells are dfilled by the Unit Operafbr under this agreement.

| If any well drilled as aforesaid by a working interest owner results in produé-

tion such that the land upon which it is situated may properly be included in a‘partici-

pating area, such participating area shall be established or enlarged as provided in

this agreement and the well shall thereaftier be operated by Unit Operator in accordance

 with the terms of this agreement and the unit operating agreement.

If any well drilied as aforesaid by a working interest owmer obtains productidﬁ
in quantities {nsufficient to justify the inclusion in a participating area of the land
upon which such well is situated, such well may be operated snd produced by the pafty
drilling the same subject to the conservation requifements 6fithis sgreement., The
‘royalties in amount or value of production from any such well shall be paid as specified
in the underlying lesse and agreements affected.

14. ROYALTY SETTLEMENT: The United States and the State of New Mexico and
all royalty owners who, under existing contract, are entitled to teke in kind a share of
the substances now unitized hereunder produced from any tract, shall hereafter be entitled
to the right to take in kind their share of the unitizéd substances allocated to such
tract; and Unit Operator, or in case of the Opefation of a well by a working interest
owner as herein in special cases provided for, such working interest owner, shall make
deliveries of such royalty share taken in kind in conformity with the applicable con-
tfacts, laws, and regulations. Settlement for royalty Interests not taken in kind shall
be made by working interest owners responsible therefor under existing conﬁraéts, laws,
and regulations, on or bofore tue last day ot each month for unitized substances produced

during the preceding calendar month; provided, however, that nothing herein contained
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shall operate 1o relieve the lessees of any land from their respective lease obligations
for the payment of any royalties due under their leases.

If gas obtalned from lands nct subject'to this agreement is introduced into any

" participating area hereunder, for use in repressuring, stimulation of production, or

increusing ultimate recovery, which shall be in conformity with a plan first approved
by the Supervisor, the Commissioner, and the Commissian, & like amount of gas, after
settlement as herein provided for any gas transferred from any other participating
area, and with due allowance for loss or depletion from any cause, may be withdrawn
from the formation into which the gas was introduced, royalty free as tc dry gas, but
not as to the products extracted therefrom; provided that such withdrawal shall be at
such time as may be provided in the plan of operations or as may otherwise be consented
to by the Supervisor, the Commissioner, and the Commission as conforming to good
petroleum engineering practice; and provided further, that such right of withdrawal
shall terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as provided in the operating

regulations and paid in value or delivered in kind as to all unitized substances on

N

Sk

. X TR
the basis of the amounts thereof allocated to unitized Federal land as providé@ herein
at the rates specified in the respective Federal leases, or at such lower rate or
rates as may be authorized by law or regulation; provided, that for leases on which the

royalty rate depends on the daily average production per well, sald average prodpgtion

fvéhall be determined in accordance with the operating regulations as though each

participating area were a single consolidated lease,

Royalty due on account of State and privately owned lands shall be computed and
paid on the basis of all unitized substances allocated to such 1aﬁds.

15, RENTAL SETTLEMENT: Rentals or minimum royalties due on leases committed

" hereto shall be paid by working interést owmers responsibié theretor under existing

contracts, laws, and regulatiions, provided that nothing herein contained shall operate
to relieve the lessees of any lsnd from thelr reSpective lease obligations for the
payment of any rental or minimum royalty in lieu thereof due under thelr leases. Rental
or minimum royalty for lands of the United States subject to this agreement shall be
pald at the rate specified in the respective leases from the Uniited States, unless such
rental or minimum royalty is waived, suspended, or reduced by law or by approvul of the

Secretary or his‘duly authorized representative.
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Rentals on State of New Mexico lands subject to this agreement shall be paid
at the rates specified in the respective leases. .

Wwith respect o uny commiiicd leece an nrivatelv owneéd land contalning nroviaiane
which would terminaie such lease unless drilling operations were within the time therein
specified commenced upon the land covered thereby or rentals paid for the privilege of
deferring such drilling operations, the rentals required thereby shall, notwithsfanding
any other provision of this agreement, be deemed to accrue and become payable during
the term thereof as extended by this agreement and until the required drilling oper-
ations are commenced upon the land covered thereb§ or some portion of such land is
included in a participating area.

16. CONSERVATION: Operations hereunder and production of unitized substances
shall be conducted to provide for the mout economical and efficient recovery of said
substances without waste, as defined by or pursuant to State or Federal law or regula-
tion.

17. DRAINAGE: The Unlt Operator shall take appropriate and adequate measures
to prevent drainage of unitized substances from unitized land by wells on land not
sub jeet to this agreement or pursuant to applicable regulations pay a fair and rea-
sonable compensatory royalty as determined by the Super§1sor for Federal lands or as

approved by the Commissioner for State lands.

18. LEASES AND CONTRAQTS CONFORMED  AND EXTENDED: The terms, conditions, and

provisions of all leases, subleases and other contracts relating to exploration,
driliing, development, or operation for oil or gas of lands committed to this agree-
ment are hereby expressly modified end amended to the extent néceééary to make the
same conform to fhe proviéions hereof, but otherwise to remain in fill force and
effect; and the parties hereto hereby consent that the Secretary as to Federal leases
and ‘the Commissioner as to State leases shall and each by his approval hereof, or

by the approval hereof by his duly authorized representative, does hereby establish,
alter, change, or revoke the driilihg, producing, rental, minimum royalty, and royalty
requirementd of Federal and State leases committed hereto and the regulations in
respect thereto to conform said reguirements to the provisions of this agreemeht, and,
without limiting the generality of the foregoing, all leases, subleases. and contracis
are particularly modified in accordance wiﬁh the following:

(a) 7The development and operation of lands subject to this agreement under the
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terms hereof shall be deeme”~¥ull performance of all obligati-ns for development and
operation with respeet to each and every part or separately aned tract subject to

this agreement, regardless of whether there is any development of any particular part

or tract of the unit area, notwlthstanding anything to the contrary in any lease,

operating agreement or other contract by and between the parties hereto; or their

respective predecessors in interest, or any of them.

(v) Driliing znd proaueing operations performed hereunder upon ony tract of
unitized lands will be accepted and deemed to be performed upon and for the benefit of
each and every tiract of unitized land, and no lease shall be deemed to expire by reason
of failure to drill or pfoduce wells situated on the land therein embraced.

(¢) Suspension of drilling or producing operations on all unitized lands pursuant
to direction or consent of the Secretary and the Commissioher or their duly authorized
representatives shall be deemed to constitute such suspension pursuant to such direction
or consent as to each and every tract of unitized land.

(@) Each lease, sublease or contract relating to the exploration, drilling, develop-
ment or operation for 0il or gas of lands other!than those of the United States committed
to this agreement, which, by its terms might expire prior to the termination of this
agreement, is hereby extended beyond any such term so provided therein so that it shall
be continued in full force and effect for and during the term of this agreement,

{(e) Any Federal lease for a fixed term of twenty (20) years or any renewal thereof
or any part of such lease which is made subject to this asgreement shall continue in force
beyond %he térm provided therein until the termination hereof. Any other Federal lease

committed hereto shall continue in force beyond the term so provided therein or by law

as to the land committed so long as such lease remains subject héreto, provided that
production is had in paying qﬁantities under this unit agreement prior to the expiration
date of the term of such lease or in the event actual drilling operations are commenced
upon unitized land, in accordance with the provisions of this agreement, prior to the
end of the primary term of such lease and are being diligently prosecuted at that time,
such lease shall be extended for two (2) years and so long thereafier as oil or gas is

produced in paying quantities in accordance with the provisions of the Mineral Leasing

Act Revision of 1960,

(f) Each sublesse or contract relating to the operation’andg#welopment of unitized
éubstances from lands of the United States committed to this agreement, which by its terms
would expire prior‘to fhe time at which the underlying lease, as extended by the immediately
preceding parasgraph, will expire, is hereby extended beyond any such term so provided therein
so that it shall be continued in full force and effect for and during the term of the under-

lying lease as such term is herein extended.
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(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 Act, as amended

Ly the Agt of Soptember 2. 1G60 {74 Stat, 781, 784);
"Any [federal” lease heretofore or hereafter committed to any
such ‘unit plan embracing lands that are in part within and
in part cutside of the area covered by any such plan shall be
segregated into separate leases as to ihe lands committed
and the lands not commitied as of the effective date of
unitization: Provided, however, that any such lease as to
the nonunitized portion shall continue in force and effect
for the term thereof but for not less than two years from
the date of such segregation and so long thereafter as oil
or gas is produced in paying quantities.!

(h} Any lease, sublease or contract embracing lands of the State of New Mexico
which 1s made subject to this sgreement shall continue in force beybnd»the term provided
therein as to the lands committed hereto until the termination hereof.

(i) Any lease, other than a Federal 1eaée, having only a poftion of its lands
committed hereto shall be segregated as to the portion committed and the portion not
committed; and the terms of such leases shall apply separately to such segregated portions
commencing as of the effective date hereof; provided, however, that the provisions hereof
shall apply only to the lands committed to this agreement. In the event any such 1ea§e
provides for a lump-sum rental payment,; such payment shall be prorated between the
portions so segregated in proportion to the acreage of the respéctive iracts. Provided,
however; notwithstanding any of the provisions of this agreemeri to the contrary, any -

g lease embracing lands of the State of New Mexico having only a portion of its lands
committed hereto shall continue in f0ll force and effect beyond the term provided
therein as to all lands embraced in such lease, 1f o0il and gas, or elther of them, are
being produced in paying quantities from some part of the lands embraced in such lease
al the expiration of the secondary term of such lease; or if, at the expiration of the
secondary term, the lessee or the Unit Operator is then engaged in bona fide drilling
or reworking operations on some part of the lands embraced in such lease or applicable
shut-in gas royalty is peid in accordance with the terms of such leése, the same as to
411 lands embraced therein shall remain in full force and effect so long as such oper-
"ations are being diligently prosecuted, and if they result in the production ;f oif‘énd

gns, or elther of them, said lease shall continue in full force and effect as to all of

the lands embraced therein, so long thereafter as oil and gas, or either of them; in

paying quentities ave belng produced from any portion of said lands,

19. COVENANUS RUN WITH TAND: ‘The covenants herein shall be construed to be
¢ovenants running with the land wibtiv reapect 1o the Intercst of the partics
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and“their successors in interest until this agreement terminates, and any grant,
transfer, or conveyance, of interest in land or leases cubject hereto shall be and
hereby is conditioned upon the assumption of all privileges and obligations hereunder
Iy the grantee, iransferee, or other successor in interest. No assignment or transfer
,of eny working interest, royalty, or other Interest subject hereto shall be tinding upon
| 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. EFFECTIVE DATE AND TERM: This Agreement shall become effective upon approval
by the Director, and the Commissioner,_or their duly authorized representatives, as of
the date of approval by the Director, and shall terminate five (5) years from said

effective date; unless:

(a) Such date of expiration is exiended by the Director and the Commissioner;
or ‘ '

L (b) It is reasonably determined prior to the expiration of the fixed term or

o any extensions thereof that the unitized lend is incapable of production

of unitized substances in paying quantities in the formations tested

hereunder and af'ter notice of intention to terminate the agreement on .
such ground is given by the Unit Operator to all parties in interest at e
their last kuown addresses, the agreement is terminated with the approval

of the Director and the Commissioner; or

(¢) A valuable discovery of unitized substances has been made on unitized
land during said initial term or any extension thereof, in which event
the agreement shall remain in effecl for such term and so long as unitized
substances can be produced in paying quantities, i.e., in this particular
instance in quantities sufficient to pay for the cost of producing same
from wells on unitized land within any participating area established
hereunder and, should production cease, 50 long thereafter as diligent
operations are in progress for the restoration of production or discovery
of new production and so long thereafter as the unitized substances can
; , be produced as aforesaid; or i

V’(d) It is terminated as heretofore provided in this agreement.
This agreement may be terminated at any time by hot less than 75 per centum, on
i an acreage basis, of the owners of working interesté signatory hereto, with the approval
of the Director and the Commissioner; notice of any such approval to be given by the
Unit Operator to all parties hereto.-
21. }li.A_'l_‘E__QE‘ PROSPECTING, DEVELOPMENT AND PRODUCTION: - The Director is hereby

cLERRELE22. - A

vested with authority to alter or modify from time to time in his discretion the

quantity and rate of production under this agreement when such quantity end rate is‘
not fixed pursuant to Federal or State law or does not conform to aiy state-wide

voluntary conservation or allocation progiram, which is established, redognized, and

generally adhered to by the majority of operators in such State, such authority being
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hereby limited to alterution or modification in the public interest, the purpose
theredf and the publie i{nterest to be served thereby to be stuted in the order of
glteration or modification. Without regard to the foregoing, i1he Director is also
hereby vested with authority i» alter or modify from time to iime in his discretion
the rate of prospecting and de&glopment and the quantity and rate of production under
this agreement when such slteration or modification is in the interest of attaining the
conservation objectives stated in this agreement end is not in violation of any
applicable Federal or State law. It is agreed, further, that no such alteration or
modification shall be effective as to any land of the State of New Mexico as to the
rate of prosgspecting and develbpment in the absence of the sgpecific written approval
thereof by the Commissioner and as to the quantity and rate of production in the
absence of specific written approval thereof by the Commission,

Powers in this section vested in the Director shall only be exercised after
notice to Unit Operator and opportunity for hearing to be held not less than 15 days

from notice.

22. CONFLICT OF SUPERVISION: Neither the Unit QOperator nor the working interest

owners nor any of them shall be subjeét to any forfeiture, termination or expiration

of any rights hereunder or under any leases or contracts sudject hereto, or 1o any
penalty or liability on account of delay or failure in whole or iﬁ part to comply with
any applicable provision thereof to the extent that the said Uhikaperator, working
interest owners or any of:them are hindered, delayed or prevented from complying
therewith by reason of failure of the Unit Operator to obtain, in the exercise of

due diligence, the concurrence of pfOper reprefentatives of the United States and of
the State of New Mexico in und‘about any matters or thiﬁgs concerning which it is
required herein ‘that such concurrence be obtained.

23. ATPEARPANCES: Unit Operator shall; after notice to pther parties affected,
have the right to appear for and on behalf of any and all interests affected hereby
before the "eépartment of the Inté%for; the Commissioner of Public Lands and the New
Mexico 011 Coucervation Commissién, and to appeal from orders issued under the
regalations of ¢aid Nepurtment, the sald Commission or the saild Cémmissioner, or to
apply for relief from ary of aald regulations or in any proceedings relative to

operations befove the Pepurtment of the Tnterior, the suid Commissioner or the saild

Commigsion, or uny other legully constituted authority; provided, however, that any
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other interected party shall also have the right at his own';ﬁp;ﬁ;é to be heard in
ary such proceeding.

