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BEFORE THE
NEW MEXICO OIL CONSERVATION COMNISSION
Santa Pe, New Mexico

Application of Texaco Inc. for a unit
agreement, Eddy County, New Mexico.
Applicant, in the above-styled cause,
seeks approval of the Woolley Unit
Area comprising 2,080 acres of State
and Federal lands in Township 17 South,
Range 30 East, Eddy County, New Mexico.
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FARMINGTON, N, ™,
PHONE 325.1137

BANTA FE, N. M.
FHON” 983.397

MEIER REPORTING SERV ICE, Inc.

DEARNLEY.-

ALDUOUI‘.IOUE, N, M,

PHONE 243.6¢91

BEFORE THR
OIL CONSERVATION CGMMISSION
wata Fe, New Maxico
Avzios 7, 1963

“E - s o "'q" \"
- R A
Sra i n! T S ariln

)
)
Application of Texaco Inec, for a unit )
agreement, Eddy County, Hew Mexico. ) Case 2872
Applicant, in the above-styled cguse, )

Seeks approval of the Woclley Unit )

Area compriaing 2,080 acres of State )

and Usderal lands in Towmship 17 South, )

Range 30 East, Eddy County, New Mexice. )

MR, DURRETT: Application of Texaco Inc. for a unit
agreement, Eddy County, New Mexico.
MR, WHITE: Charlass ¥hite appearing on behalf of the

WOXTle

cr
]

Applicant. We have twn witnesses ¢o
[Witnesses 5woTn.,. )

D. D, FARRIS

called as a witness, having been first duly Sworn, testified as
follows:

DIRECT EXAMINATION

BY MR, WHITE:
L. —

®



¥Will you

D. De Farris.

o > P

om are ycu employed and in what capacity?

texacc IncCe 1 District 1,and Man for the Roswell

PHC E 3254

Districte.

o
-

FAa INGTON, W.

Are you
Yes, 8ir.

:1)l you briefly state wihat Texace js se2king?

We seek approvel for the Woolley Unit Ared which cails

for the drilling of an.11,350 Morrow sand test.

SANTA FE, N. ™.
PHONE 283.3971

j11 you refer to what has been marked Exhiblt No. 1

and identify i¢ and explain it, please?

MEIER REPORTING SERVICE, 1

Taat is an ownorehip map of a portion of Township 17

South, Range 30 East, Eddy County, New Mexico, showing the out-

DEARNLEY -

LLBUQUERQUE, N. -
PFIONE 243.6691

gtate your name, please?

familiar with the subject apylication?

{Whereupon, Applicantte Exhi-
it No. 1 was marked for
identifieatiaq.) : l

lipe of the Woolley uUrit Arsa consisting of 1440 acres of Federal l
jands, &40 acres of State of New Mexico land, totaling 2,080 \
l

Are there any fee lands included? | \

Ko fee land witbin the unit areae \

{Whereupon, Applicant?s Exhi-
bit Ne, 2 was marked for
identification.)

e

EEEE;
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PAGE ‘t

Q Will you now refer to Exhibit No. 2 and state what that

is and explain it? o

Iy

P
ths various

;

& A That 1z & 3chedule or ownorship sncwin
tract numbers, the acreage therein, the serial numbers, royaltles

witkin sach tract, lessees of record, cover-riding royalty owner-

——
b

PARNINGTON, N, M,

PHONE 3285.1182

ship and working interest owmership.
Q It 1s otherwise self-explanatory, is it not?
A Ies, sir.

' Q  Have all the owners agreed to enter into the unit agreed

R ment?
:§ A No, sir.
g; Q What per cent of the working interest have joined?
i A Eighty« seven per cent.
: < How about the over-riding, what per cant de you anti-
cipate? |

A We anticipate whea all of the consent and ratificaticn

agreements are in  tc have in excess of 90%.

{Wheraupon, Applicant?!s Exhi-
bit No, 3 was marked for
identification,)

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, N, M.
PHONE 243 .60L91

9 Will you now refer to Exhibit 3 and state wha* that is,
please?

A That is the unit agreement covering the operation of the

®

Woolley Unit.,
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Q Has the agreement baen approved by the United States
Geologioal Survey?

3 Y25, ii.

1182

PARMINGTON, b
PHONE 32%.

Q Has it been approved by the Public Land Commissioner
of New Mexice?

A Yos, sir.

qQ Will there be any changes in the agreement to your
knowledge?

A No, sir.

Q Did the agreement commit the unit operator to drill a
test well?

A Yes, sir.

SANTA PR, N. M.
PHONE 982-3971

Q Yhen is the well to be drilled and to what formation?

A This well will be commenced sometime prior to August
31, 1963, and will be drilled to a depth sufficient tc test tae
Morrow sand formation at approximately 11,300 feet.

Q Will all the formations encountered be unitized?

No, sir,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE 243.889

A
Q Who will be the unit operator?
A

ALSUQL . RGUE, N, A,

Texaco Inc,
Q Does the unit agreement provide for an extension of the
acreage at a later date?

A Yes, sir.

&
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e —

Q Were Exhibits 1 and 2 pre, ared by you or under your
direction?

A Yes, sir,

MR. WHITE: At this time we offer Exhibits 1 through 3.
MR, UT2: Exhibits 1 through 3 will be entered into

i
PARMINGTON, M
PHONE 325-1'82

_ ..8, the record.
‘é {(Whereupon, Applicantts Exhi.
S bits 1, 2 and 3 were offered |
é and admitted irn evidence.) |
A - a Q Does that conclude your testimony? |
- % | Yes. I might add that you had asked whether all for-
~ .
) E =j§ mations would be unitised, and the formations will be, those unite#
# % ;% or formations below the hbase of the Sam Andres forn_ation.
# o Q  They will be unitiszed? '
R~
= A Yes, sir, all formations below that.
3] ,
MR, WHITE: That concludes our direct.
= That conclud ai
: CR(S ATION
o
S | moeooms
. E} Q Mr. Farris, do you have the location of the obligation

well?

P IONE 243 i@

ALBUQUEKROUE, N, M,

A Yes, sir., The well, the proposed location on the first
well will be in the Southeast Qurrter of the Northwest Quarter of
Section 16, .7 South, 30 East.

MR, UTZ: Arec there other questions of the witness?

@
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FAMMINGTON, N, »,
PHONE 325.1102

PHONFE. 983.397)

ARNLEY-MEIER REPORTING SERVICE, Inc.

7
Vi

Dl

ALBUQUERQUE, N. M,
PHONE 243.689!

The witness may be excu3sed.
(Witness excused.:
WILL E, RU
called as a witness, having beer firs¢ duly sworn, testifisd as
follows:
LIRECT EX TION
BY H
Q Will you state your full name, please?
A William E. Russell.
Q By whom are you employed and in what capacity?
A I'm employed by Texaco as Distriet Geologist in the
Roswell District.
Q Have you previously testified befora the New Mexico 0il
Conservation Commission or an Fxaminer?
y | I have not.

Q Will you briefly state your educational and profession-

.1 I received a Master’s Degree in geology froin Texas
Christiun University as well as a Bacneior of Arts Degree from
that same school, and have been employed as a petroleum geologist
by Texaco for ten years,

Q Are you familiar with the area involved in the subject

application?

®




FARMINGYON, M. M,
PHONE 325.1182

ICE, Inc,

SANTA FR, N, M.
PHONE pas - 71

4Ithldffiﬂ£E1E¥I‘R!%PCU?TYRR3 SERV

DF.,

ALBUQUERGUE, N, M.
PHONE 243.6691

A Yes, I am,

Q Have you made a geological study of the ares involved?
A fes. We have made structural and Stratigraphic studies
Supplemented by geophysical work in the area,
| (Whereupcn, Applicantts Exhi.
bit No. 4 was marked for iden.
tification,)
Q ¥ill you refer to Exhibit 4 and explaia %hat that
portrays?
A Exhibit 4 is a plat on a scale of one inch equals
2,000 feet, showing ths z:eg of the proposed Wocller Unit, The
plat has on it Structural contours on top of the Mzrrow sand
section and superimposed on the 8Zructural contours are two
isopach lines Pepreserting thickness-g of 50 feet of ¢lean Morrow
sands in this area,
The area between the two 50-fooé isopach lines ig L.ter
pPreted to be grsater than %0, the area to the north and scuth
of thcse lines indicate t5 have less than 0 fee+ ef hiiuw sand,

Q 1, Russell, is theye any Morwroy: roduction in the

‘s

immediate avag adjacent to the unit?

A There is Morrow product.on approximately three-quarters
of a mile west of the unit in the Great Westarn No. 1 Grayburg
Deep Urit., That well i3 lucated on the plat in Township 17

South, Range 30 East, Sestion 18 in the Southeast of the Northwest

T —— o
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Quarter.

Q Is there any other productior?

A There is shallow production from the Grayburg and San
Andres from several wells on and outaide of the unit area.

Q Any deeper than the San Andres?

FARMINGTON, N, ™,
PHONE 325%5.1182

A There are no wells producing from formations deeper
than the San Andres within the unit area.

Q Is the proposed location of tha subject w2ll depicted

RVICE, Inc.

,
Y

on Exhibit 47
A Yes., Tha yellow arrow stuck to the exhibit indicates

&la o semenmaa o ‘?a--‘i-.. -
vik plviluave Lveaviva v

that a No. 7 well is located approximately in the center of that

SANTA FE, N, M,
PHONE 283-3971

LO0=-acre tract, being tl.e Southeast of the Northwest of Section 16.

The proposed Morrow test will essentially be a twin to that well.
Q Should this well b:ove to be a commercial well, is it

reasonable to presume that the remaining acreage within the unit

would be equally productive commercially?

DEARNLEY-MEIER REPORTING Sl

g -
;5 A Yes.

o
¥ o
£ Q Do you anticipate any other pay zones beglow ths San
2
i1 |. Andres?

A Yes, we do.

O

What formationg?

A Beginning with the shallowest of the prospective for=

®




DEARNLEY-MEIER REPORTING SERVICE, Inc.

FARMINGTON, N, ™
PHONE 325-1182

N. M,

SANTA FK,
PHONE 883.3971

ALBUGUERQUE, N, M,
PHONE 243.6691

PAGE 10

mations, the Glorieta, Middle Wolfcamp Reef, Cisco, Canyon, and
possibly Atoka vo.uld be prospeciive in this area.

Q Have jou made provisions to test these zcnes?

A Yes, we have, in our propesed drilling program we will
evaluatas and test these zones as we go down.

Q In your opinion would the granting of this application
be in the best interest of consexvation and the prevention of
waste?

A Yes, sir,

Q Was Exhibit 4 prepared by you or under your direction?

K| Yes, it was,

MR, WHITE: We offer Exhibit 4.

MR, UTZ: Without objection, Exhibit 4 will be entered

into the record.

{Wnereupon, Applicaui’s Bi~
hibit No. 4 was offered and
admitted in evidence.)

MR, WHITE: That concludes our testimony,

MR. UTZ: Are there questions of the witness?

CROSS EXAMINATION

BY MR, UTZ:

Q Is this considered to be a strat’graphic trap?
A Yes, it is.

Q And you anticipate the Mo row sand at abcocut what depth?
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Pt e

FARMINGTON, N, M,
PHONE 325-1182

N. M

SANTA FE,
PHONE 983.3071

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, N, .
PHONE 243.6651

g~

A The top of the Morrow sand will be at approximately
10,880 feet., VWe are propcsing to drill to 11,300 to penetrate
the entire Morrow section.

MR, UTZ: Any further questions of the witnuss? The
witness may be excused. |
{(Witness excused,)

MR, UTZ: Are there statements in this case? Watll

take the case under advisement.




PAGE 12

FARMINGTON, N, M.
PHONE 323.1182

PHONE $83.3971

SANTA FE,

DEARNLEY-MEIER REPCRTING SERVICE, Inc.

ALBUQUERQUE, N, M,
PHONE 243.6691

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ) »

I, AVA DEARNLEY, Court Reporter, do hereby certify that the
foregoing and attachsd transoript of proceedings before the New
Mexico Oii Conservation Commission at Santa Fe, New Mexico, is a
tme and correct record to the best of m~» knowledge, skill and
ability.

IN WITNESS WHEEREOF I have affixed my hand and notarial seal

this 2ist day of Auzust, 1963.

2 ool 4
~urt Repoyter

My ccmmission expires:
June 19, 1967.

1 3y ' ¢eriify that the forsgoing $e
3 COP ged of the proteedings in

..... CL 2w 1 #
Aoy

012 Tonserva

IS SN MOV 775 A ...
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PHONE 3253-1 2

FADRIINGTON, . -,

VICE, Inc.

SANYA PFE, 1. N
PHCLNE 983-3971

DEARNLEY-MEIER REPORTING SER

ALBUQUIRQUE, M. M.

PHOME 243-6691

BEFORE THE

NEW MEXICO OIL CONSERVATION COMMISSION

ganta Fe, New Mexico

IN THR MATTER OF:

Application »f Texaco Inc. for a unit
agreement, Eddy County, New Mexico.
Applicant, in the above-styled cause,
seeks approval of the Woolley Unit
Area comprising 2,080 acres of State
and Federal lands in Township 17 South,
Range 30 Bast, Eddy County, New Mexico.

--———n---—'.-—-z-———-----

BRPGRE: Elvi~ A. Utz, Examiner.

TRANSCRIPT OF HEARING

August 7, 1963

Case No. 2872
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FARMINGTON, N, M,
PHONE 325.1182

SANTA FEK. N. W
PHONE 983.397"1

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUGQUERQUE, N. M.
PHONE 243.669

BEFCRE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

August 7, 1963
EXAMINER HEARING

IN THE MATTER OF:
Application of Texaco Inc. fer a umit

agreement, Eddy County, Nuow Mexico,

)

)

)

) Case 2872
Applicant, in the above-styled cause, )

)

)

)

)

seeks approval of the Woolley Unit
Area comprising 2,080 acres of State

and Federal lands in Township 17 South,
Range 30 Eaet, Eddr County, New Mexico.

- e o S W M W e B A 4 E» W W T @ o» o W e M s -

TRANSGRIPT OF HEARING
MR, UTZ: Case 2872,

MR. DURRETT: Application of Texarn Tne_ for a unit
agreemert, Eddy County, Naw Mexico,
MR, WHITE: Charles white appearing on behalf of the
Applicant, We have two wltnesses to be sworn.
(Witnesses sworn.!

D, Do FARRIS

called as a witness, having been first duly sworn, testified as
follows:

DIRECT EXAIINATION

DY MR, WHITE:

7




DEARNLEY-MEIER REPORTING SERVICE, Inc.

FARMINGTON, N, ™
PHONE 325.1182

BANTA PE, N. M.
PHONE 983.3971

ALBUQUERQUE, N, M.
PHONE 243.6691

Q Will you state your name, please?

A De U. Farris.
Q By whom are you employed and in what capacity?
A Texaco Inc, Itm District Land Man for the Roswell
District.
Q Are you familiar with the subject application?
A Yes, sir,
Q Will you briefly state what Texaco is seeking?
A We seek approval for the Woolley Unit Area which calls
for the drilling of an 11,350 Morrow sand test.
(Whereupon, Applicant?s Exhie-
bit No. 1 was marked for

identification.)

a8 been marked Exhibit Neo. 1

+

Q Will you refer to what b
and identify it and sxpla
A That is an ownership map of a portivn of Township 17
South, Range 30 BEast, £ddy County, New Mexico, showing the out=

line of the Woolley Unit Area consisting of 1440 acres of Federal

lands, 640 acres of Stave of Hew iHexleco land, totaling 2,080

aCIre8.
iJ Are there any f{ec¢ lands includoed?
A No fee land within e wall arcg,

{Jhereupon, Applicantts Bxhi-
bit Mo. 2 was marked forvr

identification.)
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FARMINGTON, N, M,
PHONE 325-1182

. M.

SANTA rFE,
PHONE 98::-3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.
PHONE 243.6691

Q Will you now refer to Exhibit No. 2 and state what that
is and explain it?

A That is a schedule of ownership showing the various
tyract numbers, the acreage therein, the serial numbers, royalties
within esch tract, lessees of record, over-riding Toyalty wner-
ship and working interest ownership.

Q It is otherwise self-explanatory, is it not?

A Yes, sir.

Q Have all the owners agreed to enter into the unit agree-
ment?

A No, sir.

Q What per cent of the working interest ha?e Joined?

A Eighty-scven per cent.

Q How about the overweriding, what per cent do you anti=~

A We anticipate when all of the consent and ratification

— [ Y —

Fy - k) - - . Y™
v MAVYE All CALVEOD UL ZV,0e

o
[-U
bl
Q
[%%

(Whereunon, Applicant.ts Exhie
bit Ho., 3 was marked for
identification,)

9 Will you now refer to mxhibit 3 and state what that 1is,
please?
A That s the wnit egeoeoronl covering ihe operation of Ui

Yoolley Unit,

@

w




FARMINGTCN, N, ™
PHONE J328-1162

SANYA FR,
PHONE 083-397"

DEARNLEY-MEIER REPORTING SERVICE, Inc.

243.6691

ALBUQUERJUE, N. ',
PHONE

PAGE 3

4] Has the agreeamnert been approved by the United States
Geological Survey?

A Yes, sir.

Q Has it been approved by the Public Land Commissioner
of New Mexico?

A Yes. sir.

Q Will there be any changes in the agreement to your
knowledge?

A No, sir.

Q Did the agreement commit the unit operator to ﬁrill E-
test w2ll? |

A Yes, sir.

Q When is the well to be drilled and to what formation?

A This well will be commenced sometime prior to August
31, 1963, and will be drilled to a depth sufficient to test the
Morrow sand formation at approximately 11,3C0 feet.

Q will all the formations sncountered be unitized?

A No, sir,.

Q Who vill be the soil coueatoe?

A Texaco Ince

il Docs the unit agioecnont orovids Jor an oxtenslon ¢ff the
acraage at 2 lator date?

A Yeu, sir,

®
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FARMINGTON, M. M,
PHONE 325.1182
|

N. M.

PHONE 983-3971

SANTA PR,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, N. &,
FHONE 243.6691

Q Were Exhibits 1 and 2 prepared by you or under your

direction?
A Yes, sir.

MR, WHITE: At this time we offer Sxhibits 1 through 3.

the record.
{Whereupon, Applicantts Exhis
bits 1, 2 and 3 were offereqd
and aimitted in evidence.)

Q Does that conclude your testimony?
A Yes, I might add that you had asked whether ail for-
mations would be unitized, and th: formationrs will be, those unit?

or formations below the base of the San Andres forgation.

aQ Thav «t11 ha unitized?
A Yes, sir, ail fomstions below that.

MR. WHITE: That concludes our direct.

CROSS EXAMINATION

BY MR, UTZs

Q Mr. Farris, do you have the location of the obligation
#2117

IR ves, sir, The well, tbn provosed location on the first

well will be in the Southoant Juarter of tlie Horthwest uarter of
Seotior YA LY Sentk, 30 cane,

DR, wide Jie thers ovhor questions ol the witness?
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The witness may be excused,

(Witness excused.)

WILLIAM E, RUSSELL

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

follows:

FARMIPIGTON, M, ™
PHONE 225-1182

h-g. CT TION
& "
3 % B .
BN
e Q Will you state your full name, please?
-~
7 5] A William E. Russell,
% Q By whom are you employed and in what capacity?
~
SE ig A Itm employed by Texaco as District Geologist in the
O .8
Ry <w Roswell District.
=H
R 2 Have you previously testified before the New Mexico 01l
g
= Conservation Commission or an Examiner?
<2
= A I have nnt,
-
F‘Q Q Will von hriefly stale your educational and proteseicne
= 1 baokzrowd?
e al b2lIzY i
A o \ . .
E§ i % A I received a Masterte Uegree in geology Ifrom Taras
E: Christian University as we!ll as a Dachelor of Arts Degree from
3z
>0
2 that same school, and have been employed @s a petroloum geologlsat

by Texaco Jor ter years,
Y A ~ 1 ] f 1T o [ CE T R AT T y,\‘i reu ol 1 ';‘, Ao tor
‘g ATe you lamirllaz o voe avea ravolved anoihne 3Uojecrh

application?

| o,
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A Yes, I anm,

Q Have you mads a geological study of the area involvaed?
A Yes., We have made structural and stratigraphic studies

supplemanted by geophysical work in the area.

(Whexeupon, Applicantts Exhi-
kit Xo. 4 was marked for iden-
tification,)

i
FARMINGTON, M, M
PHONE 3I2%-1182

—

Q Will you refer to Exhibit 4 and explain what that
portrays?

A Exhibit 4 is a plat on a scale of one inch equals
2,000 feet, showing the area of the proposed Woolley Unit. The
plat has on it structural contours on top of the Morrow sand

section and superimpossd co the styucetural contours are twe

SANTA FE. M. M.
PHONE 983.3371

isopach lires representing thicknesses or S0 feet of ¢lean Morrow
sands in this area,

The area between the two 50-fcoot iecopach lines is inter-
preted to be greater than 50, the area to the north and south
~f those lines indicate to have less than 50 feet of Morruw Sand.

q Mr. Russell, is there any Morrow production in the

DEARNLEY-MEIER REPORTING SERVICE, Inc.

2436691

immediate area adjacent to the wnit?

ALBUQUEROUE, N. s,

PHONE

A There ias Morrow production aporoximately threee-quarters
of a mile west of the unit in the Great Western io. 1 Graybury
Deep Unit., That well is located on the plat in township 17

South, Range 30 sasti, Section 18 in the Southoast of the Horthwesy

L e

@




DEARNLEY-MEIER REPORTING SERVICE, Inc.

FARMINGTON, N, N
PHONE 328.1182

N. M.

PHONE 283.2971

SANTA FE,

ALBUQUERQUE, N, M.
PHONE 243.6691

PAGE 9

Quarter.

Q Is there any other production?
A Thers is mhallow production from tne Grayburg and San
Andres from several wells on and outside of the unit area.

Q Any deeper than the San Andres?

A There are no wells producing from formations deever
thar the San Andres within the unit arex.