24. NOTICES: All notices, demands or statements required hereunder to be given
or rendered to the parties hereto shall be deemed fully given if given in writing and
pefsonally deiiveréd to the party or sent by postpaid registered mail, addressed to
such party or parties at their respective addresses set forth in connection with the
signatures hereto or to the ratification or consent hereof or tg.such other address
as any such party may have furnished in writing to party sendiﬁg';he notice, demsnd or

statement.

25, NO WAIVER OF CERTAIN RIGHTS: Nothing in this egreement contained shall be
construed as a waiver by any party hereto of the right to assert any legal or con-
stitutional ‘right or defense as to the validity or invalidity of any law of the State
wherein said unitized lands are located, or of the United States, or regulations
issued thereunder in any way affecting such party, or as a waiver by any such party

of any right beyond his or 1ts authority to waive.

26. UNAVOIDABLE DELAY: All obligations under this agreement requiring the
Unit Operator to commence or continue drilling or to operate on or produce unitized

substances from any of the lands covered by this agreement shall be suspended while,

but ‘only so long as, the Unit Operator despite the exercise of due care and diligence,
is prevented from complylng with such obligations, in whole or in pari, by strikes,
acts of God, Federal, State or municipal law or agencles, unavoidable accidents,
uncontrollable delays in transportation, inability to>6btain necessary materials in
open market, or other matters beyond the reasonable control of the Unit Operator
whether similar to the matters herein enumerated or not,

27. FATR EMPLOYMERT: In connection with the performance of work under this

agreement, the Unit Operator agrees not to discriminate against ény employee or

applicant for employment because of race, religion, color, or national origin. The

uforecuid provision chall include, but not be limited to, the following: employment,
upgrading, demotion, or tranafer; recruitmeﬁt or recruitment advertising, layoff

or termination: rates of pay or other forms of compensation; and selection for
training, including apprenticeship. The UnitVOperétor agrees to post hereafter in
conepleuous pluces, avallable for employces and applicants for employment, notices

to be provided by the contracting officer setting forth the provisions of this
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nondiscrimination clause,

The Unit Operator agrees to insert the foregoing provision in all subcontracts
BTITWNdSy, &XAdépt auvtulurde ls fur siundard commercial suppiles or raw materials,

28, LOSS OF TITLE: In the event title to any interest i{n any tract of unitized-
land shall fall and the true owner cannot be Induced to Jjoin in this unlt agreement,
such interest in such tract shall be automatically regarded as not committed hereto”
end there shall be such readjustment of future costs and benefits as may be required
on account of the loss of such title. In the event of a dispute as to title as to any
foyalty, working interest, or other inierests subject thereto, payment or delivery
on account thereof may be withheld without 1iability for interest until the dispute
is finally settled; provided, that, as to Federal and State land or leases, no payments
of funds due the United States or the State of New Mexico shall be withheld, but
such funds of the United States shall be deposited as directed by the Supervisor, and
such funds of the State shall be deposited as directed bywthe Commissioner, to be
held as unearned money pending final settlement of the title dispute, and then applied
as earned or returned in accordance with such final settlement.

Unit Operatér as such is relieved from any responsibility for any defect or
failure of any title héreunder. ‘

29. NON-JOINDER AND NT_JOINDER: If the owner of any substantial Interest
in a tract within the unit area fails or refuses to subscribe or consent to this agreé-
ment, the owne:‘of the working interest in that tract may withdraw said tract rrom this
agreement by written notice to the Director, the Commissioner and the Unit Operator prior
to the approval .. this agreement by the Director. Any oil or gas interests in lands
within the unit area not committed hereto prior to submission of this agreement for
final approval may thereafter be committed hereto by the owner or owners thereof
subscribingvor”consenting to this agreement, and, if the interest is a working interes£,
by the owner of such interest also subscribing to the unit operating agreement. nﬁxﬁgr
Operations are commenced hereunder, the right of subsequent Joinder; as provided in ﬁﬁfs
gection, by a working interest owner is subjeet to guch requirements or apérovals, ir
' any, pertaining to such jJoinder, as may be provided for in the unit operatiﬁg agreement,
After final approval hereof Joinder by a non-working interest owner must be consented
to in writing by the working interest owner committed heretb and responsible for the

payment of any benefits that may accrue hereunder in behalf of such non-working interest.
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Joinde * by any owner of a non-working interest, at any time, must be accompanied by

appropriate joinder by the owner of the corresponding working interest in order for the

interest to be regarded as effectively éommitted hereto. Jdinder to the unit agreement

by a working-interest ‘owner, st any time, must be accompanied by appropriate joinder to

the unit operating asgreement, if more than cne committed working-interest owner is

involved, in order for the interest to be regarded as effectively 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, the Commissioner and the Commission of duly executed counterparts

of all or any papers necessary to establish effective commitment of any tract to this

agreement unless objection to such Joinder is duly made within 60 days by the Director,

the Commissioner or the Commission,

5 30. 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 docu-

ment, ‘and regardiess of whether or not it is executed by all other parties owning'é:

claiming an interest in the lands within the above described it area.

31. SURRENDER: ©Nothing in this agreement shall prohibit the exercise by'ahy

vorking interest owner of the right to surrender vested in such party in any lease,

sub-lease, or operating agreement as to all or any part of the lands covered thereby,

provided that each party who will or might acqulre such working interest by such

surrender or by forfelture as hereafter set forth, is bound by the terms of this agrce-

ment; provided, however, that no land included in this unit which is esbraced in a S

of New Mexico leuse shall be surrendered to the State so long as this agreement is in

effect.

If as a result of any such surrender, the working interest rights as to such

- lands become vested in any party other than the fee owner of the unitized substances,

sald party shall forfeit such rights and no further benefits from operation hereunder

0s to sald land shall accrue to such party, unless within ninety (90) days thereafter

sald purty shull execute this agreement and the unit operating agreement as to the

working interest acquired through such surrender, effective as though such land had

remained continucusly subject to this agreement and the unit operating agreement.,

And in the event such agreements are not so exccuted, the party next in the chain of
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title chull e and become the owner of such working interest at the end of such ninety
{90} duy period, with the same force und effect ar though such working interest had
bteen surrendered to such party.

| £ as the recult of any such surrender or forfeiture the working interest
rights'ae to such lande become vested in the fee owner of the unitized substances,
auch owner may:

(1) Execute this agreemen® and the unlt operating agreement as a working
interest owner, effective as though such lend hud remained continuously
subject to this agreement and the unit operating agreement.

(2) Again lease such lands but only under the crndition that the holder of
such lease shall within thirty (30) days after such lands ave so leased
execute this agreement and the unit operating agreement as to each
participating area theretofore established hereunder, effective as
though such land had remained continuously sub ject to this agreement
and the unit operating agreement. |

(3) Operate or provide for the operation of such land independently of this
agreement as to any part thereof or any oil or gas deposits therein not
then included within a participating ares. |

1f the fee owner of the unitized substances does not execute this agreement éhd
the unit operating agreement as a working interest owner or again lease such lands as
above provided with respect to euch existing participating afea, within six (6) months
after any such surrender or forfeiture, such fee owner shall be deemed to have waived
the right to execuite the unit operating agreement or lease such lunds as 1o each such
participuting ares, and to have agreed, in considerution for the compensation herein-
after provided, that operations hereunder as to any ﬁu;h participating area;or areus
5hall not e wffected by such surrénder.

For any period the working interest in eny lunds are not expressly committed
to'the‘tnit operating agreement sae the resuit of any vuch siirrender or forfeiture,
the benefits and obligations of operations aceruing to such lunde under this agree-
ment znd the unii operating agreement shall be shaved by the remaining owners of
unitized working interests in accordance with their respective purticipating working
interest owserships in uny such purticipating area or arveas, und such owners of

working interests shall compensate the fee owner of unitized substunces in such lands
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by paying sums equal to the rentals, minimum royalties, and royalties applicable to
such lands underithe lease in effect when the lands werc uhitized, as to such par-
ticipating ares or areas.

Upon commitment of & working interest to this agreement and the unit operating

agreement as provided in this section, an appropriate accomting and settlement shall

to or payments and expenditures made or incurred on behalf of sueh surrendered working
1nteres£ during the periocd between the date of surrender and the date of recommitment,
and payment of any moneys found to be owing by such an accounting shall be made as
between the parties then signatory to the unit operating agreement and this agreement
within thirty (20) days efter the recommitment. The right to become a party to this
ag:eement and the unit operatirg agreement as a working interest owner by réason of
a suirender or forfelture as provided in this section shall not be defeated by the
nonexistence of a unit operating agreement and In the cvent nc unit operating agree-
ment 1s In existence and a mutually scceptable égreement between the proper pafties
thereto cannot be conswmeted, the Supervisor may prescribe such reasonable and
equitable agreement as 'he deems warranted under the c¢ircumstances.

Nothing in this section shall be deemed to 1limit the right of joinder or

subsequent Jjoinder to thls agreement as provided elsewhere in this agreement. - The

exercise of any right vested in a working intereat owner to reassign such working

interest to the party from whom obtained shall be subject to the same conditions as
set forth in this section in regard to the exercise of a right to surrender.
IN WITNESS WHERFQF, the parties hereto have caused this agreement to be executed

and have set opposite their respective names the date of execution,

HONOLULU OIL CORPORATION

Date: By
' ‘ President
ATTEST:

Secretary
Address: P,0. Drawer 1391
Midland, Texas

UNIT OPERATOR AND WORKING INTRREST
OWNER
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LDate:
Olen F, Featherstone
ATTEST: FEATHERSTONE GCORPORATION
by
Date;
| | i
ATTEST: GULF OIL CORPORATION J
By
Date:
Date: _
Ernest Hanson
-ATfEST: LEONARD OIL COMPANY ‘
Date: é
é ATTEST: PHILLIPS PETROLEUM COMRANY
; b
Date:
; :
ATTEST: SKELLY 0IL COMPANY
By
Date: ;
ATTEST: | UNION OIL COMPANY OF CALIFOPNIA A
By b
Date:
ATTEST: ’ WILSON OIL COMPANY
By
Date:
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LEASE NAME

Ralph A. Shugart

at al

J.5. Windhom"

FEDERAL LANDS

OWNER

Union 0il Co. of Califorania

Union 0il-Co. of California

Unfon 0il Co. of California
F. W. Estill (Optioned to
Gulf 01l Corporation)

F. W, Estill (Optioned to
Gulf 0il Corporation)

Mrs. W. H. Miller (Optioned
to Gulf Oil Corporation)

Olen F. Featherstone

Crucet A Hanenn

Wilson 0il Company .
Pred M. Cassidy (Optioned
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WORKING INTEREST ACRES IN
UNIT

680.00

560.00

637.12
797.28
160 .00

160.00
160.00

160.00 "

640.00

to Honolulu Of) Corporation 880.00

Honolulu 04l Corporation 320.00
Mrs. Zela D. McBride

(Optioned to Phillips

Petroleum Cowpany) 120,00
Total Federal 5,274.40

STATE LANDS
WORKING INTEREST ACRES IN
OWNER UNIT

Gulf 0il Corporation 160,00
Leonard 0il‘Company 117,85
Honolulu 041 Corporation 480.00
Honolulu 0Ll Corporation 195.95
Hcaolulu 01l Corporation 320,00
Total State 1,273.80

FEE_LANDS

Honolulu Oil Corporation
Skelly 0if Company
Tota! Fee

TOYAL ACREAGE IN UNIT AREA

WORKING INTEREST ACRES 1IN
GWNER UNIT

120.00

55

)
B W
TNy

EXHIRIT A

KITTRICK CANYON UNIT AREA
T-22-S —~R-15 & 26-E

EDDY COUNTY, NEW MEXICO




EXHIBIT "B" ,
MEKTTIRICK _CANYOY UNZL L .

EDDY. COUNTY 5

0 e L e 5

Serial No. & committed
Tract , No. of Effective Date pasis Royalty oﬁwuﬁwawum Royalty - Working Interest
_NO.. . Neseripy vion of pand Acres __of Lease . & _Parcentage Lessee of Record & pPercentags . & Percentage
1. Township 22 South, fange 25 Rast 680.00 W 023091 Ush - 123% Union Oil Company Marion V. Haxris & tnion - 100%
. Section 221 SEE 1EE, SRE August 1, 19% of California Jawrence G. Hexris,
cacrion 23 Wi, W3 7 hiox 6657, Rosdell, :
: WM. - $500.0J per -
sepe to De peid owt o0
“of 3h. S
5 Townchip 22 South, Renge 27 East 560,00 WM 023022 USA - 123% Union 0il Company Fumett D. White & wife tinion - 10C%
Section 26t KW, N NE, . August 1, 1956 of California Blanche V. Waite, FoX
NS SWg, mm,wm SW% . 146, Roswell, R.M. =
Section 27: NEZ, N SEu . $750.00 per acre out of 3%.
3, Township 22 South, Range 26 Bast . 637.12 MW 016754 JshA - 125% _TUnion 03l Company - T. J. Deasod, J¥. & Union -~ 100%
‘gection 0: Lois 1, 2, 3, 4,E3 May 1, 1955 of California wife, June 3. Deason,
wi, Wi F3, ¥ NEz, : 1804 W. 4tk St.,
wg‘wn mm,ww. Roswell, N.M. $500.00
cownship 22 Soull, Runge 25 Bast per acre out of 3%.
section 35 % ek . |
4. Township 22 Soutn, Hange 25 East 797.28 L3-06452860 Ush - 125% r.W. Estill, BoX Roy L. Flcod & wife, F.W. Estill ~ 100% ;
. Section 23: ¥ o8 February 1, 1951 1023, Kermit, Texas Dixie D. Flood, 72
Section 241 12 _ ; (Optioned o Guif N. Main S%., Roswell,
rownchip 22 Sowh, Range 26 East A 0il Corp.) N.M.  $750.00 per 2acre
Section 19: ot 1.2, 3.4 out of 3%.
ST
5. Township 22 Sovth, Range 26 East 160.00 1LC 067965 Ush - 125% F.W. Estill, Box Mrs. Mery Didlake & F.W. Estill - 100%
Section 19: NE-+ ppril 1, 1952 1023, Kermlt, Texas husband, Tom pidlake,
(Optioned 1O gulf . Rt. 2 Box 79-A, Roswell,
0il Corp.) N.M. - §500.00 per acre

cut of %

o .il?s.,})a.i‘?v.i...::!x:ﬁ.2%1;.}\515].1\.15.:1«\1!,2i.t.:v}ts e




Tract
No.

6.

10.

11.

12.