Q Is the proposed locatisn of the subjeci well depicted

on Bxhibit 4?2

A Yes. The yellow arrow stuck to ths exhibit indicates

Siron momvameravfonmd o Voo andd oo A AR PO
L I o S e R g - eR VAV wAh VHIT LA

ga L€BLe Iuu will note
that & No. 7 well is located approximately in the center of that
KO-acre tract, being the Southeast of the Northwest of Section 164
The proposed Morrow test will essentially be a twin to that well.
Q Should this w2ll prove to ke a commercial well, is it
reasonable to presume that the remaining acreage within the unit

would be equally productive commercialiy?

A Yes,

Q Do you anticipate any other pay zones bLelow the San
Andres?

A Yes, we 4o,

0 Vhat Joreationsy

A Beginning with the shallowest oi the prospactive [or-

®




” PAGE ;1
. rmations, the QGlorieta, Middle Wolfcamp Reef, Cisco, Canyon, and
poaaibly Atoka would be prospective in this area.
Sy
Q Have you mads previsions to test these zones?

A Yos, we have, in our proposed drilling program we will

evaluate and test these sones as we go down.

FARMINGTON, N, ™
PHONE 325-1182

Q In your opinion would the granting of this application
be in the best interest cf conservation and the prevention of
waste?

A Yes, sir.

Q Was Exhibit 4 prepared by you or under your direction?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

. N
- o A Yes, it was,
[
u®
-
£ | MR, WHITE: We offer Exhibit A.
°r
MR, UTZ: Without cbjection, Exhibit 4 will be entered
into the record.
(#hereup-n, Applicant?s Exe
hibit No. 4 was orfered and
admitted in evidence.)
*Re WHITE: That ecancludes cur yastimony.

-
Z3 MR, UTZ: Are therzs questions of the witness?
5\_2: CROSS ZXALIIVATION
¥ |
) RY MR, UiZs

0 Is this considered tu ba g stratigrachic trap?

A vas, 1t PG,

‘3 And you anticipate the lorrow sand at abou. what deplh?

J

A

L T
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FARMINGTON, N, M,
PHONE 328.1182

SANTA FE, N. M.

PHONE 983.3071

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,
PHONE 243.6691

A The top of the Morrow sand will be at approximately

, 530 feet, We are proposing to drill to 11,300 to penetrate

<3

1
L)

a~

[¥

tiis Morrow @aeciion.

gr

MR, UTZ: Any further questions of the witneas? The
witness may be excused.
(¥itness excused,)
MR, UTZ: Are there statements in this case? Wetll

take the case under advisement.
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- STATE OF Niw MEX1CO )
) 53
R - GOUNTY OF DERMATLILLO )

I, ADA DEARNLEY, Court Reporter, do hereby certify that the

foregoing and attached transcript of procecdings before the New

Mexico 0il Conservation Commission at Santa Fe, New Mexicc, is a

FPARMINGTON, N, M
PHONE 325.1182

true and correct recoerd to the best of my knowledge, skill and

ability,
IN WITNESS WHEREOF I have attixed my hand and noiariai seal

this 21st day of August, 1963.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

is
- g
i3
<™
- i
My commission expires:
June 19, 1967,
¥
ai

I do haredy certis

¥ that thé foregolng ie
a cohpigte fedord of the p*ocec'iivgéofn

fl:lb Bxa?inm h‘al/y of Case No. 2?72;—
i TR

Moalw Uy BE QiR .

, Exaainsr

Kev ¥ixido b Goﬁloz.“ba‘ﬁoﬁ amd $aion
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Octodar 14, 1964

Texaco Inc,
. O Bew 2104

nidland, Texas

Re 1 Woollay Unit
Ecdy County, Hew Maxico

Attention: Mr. K, B, Griffin
Oontlenda ¢

Pursuant to your lettzr of October 5, 1964, enclosing
ning copies of Application for Approval of rnitial Partic-
ipating Aresa for the Morrow FPormsticn.

ve are returning eight unapproved copies, and suggest
you refer to our letter dated August 5, 1954, in which we
defianitely stated we 4id not comeur with your findings that
well No. 1 was capadble of producing w.itised substarces in
poyling quuntities pursaant to the terws of the Unit Agree-
agat. We weuld alsc suggest that due to your not having

comuenced 2 sev-ad tert wli gix months after the cempletiom
of the first tust well as nrawided éav vndew Soasi-o & hot

W WRAWE Fy AADN

under the torme of %1: Unit Agreement vou are in defauit and
subjeet. to termization of tho Agreement.

We suggest you terminate tho Unit Agcsoement and form a
Communitization on spacing as se: forth Ly the Oil Conservation
Commission for the production frir. this well.




Texaoo Ineg,
.Mm. Nr. X. 1. m"h
osteker 14, 1964

poge 2
very truly yeurs,
5. 8. JOMDY WALEER
CHMISSIGER ¢F PUILI ANDS
»n: -
ved Bilberzy, Birectos
oil & Gas Depaxtammt
2Sw/anx/v
eGs

United states Geslegiral Aurvey




Auqu.t 5. 1964

m“. lﬂﬂo
P, O, Box 3109
Ridlani, Texas

Re: Woolley Unit. EBddy County, MNew Mexico
Initial Participating Area

Attention: MNr. R. 7, Raswell
Gentlemean:

¥ sre not approvis; rovr application for the Initiasl
Norruw Perticipating Area as submitted to us uz22» vour application
dated June 13, 1964,

We have made 2 complete review of your Woolley Unit Vaell
No, 1 snd we de mot concur with your findings that this well
is eapebie of producing unitised substances in paying quaatities
PUrsusnt to the taIss 2% *he unit agreement, therefore this wall
aen 4ot be considered a discovery well.

We are retalning one copy of this application and returning
eight unapproved copiss.

Very truly youre,

B. 8. JOHHKY WALKER
COMMISSIOMER OF PUBLIC LANDS

BY:
(Mrs.) Marian K. Rhea, Supervisor
Unit Davision

ESJIW/mmr/mim

Enclosures - 8

ce: United Stotes Teological sSurvey - Roswsll
0.l QConsarvation Comnigaion - Santza Fa
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June 40, iS4

Taxace, Inc,
P. 0. Box 3109
nidlard, Texas

Rew Mexico--Initial Partiectirsiiyg
Area

Atcention: Mr, R, T. Maxwell
Geniismant

Your application of June 19 requaesting approval of
the initial Morreow participating area for the Woolley Unit,
Bddy Coumnty, New Mexico, has been received in this office
for consideration. The appiiceation is sassd upos infarmation
contributed by unit well Mo. 1 in the 5B/4 EW/4 Sec. 16,
T-178, R-30R, which was completed on December 31, 1863,
for an initisl potentizl of 258.8 MCF of gas per day from
the Morrow 11,102 - 11,143 feet.

Your application doss not contain sufficient information
to enabls this office to agres that the well is capable of
producing unitized substinces in paying quantitias puisuansc
to Section 9 of the unit sgreement. We need the following
additicrnal information

1, A determination by Texaco, Inc,.,, as unit operstor,
tnat unit wsll No, 1 is capable of producing




Texaco, Inc,
Juns 2e, 1964
~page 2-

unitised substances in sufficisnt quantities to

zrepay the cest of arilling and producing eperatiocas,
wvith a reascnable profit.

4. An estiwnte of the recoversble reserves from the
Morrow attributalls ¢c unil well we, 1,

3. The reservoir data from vhich the reserves wers
calculated: including the initial bottom hole
pressure, assuned abandonwent pressure, bottom
hole temperature, gas gravity, pay thickness,
poresity, and water saturstion. The electrical
iogs and available core analysis should also
ba furnished.

4. An goomenic evaluation of the wsll: including
well csat, operating ccat and sstimated pay
out time.

S. A cepy of the back pressure test by which you
estimats the deliverability of the well against
the anticipated 600 peig line pressure.

Your spplication should ai.o be supplemented with a
geological repoxt justifying th: lands proposed as the initi=l
Norrow participating area.

Upon receipt of the above reguested information, your

Appiication wali be yiven fuilhel coasidssiatica.
Very truly yours,

E. 8, JOHNNY WL (EBR
COMMISBIONER OF PUBLIC LARDS

BY
(Mrs,! Marian M. Rhea, Supervisor
Unit Divirion
ESCW/miax/mim
cc: United State. Geological Survey
P. 0. Drawer 1B57
Roswell, XNew Maxico
Attention: Mr, Carl Traywick

0il Conservatiocn Commission
Sants Fe, New Maxico




August 9, 1963

Texace, Ine.
P. O, Box 2i48
Basweil. NMew Maxico

Re: Woolley Unit Agreement,
Eddy County, New Mexico

Attentiomn: Mr. D. D. Parris
Gentlemean:

The Xoclley Unit was heaxd by Blvis A. Uts, Examiner
for the Cil Conservation Commission August 7, 1963, Case
PUMINL S0 Tase Ri. Ces has advizzd this sffine that thie

Unit Agreement will be approved by the 0il Conservation
Commiasion.

Therefore, the Commissioner of Public Lands has approved
the Woolley Unit Agreemant as of August 9, 1963,

We are handing to your Mr. Ferguson ten originaliy
signed Certificates OI Approval. Aildv suciveesu is oSficizl
Racelipt Mo. G-22566 in the amount of Twenty-five ($25.00)
Dellars which covers the filing fae.

Very truly yours,

E. 5, JOHNKY WALKER
COMMISSIONER OF FUBLIC LARID

BY:
(Mrs.) Marian M, Rhea, Supervisor
ESuW/mmzr/ Unit ilviasion

¢e1 0ii vonservation Comalsslon

inited States Geological Survey
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WOOLLEY UNIT AREA
TOWNSHIP 17 SOUTH, RANGE 30 EAST
EDDY COUNTY, NEW MEXICO

EXHIBIT "B" - SCHEDULE OF OWNERSHIP

TRACT DESCRIPTION NO. OF SERIAL NO, AND BASIC ROYALTY LESSEE OF ORR AND w_I. ~D
NO. QF LAND ACRES DATE OF LEASE AND PERCENTAGE RECORD PERCENTAGE PZRCENTAGE
Pederal Land
1 E/2 NW/4 Sec. 17, 320 1.C-029342(b) Usa Texazo Inc. M.A. wWoolley and S.A. Tevacsa
SE/4, E/2 Sw/4 6-1-61 S1iding Scale Woolley-$1,000 p/acre
Sec. 9 "D" Royalty out of 5%
Schedule
2 w/2 SW/4 Sec. 9 160 LC-056551-A USA % Gulf 011l Mable S. Brigham 2-1/2% Gulf
and W/2 NW/4 7-1-58 124% Corporation J. D. Atwood 2-1/2%
Sec. 17
3 N/2 SE/4 Sec. 17 80 LC-060527 USA General None General
10-1-42 Sliding Scale American American
"D" Royalty 011 Company
Schedule of Texas
4 SE/4 SwW/L Sec. 15 40 NM-025020-A Usa Sinclair 011 J.G. Catlett Co. 1/ Sincleir
10-1-57 Step Scale "C" and Gas Company Kirby Production Co. 2/3
Royalty Schedule Ward H. Marls 1 %
Helen Starke Morgen  2-1/2%
May Taylor Parker 2 %
J. 8. Ward 1 Z
5 N/2 NE/4 Sec. 17 80 NM-048578 USA Texac> Inc. None Texace
9-1-58 Step. Scale "C"
- Royalty Schedule
6 SW/4 Sez. 10 and 320 NM-074935 USA Texacn Inc. M.A. Woolley and S.A. Texaco
Nw/L Sec. 15 11-1-61 S1iding Scale Woolley-$1,000 p/acre
"D" Royalty out of 5%
Schedule
7 Sw/4, 8/2 SE/4, 220 NM-074936 UsA Sincleair 011 None Sinclalr
S/2 NE/4 Sec. 17 8-1-55 S1iding Scale end Gas Company
"D" Royalty
Schedule