No. of
Desceriotion of Land Acres
Township 22 South, mm.umm 26 East 160.00
Section 19: mm.w
Township 22 moﬁ.,? Range 25 East 80.00
Section 24: N} SE}
Township 22 woﬁ..? mgmm 25 East 160.00
Section 24: Sé%
Township22 South, Renge 25 East 640.00
Section 25: A1l
Township 22 woﬁuw: Range 25 East 880.00
Section 26 M E3 NEE, SWi'Ned,
Section 27: ¢ .Hw
Section 35: N5 NEg, SWh NEL, SER Wi,
S

Township 22 m_.oﬁ? Range 25 Rast 320.00
Section 34: E3
Township 22 South, Range 25 mm.« 120.00

Section 35:

NY MW, mt, Nw2

Serisl No. &
Effective Date
of Lease

Basic Royalty
& Percentage

NM 06320 UsA - 1234
September 1,1952

LC 064528-D UsA - 12}
February 1,1951

LC 064528 S USA - 124%
February 1,1951 -

NM 015078 UsA - 1249
Ociober 1,1954

MM 034925 USA - 1234
August 1, 1958

LC 064548 USA - 1234
Wmducﬂw% 1,1951

NV 0879 USA - 1249

December 1,1951

Lessee of wmoo&m

Mrs. W.H. Milner,
609 S.Lea, Roswell,

N.M. (Optioned to

Gulf Oil Corp.)

Olen F, mmm&ﬁm&m.«obm

-Roswell Pet, wu.a.m
Roswell, N.M.

Ernest Hanson

Wilson 0il Company,
Box 627, Santa Fe,
N.M,

Fred M. Cassidy
(Optioned to Hono-
lulu Oil Corp.)

Honolulu 0il Corp.

Mrs, Zela D.McBride

(Optioned to Phillips
Petroleum Co.)

Commitied
Working Irterest
& Percentage

Overriding Royalty
& Percentage

Mrs. W.E. Milner &
husband, W, HoMi1ner,
609 S.Lea, Roswell,
N.M. ‘$750.00 per acre
out of 3%.

Mrs, W.H. ¥ilner -
100%

Roy L. Flocd, 611 S. Olen F, m.mmgmﬁ.%.f
Emmoﬁpumomcmwwu stone - 100%
N.M. - $ of 1% ORR

Roy L. Flood,611 S. .Brnest Hanson-
E.mmoﬁ.v » Roswell, 100%
N.M, -3 of 1% ORR
None Wilson 0il Co.-
100%

Irma M. Hanson &

husband ;L A.Hanson,

512 Garst St.,

Artesia, N.M.-3%;

m,uma M. Cassidy -
2 of"'1%

Grady Southworth &
wife, Ethel Marie
Southwortir, 108 W¥.
Albuquerque, - Roswell,

NM. - 3%.

Zela D.Wood Awou.amﬂl Mrs., Zela D.Wood
1y Zela D.McBride) (formerly

220 S.Eudora ,Denver, McBride) - 1004
Colo. 3%; Eleanor L.

letilg, Box 1597,

1idland, Texas - 13%;

Ore R. Hall, Jr., Box

1681, Santa Fe, N.M.-

15%. ,

Fred M. Cass: dy-
100%

Honolulu-100%




Tract

w No. of
_No. Description of [and Acres
13.  Township 22 South, Fange 25 East *~ 80.00
Section 24: 83 SF#
TOTAL 13 FEDERAL TRACTS 5,274.40 Acres
STATE LANDS:
14. Township 22 moc+c“ mmumm 25 East  160.00
Section 36: Sit NE:, NE+ Nw+
Wi .z»
15. Township 22 South, Range 26 East 117.85
Section 31: wo&u H @ 2 (Wi i)
7m
16. Ho:umﬁwv 22 South, wmsmm 25 mmm& 480.00
Section 36: ?+ zmwu rv
s
mM mzw SEf
17. Township 22 South, Range 26 East 195.95
Section 31: Lots 3 & 4, B4 Wi,
SEL Séd
18. Township 22 South, Range 26 East  220.00
Section 3L: E3
TOTAL 5 STATE TRACTS 1,273.80 Acres
FEE LANDS:
19. Undivided 5 interest in Ni NE: &  60.00 net

SWi NE of m,oﬁa, 22, aoémﬁv
22 mocaww Range 2% East

Serial No. &
EZfective Date
of Lease

LC 064528-E
February 1, 1951

E-6066
March 10, 1952

E=-5225 .
May 10, 1951

0G-3943
June 17, 1958

0G-4643
October 21, 1948

0G=-2287
March 18, 1958

Ralph A, Shugart
& wife, Rena
Shugart, Artesia,
N.M., Lease dated
7-29-58, expires
7-29-68

Basic Royalty
& Percentage

USA - 123%

State of N.M, -
125%

State of N.M.-
125%

State of N.M, ~
12:3%

State of N.M,~
1244

State of N.M.-
125%

Lessors -~ All

Lessee ow Record

Overriding Royalty
& Percentage

Featherstone Corp.
‘Roswell Pet. Bldg.
- Roswell, N.M.

Gulf 0il Corporaticn

Leonard 0il Co., Box

708, Roswell,N.M.

Honolulu 01l Corp,

Honolulu 0il Corp,

i

Honolulu Oil Corp.

Honolulu 0il Corp.

Roy L. Flood,6ll S.

Missouri, Roswell,

N.M. - 3 of 1% ORR

None

None

None

None

None

None

Committed
Working Interest
& Percentage

Featherstone Corp.-
100%

Gulf 0il Corpo-
retion - 100%

Leonard Qil Co.-
100%

Honolulu ~ 100%
Horolulu - 100%
Honolulu - 100%
Honolulu - 100%




Serial No. & )

Committed
Tract No., of Effective Date Basic Royalty Overriding Royalty Working Interest
No. Description ¢of Land Acres of Lease & Percentage =  Lessee of Record & Percentage & Percentage
19, Undivided ; interest in N3 NE} &  30.00 net Johney Cockburn & Lessors - A1l  Honolulu Oil Corp. None , Honolulu - 100%
SW: NE} Sec. 22, Township 22 ~ wife, Thelma
South, Range 25 East Cockburn, 711

Fair Bldg., Fi.
Worth, Texas,
lease dated
7-29-58, expires

7-29-68 .
)
19, Undivided 1/8 interest in N4 NE} 15,00 net C.M, McElhannon Lessors - All Honolulu 0il Corp. Ncne Honolulu - 100%
& SWi NEL Section 22, Township & wife, Reine
22 South, Range 25 East McElhannon, Box

1657, Ft. Worth,

Texas, Lease

dated 7-29-58, : o
expires 7-29-68 . ,

19, Undivided 1/8 interest in N3 NE} & 15.00 net Gertrude Bemmett Lessors - All Honolulu 0il -Corp.  None Honolulu - 100%
SWi NEZ Section 22, Township 22 & Mae Smith, Ft.
South, Range 25 East Worth, Texas, &

Rose Salzmen &
husbend, Albert
Salzman, Houston,
Texas, Lease
dated 7-29-58,
expires 7-29-68

2Q SE% SE4 Section 30, Township 22 40.00 J.S. Windham &  Iessors - A1l  Skelly Oil Company None
South, Range 26 East wife, Alma Gray ‘
Windbham, Carlsbad,
New Mexico. Lease
dated 5-7-58,
expires 5-7-68.

Skelly - 100%

Two Fee Tracts - 160 Acres

TOTAL 20 TRACTS IN ENTIEE UNIT AREA 6,708.20 Acres




AMENDMENT

THIS AGREEMENT, made and entered into the lst day of October, 196U, by
and between HONOLULU OIL CORPORATION, hereinafter referred to as "Operator", and
OLEN F, FEATHERSTONE, FEATHERSTONE CORPORATION, GULF OIL CORPORATION, ERNEST
HANSON, LEONARD OIL COMPANY, PHILLIPS PETROLEUM COMPANY, UNION OIL CQMPANY OF
CALIFORNIA, AND WILSON OIL COMPANY, hereinafter being sometimes collectively

referred to as "Non-Operators",

WIINESSETH:

— e e e W s S e o e

WHEREAS, the parties hereto or their respective predecessors-in-interest
pade and entered into that certain Joint Operating Agreement dated August 17, 1960
covering certein tracts of land located~in Eddy County, S%ate of New Mexico; end

WHEREAS, the parties hereto or their respective predecessors-in-interest
amended said"JOint Operating Agreement by letter agreement dated September 16,

1960; and

WHEREAS; the parties hereto are pariies to and have executed that certain

e

Unit Agreement for the McKittrick Canyon Unit Area gdated as of Oofgﬁer 1, 1960,
which Unit Agreement shall by this reference be incorporated herein and made a
part hereof, and without limitation Exhibits "A" and "B" to said Unit Agreement
shall be deemed to superséde Exhibits "A" and "B" to said Joint Operating Agreement;
and

WHEREAS, the parties hereto desire to amend said Joint Operating Agreement
in the rASpects héreinafter set forth so as to conform the same 1o the provisibns
of said Unit Agreement and to amend the same to cover any and all unit operations
. econducted pursuant to saild Unit Agreement.

NOW, THEREFORE, the parties hereto do mutuallyvégree as follows:

1. Ssid Joint ‘Operating Agreement dated August 17, 1960 shall be entitled
"Unit Operating Agreement, McKittrick Canyon Unit Area, County of Eddy, State of
New Mexico,”

2. There shall be added to Paeragraph 1 the following Sentehce:

"Notwithstaﬁding the formation of one (l)kor more participating

areas under and pursuant to the provisions of said Unit Agreement,




all costs and investments incurred in unit operations shall be
borne by the partles hereto or any one (1) or more thereof, and

production from the subject lands shall be distributed among the

parties heréfo or any nnnlkl or- more thcrcof in aceor&éhée #iih
the provisions of this Agreement."
' 3. The 1list in Paragraph 2 of said Joint Operating Agreement of the parties
and their respective percentage shares of the costs and expenses incurred in drilling
and completing or abandoning the test well shall be amended to read as follows:

Olen F. Featherstone 1. 35405%
Featherstone Corporation : 1.35405%
Gulf 0il Corperation . 21.61877%
Ernest Hanson [ 2.70810%
Hohiolulu 0il Corporation 39.19891%
Leonard 0il Company 1.99468%
Phillips Petroleum Company -

Union 0il Company 31.77144%

Wilson 0il Company ———
Total 100.00000%

4. The fourth pardgraph of Paragraph 8 of said Joint Operating Agreement
shall be amended to read as follows:

"During the term of this Agreement, Operator shall pay and charge
“to the joint account of the parties hereto all ad valorem taxes
payable with respect to the subject.lands and the improvements
placed thereon for the joint account pursuant to this Agreement;

and Operator shall pay and charge to the joint account or cause

to be paid, with respect to the subject 1ands; all landowners'
royalties; overriding royalties, production payments and other

‘Lease Burdens set forth in Exhibit 'C' or 'D', as the case may be,

which said royalties, overriding royalties;*préhuetion7paymehts

and other Lease Burdens shall be borne by'the parties hereto in
accordance with their respective Beﬁéficial Interests. On demand,
Operator shall meke available to each party hereto proof of payments
méde in accordance herewith."

5. The second sentence of the first paragraph of Paragraph 12 of said Joint

Operating Agreement shall be amended to read as follows:

Sy

"If such well is completed as a producer, the Participeting Party

shall own and be entitled to receive all of the oil, gas and other

hydrocarbon substances produced from such well, subject to the

-2 -




60

7'

8.

28 reading

payment of lessor's royalty, overriding royalties; production payments
and other Lease Burdens as set forth in said Exhibit '2!' or 'D', as the
case may be, which said royalties, overriding royalties, production
payments and ofher Lease Burdens éhéll be paid or borie by thé Partiei-
pating Party in proportlion that their respective Beneficisl Interests
bear to the total of their Beneficial Interestis; until the Participating
Party shall have received oil and gas produced, saved and sold from such
well of the total value at the time and place of production of two (2)
times the ac*ual cost of drilling or deepening, completing and equipping
such well inuo‘the tgnks, and one hundred per cent (100%) of the cost and
expense of operating such well during such period of recovery."

The first sentence of the second paragraph of Paragraph 12 of said Joint

Operating Agreement shall be amended to read as follows:

"Notwithstanding the provisions of Paragraphs 2 and 3 and thé fore-

going provisiodns of this Paragraph 12, consent to the drilling of a

~well Léreundgr other than a required well provided for in Paragraph

29 hereof shall not be deemed as consent to the running and cementing
of a production string of casing and a completion attempt therein, "

There shall be added to Paragraph 26 of said Joint Operating Agreement

the following sentence:

"Operator shall comply with the provisions of said Unit Agreement
and all applicable valid laws and regulations of governmental bodies
or agencies asserting Jurisdiction over unit‘bpéfations and shall

comply with the determinations of the parties hereto made in accordance

- with the provisions of Parsgraph 3 hereof.”

There shall be inserted in said Joint Operating Agreement & new Paragraph

as follows:

"28, Oporator shall prepere snd submit to the parties hereto each
proposal required by‘said Unit Agreement for the establishment,
revision or consolidation of & participating area at least ;hirty
(20) days prior to the proposed date of filing the same with the

Director. Such proposal shall be determined by the parties pursuant




to Paragraph 3 hereof. Operator shall file the approved proposal
with the Director and take such action as may be necessary to obtain

the Director's approval thereof."

9, There shall be inserted in suld erating Acreement a new Paragraph

29 reading as follows:
npg  If the drilling of a well 1is required by the final order of an
authorized representative of the Department of Interior of the United
States, Operator shall advise the perties hereto thereof and if the
i parties hereto or any one (1) or more thereof do not elect to drill
such required well under asny of the provisions of this Agreement
including, without limitation, the'provisions of Paragraph 12 hereof,
and if any of the following alternatives is available, the first such
alternative which is available shall be followed:
(é) If compensatory royalties may be paid in liew of drilling

the well and if payment thereof is authorized by the parties,

S —

Operator shall pay such compensatory royalties; or
(b) If the drilling of the well may be avoided without other penalty

by contraciion of the Unit Area through exclusion of lands not

! then within a palticipating area, Operators shall endeavor to
effect such contraction witﬁ the approval of the Directpr; or

(e) 1f productionAhas not theretéfore been discovered in paying
quantities within ithe Unit Area, the parties hereto shall
terminate said Unit Agreement in accordance with its provisions.

If none of the foregolng alternatives is avallable, Operator shall

drill and complete or abandon such required well for the account of

: all of the partles hereto and all of the costs and expenses of

drilling and completing or abéndoning such required well shall be

cherged to the joint account.

10. There shall be inserted in said Joini Operating Agreement a new Para-

graph 30 reading as tollows:

130, Operator shall prepare and submit to the parties hereto, at least

é thirty (30) days prior to the proposed date of filing the same with

the Supervisor, each plan for development and operation of the Unit Area




required by the said Unit Agreement to be submitted to the Supervisor.

Each such plan shasll pfovide only for 'such drilling operations as
Operator has been authorized to conduct or any one (1) or more of

the parties have undertaken to conduct pursuant to the provisions of
this Agreement.. Sueh plan shall be approved by the pariles pursuant
to Parsgraph 3 hereof. Operator shall advise each party hereto of the
approval or disapproval by the Supervisor of any such plan submitted
pursuant to a determination by the parties. If any operations are

, .

subsequently approved by the parties or underteken by any one (1) or
more thereof which were not included in a plan approved by thevSuper-

visor, Operator shall file an amendment of such plan and endeavor to

obtain the approval of such amendment by the Supervisor.”

11. There shall be inserted in said Joint Operating Agreemeht a new Paragraph
31 reading as follows: ‘ ﬁ‘\‘
n31, Notwithstanding any contraction of the Unit Area pursuant to the j
provisions of said Unit Agreement and the resultant exclusion of lands
from this Agreement, the Participating Interests and the Beneficial
Interests of the parties hereto shall remain unchanged, In the event

of expansion of the Unit Area, Operator shall, withf§p$ﬁi§proval of

3

the parties, revise Exhibits 'C' and 'D' to reflect tl€ facts thereof.
Operator shall initiate any contraction or expansion of the Unit Area
only with the approval of the parties hereto."
" 12,. There shall be inserted in said Joint Operating Agreement a new Paragraph
32 reading as follows:

132, Prior to the commencement of operations under said Unit Agreement,
all ovners of Working Interesis in the Unit Area who have joinéd in sald
Unit Agreement shall be privileged to execute or ratify this Agreement.
At'ter commencement of operations under said Unit Agreemen¥; subsequent
Joinder in said Unit Agreement and 1n this Agreement by the owner of a
Working Interest in the Unit Area shall be permitted only upon compliance
witn'éﬁch reasonable terms and conditions as ﬁay be approved by the
parties hereto,"

'_» 1;:‘KfQure shall be inserted in said Joint Cperating Agreement a new Paragraph

33 reading as follows:




Y33,  No party hereto shall withdraw a tract from said Unit Agreement
except with the approval of the parties hereto. The parties hereto
may direct that a tract as to which the owner of any’substantial Lease
Burden therein has not executed said Unit Agreement be withdravn from
g said Unit Agreement in accordance with the provisions of Section 29

of said Unit Agreement; provided, however, that if the party hereto

committing such tract to said Unit Agreement furnishes indemnity
satisf'actory to the parties hereto, such party shall not be required
tc withdraw such tract from said Unit Agreement, "
14. Paragraph 28 of sald Joint Opera*ing Agreement shall be renumbered as
Paragraph 34 and there shall be added to the 1ist of parties the following:

"Featherstone Corporation, Roswell Petroleum Building;
; Roswell, New Mexico,"

SN 5, b el

15, Paragraph 29 of said Joint Operating Agreement shall be renumbered as

S S S A

Paragraph 35 and shall be amended to read as follows:
"This Agreement shall remain in full for¢e and effect for and during
the term of said Unit Agreement and thereafter until all property
Jointly owned hereunder‘shall have been disposed of and the aceouﬁts
among - the parties shall have been settled; provided, however, that
the términation of this Agreement shall not relieve any party hereto.
from any 1iabi1ity'Which acerued or attached prior to the date of

such termination."

Paragraphs 30 and 3L of said Joint Operating Agreement shall be renumberéd as
Paragraphs 36 and 37, respectively.

16, Exhibits "G" and "D" to said Jbint>0perating Agreement shall be amended
in the manner set forth in revised Exhibits "C" and "D" attached hereto and made a
part hereof,

17. Said Joint Operating Agreement, as amended by letter agreement dated
September 16, 1960 and as amended hereby, shall continue in full force and effect.

Tpis Agreement shall be binding upon and inure to the benefit thef;of the

respective heirs, successors qnd assigns‘of the perties hereto.

IN WITNESS WHEREOF, the parties hereto have executed these presents us of the

day and year first above written.

ATTEST:

Secretary

g Date December 22, 1960 -6 -
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Date /7/%7, 6 ¢
ATTESETS

T
//C//C 'é‘—»(./y..—-vz_, g

Assistant Secretary

Date _DEC.2 2 1860

nDate_ %Q& . &8 \ A o

ATTEST:

le - "éz -
ASST SE%REAS.
Date /ﬁ%¢ﬁé¢@/¢d

ATTEST:

Date ——
ATTEST:

Date

ATTEST:

7 0kn F. Featherstone

e a it dania) AV

s Ll'.l.zl\\)' U \LA \JUL\I‘U Joaun

GULF OIL (ORFORATION .
By i M
' o

Attorney In Faol

%) )NNQ\&Q&

Ernest Hanson

LEONARD OIL &NIZANY IS

PHILLIPS PETROLEUM COMPANY

By

UNION OIL COMPANY OF CALIFORNIA

By

WILSON OIL COMPANY

By




83 Wl SR I,

Date

ATTEST:

Date

ATTEST:

Date -

Date R
ATTEST:

Date

SHKsis AT SECRETARY

Date_ /D ~12 -6/ —

ATTEST:

Dﬁte

ATTEST:

Date

By

. By

Olen F. Featherstone

D ‘ T AADVRAN A ma e
WRA TT"’ERS“‘.‘OEH} AV WIRN - AR R V24 ]

GULF OIL CORPORATION

-

Ernest Hanson

LEONARD OIL COMPANY

By

PHILLIPS PEYROLEUM COMPANY

= PRESIDENT ; .

UNION ofL COMPANY OF CALIFORNIA
Bygl A ghe > - - e
/ LS /4,* u/R? :
¢ ' OO

WILSON OIL COMVAMY '

By




Date
Olen F, Featherstone
ATTEST: | FEATHERSTONE CORFORATION
k Sy
Date
; ATTEST: GULF OIL CORPORATION
! By
i Date e i
H “ Date
{ Ernest Hanson -
: ATTEST: - o | - LEONARD OIL COMPANY
f _ By
Date -
ATTEST: PHILLIPS PETROLEUM COMPANY
; | .
B - u‘y
Date —
ATTEST: UNION OIL COMPANY OF CALIFORNIA
By.

Date o

ATTEST: _  WILSON0I/ COMHANY ‘
‘ £E§¥§L14§§5vJ§’ _ ) By o N

(o bey bt
Date %W 3’3,;?6 ? «




EXHIBIT "C"

McXITTRICK CANYON UNIT
DESCRIPTION OF COMMITTED LANDS

STATEMENT OF PARTICIPATING AND BENEFICIAL INTERESTS

Descripiion of Commiiied Lands

Working Interests in the following lands situated in the County of Eddy, State of
New Mexico, have been committed to the Unit and Unit Operating Agreements:

Township 22 South, Range 25 East Township 22 South, Range 26 East
Section 22: East Half (E3) Section 19: All
Section 23: All Section 30: All except the
Section 24: All Southeast Quarter of
Section 25: All the Sontheast Quarter
Section 26: A1l (8EL SEE

Section 27: East Half (E3 Section 31: All
Jeeticn 34: East Half (E3

Yection 35: A1l

Section 36: All

‘Statement_of Participating and Beneficial Interests
Participation in 50% of Phillips and 100% of Wilson Acreages

)
)

Tract Lease Acres Percentage
Party No, Burdens Participsting Beneficial Participating Beneficial
Union 011 Company 1 15.50% 680.00 574.60 10,19766 - 10.22520
of California 2 15.50% 560.00 473,20 8. 39807 8.42075
- 3 15.50% 637.12 538, 37 9. 55460 9.58048
9 25.00% 203, 34 152. 50 3.04940 2,71379
12 16.00% 19,06 _ 16,01 - .28583 2 28490
Total T 2099.52 1754.68 31.48556 31.22512
Gulf 0il Corporation 4 15, 50% C797.28 673.70 11,95645 11.98872
5 15. 50% 160,00 135,20 2.39945 2.40593
6 15.50% 160.00 135.20 2. 39945 2.40593
13 12.50% 1€0.00 140.00 2. 0945 2.49135 N
9 25.,00% 138,36 103.77 2,07492 1.84662 5
12 16.00% 12,97 10.89 . 19451 19379 :
Total 1428,61 1198.76 21.42423 21.33234
Olen F, Featherstone 7 13.00% 80.00 69.60 1.19973 1.2385
2 25.00% 8,66 6.50 .12994 .1156%7
12 16.00% .82 69 01222 ,01219
Total 89.48 76.79 1.34189 1, 36642
Featherstone 7 13.00% 80,00 69.60 1.,199%72 i.23855
Corporation 9 25.00% 8.67 6.50 . .12995 .11567
i 12 16.00% 81 .68 ,01222 ,01219
Total 89,48 76.78 1, 34189 1. 36641
‘. Ernest Hanson 8 13.00% 160,00 139.20 2, 39945 2.47711
© 9 25.00% 17.33 13.00 . 25989 W 23134
12 16.00% 1.63 1.37 02444 02438
Total 178.96 153,57 2.68378 2.73283
Wilson 0il Gompany 9 -0 - -0 - -0 - -0 - -0 -

42w

Fhiilips Tetisloum 2 16,004 b0o.an 5040 89979 __-Raasg
Company Total 60,00 50.40 89972 . 89688

}.—I
}_l
o
>
[
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Tract Lease Acres Percentage

Party _No, Burdens Participating Beneficial Participating Beneficial
Honolulu 011 10 16.00% 880.00 739.20 13.19696 13.15431
Corporation 11 15, 50% 320.00 270.40 4.79890 4.81186
15 12.50% 480.00 420,00 7.1983% T 47404

16 12.50% 195,95 171. 46 2.93857 3.05119

17 12.50% 320.00 280.C0 4.79890 4.98269

18 12, 50% 120,00 105.00 1.79959 1.86851

9 25.00% 250.87 188.15 3.76218 3. 34819

12 16.00% 23.51 19.75 . 35257 . 35146

Total 2590. 33 2193.95 38.84601 39.04225

 Leonard 0i1 14 12.50% 117.85 103.12 1.76734 1.83506
Company 9 25.00% 12.77 _ 9.58 .19151 . 17048
: 12 16.00% 1.20 _ .01 01800 01797

Total 131,82 113,71 1,97685 —2.02351

Total (Unit) 6668. 20 2619.45 ;_gcooggg 100,00000

Recapituletion of Participating ang Beneficial Percentapes

Percentage

; Party Participating Beneficia]
i Union Oil Company of California 31.48556 31.22512
: Gulf 0il Corporation 21,42423 21,3323,
; Olen F, Featherstone 1.34189 1. 36642
i Featherstone Corporation 1.34189 1. 36641
) Ernest Hanson 2.68378 2.73283
; Wilson 0i1 Company -0 - -0 -
! Phillips Petroleum Company . 29979 .89688
! Honolulu 011 Corporation 38.846uL1 . 39,04225
: Leonard 0il Company H 1,97685 2,02351
i Total 100,00000 100,00000

December 12, 1969
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McKITIRICK CANYON_UNLT

DESCRIPTION OF COMMITIED LANDS .
STATEMENT OF PARTICIPATING AND BENEFICIAL INIERESTS

Description of Committed Lands
Working Interests in the following lands situated in the County of Eddy, State of
New Mexico, have been committed to the Unit and Unit Operating Agreements:

Township 22 South, Range 26 East
Section 19: All

A1l except the
Southeast Quarter
of the Southeast
quarter (SEZ SEZ)

Section 31: All :

Township 22 South, Range 25 East
Section 22: East Half (E3)
Section 23: All _ Section 30:
Section 24: All
Section 25: All
Section 26: Al
Section 27: East Half (E%)
Section 34: FEast Half (E3)
Section 35: All
Section 36: All

Statement of Participating and Beneficial Interesis
Participating in 50% of Phillips and 50% of Wilson Acreages

Tract  Lease Acres percentage

Party _No._ Burdens participating Beneficial Earticigatigg Beneficial ?l; '

Union 0il. Company
of California

1
2
3
9

1

qulf Oil corporation 4

5
6
13
9
12

2
Total

15.50%
15.50%
15.50%
12.50%
16.00%

15.50%
15, 50%
15. 50%
12.50%
12, 50%
16.00%

Total

Olen F. Featherstone

Featherstone
Corporation

Ernest Hanson

Wilson 0il Company

Phillips Petroleum
Company

13.00%
12.50%
16.00%

13.00%
12. 50%
16.00%

13.00%
12. 50%
16.00%

12, 50%

16.00%

680.00
560,00
637.12
102 .67

1359.43

80.00
4o 3h
81
85.15

80.00
4.33
.82
85.15

160.00

8,67
1,63
170. 30

_320.00

FACA—A )

320.00

_60.00
60.00

574.60
473.20
538, 37
88,96
_ 16,01
1691.14

673.70
135.20
135: 20
140.00
60.53
_10.89
1155.52

69.€0
3.80
.68

74,08

69.€0
3.7

-
4.08

139.20
7.59
1.3
148.16

280,00
280.00

_20.40
50 40

10,19766
8.39807
9, 55460
1.,52470

__.28583

29,96086

11.95645
2.39945
2.39945
2. 39945
1.03746

_ 21940

20, 38676

1.19973
,06501
-_.01222
1,27696

1.19972

.06501
01222
1, 27695

2. 9945
,13002
om
555591

4,79890

_.8210
.89979

10.Q8167
8.30256
9. 44600
1. 56085
. =28090
29.671.98

11.82044
2, 37216
2, 37216
2.45638
1.06203
,19107
20. 27424

1.22117
,06659
01202

PR

1,29978

1.22117
06658
01202
1.29977

2. 44234
.13317

02404
2.59955

4,91275
4,91275

28840
8840




iAo kN 2

-y

Party

Honolulu 0i1
Corporation

Leonard 0il
Company

Tract Lease Acres Percentage

No. Burdens Participating Beneficial Participating Beneficial
10 16.00% 880.00 739.20 13.19696 12.96967
11 15. 50% 320.00 270. 40 4.79890 4.74432
15 12.50% 480,00 420,00 7:19834 7.36912
16 12, %0% 195.95 171.46 2.93857 13,0082
17 12.50% 320.00 280.00 4.79630 4.91276
18 12, 50% 120.00 105.00 1.79959 1.84228
9 12, 50% 125.43 109.75 1.88102 1.92562
12 16.00% _.23.51 19.75 — 35297 __2 34653
Total | 2464.89 2115. 56 36.96485 37.11867
14 1 12.50% 117.85 103,12 1.76734 1.80930
9 12.50% 6.38 5.58 .09568 .09790
12 . 16.00% 1.2 _.1:.01 01800 01772
Total 125,43 109.71 1.88102 _1,92492
Total (Unit) €668.20 2699:45 100,00000 100,00000

Recapitulation of Participating and Beneficial Peféentages

Percentage
Participating Benef!cial

Party

Union 0il Company of Califdrnia

Gulf 0il Corporation
Olen F, Featherstone

Featherstone Corporation

Ernest Hanson

‘Wilson 0il Company
"Phillips Petroleum Company

Honolulu 0il Corporation

Leonard 011 Gompany

Total

29.96086
20. 38676
1.27696
1.27695
2,55391
4..'79890
.89979
36.96485
_.1,88102
100,00000

29.67198
20.,27424
1,29978
1,29977
2.59955
4.91275
88420

' 37,11867
k92492
100,00000

R

December 12, 1960
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Tract
No. Description of Land

FEDERAL LANDS:

1. Township 22 South,. Ebmm 25 Esast
Section 22: mm» P mm»,
Section 23: s :L m.o.

2. Township 22 South, Ebm 2
Section 26: zz MW ,
N% ? s mmw SW%

Section 27: zm

3. Township 22 South, lumnge 26 East
Section 30: Lots 1., 2, 3, 4, EX
sw, Wes mwh Ez NE%,
.m_
Township 22 mosg* w:umm 25 East
Section 35: S} W%

4. Eeotbwuwv 22 South, »:umm 25 East
Section 23: E B}
Section 24: Ni
Township 22 South, Runge 26 East
Section 19: Lots .., 2, 3, 4
BL Wb

EXHIBIT "B"
McKITTRICK CANYON UNIT
EDDY COUNTY, NEW MEXICO

February 1, 1951

, Serial No. &

No. of Effective Date Basic Royalty

Acres of Lease & Percentage Lessee of Record

680.00 NM 023091 USA - 124% -Union 0i1 Company
August 1.--1956 - of California

560.00 MM 023022 USA - 123% Union 0il Compeny
August 1, 1956 of California

637.12 MM 016754 USA - 124% Union 0il Company
Mey 1, 1955 of California

797.28  LC 064528-C USA - 123% F.W. Estil., Box

1023, Kermit, Texas

(Cptioned %o Gulf
0il Corp. )

Committed
Working Interest
& Percentage

Overriding Royalty
& Percentare

$500.00 per acre out Union - 100%
of 3%, which royalty

is owned as follows:

Merion V. Harris &

Lawrence C. Harris R

Box 6657, Roswell,

N.M. -1. mo&. The

Blanco Company, Box

146, Roswell, N.M,-

1.50%.