Page 3
TRACT DESCRIPTION 10, OF SERIAL NO. AND BASIC ROYALTY LESS™E oF ORR AND "L 2. AMD
NO. OF LAND ACKES DATE OF LEAS: AND PERCENTAGE RECORD PERCENTAGE WWMOMZHNWW
15 SW/4 SW/4 Sec. 16 40 B-3138-2 STATE V\\w. D. Collier None ¥zrathon
, 8-8-34 124% C>. Conpany
1A S/2 NW/4 Sec. 16 80 B-8095-5 STATE Texaco Inc. Alma Walsh Mallison 1-1,/4% Texaco
; 4-10-39 124% Dora M. Jonanson 5/5%
Moreland H. Hartwell 5/3%
Bright, Scalff, andg
Kennedy-$7:20,000 pay-
able out orf 2ig
17 SW/4 NE/U Seec. 16 40 B-8838-5 STATE Texaco Inc. Alma Walsh Mallison 1-1/4% Toxaco
10-10-40 124% Dora M. Johnson £/5%

Moreland H. Hartwell £ /8
Bright, Schiff, and
Kennedy-$720, 000 pay-

able out of 2i%

-

© STATE TRAC?S 640

ACRES OR 30.8% OF UNIT AREA

i g e U

e A
[ e T
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i

WOGLLEY UNIT AREA
Eddy Co., New Mexico

LEGEND

Unit Boundory
Federcl Lanis-1440 Acyes

State Lands - G40 Acres
208¢ Acre s

~
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WOOLLEY UNIT AREA \ 2
TOWNSHIP 17 SOUTH, RANGE 30 EAST
EDDY COUNTY, NEW MEXICO
EXHIBIT "B" - SCHEDULE OF OWNERSHIP
TRACT DESCRIPTION NO. OF SERIAL NO,., AND BASIC ROYALTY LESSEE CF ORR AND ¥.I. AND
NO. OF LAND ACRES DATE OF LEASE AND PERCENTAGE RECORD PERCENTACGE PEZRCENTAGE
Feceral Laund
1 E/2 NW/4 Sec. 17, 320 LC-029342(Db) USA Texaco lnc. M.A. Woolley and S.A. Texaco
SE/4, E/2 SW/4 6-1-61 S1iding Scale wWoolley-$1,000 p/acre
Cec. g "D" Royalty out of 5%
Schedule
2 W/2 SW/4 Sec. 9 160 LC-056551-A USA Gulf 01l Mable S. Brigham 2-1/2% Gulf
and W/2 NW/4 7-1-58 124% Corporation J. D. Atwood 2-1/2%
Sec. 17
3 N/2 SE/4 Sec. 17 80 LC-060527 UshA General None General
10-1-42 Sliding Scale American American
"D" Royalty 011 Company
Schedule of Texas
4 SE/4 SW/4 Sec. 15 40 NM-029020-4 UsSA Sinclair 011 J.G. Catlett Co. 1/3% inclair
10-1-57 Step Scale "C" and Gas Company Kirby Production Co. 2/3%
Royalty Scnedule Ward H. Maris 1 %z
Helen Starke Morgan  2-1/2%
May Taylor Parker 2 %
J. 8. Ward 1 %
g N/2 NE/L Sec. 17 80 NM-048578 USA Texaco Inc. None Texaco
g9-1-58 Step. Scale "C"
- Royalty Schedule
6 Sw/4 Sec. 10 and 320 NM-074935 Usa Texaco Inc. M.A. Woolley and S.A. Texaco
NW/L4 Sec. .5 11-1-61 Sliding Scale Woolley-$1,000 p/acre
"D" Royalty out of 5%
Schedule
T Sw/4, S,/2 SE/4, 320 2W|Oﬂtmum USA Sinclair 011 Nane Sinclai:r
S/2 NE/4 Sec. 17 B-1-55 Sliding Scale and Gas Company
"D" Royalty BEFORE EXAMINER UTZ
Schedule

\0% CONSERVATION COMMISSION
o7 EXHIBLT NO. 7
CASE NO.___ o ° 7 |

A — N

Newr™ 77 L




Pag: 2

TRACT DESCRIPTION NO. OF SERIAL NO. AND BASIC ROYALTY LESSEE OFp ORR AND W.I. Ar'D
NO. OF LAND ACRES DATE QOF LEASE ANI* PERCENT!GE RECORD PERCENTAGE PERCENT. ZE
8 SW/4 Sw/&, NE/4 80 NM-0384575 USA Sinclair 013 None Sincleip
3W/4 Sec. 15 1-1-58 NE/4 5w/ - 124% and Gas Company
SW/4 SW/4 - S1iding
Scale "D" Royalty
Schedule
9 NW/4 SW/4 Sec. 15 40 NM-0384577 Usa Genersal None Geners.
10-1~42 Sliding Scaie American Americon
"D" Royalty 011 Company
Schedule of Texas
S FEDERAL TRACTS 1,445 ACRES OR 69.2% OF UNIT AREA
State Land
10 E/2 SW/4, E/2 SE/4 160 B-936-16 STATE Texaco Inc. Alma Walsh Mallison 1-1/4%  fTexgcc
Sec. 16 6-6-32 124% Dora M. Johnson 5/8%
Moreland H. Hartwell 5/%%
Bright, Schiff, and
Kennedy-$720,000 pay-
able out of 24%
11 W/2 SE/4 Sec. 16 80 B-1483-16 STATE Texiaco Inc. Alma Walsh Malliron 1-1/4%  Texsco
12-19-32 124% Dora M. Johnson 5/8%
Moreland H. Hartwell 5,5%
Bright, Schiff, and
Kennedy-$72¢,000 pay-
. ; able out of 2%
Gerry O, 1
12 N/2 NE, 4 Sec. 16 80 B-1565-2 STATE Puwd noiﬁ_\q\v\ None Getty C:1
12-.29-32 -124% Weotermmpty Company
Sergomiienr
13 N/2 Nw/u, SE/U 120 B-2130-7-~A STATE 0. H. Randel E. C. Donohue, Wilma Texaco Ine.
NE/U Sec. 15 9-11-33 l24% Elliott Donohue and
0.H. Randel-$90,000
rPayable out of 5%
14 Nw/4 SW/4 Sec, 16 40 B-2209-15 STATE Texaco Inc. Alma Walsh Mallison 1-1/4%  Texaco
11-7-33 124% Dora M. Johnson 5/8%
Moreland H. Hartwel) 5/8%

Brignt, Schiff, and
Kennedy-$720,000 pay-
able out of 24%
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TRACT DESCRIPTION NO, OF SERIAL NO. AND BASIC ROYALTY LESSEE OF ORR AND W.I. AND
NO. OF LAND ACRES DATE OF LEASE AND PERCENTAGE RECORD PERCENTAGE PERCENTAGE
15 SW/4 Sw/4 Sec. 16 40 B-3138-2 STATE R, D. Collier None Marathon

3-8-34 123% 01l Company
16 S,/2 NW/4 Sec. 16 8D B-8095-5 STATE Texaco Inc. Alma Walsh Mallison 1-1/4%  Texaco
4-10-39 124% Dora M. Johnson 5/8%
Moresland H. Hartwell 5/3%
Bright, Schiff, and
Kennedy-$720,000 pay-
atle out of 2%
17 SW/4 KE/4 Sec, 16 40 B-8538-5 STATE Texaco Inc. Alma Walgh Mallisorn. L-1/L% Texaco
10-10-40 124% Dora M. Johnson 5/5%
Moreland H. Hartwell 5/73%

Bright, Schiff, and
Kennedy-$720,000 pay-
able out of 2i%

8 STATE TRACTS .40

ACRES OR 30.8F OF UNIT AREA




No. 22’63

DOCKET: EXAMINER HEARING - WEDNESDAY - AUGUST 7, 1963

9

&M, - DIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANT4 FE, NEW MEXICO

The following cases will be heard before Elvis A. Utz, Examiner, or Daniel S. Nutter,

as alternate examiner:

CASE 2871:

CASE 2872:

CASE 2873:

CASE 2874:

CASE 2875:

CASE 2876:

CASE 2877:

Application of Bolack-Greer, Inc, for a unit agreement, Rio
Arriba County, New Mexico. applic-nt, in the above-styled
cause, seeks approval of the Cegnada Ujitos Unit Area comprising
35,829,84 acres of Federal and Fee lands in Townships 25 and 26
North, Ranges 1 East and 1 West, Rio Arriba County, New Mexico,

Application of Texaco Inc, for a unit agreement, Eddy County,

New Mexico, Applicant, in the above-styled cause, seeks approval
of the Woolley Unit Area comprising 2,080 acres of State and
Federel lands in Township 17 South, Range 30 East, Eddy County,
New Mexico.

Application of Texaco Inc, for a unit agreement, Lea County, New
Mexico., Applicant, in the above-styled cause, seeks approval of
the Barry Unit Area comprising 2427.24 acres of State land in

Township 21 South, Ranges 33 and 34 East, Lea County, Now Mexico.

Application of Murphy H. Baxter for a unit agreement, &dldy County,
New Mexico., Applicant, in the above-styled cause, seeks approval

of the East Rocky Arroyo Unit Area comprising 2560 scres of Federal,
State and Fee lands in Township 21 South, Range 25 East, Eddy
County, New Mexico,

Application of Perry R. Bass for an unorthodox gas well location,
Lea Cuuunily, liew iHlexico, Applicant, in the above-styled cause,
seeks permission to drill a gas well at an unorthodox location
1980 feet from the South line and 660 feet from the West line of
Section 21, Township 19 Souith, Ranp: 32 East, Lusk Mcrrow Gas ool,
Lea Couniy, New Mexico.