$750.00 per acre out Union - Hoo
of 3%, which royalty
is owned by Emmett D.
White & wife Blanche

V. White, Box 146,

Roswell, N.M.

$200.00 per acre out Union - 100%

of 3%, which royalty

‘is owned by T.J.
Deason, Jr. & wife,
June C. Deascn, 1804
W. 4th 3t., Roswell,
N.M.

~
DTN

$750.00 per acre out F.W. ,Mmdwwwiwoo&

- of 3%, which royalty

is owned as follows:
Roy L. Flood & wife,
Dixie D. Flood, 712
N. Main St., Roswell,
N.M.-1.65%. “Ernest A.
Hanson, Box 852,

o

‘Roswell, N.M.,-l.35%.

(1) Guir o11 ooH.Es,.w.,«Hou is acquiring Tract No. 4 by assignment subject to approval of the Director, Bureau of Land Management.




Tract i No, of
No, Ummmm Ption of Lang deres
% Township Scuth, Range 26 pog 160.00
Section 19:. NEL
6. Township 2o South, Range 2¢ Fast -1€0.00
Section 19. B4
7. H.ocumﬁv 22 .moa...%.~ Range 25 Eust 80.00
Section 24: zmrwww
8, Township 2, moz.gw.. Range 25 pogy 160.00
i Section 24: SW:-
9~ Township 2, South, ‘tange o5 East 640.00
Section 25:  A11
Ho.amvaoﬁmﬁw 22 South, Range o5 East 880.00
Section 6. ‘mmmm uw NEL, Swh NEZ,
Section 27. mm. m
Seetion 35. N NS, swi NEL, St wl,
Sz

Serial po. &
Effective Date

of Lease
h 1

LC 067965

4pri1 3 » 1952

N 06329

Septembep 1, 1952

Lc om&ummlb
m.oE_.nB% 1, 195
Expires 4--30<62

L 054528
H.,mvgmﬂw 1, 1951

N 015078
Octobep 1, 195,

N 032925
August 1, 1958

Basic mo%mu,q

wn‘wmwomudm e
S<Ercentage
USA - 10lg
USA - 121
UsA - 12l
Ut - 121¢
USA - 121g
USA - 124

Lessee of Reconrg
/

F.w, Mmﬂﬂ.‘. Box
1023, Kermit, Teyas

( Optioneg to Guir
0i1 Corp. ) .

GuLt 011 Gy,

Wilson 0i1 ooswmnq

‘Box 627, . Santg Fe,

N.M,

, Comiittegq
,oﬁ.&ﬁ&uﬂ Royaity sowwu..bm. Hugnmwmm.n

, mnvwmwa&mb&mmm & wmunms&mm e

Wilson 0i1 ¢o, ..
100%

Irma M, Hanson ¢, .
bcmvmbm~ H.b.mmUmoR
512 Garst St.,
N.M, <3¢

Fred M. ommm..ﬁ%.-
100%




; ooEW\._&ma
No. of Effective Date Basic Royalty Overriding Royalty Working Jaterest .
No. cmmowww@ub of Land Acres _ —of Lease & Percentage Lessee of Record & .,.wwu.omu.nmmm & Percentage ,
11, Township 22 Soush, Range 25 East 320.00 LC 064548 USA ~ 124% Honolulu 013 Corp. Grady «_,,.,n,wocg:ow.g & Honoluiyn .. 100%
Section 34: rd February 1, 195 wife, Ethel Marie :
: Southworth, 108 w.
bwdcpcmw.nzm.. momsoﬁf
NM. - g,
12, Township 22 South, _wmumm 25 East 120.00 NM 0879 USA - 12ig Mrs. Zela D.MeBride ge1a D.Wood (former- Mrs. Zela I Wood
Section 35. N: N, swi Hw December 1, 1957 (Optioned to Phillips 1y Zela D.MeBrige) Qogmﬁw MeBride)-
C Petroleun Co.) 220 S.Eudora, Denver,100¢ :
Colo. 34 Fleanor L. _
Mmd.ﬁm»,_mou" 1597, )
Midlend, Texas - 1%; ;
Ora R. Hall, Jr., Box
1681, Sants Fe, N.M. -
13%. |
13, Township 22 South, Renge 25 pagt 80.00 LC 064528-F USA - 12ig Featherstone Corp. Roy L. Flood, 611 g, Featherstone Corp. -
Section 24: S mmw, . February 1, 1951 ‘Roswell Pet, Blag, Missouri 3 Roswell, 100% ,
Expires 4-30-62 Roswell, N,u. N.M - 2 or 14 ORR;
_ Olen F. m,_wmﬁbmu.mdonwmu
-Roswell Pet, Bldg.,
Roswell, 1.uM. _5¢
TOTAL 13 FEDERAL TRaCTg 5,274.40 fcres
STATE LANDS:
,!' =
14. Township 22 South, Range 25 Eagt 160.:00 E-6066 State of N.M. - Gulf o011 Corporation Nope Gulf 011 Coxpc~ v
Section 3% SEZ NEL, NEZ Nwi, Marck 10, 195p 123i% ration - 100
LEAG :
15, Township 22 South, Range 26 Ragt 117.85 E-5225 State of N.M. ~ Leonarg 01l Co., Box None Leonarg 0il 2o.-
Section 31: .1ots 1 & 2 (Wi Nb) May 10, 1951 123i% 708, Roswell, N 100%
; NEL swl |
16, Ho:umunb 22 .mmosd..: ilange 25 East 480.00 0G-3943 State of N. M. Honoluly 0i1 Corp, None donoluly - 1C0%
Section 36: NI i, sib %» ‘<une 17, 19s5g 124g , : ‘
st wiL) sz@
MM Q.N‘. 4
17. Township 22 South, Rang: 26 gagt . 195.95 .T.Am\‘m, State of N.M_ - Honolulu 043 Corp. MNone
Section 31: eowQ wm 4> E3 Nw}, October 21, 19sg 124g
SE; sw

Seriai No. &

Honoluly - jg %

2y
&




Serial No, &

No. of Effective Date
Acres of Lease
320.00 0G-2287

March 18, 1958

1,273.80 Acres

Basic Royalty
& Percentage

State of N.M, -
123%

60.00 net Raloh A. Shugart Lessors - ALl

& wife, Rena

Shugart, Artesia 5

N.M., Lease dated

7-29-58, expires

s 7=29-68

30.00 net Johney Cockburn & Lessops - A11
wife, Thelma Cock-

. burn, 711 Fair

Bldg., Ft. Worth,
Texas, lease dated
7-29-58, expires

Lessee of Record

Honolulu Qi1 -Corp.

Honolulu 0ji1 Corp.

Honolulu 0il Corp,

Overriding. Royalty

& Percentage

None

None

None

Committed
Working Interest
& Percentage

Honolulu - 100%

Honolulu - 1004

Honolulu - 100%

Tract

No. pescription of Land

18.  Township 22 South, Range 26 East

Section 31: Ei

TOTAL 5 STATE TRACTS

FEE _LANDS:

19.  Undivided  iaterest in N NEE &
SWi NE% of Seztion 22, Township
22 South, Range 25 East

19.  Undivided % interest in Ni NEL &
SWi NEL Section 22, ‘Township 22
South, Range 5 Eagt

19.  Undivided 1/8 interest in N3 NEL
& SWi NE} Section <2, Township 22
South, Range 25 East -

19.  Undivided 1/8 interest in N: NEL

& SW: NEZ Seetion 22, Township 22

South, Renge 25 East

7-29-68

15.00 net C.M. McElhannon
& wife, Reine
McElhannon, Box
~1657. Ft. Worth,
Texas, Lease
dated 7-29-58,
expires 7-29-68

15.0C net Gertrude Bennett Lessors - A1}

& Mae Smith, Ft,
Worth, Texas, &
Rese Salzman &

wcmvmbf Albert

Salzman, Houston,

Texas, “Lease
dated 7-29-58,
expires 7-29-68

Lessors ~ A1l

Honolulu 0il Corp.

Honolulu Qi1 Corp.

None

None

Honolulu - 100%

Honolulu - 1C0%

T T g e ki e et 5o e s s




Tract No. of
No, Description of Land Acres
20.  SE} SEL Section 30, Township 22 40.00

South, Range 26 East

Two Fee Tracts - 160 Acres

Serial No. &
Effective Date Basic Royalty
of lease & Percentage

J.S&. Windham & Lessors - A11
wife, Alme Gray,

Windham, Carlsbad,

New Mexico, Lease

dated =758,

expires 5-7-68.

TOTAL 20 TRACTS [N ENTIRE UNIT AREA 6,708.20 Acres

Lessee of Record

Skelly oww\bosﬁmb%

-

o<mﬁwwm»uwmmowmwﬁw
& Percertage

Committed
Working Interest
& Percentage

——

None

Skelly - 100%




Serial No, &

. Comitteq
No. of Effective Date Basic Royalty : o<m,“.ﬁ&..um Royalt Yorking Interest
: & Deseription of Land Acres of Leage & Percentoge Lesses of Recorgd (¢ Percentage : & Percentape

1. n.o:bmgv 22 Soutp, Range 25 Fast 680.00 NM 023097 Usa - 12ig Union S..Hoosvmu% $500.00 Per acre oyt Union - 1004
Section 3p. SEZ NE}, SE Auguit 1, 1956 . of Californig of 3¢, which ‘royalty
Section (3, Wi, W3 E4 ) is oimeq ag follows:
Maricn V. Harris &
H.mﬁ.mun.m C. mmwﬁ..m‘. v y
Box 6557, Roswe1y ’
z.g.a,ruo&. The
Blane ooﬂvmb%. Box
146, momfmubu N.M, ~
1.50%.
2. H.otbmﬁv 22 Souti, Range 25 East 260.00 NM 023025 Usa - 12ig Union 013 oosvmbv. $750.0) Per acre out Un
Section 2¢. N2, Nl NEZ, August- 1 1956 Of Californig Of 3%, whicy royalty
- Ngswd SEZ Swi , S 15 owneq by Emmett p.
Seetion 27, NEd, N4 SEZ

3. Township 22 South, Range 26 pagt 637.12 01675 U - 1044 Union 033 Company $500.00 pep acre out g
Section 3. Lots 1, 2 3, 4, E3 May 1, 1955 of Californig of 3%, which royalty
r\wh SW m...mpd M,mh. Zwm.u, is Ownec by T.J.
NE} spl Deason, gp. & wife,
Hocsmwu..w 22 So1th, Range 25 kast June ¢, ummmo?‘ 1804
Section 35, S NgL W. 4th g Roswe11,
N,
A.Eu.ocumﬁu 22 South, Range 25 Eagt 797.28 Lc 064528-¢ Usa < 123 F.w. ‘Esti1y, Box $750.00 Ier acre gyt F.w,
Section 23, 23 El February i, 1951 1023, Kermit, Teyas of 3%, whieh Toyalty
Section 2: g

AObﬁoumn to Guir 18 owneq ag foll
HovﬂmE..v 22 Sou':h, Rarge 2¢ East 011 Corp. )
Section 19: lotg 1, 2, 3 4




Tract
No, Descriiption of Land

5.  Towashlp 22 South, Range 26 East
Section 19: NE}

6.  Township 22 Scuth, Range 26 East
Section 19: Mmk

7. Township wm mo».aw wmumm 25 East
Section 24: N3 SEZ

8.  Township 22 Soith, Range 25 East
‘Section 24: S

9. Township 22 South, Range 25 East
Section 25: - A1l

20. (¥ Tounship 22 South, Renge 25 Bast
Section 26: - M mw NEL,

sl
Section 27: - w nﬁ

Section 35:

SWi; NEZ,

Serial No. &

Comnitted

No. of Effective Date Basic Royalty Ovexr:ridirg Royalty zoamwww Interest
Acres of Lease & Percentage Lessee of Record & Percentage & Pe ~centage
160.00 LC 067965 USA - 1219 F.W. Estill, Box $500.00 per acre out F.W. ﬁm $311 - 100%
April 1, 1952 1023, Kermit, Texas of 3%, which royalty ,
(Optioned to Gulf 1s owmed as follows:
0il Corp.) Mrs. Mary Didlake &
husband, Tom anm.wmu
Rt. 2, Box 79-4,
Roswell, H.M.-1.65%.
Ernest Al Hanson,
Box ‘wmm\.womsmwwh
N. Z -1.354.
160.00 M- 06320 UsA - 123% Gulf 0il Corp. $750.00 per acre out Mrs. W.H. Milner-
September 1, 1952 of 3%, wn'ch royalty 100%
is-owned us follows:
Mrs. W.H. Milner &
husband, V.H. Milner,
609 S. Lee, Roswell,
N.M.-1.65%. Ernest A.
Hanson, Box 852, Ros-
well, z.g. ~-1.35%.
80.00 LC 064528-D USA - 124% Olen F. Featherstone Roy 1. Flocd, 611 S. Olen F. teather-
February 1, 1951 _ Roswell Pet. Bldg. .ﬂmroc.ﬁ.. womcmHH stone -:..00%
Expires 4-30-62 Roswell, N.M. NM. -3 cf 1% omm
160.00 LC 064528 USA - 123% Ernest Hanson Roy L. Flcod, €11 S. Ernmest Henson -
February 1, 1951 .E,mﬂoﬁ.m ‘Roswell, 100%
NM. -3 cf 1% Omw
640.00 NM 015078 USA - 12i% Wilson 01l Company  Ncpe . Wilson 0il Co.-
October 1, 1954 Box 627, - Santa m.mu 100%
N.M.
880.00  NM 034925 UsA - 1234 Fred M. omm&% :Irme. M., Haison &

zm ,mw SWi NEE, SE: MW

August 1, 1958

(Optioned to Hono-
lulu 01l Corp.)