Appiication of Consolidated 03l & Gas,Inc, for an unorthodox lo-
cation, Rio Arriba County, New Mexico, Applicant, irn the above-
styled cause, seeks permission to recomplete its Jicarilla Ne,
4-8 at an unorthodox Blanco-Mesaverde Pool location 1550 feet
from the North line and 890 feet from the West line of Section 8,
Township 26 North, Range 5 West, Rio Arriba County, New Mexico,

Application of Continental Ci1l Company for an extension of the
provisions of Order R-2476, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks an extension of the provisions
of Order R-2475 which authorizea certain interference tests and
transfer of allowables between welis during the tests in the 0Oil
Center Blinebry Ftool.
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No. 22-63

CASE 2355: {Reopened) In the matter of Case 2355 being reopened pursuant
to the provisions of Order No. R-2051-A, which order extended
the temporary 320-acr2 proration units for the Bluitt-Wolfcamp
Gas Pool, Roosevelt County, New Mexico, for a period of one
year, All interested parties may appear &and show cause why
said pool should not be developed on 160-acre proration units,

CASE 2633: (Reopened) In the matter of Case 2635 being recpencd pursuant
to the provisions of Order No, R-2325, which order estabiished
temporary 80-acre proration units for the inhe-Pennsylvanian
Cil Pool, Lea County, New Mexico, for a period of one year.
All interested parties mey appear and show rause why said pool
should not be developed on 40-acre proration units,

CASE 2878:  Application of Humble Oil & Refining Company for a triple com-
pletion, Lea County, New Mexico., Applicant, in the above-styled
cause, seeks approval of the triple completion (tubingless) of
{ts New Mexico State "S" Well No, 25, located in Unit N of Section
2, Township 22 South, Range 37 East, Les County, New Mexico, to
produce oil from the Penrose-Skelly end Wantz Abo Pools and an
undalignnted Granite Hash zone through parallel strings of 247/8

_____

CASE 2879: Applicatipn of Humble Uil & Refining Company for a waterflood
project, Lea Countv, New Mexico. Applicant, in the above-styled
cause, seeks suthority to institute a waterflood project on its
State '"M" lease in Sections 19, 20, 29, 30 and 31, Township 22
South, Range 37 East, lea County, New Mexico, by the initial
injection of water into the Queen formation of the Langlie Mattix
and Ewsont Pools through six wells located in Sections 20, 29, and
30. Applicant further seeks the contrection of the Eumont Pool
by the deletion therefrom of all of Section 19 and the $/2 SW/4
and NE/4 SW/4 of Section 20, Township 22 South, Range 27 East,
and the extension of the Langlie-Mattix Pool to include said
acreage.

CASE 2880:  Application of Marathon 0il Company for & unit agreement,
Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks approval of the Box Canyon Unit Area comprising 10,560,48
acres of State, Federal and Fee lands in Townships 21 and 22
South, Range 2! East, Eddy County, New Mexico.
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I ™ C.
PETROLEUM PRODUCTS .
DOMESTIC PRODUCING DEPARTMENT X
MIDLAND DIVINON

July 15, 1963

Mr. J. M. Durrett, Jr.

New Mexico Oll Conservatlon Commission
P. 0. Box 871

Santa Fe, New Mexico

ﬁ Dear Jim:

Thank you for your letter of July 12, advising
r that our application for approval of the Woolley Unit,

: N Eddy County, New Mexlco, has been set for August 7, 1963.
This hearing date 1s satisfactory.

One lease to be included in the Unit has an
axpiration date of August 31, 1963, and, therefore, it may
be necessary for Texaco to ask tnat the Commission gilve
all due consideration to acting upon this application as
soon as posslble after tne hearing Thank you for your
time and consideration in this matter.

Yours very truly, E o :

C. R. Black s
Division Proration E’éineer

CRB-MM
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No, 22-63

DOCKET: EXAMINER HEARING - WEDNESDAY - AUGUST 7, 1963

9

A.M, - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BULLDING, SANTA FE, NEW MEX1CO

The following cases will be heard before Elvis A, Utz, Examiner, or Daniel S, Nutter,

as alternate examiner:

CASE 2871:

CASE 2872:

CASE 2873:

CASE 2874:

CASE 2875:

CASE 2876

CASE 2877:

Application of Bolack-Greer, Inc, for a unit agreement, Rio
Arriba County, New Mexico. Applicant, in the above-styled
ceuse, seeks approval of the Canada Ojitos Unit Area comprising
35,829,.8% acres of Federal and Fee lands in Townships 25 and 26
North, Ranges 1 East and 1 West, Rio Arriba County, New Mexico,

Application of Texaco Inc. for a unit agreement, Eddy County,

New Mexico, Applicant, in the above-styled cause, seeks approval
of the Woolley Unit Area comprising 2,080 acres of State and
Federal lands in Township 17 South, Range 30 East, Eddy County,
New Mexico,

Application of Texaco Inc, for a unit agreement, Lea County, New
Maxico, Applicant, in the above-stvled cause, seeks approval of
the Barry Unit Area comprising 242/.Z4 acres of State land in

Township 21 South, Ranges 33 and 34 East, Lea County, New Mexico,

Application of Murphy H. Baxter for a unit agreement, Eddy County,
New Mexicc, Applicant, in the above-styled cause, seeks approval
of the East Rocky Arroyo Unit Area comprising 2560 acres of Federal,
State and Fee lands in Township 21 South, Range 25 East, Eddy
County, New Mexico,

Application of Perry R. Bass for an unorthodox gas well location,
Lea County, New Mexico. Applicant, in the above-styled cause,
5eéekc pormicsion to dvill a eas well at an unorthodox location

1980 feet from the South line and 660 feet from the West line ot
Section 21, Township 19 South, Range 32 East, Lusk Morrow Gas Pool,
Lee County, New Mexico,

Application of Consoiidated Cil & Czg,Inc. for an unorthodox lo-
cation, Rio Arriba County, New Mexico, dApplicant, in the above-
styled cause, seeks permission to recomplete its Jicarilla No,
4-8 at an unorthodox Blanco-Mesaverde FPool location 1550 feet
from the North line and R90 feet from the West line of Section 8,
Township 26 North, Range 5 West, Rio Arribe County, New Mexico,

Ap~lication of Continental Oil Company for an extension of the
provisions of Order R-2476, Lea County, New Mexico, Applicant;
in the above-styled cause, seeks an extension of the provisions
of Order R-2476 which authorjzed certain interference tests arnd
transfer J>f allowables between wells during the tests in the Oil
Center Blinebry frool.
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DOMESTIC PRODUCING DEPARTMENT P. O. BOX 10
MIDLAND OIVISION MIDLAND, TEXAS

July 16, 1963

Mr. J. M. Durrett, Jr.

3 New Mexico 011 Conservatiocn Commlission
! P. Q. Box 871

Santa Fe, New Mexico

! Dear Jim:

Thank you for your letter of July 12, advising
that our application for approval of the Woolley dJnit,
Eddv County, New Mexico, has been set for August 7, 1903.
This hearing date 1s satisfactory.

1 0i.; lease to be included in the Unlt has an
expiration date of August 31, 1962, and, therefore, it may
be necessary for Texaco to ask that the Commission give
all due consideration to acting upon thls application as
soon as possible after the hearing. Thank you for your
time and consideration in this matter.

Yours very truly, .

oAl L (3

C. R. Black N
Division Proration Ehgineer

CRB-MM
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DOMESTIC PRODUCING DEPARTMENT P. 0. BOX uo»
MIDLAND DIVIRON 3 MIDLAND, TEXAS

July 11, 1963

New Mexlco 0Oll Conservation Commission
P. 0. Box 871
Santa Fe, New Mexlco

Actn: Mr. A. L, Porter, Jr.

Gentlemen:

Texaco Inc. respectfully requests that a hearing be
set to consider our application for approval of the Woolley Unit,
i Eddy County, New Mexico, The Unit Area will consist of state
and federal acreage and contaln 2080 acres located 1n Sections 9,
10, 15, 16, and 17, T-17-S, R-30-E, Eddy County, New Mexico.

Your consideratlon 1n setting thls matter for hearing
on the first avallable Exeminer hearing docket will be greatly
appreciated. If additional information 1s desired, please
do not hesitate to advise,

i

J

f\\ A‘, W

1

1
b
i

[ v

Yours very truly,

C:Jﬁfijzz;4§ <A ;b @ 

Vg

L l
C. R. Black o
Divisloir Proration engineer
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OIL CONSERVATION COMMISSION 0
P. O. BOX 871 . <
SANTA FE. NI'W MEXICO

July 22, 1963

Ne. C. R. Black

Sdvision Proxation Bmgineer
Texaco Inc.

P. 0. Bz 3109

Midland, Texas

Dear Bob:

We have application and letter of July 11,
1963, cu-cttl!::?lpytuval of the Woolley Uait, »ddy
County, Mew Nemico.

We have a hearing scasduled fox a4, 1583.
ovevex, this hearing has been and in view

of the weeksnd, I am certain the newspapers would not
he ahle €0 rum the ad in time to agive the necassary

ten days' notice.

The next schaduled examinaer hearing will de held
on Axugust 7, 1963. Ve tentatively are dockcting this
case for the August 7 hearing. Please advise me if
this i8 not satisfactory and we will try to anake some
spacial arrangements.

VEEY vaudY Jowsmy

J. M. DURRETT, J¥.
Attornay

JND/esx




TEXACO

I N . '

PETR()LE['I\I P‘HQRUC’TS

DoMEsTIC PRODUCING DEPARTMENT

AL S T pey Coa
TN d il 1 1

P. 0. BOX 2109

MIDLAND Drvimon MIDLAND, TEXAS

July 11, 1963

Mr. Jim Durrett
New Mexico 011 Conservation Commission
P. 0. Box 871

Santa Fe, New Mexico

ng be set on the firs
hearing docket. hie Tequsst was mare in
that we have an expiring lease included in thig unitt
Tuerefore, T wortla STrialiinly appreciate 1t ir you would advise
e as soon ag Possib

le as to the date this application will
be set fop hearing,

T will be looking forward to Seeing
you in Santa Fe,

Yours very truly,

e

C. R. Black
Division Proration Engineer
CRB-MM
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CLLLED 3Y THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPCSE OF CONSIDERING:

CASE No. 2872

Yoo v «
N nrdar No. R- 25 I~
2SS

APPLICATION OF TEXACO INC.
FOR APPROVAL OF THE WOOLLEY
UNIT AGREEMENT, EDDY COUNTY,
NEW MFXTCO.

ORDEZR OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
Auqust 7 . 1963, at Santa Fe, New Mexico, before Elvis A. Utz R
Examiner duly appointed by the 0il Conservation Commissicn of New
Mexico, hereinafter referred to as the "Commission," in accordance
with Rule 1214 of the Commission Rules and Regulations.

NOW, on this _ day of _Auqust _, 1963, the Commission,
a quorum being present, having considerec the application, the
evidence adduced, and the recommendations of the Examiner,
‘Elvis A. Utz ., and being fuliy 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 subilect
matter thereof.

(2) That ths applicant, Texaco Inc. , 8eeks approval
of the Woolley Unit Agreement covering 2,080 acres,

moge o less, of State and Federal lands in Township 17 South,

Range 30 East, NMPM, Eddy County, New Mexico.

{3) That approval of the proposed Woolley Unit
Agreement will in principle tend to promote the conservation of
oil and gas and the prevention of waste.

IT 1S THEREFORE ORDERRD:

(1) That the Woolley _ Unit Agreement is hereby

approved.




1 an executed original or executed counterpart of the __Woolley

: be cobtained from the Secretary-Director of the Commission.

-2_
CASE No. 2872

(2) That the plan under which the un!t area shall be oper-~
ated shall be embraced in the form of a unit agreement for the

devslopment and operation of the Woolley Unit Area,
and such plan shall be known as the Woolley Unit
Agresmant Plan.