(2) Honolulu 0il Corporation is acquiring Tract No. 10 by assignment subject to approval of the Director,

Fred M. Cassidy-
wrm.nmba L.A.Hanson, 100%
512 Garst 3t.,

Artesia, N M.-3%;

Frec< M. Cassidy -

4 of 1%

Bureau o’ Land Management.




Serial No. &

_ Cemmitted )
No, of Effective Date Basic Royalty , Over:iding Royalty Wori:ing Interest
No. Ummouwwﬁou of land . Acres of lLease - & Percentepe Lessee of Record & Percentage —& Porcentage
11. Township 22 South, Range 25 East 320.00 LC 064548 USA -~ 123% Honolulu 0il Corp. Gradyr Southworth & Hondlaly - 100%
Section 34: m» February 1, 1951 wife. Ethel Marie

Southworth, 108:.w.
Albucuerque, Roswell,

- 3%.

12. Township 22 South, mmumm 25 East 120.00 NV 0879 USA -~ 12i% Mrs. Zela D.McBride Zela D.Wood (former- Mrs. Jela D. Wood

Section 35: Nz MW, Swi Nwi : December 1, 1951 (Optioned to Phillips 1y Zela D.McBride) (form:rly MeBride)-
v Petroleum Co.) 220 r..mcnouma Denver,100%

Colo. 4%; Eleanor L.

Rettiz, Box 1597,

E.&.mp? Texas - 13%;

1681, mmb.nw Fe, N.M. -

13%.

13. Township 22 moE& mmumm 25 East 80.00 LC 064528-F. USA - 1249 Featherstone Corp. - Roy L. Flood, 611 S. Featl ers-one Corp.-
Section 24: S} SE} _ February 1, 1951 Roswell Pet. Bldg. Ewmmogﬁw Roswell, 100%
Expires 4-30-62 . Roswell, N.M. N.M. - 3 of 1% ORR;
Olen F. m.mmgmn.m.noumv
‘Roswe .1l Pet. Bldg.,
Roswe’l, N.M.-5%.

TOTAL 13 FEDERA" TRACTS 5,274.40 Acres

STATE LANDS: .
14. Township 22 South, wm.umm 25 East 160.00 E--6066 State of N.M.- Gulf 0il Gorporation None . Gulf )il Corpo- B
Section 36: - SE; MEZ, NEZ Wi, March 10, 1952  12i% ratiol - 100%
% m«» : - ,
15. Township 22 South, Renge 25 East 117.85 E~-5225 State of N.M.~ Leonard 0il Co., Box None Leona:xé Cil Co.-
Section 31: ‘Lots 1 & 2" Wi Nwl) May 10, 1951 1234 708, Roswell, N.M. 100%
zq -l -vé&l
16. Township 22 mmoaaw zmsmm mm mmmd 480.00 0G-3943 State of N.M. ‘Honolulu 0il Corp. None _ Honolailu - 100%
Sectlon 34: N Nef, w ~June 17, 1958 12i% ‘ : :
Zﬂ ) Lo
17. Township 22 moacp Renge 26 mmma 195.95 0G~4643 State of N.M,- Honolulu 0il Corp. None Honolulu -- 100%
Section 31: oﬁ w & 4, B \ October 21, 1958 124%

wm




Tract
No. Description of l.and
18. Township 22 South, Fange 26 East
Section 31: E3}
TOTAL 5 STATE TRACTS
FEE_LANDS:
19. Undivided 3 interest in Ni NEL &
SWi NEZ of Section 22, Township
22 South, Range 25 East
19. Undivided 7 interest in N} NE} &
SWi NEZ Section 22, Township 22
South, Range 25 Rast’
19. Undivided 1/8 interest in N} NEi
& SWi NEL Sectioa 22, Township 22
South, Range 25 Zast
19. Undivided 1/8 interest in Ni NELX

& SWi NE% Section 22, Township 22
South, Range 25 Rasi

Serial No. &

No. of Effective Date Basic Royalty :
Acres of lLease & Percentage Lessee of Record
320,00 0G-~-2287 State of N.M. - Honolulu 0il Corp.

1,273.80 Acres

., 60.00 net

20.00 net

March 18, 1958 123%

Ralph A, .Shugart
& wife, Rena
Shugart, Artesia,
N.M., Lease dated
7-29-58, expires
7-29-68

Lessors - All

Johney Cockburn & Lessors - All
wife, Thelma Cock-

“burn, 711 Fair

Bldg., Ft. Worth,

“Texas, lease dated

15.00 net

15.00 net

‘Texas,

7-29-58, expires
7-29-68

C.M. McElhanmnon
& wife, Reine
McElhannon, Box

lessors - All

1657, Ft. Worth,
-Texas, Lease

dated 7-29-58,
expires 7-29-68

Gertrude Bemmett Lessors - All

‘& Mae Smith, Ft.
‘Worth, Texas, &
‘Rose Salzmen &

husband, ‘Albert
Salzman, Houston,
Lease
dated .7-29-58,
expires 7-29-68

Honolulu 0Oil Corp.

Honoluwlu 0il Corp.

Honolulu 0il Corp.

Honolulu 0il Corp.

Committed

Overriding Royalty Working Interest

& Percentage

& Percentage

None

None

None

Nore

None

Honolulu

100%

Honolulu - 100%

Honolulu - 100%

Honoluiu - 100%

Honolulu - 100%




Serial No., & Committed

Tract No. of Effective Date Basic Royalty Overriding Royalty Working Interest
No, Description of Land Acres of lesse & Percentage Lessee of Record & Percentage & Percentage
20.  SEf SEf Section 30, Township 22 40.00 J.S. Windham & Lessors - All Skelly 0il Company Nome Skelly - 100%

South, Range 26 last wife, Alma Gray, ,

‘Windham, Carlsbed,
New Mexico. Lease
dated 5-7-58,
expires 5-7-68.

Two Fee Tracts - 160 Acres

TOTAL 20 TRACTS IN ENTIRE UNIT AREA 6,708.20 Acres
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1

BEFORE THE OIL CONBERVATION COMMTISQTOR -
"UF THE STATE OF NEW MEXICO

! IN THE MATTER OF THE HEARING
' CALILED BY THE OIL CONSERVATION 5
 COMMISSION OF NEW MEXICO FOR |

! THE PURPOSE OF CONBIDERIRG:

CASE No. 2142
Oxder No. R-J.G?O—-D

APPLICATION OF THE OIL COMSERVATION

7

I
{
<
\
]
l
?

i

i
!

i
i

BY_THE cgmxssxem ' ;

i yation Commission of New Mexico, here.uufter raferred to 2z ins

ition formula for said pools should be based on straight acreage.

}
{
| COMMISBION ON ITS OWN MOTION TO : ;
| CONSIDER PROBATING THE GAS PRODUCTION i
. PROM THE MONUMENT-~MGKEE GAS POGIL, THR E
mm—mm PENNSYLVANIAN GAS POOL, ;
m THE BAGLEY-LOWER PENNSYLVANIAN GAS !
nooz., ALL IN LEA COUNTY, NEW MEXICO. |

OKUER OF THE COMMISSION

This cause came on for hearimg at 9 o'clock a.m. on
Decemberxr 14, 1960, at Santa Pe, New Mexico, before the 0il Conser-

“Commigsgion."”

NOW, on this 21st day of December, 1960, the commission,
& gquorum being present, having considered the testiwomy presented
and the exhibits received at said hearing, and being fully advised
in the premises,

FINDS:

(1) That due gbuc notice having been given as requircd by
law, the Commission has jurisdiction of this cause and the subject
matter thexeof,

. (2) ‘That by Oyder No. R-1031 special rules and regulations
were promulgated governing the Bagleay~lower Pennsylvaniar Gas Pool,|
lea County, New Mexigo.

(3) That by Order No, R-1091 special rules and regulatioms
ware promulgated gouverning the Bagley~Upper Pemnsylvaniap Gas Pool,
ien County, New Mexico.

(4) That (he producing capacity of tha wells ia the nonumnt.
McKee Gas Pool, the Bagley-Lower Peansylvanian Gas Pool and the
‘Bagley-Upper Penmaylvanian Gas Pool is in excess of the market
demand for gas frowm these pools, and that for tha purpose of i
preventing waste and protecting correlative rights, the subject i
| pools should be prorated. 1
|

(3) That the evidence adduced establishes that the prora-




-2
' CASE No. 2142
| Order No. R-1670-D

$) That special vulas and raeculations should be promul-

gated govex;m :hr;-'druung. spaciuq and proration of wells in
! each of the subject pools,

IT IS THEREFORE ORDERED:

(1) That Order Nos. R-1031 and R-103i-A, and R-1091 and
“ R=1091~A be and the same are hereby superseded.

(2) That the vertical and horizontal limits of the Bagley- |
! Lower Pennsylvanian Gas Pool zad Bagley-Upper Pennsylvanian Gas

' Pool shall be as set forth in Order No, R-991 and as extended by
i nubnquent oxders.

(3) That the General Rules applicable to prorated gas poold
‘ in Southeast New Mexico, as set forth in Orxrder No. R~-1670, shall
b apply to the Nomument-NcKes Gas Pool, the Bagley-Upper Pemnsyl-
! vanian Gas Pool, and the Bagley-Lower Penneylvanian Gas Pool, ,
unlees in conflict with the Special Rules and Regulations for k
1 the aubject pools as hereinafter set forth, im which event the
' 8pecizl Rules shall apply.

; SPECIAL RULZS AND REGUIATIONS FOR THRE
___MONUMENT-MCKEE GAS_POOL

| A. WELL LOCATION ANMD ACREAGE REQUIREMENTS

| RULE 5(A)s A standard gas proratiom unit in the Menument-
McKee Gas Pocl shall be 160 acres,

H. MISCELIANBOUS SPPCIAL POOL RULES

RULE 25: The first proration period for the Monument-lcKee
Gas Poo) shall commence Maxch 1, 1961, and shall terminate
~ July 1, 1961l. Subsequent proration periods shall be the
six~month periods as provided in the General Rules.

SPECIAL RULES AND REGULATIONS FOR THE
~BMGLEY - LOWES. FENSEYILVAMIAN GAS POOL

A. WELL LOCATION AND ACREAGE REQUIREMENTS ’ o |

RULR 5(A)s A standard gas proration unit in the Bagley-
Lowar Pennsviwanian Gas Panl dhall ha 320 acres.

H. MISCELLANEOUB SPRECIAL PCOL RULES

R 25: The first proration period for the ley~Lower
P vanian Gas Pool shall commence March 1 {

) | shall terminate July 1, 1961, Subsequent m‘omtion mr’-od-
o sh:u. be the six-month periods as provided in the General
Rules.




U w3

| CASE No. 2142
| Order No. R-1670-p

A,

H,

SPECIAL RULES AND REGUIATIONS FOR THE
BAGLEY-UPPRR PENNSYLVANIAN GAS POOL

RULR 5(A) 3 A standard gas proration unit in the Bagley- ‘
Upper Pannsylvanian Gas Pool shall be 320 acres, ]

MISCELLANROUS SPECIAL POOL RULES

RULE 25: The firs: proration period for the Baglay-Upper |
Fenusylvanian Gas Pool shall commence March 1, 1961, ana ;
shall terminate July 1, 196}, Subsequent proration periods |
shall be the six-month periods as provided in the Ceneral ;
Rules, )
,‘

i

RUIE 26t An oil well in the Bagley-Upper Pomilmian Gas
ydrocarbong

Pool shall be defined as a well which produces tbo %
Possessing a gravity of 55° Apr or less, corrected to 60° i
Fahrenheit, |

Ry % 27: An oil well in the Bagley~-Uppeax Permsylvanian Gas
Pool shall have dedicated tharsto a proration wnit consisting !
of 40 acres, more or less, being a governmental quarter-

quarter section.

above designated.

STATE OF NEW MEXICO
OIL CONBERVATION COMMISETYON

(j gm;m BYRROUGES, Ghaim::g 7'

///{ .,/,//:-;;4—-—— _—

MURRAY X. MORGAN,

P e,

A. L. PORTER, J¥., ber & Secretary

|

|

!

|

DONE at Santa Fe, New Maxico, on the day and year herein- ,s
|

i

|

]

5

!

1

j
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No. 37-60

DOCKET: REGULAR HEARING, WEDNESDAY, DECEMBER 14, 3.3

0il Conservation Commission - State Land Office Building, Santa Fe, New Mexico

ALLOWABLE (1) Consideratica of the oil allowable for January, 1961.

(2) Consideration of the allowable production of gas for
January, 1961, for six prorated pools in Lea County,
New Mexico: Consideration of the allowable production
of gas for nine prorated pools in San Juan, Rio Arriba -
and Sandoval Counties, New Mexico, for January, }961,
and also presentation of purchasers’ nominations for the(
’ six-month perlod beginning’ February 1, 1961 fér that area.
ASE 2142: App11cat10n Of the 011 Conservatlon Comm1ss1on on its ow;LEEfTSh

~~~~~

Gas Pool, the Bagley-Upper Pennsylvanian Gas Pool and the Bagley

Lower Pennsylvanlan Gas Pool, all in Lea County, New Mexico.
CASE 1757‘ Application of J. C. Williamson for an order permanently/g;:;;j,

lishing 80-acre proration units in the West Whlte Ranch-Devonimn:
Pool in Chaves County, New Mexico. Applicant, in the above- -styled
cause, seeks an order permanently establishing 80- -acre proratiodh
units in the West White Ranch-Devonian Pool in Chaves County, New
Mexico. Temporary 80-acre pool rules were establishad by Order
2.7 Neo. R-1549. ' '

CASE 2143:  Application of Southern Union Gas Company for an amendment of

Order No. R~1670-C to provide for 640-acre proration units in the
Basin-Dakota Pool on a temporary basis and for permission to
transfer allowables. Applicant, in the above-styled cause, seeks
an amendment of the cpecial rules and regulations governing the
Basin-Dakota Pool San ‘Juan and Rio Arriba Counties, New Mexico,
to provide for 640-acre prorat1bn units on & one-year tomporary
basis and for permission to transfer allowables in said pool for
testlng purposes :

CASE 2144: Southcastern New Mexico nomenclature case calling for an order

creating new pools and extending existing pools in Lea, Eddy,
Chaves, and Roosevelt Counties, New Mcxico:

(a) Create a new oil pool for Wolfcamp production, designated
~ = as the Jenkins-Wolfcamp Pool, and described as:

TOWNSHIP 9 SOUTH, RANGE 34 EAST, NMPM

Seetinn 2 S0




Docket No. 37-60

(b)

(¢)

v (d)

(e)

(£

(@)

(h)

"as the Maro»nh 'Cliffs-Tansill Pool, and déscribed as:

the Lusk-Strawn Pool, and described as:

TOWNSHIP 19 SOUTH, RANGCE 32 EAST, NMPM
Section 19: NE/4\

Create a new oil pool for Delaware prbduction, designated
as the Maroon Clifis-Delaware Pool, and described as:

TOWNSHIP 20 SOUTH, RANGE 31 EAST, NMPM
Section 30: SE/a

Create a new nil pool for Tansill production, designated {

TOWNSHIP 20 SOUTH, RANGE 31 EAST, iMPM
Section 30: SE/4 '

N i 1 o e 70T

Create a new 0il pool for Wolfcamp production, designated
as the North Mescalero-Wolfcamp Pool, and despribed as:
‘TOWNSHIP 10 SOUTH, RANGE 32 EAST, NMPM
Section 11: SW/4

Create a new oil pool for Queen production, derighated as
the Northeast Monument-Queen Pool, and described as:

TOWNSHIP 19 SOUTH, RANGE 37 EAST, NMPM
Seéction:14: NE/4 .

Create a"neﬁfoil‘pool’for Delaware produbtion, designatad as
the Paduca-Délaware Pool, and described as:

_TOWNSHIP 25 SOUTH, RANGE 32 EAST, NMPM
Section 15: W/2
Section 16: E/2

Create a new gas ﬁoOl for Pennsylvanian broduction, designated
as the Sombrero-Pennsylvanian Gas Pool, and described as:

TOWNSHIP 16 SOUTH, ‘RANGE 33 East, NMPM
Section 12: W/2
Section 13: NW/4




Docket No.

37-60

(i)

(i

(k)

- (1)

(m)

(n)

(o)

(p)

Create a new oil pool for Abo production’, designated as the

Vacuum-Abo Pool,; and described as:

TOWNSHIP 18 SOUTH, RANGE 35 EAST, NMPM:
Section 4: NW/4 |

Extend the Atoka—Pennsylvanian Gas Pool, to include:

TOWNSHIP 18 SOUTH; RANGE 26 EAST, NMPM
Section 23: W/2

Extend the Bluitt-Pennsylvanian Pool, to include:

TOWNSHIP 8 SOUTH, RANGE 37 EAST, NMPM
Section 29: NE/4
‘Section 30: W/2 NE/4

Extend the Corbin-Abo Pool, to include:

TOWNSHIP 17 SOUTH, RANGE 33 EAST, _NMPM
Section 33: SW/4
Section 34: SW/4

Extend the Drinkard”?odl; to include:

TOWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
Section 17: NE/4 and N/2 SE/4

Extend the Empire-Abo Pool, to include:

TOWNSHIP 17 SOUTH, RANGE 28 EAST, NMPM
Section 26: S/2 NE/4
Section 28: SE/4

Extend the Eumont Gas Pool, to include:

TOWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
Section 12: ' S/2 SE/4

Extend the Gladiola-Wolfcamp Pool, to include:

TOWNSHIP_12 SOUTH, RANGE 38 EAST, NMPM

Section 18: SLE/4

-
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Docket No. 37-60

(q)

)

-(s)

(t)

(u)

Extend the Justis-Blinebry Pool, to include:

TOWNSHIP 25 SOUTH, RENGE 38 EAST, NMPM
Section 18: SW/4
Section 31: SW/4

Extend the Justis-Fusselman Pool, to include:

TOWNSHIP 25 SOUTH, RANGE 38 EAST . .NMPM
Section 30: SW/4 .

Extend the Justis Tubb-Drinkard Pool, to include:

TOWNSHIP 25 SOUTH, RANGE 37 EAST, NMPM
Seciion 26: SE/4 SE/4 ,
Section 36: S/2 NE/4, SE/4, and SW/4

TOWNSHIP 25 SOUTH, RANGE 33 EAST, NMPM Ve
Section 19: W/2 SW/4 ~ ‘

Extend the Maljamar Pool, to include:

TOWNSHIP 17 SOUTH, RANGE 33 EAST, NMPM
Section 21: NE/4

Extend the West Tonto Yates-Seven Rivers Pool, to include:

TOWNSHIP 19 SOUTH, RANGE 32 EAST, NMPM
- Section 13: SE/4 :

TOWNSHIP 19 SOUTH, RANGE 33 EAST, NMPM
Section 18: SW/4
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“Mexico, and enter th

npmAvEe THTOTL C?ﬂS?RVQTT“ﬁ COMMISSION

OF THE STATE OF NEW MEXICO

IN THE MATTER or THE,APPLICATION
OF THE OiL CONSERVATION COMMISSION

ON ITS OWN MOTION TO CONSIDER PRO-

RATING THE GAS PRODUCTION FROM THE
2142

MONUMENT--MCKEE GAS POOL, THE BAGLEY~ : case NO.

UPPER PENNSYLVANIAN GAS POOL AND THE
BAGLEY~LOWER PENNSYLVANIAN GAS POOL,,

ALL IN LEA COUNTY, NEW MEXICO.

ENTRY OF APPEARANCE

come now Kellahin & Fox, P. O-. BOX 1713, santa Fe, New

eixr appearance in the above captioned case

in behalf of Anerada petroleum corporation in association with

mber of the Oklahoma Bar.

Mr. H. D. Bushnell, a me
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J. . SETH

A K. MUONTGUME KY
OLIVER SETH

WM. FEDERICI
FRANK ANDREWS
FRED C. HANNAHS

STSRCT AL casuaM IR

SETH, MONTGOMERY, FEDERIC! & ANDREWS
ATTORNEYS AND COUNSELORS AT LAW
30! DON GASPAR AVENUE

SANTA FE, NeEwW Mexico POST OFFICE BOX 828
TELEPHONE YU 3-7315

December 14, 1960

New Mexico 0il Conservation Commission
Santa Fe, New Mexico

Re: Case No, 214@

Gentlemen:

We hereby enter our appearance on behalf of
El Paso-Natural Gas Company in the above
entitled case and will be associated therein
with Mr., Ben Howell, Mr. Garrett Wnitworih
and other attorneys for the Company.

Very truly yours,

SETH, MONTGOMERY, FEDERICI & ANDREWS

0S:dd

1y




vz WESTERN UNION fez=

This is a fast message
NL==Nighe Letter .

" unless its deferred chart
Lol '~ TELEGRAM
1 i
propet symbol. | 1201 [T =Lt Telgram
, . W. P. MARSHALL. PazsioEnT — .
A m{ estl )

The 6ling tithe shown in the darel ine on, domud: tefegrams Is STANDARD TIME s¢ polnt of orlgin. Time of, r;cglpt s STAN P Ea

IO P

OLA166 KBA1T
| K 0CA562 PD=OKLAHOMA CITY GKLA 13‘63@ﬁkd§142 622

NEW MEXICO OlIL CONSERVATION COMM=
POST OFC BOX 871 'SANTA FE NMEX=

ILPEM%iFMFNE SUBJECT! Mzw MEX1CO OIL CONSERVATION

COMMISSION CASE 2142

.‘,' 9 THIS 1S TO | NFORKM NEW MEXICO oIL CONSERVATION
Z.COMMISSION THAT APOCs OPERATOR OF THE BRITT "A“ UNIT |
| WELL NOe 7, RECOMMENDS (1) THAT 160-ACRE PRORATION UNITS?

. BE ADOPTED FOR THE MO“UMENT-MCKEE GAS POOLs LEA COUNTY |
| NEW MEX1COs AND (2) THAT THE PRORATION OF GAS PRODUCT]ON;

THEREFROM BE BASED ENTIR‘EL'Y oN SURFA("E ACRES=
— ANDERSON PRICHARD OlL CORP= .

'RECIATE SUGGESTIONS FROM 1TS PATRONS CONCERNING 178 SERVICE .

_—zw27 1160~ 2
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. PRODUCTION MCF

SCLID BLACK INDICATES
PRODUCTION 7~1-59 TO 7-1-60

STRIPED IRDICATES
PRCDUCTION JULY, AUG., SEPT., 1960

mune
o

ANDERSON PRICHAED - |
BRITT A # 7-X m
PRODUCED 1552 MCP ‘
IN JULY, 196¢C




TESTIMONY FOR UPPER AND LOWER BAGLEY AND MONUMENT-MCKEE

, The Bagley Upper and Lower Pennsylvanian pools are®
now operating under rateable take Orders R-1091-A and R-1031-A
respectively. In compliance with these orders the Commission
has attempted to enforce rateable take by keeping a record of
the allowable and production and informing the purchasers and
operators periodically as to the status of the wells. This
procedure has failed to accomplish the desired results,

It is my.opinion that the only way to accomplish
rateable take is to prorate and issue status reports in a
proration schedule and to have proper rules for controlling
overproduction. This is the subject matter of this case as it
pertains to the Upper and Lower Bagley and Monument-McKee.

I have prepared eﬁﬁibits to show the manner in which
wells have been produced fram the period of June 1, 1959 to
Julywl,leGO, and from July 1, 1960 to October 1, 1960. '

Ceov /"tw?"a f tog ,,(,(‘,ﬁ}._.&_‘;_,a

,-('-41 f e AT Y )

Eove O - ,\qu é,o '{W ZJ’ (Show E)(hlbltj
L’

A uz;u)'r‘“' oo O
RS ¢ recommend thatAthe CO 1551on /prorate these

three pooléﬁbeglnnlng March 1, 1961 and that the first proration

period end July 1, 1961 so that future proration periods will

coincide with other pools in Southeast New Mexico,
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUIRQUE, NEW MEXICO

PHONE CH 3-6691

PAGE 1

| BEFORE THE
OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO
DECEMBER 1L, 1960

- o e e W e M wm @ e W @ g W e S g @G Em e @ B O e m M e e W W

IN THE MATTER OF:

S 88 sm S

CASE 2142: Appliocation of the Oll Conservation Commission
on its own motlon to consider prorating the
gas production from the Monument~McKee Gas
Pool, the Bagley-Upper Pennsylvanian Gas Pool
and the Bsgley-~Lower Pemnsylvanian Gas Pool,
all in Lea GCounty; New Mexico.

9 0% ee o €% oo

W 4 b W e wm = @ W B W e W B e B m W™ e e e e

BEFORE:

Murray Morgan
A. L, Porter

TRANSCRIPI QOF PROCEEDINGS

o B e e Wme GRS ame B e S e

MR. PORTER: The Cormission will take up next Case 2142,

MR. MORRIS: Case 2142. Application of the 01l Conserva-
tion Commission on its own motion to consider prorating the gas‘pro
duction from the Monument-McKee Gas Pool, the Bagley-Upper Pennsy1~»
vanian Gas Pool and the Bagley-Lower Pennsylvanian Gas Podl, all 1in|
Lea couhty, New Mexlco. U

MR, PAYNE: Mr. Commissioner, we have one witness in this
case, Mr, Utz. I would like to ask that he be sworn.

MR. PORTER: I would llke to call for other appearances

so if we have anyone else desiring to present testimony we can have

{ the witnésses'swoﬁn,at the game time. . |

[ : T —




'DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 2

cemommm o omas ma® SinaoasoamoE b )
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"BY MR, PAYNE:

MR. CAMPBELL: I would like to enter an snpaaranaa. We ]

. e R L NUEE P - .
4

cn sy men s aiolie s PR, vege FS T
Vo1 aill aypvarddaco Uil vonail L

iy

01l & Gas Company.

MR. KELLAHIN: Jason Kelléhin,‘Kellahin & Fox, Santa Fe,
representing Amerada Petroleum Corporation. I4£ave an asgocliats
with me, Mr. H. D. Bushnel, a member of the Oklahoma Bar. It is
not our present intention to offer any testimony, although5it any

of it corresponds, we may wish to do so,

MR. PORTER: You will have that opportunity, Mr. Kella-

hin.

LY o) STYA NFRPIT o ¥ m W oo A A v
Mle TAXNIS WO HLSU Vo a wi

Montgomery, Federeci, who have assoclated wiéh them Ben Howell and

Mr, Garrett Witworth from El Paso Natural Gasfg%

MR. MORRIS: Let the record show that Mp. Utz “4% pre-

-, ‘\“\
NN ‘

vioﬁsly been sworn.

ELVIS A. UTZ,
called as a witness, having been previously duly sworn, testified

as follows:

DIRECT EXAMIW TION

Q Will the witness please state his name; by whom he 13 em

ployed and what capacity?
A Elvis A. Utz, engineer with the New Mexico 011 Conaserva-

tion Commission.

Q  Mr, Utz, in connection with Case No. 2142, have you made
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-6691

PAGE 3

a study concerning the gas takes in the Bagley-Lower Pennsylvanian
Gas Pool, the Bagley-Upper Pennaylvarian Gas Pool, arnd Monument-
McKee Gas Pool?

A  Yes, sir, I have.

Qiﬁﬁ;Mr. Utz, would you please explain briefly the aystem
under which the pools‘are presently operating, and discuss whether
in your opinion, this system has proved to be satisfactory?

A The Bagley-Upper and Lower Pennsylvanian Gas Pools are
now 0peratihg under ratable takes, Order R~-1091~A and R¥1031-A
respectively. In compliance with these orders, the Commission has
attempted to enforce ratable take by keeping a record of allowable
and production, and informing the’purchasers and operatoré perlod-
ically as to the status of these wells. This procedure has failed
to accomplish the desired results. It is my opinlon that the only
way to accomplish ratable take is to prorate and 1ssue status re~

ports in proration schedules as to -- and to have proper rules for

controlling overproduction. This is the subject matter of this

téaso as 1t pertains to the Upper, Lower Bagley Pennsylvanian Pools

as well as the Monument-McKee Pools.

Q Mr., Utz, have you prepared Exhibits to show the manmer
in which the wells have bheen produced from the peribd of June lat,
1959 to July lst, 1960, and from July lst, 1960 to October 1lst,

19607
A Yes, ailr, I have. I have prepared bar graphs which show

"the production for the yeart's period, as stated, from 7/1/59 to
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7/1/60, ﬁs well ag the last three months! production hiatory that
was available at the time these were mgae, which is July, Augusi
an® September, 1960. In order to show how these wells were being
produced up to the latest possible time, first, I have ~-

Q Filrat, Mr. Utz, do you have copies of these Exhibits

which we could distribute?

A I have coples which were distributed to the Commission,
and I have coples that went out to the audlence. There 1s one
down there. on this tabls, ir it is not bein;‘dbodfggc

| (Whefaupon,~Appiiéaﬁéi§ Exhiblt No.
1 was marked for identification.)

Q All right. Mr. Utz, if you'll refer to Exhibit Fo. 1,
would you rlease explain to the Commission what that Exhibit de-
vieta?

| A ‘Exhibit No. 1 is a bar graph showing the production his-

fbry for the past fifteen months of the Bagley~Lower Pennsylvanian|
Pool, the vertical is MCF total for each period, and, of course,
the horizontal scale 13 per well. There are only three wellé‘in
thié pool, and the production from these wglls for the period,
yearts period end;hg;?/i/éo is as follows: |