(3) That the Woolley Unit Agreement Plan is

herely appr .2d in principle as a proper conservation maasura;
provided, however, that notwithstanding any of the provisions
containad in said unit agreement, this approval shall not be
considered as waiving or relinquishing, in any manner, any right,
duty, or obligation whick i3 now, or may hereafter ba, vested in
the Oil Conservation Commission Of New Mexico by law relative to
the supervision and control of operations for the explorstion and
development of any lands committed to the Heellovy
Unit, or relative to the production of oil or gas therefrom.
(4) (a) That the unit area shall be:
BEW MEXICO PRINCIPAL MERIDIAM

EDDY COUNTY, NEW MEXICO
TOWNSHIP 17 "SOUTH, RANGE 30 EAST

£ ! n &
(\:_\’-' /,r[" e '-F" .7 0’ ":K. \/
[ s Y .
o 3 TN § /
{f&‘(’ly PO T ) ‘.’.1? . 5’ {"J.l' ‘*“
d S -
" = {J '.. -~ / 5 ! l},l 'f “f ’l
. ¥ L ( ”’/ C T &
w 4 " \'4 / M ! "o
containing 2,080 acres, more or less.

(b) That the unit area may be enlarged or contracted
ag provided in said plan; provided, however, that administrative

approval for expansion or contraction of the unit area must also

(5} That the unit operator shall f£ile with the Commission




T

E:;x No. 2872

Unit Agreemsent within 30 days after the effective date thareof.
I» the avent of subsequent joinder by any party or expansion or
contraction of the unit arsea, the unit operator shall file with
the Commission within 30 days thareafter counterparts of the unit
agreement reflscting the subecription of those interests having
Jjoined or ratified.

(6) That this order shall decowe effective upons the appeoval
of said wnit agreemant by the Commissioner of Public Lands for the
state of New Mexico and the Directdy of the United sStates Geologi-
cal Survey, and shall terminate ipgo facto upon tha terminatiom
of said unit agreament. The last unit operator shall notify the
Commission tsmediately in writing of such termination.

(7) That jurizdiction of this causs ig retained for the
mtry of such further orders as the Commission may deam necessary.

DONE at sSanta Fe, New NMexico, on the day and year herein-
above designated.
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UNTT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
WOOLLEY UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into &as of the 1lst day of July, 1963
by aand between the parties subscribing, ratifying, or consenting here-
to, and herein referred to as the "parties hereto,"

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty,
or other 011 and gas Interests in the unit area subject to this agree-
ment; and

WHEREAS, the Mineral Leasing Act of February 25, 1320, 41 Stat.
437, as amended, 30 U. S. C. Secs. 181 et seq., authzrizes Federal
lessees and thelr representatives to unite with each other, or jointly
or separately with others, in collectively adopting and operating a
cooperative or unit plan of development or operation of any oil or gas
pool, field, or like area, or any part thereof for the purpose of more
properly conserving the natural resources thereof whenever determined
and certified by the Secretary of the Interior to be necessary or
advisable in the public interest; and

WHEREAS, the Corm*c<ioner of Publiec T.ands of £the State of Hew
Mexico is authorized by an Act of the Legislature (Sec. 7-11-39 N.M,
Statutes 1y»3 Annotated) to consent to or approve this agreement on be-
half of the State of New Mexico, insofar as it covers and includes
lands and mineral Interests of the State of New Mexicv; ana

WHEREAS, the 011 Conservation Commission of the State of New
Mexlco is authorized by an Act of the Leglslature (Chapter 72, Laws
of 1935, as amended by Chapter 193, Laws of 1937, Chapter 166, Laws of
1941, =nd Chapter 168, Laws of 1949) to approve this agreement and the
conservation provisions hereof; and

WHEREAS, the parfies hereto hold suffilcient interests in the
Woolley Unit Area covering thne land herelnafter descrlbad to glve rea-
ganahly offsoCive control otf operations thereln; and

WHEREAS, it 1s the purpose of the parties hereto to conserve nat-
ural resources, prevent waste, and secure other beneflts obtalnnble
turovugn development and operation of the area subject to this agree-

ment under the terme. conditions and l1dmitations herein set forth:e



NOW THEREFORE, 1in conslderation of the premises and the prom-
ises herein contalined, the parties hereto commit to this agreement
thelr respective interests in the below-defined unit area, and agree
severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of

February 25, 1920, as amended, supra, and all valid pertinent regula-
tions, including operating and unit plan regulations, heretofore
1ssued thereunder or valld, pertinent, and reasonable regulatione here-
after 1ssued thereunder are accepted and made a part of thls agreement
as to Federa® lands, provided such regulations are not inconsistent
with the terms of this agreement; and as to State of New Mexlco lands,
the o0ll and gzas operating regulations 1in effect as of the effective
date hereof governing drilling and produclng cperations, not inconsis-
tent with the terms hereof or the laws of the State of New Mexico are
hereby accvepted and made a part of this agreement.

2. UNIT AREA. The followling described land is hereby design-
ated and recognized as constituting the Woolley Unlt Area:

Townshlp 17 South, Range 30 East,
New Mexlco Principal Meridian

Section 9: §/2

Section 10: SW/4

Section 15: W/2

Section 16: All

Section 17: Al1l
situated in Eddy County, New Mexico, containing 2,080 acres, more or
less,

Exhibit "A" attached hereto is a map showling the unit area and
the bovndaries and identity of tracts and lcases in said area tec the
extent known to the Unit Operator. Exhibit "B" attached hereto is a
schedule showing to the extent known to the Unlt Operator the acreage,
percentage, and kind of cwnership of oil and gas interests in all laud
in the unit area. Houwever, 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 infterest or interests as are
shown in sald map or scheduire 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 01l
and Gas Supervisor, hereinafter referred to as "Supervisor', or when

~
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requested by the Commissioner of Purli~ Lands of the State of New
Mexico, hereinafter referred to as "Commissioner", and not less than
six (G) coples of the revised exhibits shall be filed with the Super-
visor, and two (2) coples thereof shall be filed with the Commissioner
and one {1) copy with the New Mexico 01l Conservation Commission, here-
inafter referred to as "Commission",

The above described unit area shall when practicable be expanded
to include therein any additlonal tract or tracts regarded as reason-
ably necessary or advisable for the purposes of thls agreement, or
shall be contracted to exclude lands not within any pariiclipating area
whenever such expansion or contraction is necessary or advisable to
conform with the purposes of this agreement. Such expansion or contrac-
tlon shall be effected 1n the followlng manner:

(a) Unit Operator, on its own motion or on demand of the
Director of the Geological Survey, hereinafter referred to as "Director”,
or on demand cf the Commissioner, after preliminary concurrence by the
Director, shall prepare a notice of propcsed expansion or contractlon
describing the contemplated chinges In the boundaries of the unit area,
the reasons therefor, and the propused effective date thereof, prefer-
ably the flrst day of a month subsequent to the date of notice.

(b) Said notice shall he delivered to the Supervisor, the Com-
misgssioner and the Commission and coplcs thereof mailed to ithe 1ast known
address of each working Iinterest owner, lessee, and lessor whose in-
terests are affected, advising that thirty (30) days will be allowed
for submission to the Unit Operator of any objections,

(c) Upon expiration of the thirty-dJday period provided in the
preceding item (b) hereof, Unit Operator shall file with the Supervisor,
the Commissioner and the Commission evidence of malling of the notice
of expansion or contraction and a copy of any objections thereto which
have been flled with the Unit Operator, together with an application
in sufficient number, for approval of such expansion or contraction and
with appropriate jJoinders.

(d) After due consideration of all pertinent information, the
expansion or conftraction shall, upon approval by the Director, ine Com-
migsioner and the Commission, become effective as of the date prescribed

in the notice thereof.
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(e) All legal subdivisions of unitized lands (i.e., 40 acres by
Government survey or its nearest lot or tract squivalent in 1listances
of 1irregular surveys; however, unusually large lots or tracts shall be
considered in multiples uf 40 acres, or the nearest aliquot equivalent
thereof, for the purpose »f elimination under this subsection), no parts
of which are entitled to be in a participeting area - ithin five (5)
years after the first day of vhe month followlng the effective date of
the first inltial participating area established under this unit agree-
ment, shall be eliminated automatically from thls agreement, effectlve
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 tn this agreement,
unless at the expliration of said five-year period dilizent drilling
operations are 1in progress on unitized lands not entitled to particlpa-
tion, ir which event all such lands shall remain subject hLereto for so
long as such drilling operations are continued diligently, with not
more than ninety {90) days' timeelapsing between the :zompletion of one
such well and the commencement. ¢f the next such well, except that the
time allowed between such wells shall not expire earller than thirty
(30) days after the expiration of any period of time during which
drilling operatlons are prevented by a matter beyond the reasonable
control of unit operator as set forth in the section entitled "Unavoid-
able Delay"; provided that all legal subdivisions of lands not in a
participating area and not entitled to become participating under the
applicable provisions of This agreement within ten (10) years after

said first day of the month following the effective date o

-
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initlal participating area 3hall be eliminated as above specified.
Determination of creditable "Unavoidable Delay" time shall be made by

unit operator and subject to approval of the Director and the Commissioner,
The unit operator shall, within ainety {(90) days after the effective

date of any elimination hereunder, describe the area so eliminated to
the satisfaction of the Director and the Commissioner and promptly

notify all parties in interest.




If conditions warrant extension of the ten-year period specified
in this subsection 2(e), a single extensior. of not to exceed two (2)
years may be accomplished by consent of thc owners of ninety percent
(90%) of the current unitized working interests and sixty percent (60%)
of 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 the Com-
missioner provided such extension application is submitted to the Com-
missioner and the Director not later than sixty (60) days prior to the
expiration of sald ten-year period.

Any expansion of the unit area pursuant to this section which
embraces lands theretofore eliminated pursuant to this subsection 2
(e) shall not be considered autcmetic cormmitment or recommitment of

mermla TanAde
e

UCi a1all B

3. OUNITIZED LAND AND UNITIZED SUBSTART®S3. All oil and gas in

the hereinabove specified lands comuitted to this agreement, as to all
formations below the base of the San Andres formaticn which, for the
purposes of this agreement is identified at 4,145 feet on the Schlum-
berger electric log of the General American No. 17 Burch "A" well,
located in the Southeast Quarier of the Southeast Quarter (SE/4 SE/4)

of Section 18, Townshilp 17 South, Range 30 East, N.M.P.M., Eddy County,
New Mexico, are unitized and designated as "unitized substances'" under
the terms of this agreement and sald lands shall constitute land re-
ferred tc herein as "unitized land" or "land subject to this agreement.”

4., TUNIT OPERATOR. Texaco Inc., a Delaware corporation, with

cffices at Midland, Texas 1s hereby designated as Unit Operator and

by signature hereto as Unit Operator commits to this agreement all in-
terests iIn unitized substances vested in it and agrees and consents to
accept the duties and obligations of Unit Operater for the discovery,
development and production of unitized substances as herein provided.
Wwnenever reference 1s made herein to the Unit Operator, such reference

means the Unit Operator acting in that capacity and not as an cwner of
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interest 1in 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. ;

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall

have the right to resign at any time prior to the establishment of a
participating area or areas hereunder, but such resignation shall not
become effective 80 a8 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 monihs after notice of intention to resign

has

eeni served by Unit Operator on all working interest owners, and the

Director, the Commissioner =nd the Commission, and until all wells then

drilled hereunder are placed 1n a satlisfactory condition for suspension

or abandonment whichever is required by the Supervisor as to Federal lands

and by the Commission as to State lands, unless a new Unit Qperator shall R
have been selected and approved and shall have taken over and acsumed the

duties and obligations of Unit Operator prior to the expiration of said

period.

Unit Operator shall have the right to resign in like manner and
Subject to 1ike limitations as above provided at any time a participa-
ting area established hereunder 1s in existence, buft, in all instances
of resignation or removal, untll a successcr Unit Operator 1is selected
and approved as hereinafter provided,; the working interest owners
shell be Jointly reapmnathle for porfovmance of the duties of Unit
Operator, and shall not later than thirty days before such resignaticn
or removal becomes effectlve appoint a common agent to represent them
in any action to be taken hereunder.

The resignation ¢f Unit Operator shall not release Unit Operator
from any 1liability for any default by 1t hereunder occurring prior to
the effective date of 1ts realgnation.

The Unit Operator may, upon default or fallivre in the performance
of its duties or obligations hereunder, be subject to removal by the
game percentage vote of the owners of working intereats determined in

like manner a8 herein grovided for the selection of a new Unit Operator.



Such removal shall be effective upon notice thereof to the Director
and Commissiloner,.

The resignation or removal of Unit Operator under this agreement
shall not terminate 1ts 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 tne unit operations and owned by
theworking interest owners to the new duly gualified successor Unit
Operator or to the owners thereof 1f nc such new Unit Operator 1s
elected, to be used fer the purpose of conducting unit operations here-
under. Nothing herein shall be construed as autihiorizing remcval of
any material, equipment and appurte¢nances needed for the preservation
of any weliis.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall

tender his or 1lts resignation as Unit Operatof or shall be removed as
hereinabove pcrovided, or a change of Unit Operator 1s negotlated by
workling interest oymers, the owners of the worklng interests in the
participating area or areas according tc thelr respective acreage inter-
ests iIn such participating area or areas, or, untll a participating area
shall have been establlished, the owners of the working interests accord-
ing to their respective acrcoge interests in all unitized land, shall
by majority voée select a successor Unit Operator; Provided, that, if
a majority but less than seventy-five percent (75%) of the working in-
terests qualifled to vote are owned by cne party to this agreement,
a concurring vote of one or more additional working lnterest owncrs
shall be required toc select a new operator, Such selection shall not
become effective until:

(a) a Unit Operator so selected shall accept in writing the
duties and responsiblilities of Unit Operator, and

(b) the selection shall have been fiied with the Supervisor and
approved by the Commissioner. If no successor Unlit Operator 1s selected
and gualified as herzin provided, the Director and Commisslioner at thelr
election may declare thls unit agreement terminated.
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7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the

Unit Operator 1s not the sole owner of working interests, costs, and
expenses incurred by Unit Operator in conducting unit operations here-
under shall be paid in the first instance by Unit Operator and such
costs and expenses 80 pald by Unit Operator shall be apportioned among
and borne by the owners of working interests and the Unit Operator re-
Imbursed, all in accordance with the agreement or agreements entered
into by and between the Unit Operator and the owners of working inverests,
whether one 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 ilnterest
owners shall be entitled to recelve thelr respective proportiornate and
ere of the henefits accrulilng hereto in conformity with
their underlving onerating agreements. leases. or nther independent
contracts, and such other rights and obligations as bctween Unit Opera-
tor and the working interest owners as may bLe agreed upon by Unit
Operator and the working interest owners; however, no such unit operating
agreement shall be deemed elther to modify any of the terms and condi- '
tions of this Unit Agreement or to relieve the Unit Operator of any
right or obligation estabilshed under this Unit Agreement, and in case
of any inconsistency or confllct between the unlt agreement and the
unit operaiing agreewmenti, Lhis Unit Agreement shall prevail. Thres {3)
true copies of any unit operating agreement executed pursuant to this
section should be filed with the Supervisor, and one (1) true copy with
the Commissioner prior to approval of this agreement by the Director.

Notwithstanding any provision contained herein to the contrary,
if any, each working interest owner shall have the right to take such
owner's proportionate share of the unitized substances in kind or to
personally scll or dispose of the same, and nothing herein c¢ontalined
shall be construed as giving or granting to the Unit Operator the right
to sell or otherwise dispose of the proportionate share of any working
interest owner without specific authorization from time to time sc %o
do.
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8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as other-

wise specifically provided herein, the exclusive right, privilege and
duty of exercising any and all rights of the parties hereto which are
necessary or convenlent for prospecting for, producing, storing, alloca-
ting and distributing the uanitized substances are hereby delegated to
and shall be exercised by the Unit Operator as hereiln provided. Accept-
tble evidence of title to sald rights shall »2 deposlted wlth said Unit
Operator and, together with this agreement, shell constitute and define
the rights, privileges and obligations of Unit Operator. Nothing here-
in, however, shalil be construed Lo Transfer title to any land or to

any lease or operating agreement, it being understood that under this
agreement the Unit Operator, in its capaclity as Unit Operator, shall
exercise the rights of possesslion and use vested in the partles hereto
only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six (6) monthe after the effec-

tive date herecl, Unit QOperator shall begin to drill an adequate test
well at a locatlion approved by the Supervisor, 1f on Federal land, or
by the Commissioner if on State land, or by the Commission 1f on
privately owned land, unless on such effective date a well 1is being
drilled conformably with the terms hereof, and thereafter continue such
drilling diligently until the ' Morrow. formation has been tested or
until at a lesser depth unitlzed substances shail be discovered which
can be produced in paying quantities (to-wit: quantitics sufficient to
repay the costs of drilling and producing operations, with a reasonable
profit), or the Unit Operator shall at any time establish to the satis-

factlon of the Superviscor 1f on Federal land, the

(]

cnmissioner 1f on
State lard, or the Commission 1f on privately owned land, that further
drilling of said well would be unwarranted or lmpracticable; provided,
however, that Unit QOperator shall not 1n any event be required to drill
sald well to a depth in excess of 11,300 feet. Untll the discovery of

a deposlt of wunltized substances capable of being produbed in paying
quantities, the Unit Operator shsll continue drilling diligently one
well at a time, allowing not more than six months between the completion
¢l one well and the beginning of ine next well, untii! a well capable

of producing unitized substances 32 paying gquantities 1is completed to

the satlafaction of said Superviser 1f 1t be on Federal land, or of the

Commissioner i on State land, or the Commission 1f on privately owned
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land, or untll it !s reascnably proved that the unitized land is 1in-
capable of producing unitized substances Iin paying quantities in the
formations drillled hereunder. Nothing in this section shall be deemed
to limit the right of the Ynit Operator to resign as provided in Sec-
tion 5 hereof, or as requiring Unit Operator to commence or continue
any drilling during the period pending such resignation becoming effec-
tive in order to comply with the requlrements of this section. The
Director and Commissioner may modify the drilling requirements of this
seccion by granting reasonable extensions of time when, in thelr
opinion, such action is warranted.

Upon faillure to comply with the drilling provisions of this section,
the Director and Commissioner may, after reasonable notice to the Unit
Operator, and each working interest owner, lessee and lessor at their
last known addresses, declare this unlit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six months

after completion of a well capable of producing unitized substances 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 by the Supervi-
sor aand the Commissioner, shall constitute the further drilling and
operating obligations of the Unit Operator under this agreement for the
period specified therein. Thereafter, rrom time to time; before the
expiration of any existing plan, the Unit Operator shall submit for the
approval of the Supervisor and the Commissioner, a plan for an additilonal
specified period for the development and operation of the unitized land.
Any plan submitted pursuant to this section shall provide for the
exploration of the unitized area and for the dillgent drilling necessary
for determination of the area or areas thereof capable of produciling
unitized subistances in paying quantities in ecach and every productive
formation and shall be as ccmplete and adequate as the Supervisor and the
Commissioner may determine to be necessary for timely development and
proper conservation of the oill ani gas resources of the unitized area
and shall (a) specify the number a.d location of any wells tc be drilled
and the proposed order and time for wsuch drilling; and (b) to the extent

practicable specify the operating practlces regarded as necessary anda
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advisuhle for proper conservation of natural resources. Separate plans
may be submltted for separate productive zones, subject to the approval
of the Supervisor and the Commissioner. Such plan or plans shall be
modified or supplemented when necessary to meet changed condltions or
to protect the interests of all parties to thls agreement. Reasonable
diligence shall be exercised in ccamplying with the obligations of the
approved plan of development. The Supervisor and the Commissioner are
authorized to grant a reasonable extenslon of the six-month period here-
in prescribed for submission of an 1nlitial plan of development where
such action 1s justifled because of unusual conditions or circumstances.
After completion hereunder of a well capable of éroducing any unitized
substances 1in paying quantities, no further wclls, except such as may
be necessary to afford protection against operations not under this
agreement or such as may be speciflcally approved by the Supervisor and
Commissioner, shall be drilled excert in accordance with a plan of
development approved as hereln providead.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well

capable of producing unltlzed substances in paying quantlties, or as
soon thereafter as requlired by the Supervisor or the Commissioner, the
Unit Operator shall submit for approval by the Director and the Com-
missioner, a schedule, based on subdlvisions of the Publlic Land Survey
or allquot parts thereof, of all unitized land then regarded as reason-
roved to ke
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all land in sald schedule on approval of the Director and the Commis-
sloner to constitute a_BarticigiEEEi_iﬁiii effective as of the dcte of
completion of such well or the effective date of the unit agreement,
whilchever 1s later. The acreages of btoth Federal and non-Federal lands
shall be based upon approprlate computations from the courses and dis-
tances shown on the last approved public-iand survey as of thne effectlve
date of the inlitial participating area. Said schedule also shall set
forth the percentage of unitized substances to be allocated as herein
provided to each unitlzed tract in the participating area so established,
and shall govern the allocatlion of production from and after fhe date

the participating area becomes effective. A separate participating ares
shall be estahlished in like manney for each separate pool or deposit

of unitlzed substances or for any group thereof produced as a single

Dool or zone, and any Lwo o7 more particlonting oooan co catanllohod ey
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be comblined into one wlth the consent of the owners of all working in-
terests In the lands within the participating areas so to be combined,
on approval of the Director and the Commissioner. The participating
area or areas 5o established shall be revised from time to time, subject
to llke approval, whenever such actiorn appears proper as a result of
further drilling operations or ctherwise, to include additional land
then regarded as reasonably proved to be productlive in payling quantities,
or to exclude land then regarded as reasonably proved not to be produc-
tive in paying quantities, and the percentage of allocation shall also
pe revised accordingly. The eifective date of any revision shall be the
first of the month in which 1s obtained the knowledge or information on
which such re#ision is predicated, previded, however that a more appro-
pr;ate effective date may be used if justifled by the Unit Operator and
approved by the Director and Commissloner. No land shall be excluded
from a participating area on account of depletion of the unitized sub-
stances.