- The Amerada Sh;ii‘Nb. 1 13 279,186 MCF. The Amerada Caudel,
7 and 2. I might explain here that the Caudel np;"é replaces the

No. 7 on the same unit, so it 1s carried as one_unit as actually

‘the same well. That well produced 161, 192 and the Amerads Bto

No. 1 produced 645,531, You will note from theseﬁ?igﬁres that the
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" deurse, if it was a six montha! proration period, these three

takes were substantially different, and, thersifcrs, tha takes werel
in my opinlon, unratable. During the last three months, July,
August end September, '60, the Shell -- Amerada Shell No. 1,60,814}

Caudel No. 2, 12l;,362, and the Amerada BTO ¥o. 1, 1&8,581. of

wells would have an Opportpnity to come in better balance, but I
merely show this to show that during the three months of the latest
production history we have, the takes were not too ratable.

Q In your opinion, Mr. Utz, does this Exhibit substantiste
your fecémmendation that the Bagley-Lower Pennsylvanian Gas Pool
be prorated? | |

A In my opinion, that is the only wey to enforce ratable

take,
{(Whereupon, Applicant's Exhibit No. 2

was marked for identification.)

Q Please proceed to Exhibit WNo. 2 and explain what thafvdew
plets.

A Exhibit Yo, 2 18 the same type bar graph for the Bagley-
Upper Pennsylvanian Pool. The vertical scale 1s again MCF for the
tﬁfal period showﬁ, horizontal for each individual wgll. This
well has -~ this péol hag five wells, Two of these wells ﬁere de~
termined by marginal estimating, go the production shown by the
Amerada Mathersa Nb; 2 and the Amerada BTM No, 2 are considered to

be -~ all these wells are capable of producing, and ao would not

enter into a determination of ratable take. The three remaining
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wells, howewer whioh ape the Amerada Caudel No. 7 andé Yo. 2, “_#1
‘again, this was a well == the No. 7 apparently played out, and the
No. 2 took over the same unit dedication, the year's production
ending 7/1/60 for this well was producing 229,918. The se cond

well, the Amerads BTM No. 1 produced 79h,586, and the third well,

PHONE CH 3-6691

the Texaé & Pacific State ugh" Wo. 2; 336;008. The takes, as
"~ noted, are considerably different and, therefore, in my opinion,
unratable.

The same plcture for the three months from July, August and
Septomber,il960, the ceudel, Amerada Caudel Yo. 2 produced 135,167
The BTE %5, 1, 144,740, and the Texas & Pacific State "C" Wo. 2,
210,539. The takés ¢rom these three wells which have been,up to

| the proaent time anyway, non-marglnal wells, are substantially
dirferent, 90 this shows that the takes are st11l somewhat unrat—

able, as a matter or fact, cung&dcra,lu 1nratable for the past

three montha! production history.
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Q Do you feel, then, Mr. Utz, by prorating this pool,
takes can be made more ratable?

A In my opinion, 1t can be made ratable as long as wWs
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have one purchaser.

(Whereupon,_Applicant's Exhiblt
was marked for jdentification.)

Q All right. Yrlease proceed to Exhibit Yo. 3 and explaln

to the Commnission what that depicts.

A The Exhibit No. 3 is the same type of bar graph, vertica

e

M et s e et oo A Sabetns 22
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and hordzontal scales being the same as the previous two, which
dspicts the production history for the like period of the Monumentt
McKee Pool. We have only three wells in this pool, but the takes
have been rather erratic. The first well, the Amerada S-A, pro-
duced during the yearts period ending 7/1/60 165,315. The Amer-
ada 5—N‘166,0h8, and the Sinclair 8-M 472,490, or about two aﬁd
oight-tenthsbfimés as much as the Amvicl= walla. The 1like infor-
mation for the last availsble three months! production hiatory ;aé
the Amerada 5-A 22,589,000, Amerada 5-N 23,335,000, and the Sin-
clair 8-M 178,499, which is 7.7 times as much as elther of the
Amoradafweils. I jugt learned yesterday thﬁt there ia a third
well -- a fourth well in this pool which I had a record of that
wag Anderson-Pritchard "A" No. 7-K, which up until the time I made
these charts had produced onl#JISSZ in the month of July, 1960.
However, my information from thé:teléphone con#ersation with And-
erson-Pritchard yesterday indicates this ﬁeil 1s’now p?oducihg al-
most as much, 1f not as much, as the Sinclair well, o

Q M, Utz, i1s there also only‘one purchaser in the Monu-
ment-McKee Pool? | |

A  No, sir. There are two purchasers in the Monument-McKee |}

I believe one purchaser is connecisd to: the Amerada wells, and the

other purchaser is connected to the Sinclair and Anderaon-Pritchard

wells,

Q Do you feel, Mr., Utz, by prorating the Monument-McKse

Pool more ratable takes can be accomplished than is presently bein#

R N M T s
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accompli ghed?

A Mr, fayn;, that has bSeen nreviously true in other pools
where we have two purchaasers.

Q :‘Mr. Utz, in view of your studies and Exhibits, what are
your recommers ations to the Commission in regard to these three
poolsa?

A I recommend that in order to prevent waste and protect
correlative rights that the Commi ssion prorate these three pools
on a atraight acreage basis beginning March the lat, 1961, and
that the first proration period end July 1, 1961 so tyat future
proration periods will coincide with the proration period of other
pools in Southeast New Mexico.

Q M, Utz, vhat is your reason for recommending that these
pools be prorated on the straight acreage basis?

A - In the firat place, these are very‘small pools, the
largest pools having five wells. Reserve information is rsther
difficult to come by, and the deliverabilities would appear to be
rather consi astent except for the two marginal wells in the Upper
Begley Pennsylvanian. I Just don't belleve that the pools are
large enough to juatidy snything but a straight acreage formula, .

Q Mr,&ﬂ}g, you are undoubtedly‘aware‘wé have speclal rules
for both the Bagley Upper fehﬁaylvanian and Bagley-Lower Pennsyl-
#Qnian. You are not recommending anw}change in those, any change

N
other than that to prorate these particulac pools?

A That'!s correct. I would recommend that Order R-1091-A-

Ll S %-i '% i

B
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and 1031-A be superceded and all three of these pools be 1incop-
porated under R-1607.

‘Q That 18 an order which deals with a1l proratsd gas pools
in New Mexico?

A That!s correct.

Q If I understand you correctly, you are recommending that
the initial gas proratioﬁ period commence March the last and end
July the lst, 1961 --

A Thatts right.

!R =~ 80 that the six monthg! prorated period is following
from . 'uly the 1lat and would colncide with the other prorated gas
pools 1n that area?

A Thatts correct.

Q Do you have anything further you would 1like to present?

A I don't believe I have anything.
MR. PAYNE: I would like to offer 011 Conservation Com- |
mi{vion's Exhibits 1 through 3,
MR. PORTER: w&thqut objection, thesge Exhibits will be

admitted,
(Whereupon, Applic antts Exhibits Woj.
1 through 3 were received in evi-
dence.)
MB:'?GRTER: Does anyone have any questions? The witnsy
ey be excused.
(Witness excused)

MR, PORTER: Anyone desire to Pregent testimony? Do you
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have any atatements to make to the Commigsion?

MR. ANDERSON: R. M, Andersgon, Sinclair. We have a well
in the Monument-McKee Pool;we wish to concur with Mr. Utz! recom-
méndatiohs'concérning gas proration in the Monument-McKee Gas Pooll

MR. PORTER: Mr. Bushnell,

MR. BUSHNELL: Amerada concurs in the recommendations
made by Mr., Utz. B

MR. ROBINSON: J. E. Robinson, Texaco, Inc. Texaco has
the fifth well in the Monument-McKee, and we have finalized the
contract with the third purchaser for this field and we concur with
the recommendation made by the Commission.

MH. PORTER: Three pur&hééeré and five wells. Anyone
elge want to make a statement?

MR. PAYNE: Mr. Coﬁﬁiasibner, we received the following
communication from Anderson-Pritchard 011 Corporation. Thia is to
inform the New Mexico 0il Conservation Commission that Anderson-
Pritchardts oporator‘or the Br;tt "A" unit Well No. 7 recommends
(1) that 160-acre proration units be adopted for the Monumqnt-
McKee Gas Pool, and (2) that the proration of gas production tharéT
from be based entirely on surface acresage.

MR. PORTER: Nothing further to be offered in this case,

the Commission will take it under asdvissmsnt and have a short re-

cess.,




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-669

ALBUQUIRQUE, REW MEXICO

=1
.

PAGE

|{New Mexico.

COUNTY OF DERWAL

I, LLEWELYN NELSON, Court Reporter, in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the fore~-
going and attached Transcript of Procesdings before the New Mexico

011 Conservation Commlssion was reporteéd by me in machilne shors=.

‘|hand and reduced to typewritten tranacript under my personal super-

viglon, and that the same 1s a true and corrdeét record to the best
of my knowledge, skill and ability.

WITNESS my Hand and Seal this, the<]) /) day of

1961, in the City of Albuquerque, County of Bernalil¥o, State of

My Commissiop explires:

June 1l, 196l
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DRAFT
T
OEP/esr BEFORE THE OIL CONSERVATION COMMISSION

Decenber 16 OF THE STATZ OF NEW MEXICO
-~ IN THE MATTER OF THE HEARING
./ | CALLED BY THE OIL CONSERVATION
7/ (/ COMMISSION OF NEW MEXICO FOR
/.1 [~ THE PURPOSEOR CONSIDERING:

; ! =T S

[ e ¥4 -

) Ul ,M/ - € CASE No.__2142

L‘ (QA{ /Q//? : {OﬂhrNO;R-lﬂ0~D'
I P

APPLICATION OF THE OIL CONSERVATION

COMMISSION ON ITS OWN MOTION TO ' i
CONSIDER PRORATING THE GAS PRODUCTION
FROM THE MONUMENT-MCKEE GAS POOL, THE - Y
BAGLEY-UPPER PENNSYLVANIAN GAS POOL, SR
AND THE BAGLEY-LOWER EENNS}{L,\(AN‘IA;{'GAS, e

POOL, ALL IN LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. On
December 14, 1960, at Santa Fe, New Mexico, before the Oil Conser-
vation Commission of New Mexico, hereinafter referred to as the

"Commission."

NOW, on this day of lec ﬁb%iJ 1960, the Commission,
a quorum being present, having considerea the testimony presented
and the exhibits received at said hearing, and being fully advised
in the premises,

FINDS:
(1) That due public notice having beén given s required by

law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That by Order No. R—loél speclal rules and regulations
were promulgated governing the Bagley-Lower Pennsylvanian Gas Pool,
Lea County, New Mexico. ‘

(3) That by brder No. R-1091 special rules and regulations
were promulgated governing the Bagley-~Upper Pennsylvanian Gas Pool,
Lea County, New Mexico. L

{4) That the proQucing capaCity of the wells in the Monument-
McKee Gas Pool, the Bagley-Lower PeanYlvanian Gas Pool and the
Bagley-Upper Pennsylvanian Gas Pool is(in excess of the markot
‘demand for gas frqﬁ these pools, and that for the purpose of
preventing waste and protecting correlative rights, the subject

pools should be prorated, stv—a=straight-sorsaga—thasiys
%W—

(5) That

Al
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Order No. R-1670-D |
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(5) That special rules and regulations should be promulga- -

; o ; ny;—r*v:gme /1_5'-. W% ]

Y.

rted governing the drillinq, spacing and proration of wells in each,

of the subject pools. ;f

/! m.ﬂ”” (it ‘!ﬂ?/'/

IT IS THEREFORE ORDERED: P &Pg

(L) That Order Nos. R-1031jand R—10914be and the same are

oF Yhe 4}‘3)-5”46‘ on & Mé’az'{r('b»ut«

hereby su
(fl) iyi‘ (i(h’ae\. meu Lrbsine ot [l 4 0
‘((;) at the General Rules applicable to prorateéd &as pools

'in Southeast New Mexico, as set forth in Order No. R-1670, shall
:Qapply to the Monument-~McKee Gas Pool, the Bagley-Upper Pennsyl-
%

vanian Gas Pool, and the Bagley»Lower Pennsylvanian Gas Pool,

unless in conflict with the Special Rules and Regulations for the

subject pools as hereinafter set forth, in which event the Special

I Rules shall apply.

SPECIAL RULES AND REGULATIONS FOR THE
MONUMENT-McKEE GAS POOL

A, WELL LOCATION AND ACREAGE REQUIREMENTS

RULE 5(A): A standard gas proration unit in the Monument-

' McKee Gas Pool shall be 160 acres. -

H. MISCELLANEOUS SPECIAIL POOL RULES

RULE 25: The first proration périod for the Monument-McKee
Gas Pool shall commence March 1, 1961, and shall terminate July
1, 1961l. Subsequent proration periods shall be the six-month
periods as proVided in the General Rules.

SPECIAL RULES AND REGULATIONS FOR THE
BAGLEY-LOWER PENNSYLVANIAN GAS POOL

A, WELL LOCATION AND ACREAGE REQUIREMENTS
RULE 5(A): A standard gas proration unit in the Bagley-Lower

l

Pennsylvanian Gas Pool shall be 320 acres.

H. MISCELLANEOUS SPECTAI. POOL RULES

RULE 25: The first proration period for the Bagley=ILower

; Pennsylvanian Gas Pool shall commence March 1, 1961, and shall

w terminate July 1, 1961. Subsequent proration periods shall be

l

i the six-month periods a3 provided in the General Rules.
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SPECIAL RULES AND REGUIATIONS FOR THE
BAGLEY-UPPER PENNSYLVANIAN GAS POOL

A. WELL LOCATION AND ACREAGE REQUIREMENTS

RULE 5(A): A standard gas proration unit in.the Bagley-Upper

Pennsylvanian Gas Pool shall be 320 acres.
H. MISCELLANEOUS SPECIAL POOL RULES
RULE 25: The first proration period for the Bagley-Upper

Pennsylvanian Gas Pool shall commence March 1, 1961, and shall

i terminate July 1, 196l. Subsequent proration periods shall be

the six-month periods as proﬁided in the General Rules.

RULE 26: An oil well in the Bagley-Upper Pennsy1vanian Gas

Pool shall be defined as a well which producas hydrocarbons

possessing a gravity of 55° API or less, corrected to 60°
Fahrenheit.‘

RULE 27: ;én oil weil in the Bagley-Upber Pennsylvanian Gas
Pool shall h;V;fdedicated thereﬁo a proration unit consisting of
40 acres, more or less, being a governmental quarter-quarter

section

RULE 28: No acreage shall be simuitaneously dedicated to an
0il well and to a gas well in the Bagley—prer Pennsylvanian Gas

Pool.

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