It is the intent of this section that a participating arsa shall
represent the -~ .2 known or reasconably estlimated to be productive in
paying quantitles; but regardless of any revision of the participating
area, nothing herein contained shall be construed as requiring any
retroactive adjustment for production obtained prior to the effective
gate of the revision ol the particinating 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 re-
definition of a participating area, or until a participating area has,
or areas have, veen established as provided hereln, the portion of all
payments affected thereby may be lmpounded in a manner mutually accept-
able to the owners of working interests, except royaltles due the United
States and the State of New Mexico, which shali be determined by the
Superviscor for Federal lands, and the Commissioner for State lands, and
the Commission as to privately owned lands, and the amount thereof

deposited as directed by the Supervisor and “ommissloner respectively

ot

Lo be held as unearned money until a partlicipating area is finally
approved and then applied as earned or returned in accordance wlth a
determination of the sum due as Federal and State royalty on the basis

of sucn approved paritlclnatlng aran,
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Whenever 1t 18 determined, subject to the approval of the Super-
visor, as to vells drilled on Federal land, and Commissioner as to wells
drilled on State land, the Commission as to wells drilled on privately
owned land, that a well drilled under this agreement 1s 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 tiie land on which the well 1is
located so long as such land 1s not within a partiéipating area estab-
lished for the pool or deposit from which such production is obtained.
Settlement for working interest benefits from sucha well shall be made
as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitlized substances produced

from each participating area established under this agreement, except
any part thereof used in conformity with gocd operating practices with-
in the unitized area for drilling, operating, camp and other production
or developuent purposes. for repressuring or recycling in accordance
with a plan of development approved by the Supervisor and the Commis-
sioner and the Commission, or unavoldably lost, shall be deemed to be
produced equally on an acreage basis from the several tracts of unitized
land of the participating area established for such production and, for
the purpose of determlining any benefits accrulng under this agreement,
each such tract of unitized land shall have allocated to it such per-
centage of sald production as the number of acres of such tract in-
cluded 1n sald particlpating area bears to the total number of acres

of unitized land in sald participating area, except thai allocation of
production hereunder for purposes other than for settlement of the roy-
alty, overriding royalty, or payment ocut of production obligatlions of
the respective working interest owners, shall be on the basls prescribed
in the unit operating agreement whether in conformity with the basis

of allocation herein set forth or otherwise. It 1is hereby agreed that
production of unitized substances from a participating area shall be
allocated as provided herein regardless of whether any wells are drilled
on any particular pasiy or tract o@ sald particlipating area. If any gas
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produced from one participating area 1s used for repressuring or re-
eyciing purposes in another partlicipating area, the first gas with-
drawn from such last mentioned participating area for sale during the
life of this agreement shall be consildered to be the gas so transferred
until an amount equal to that transferred shall be so produced for sale
and such gas shall be allocated to the participating area from which
initially produced as constituted at the time of such final production,

13. DEVELOPMENT OR OPERATION OF NONPARTICIPATING LAND GR

FORMATIONS. Any party or partles 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 or partles' sole risk, cost and expense
drill a well to test any formation for which a participating area has
not been established or to test any formation for which a participa-

ting area hag been establlished 1f such location is not within saild

!

participating area, or drill any well not mutually agreed to by ali
interested parties, unless within ninety (90) days of receipt of notice
from said party of hls intention to drill the well, the Unit Operator
elects and commences to drill such well in like manner as other wells
are drilled by the Unit Operator under this agreement,

If any well drilied as afcrecaid by a working interest owner
results in production such that the Iand upon which 1f 1s situated
may properly be included in a parfticipating area, such participating
area shall be established or enlarged as provided in this agreement,
and the well shall thereafter be operated by Unit QOperator tn accord-
ance with the terms « this agreement and the unit operating agreement

If any well driited as aforesald by a workling interest owner
obtains productiorn in guantities insufficient to Jjustify the iIncliusion

in a participating area of the land upcen whicn such well Is situated,
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such well may be operated and produced by the party drilling the same

subject tc the conservation requirements of this agreement. The royal-
tles in amount or value of production from any such well shall be
paid es speclfied in the underlying leare and agreements affected.

14, ROYALTY SETTLEMENT. The United States and any State

and all royalty cwners who, under existing contract, are entitled
to take 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 unitized substances allocated to such
tract, and Unit Operator, or in case of the operation of a well by a
worklrg interest owner as herein in speclal cases provided for, such
working interest owner shall make deliveries of such royalty share taken
in kind in conformity with the applicable contracts, laws, and regula-
tions. Settlement for royalty interests not taken in kind shall be
made by working interest owners responsible therefor under existing
contracts, laws, and regulations, on or before the last day of each month
for unitized substances produced during the preceding calendar month;
provided; however, that nothing herein contalned shall operate to
relieve the lessees of any land from thelr respective lease obligations
for the payment of any royalties due under thelr leases.

If gas obtained from lands not subject to this agreement is
introducéd intc any participating area hereunder, for use in repressur-

ing. stimulaticon of production, or increasing ultimate recovery, which

-8hall be in conformity wlth a plan flrst approved by the Supervisor,

the Commissioner and the Commission, a 1like amount of gas, after settle-
ment as herein provided for any gas transferred from any other parti-
cipaving area, and with due allowance for ioss or depletion from any

cause, may be withdrawn from the formation into whicn the gas was
introduced, royalty free oo to dry gas, but not as to the products
extracted therefrom; provided, that such withdra%al 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 Commiss‘oner and the Commission,

as conforming to good petroleum englineering practice; and provided further,
that such right of withdrawal ghall terminatc on tne Terminatlon of this

unit agreement.
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Royalty due the Unlted States shall be computed as provided

in the operating regulaticns and pald in value or delivered in kind
as to all unitized substances on the bascis of the amounts thereof
allocated tc unitized Federal land as provided here’n at the rates
s pecified 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 tlre royalty'rate depends on the dally average produc-‘
tion per well, sald average production shall be determined in accord-
ance with the operating regulations as though each participating area
were a single consolidated lease.

Royalty duc on account of State and privately owned lands shall
be computed and pald on the basis of all unitvized substances allocated
to such lands.

15. RENTAL SETTLEMENT. Rentals or minimum royalties due on

leases committed hereto shall be paid by worlking interest owners

responslible therefor under existing contracts, laws, and regulations, '
provided that nothing herein contained shall operate to relieve the

lessees of any lard from thelr respective lease obligations for the

payment of any rental or minimum royalty in lieu thereof due under

their leases. Rental or minimum ro&alty for lands of the United States

subject to this agreement shall be pald at the rate speciflied ir the

regspective leases from the United States, unless such rental or

minimum royalty 1s walved., suspended, or reduced by law or by approval

of the Seecreotary or hig duly =

thorized renresentative.
ooy nig dul Yy rthorized renregentative.,

Rentals on State of New Mexico lands subject to this agreement
shall be pald at tha rates «pegified in the reapective leases.

With respect to an; lease on non-Federal land containing provi-
sions whiciy would terminate such lease unless drilling operations
were within the time therein specified commenced upen the land cover-
ed thereby or rentals paid for the privilege of deferring such drill-
ing operations, the rentals required thereby shall, notwithstanding

any other provision of thlis agreement, be deemed to accrue and become
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payable during the term thereof as extended by this agreement and there-
after until the required drilling operations are commenced upon the
land covered thereby or some portion of such land is included in a par-
ticipating area.

16. CONSERVATION. Operations hereunder and production oi unit-

jzed substances shall be conducted to provide for the most economical
and efficleat recovery of sald substances without waste, as defined by
or pursuant to State or Federal law or regulation.

17. DRAINAGE. The Unit Operator shall take appropriate and
adequate measures to prevent drainage of unitized substances from unit-
ized land by wells on land not subject to this agreement, or, with the
consent of the Director and the Commissioner, pursuant to applicable
regulations pay a fair and reasonable compensatory royalty as deter-
mined by the Swpervisor as to Federal leases and the Commissioner as
to State leases.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,

conditions, and provisions of all leases, subleases and other contracts

I T I N S -~
reiaviinig v ¥

111ing, development; or operation for oil

or gas of lands commitfed to this agreement are hereby expressly modi-
fied and amended to the extent necessary to make the same conform to
the provisions hereof, but otherwise to remain in full force and effect;
and the parties hereto hereby consent that the Secretary as to Federal
leases and the Commissioner as to State leases shali and each Uy his
approval hereof, o1 by the approval hereof by his culy suthorized rep-
resentative, does hereby establish, alter, change or revoke the drill-
ing, producingz, rental, minimum royalty, and royalty requirements of

Federal and State leases commltted hereto and the regulations in

regpect thereto fo conform sald requirements to the provisions of this

Q

agreement and, witnout limiting the gencrality of the foregeing, all
leases, subleases, and contracts are partvicularly modified in accord-
ance with the following:

(a) The development and operation c¢f lands subject to this agree-
ment under the terms hereof shall be deemed full performance of all obli-

for develorment and operation with respect to each and every
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part or separately owned tract subjJect to this sgreement, regardless

of whether thsre is any development of any particular part or tract

of the unit area, notwithstanding anything to the contrary in any lease,
operating agreement or other contract by and between the parties here-
to, or thelr respective predecessors in interest, or any of them.

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

(¢) Suspension of drilling or pmsducing operations on all unitiz-
ed lands pursuant to direction or consent of tne Secretary and the Com-
missioner or their duly suthorized representatives shall be deemed to
censtitute such suspension pursuant to such direction or consent as to
each and every tract of unltized land.

(d) Each lease, sublease or contract relating to the exploration,
darilliing, develicpment or operation for oll or gas of lands other than
those of the United States and State of New Mexico committed to this
agreement, which, by 1ts terms might expire prior to the termination
of this agrzement, 1ls hereby extended beyond any such term so provided
therein so that it shall be continued 1n full force and effect for and
during the term of this agreement.

(e) Any Pederal lease for a fixed term of twenty (20) years or
any renewal thereof or any part of such iease which is made subject to
this agreement shall continue In force beyond the term provided there-
in untll the termination hereof. Any other Federal lease committed
hereto shall continue 1in force beyond the term so provided therein or
by law as to the land committed so long as such lease remains subject
hereto, provided that production 1s had in payling 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 on
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unitized land, 1n 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 thereafter as oil or gas 1s produced in
paying quantlitlies in accordance with the provisions of the Mineral
T.easing Act Revision of 1960.

(f) Each sublease or contract relating to the operation and
development of unitized substances from lands of the United States
committed to this agreement, which by 1ts terms would expire prilor
to the time at which the underlying lease, as extended by the imme-
diately preceding paragraph, will expire, 1s herepby extended beyond
any such term so0o provided therein so that it shall be continued in
full force and effect for and durlng the term of the underlying
lease as such term 1s hereln extended.

(g) Any lease embracing lands of the State of New Mexico
which 1s made subject to this agreement, shall contlnue in force
beyond ine ierm prcocvided therein as tou the lands committed nereto
until the termination hereof.

(h) The segregation of any Federal lease committed to this
agreement 1s governed by the followlng provision in the fourth para-
graph of Sec. 17 (J) of the Mineral Leasing Act, as amended by the
Act of September 2, 1960 (74 Stat. 781-784):

"Any (Federal) lease 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 but

for not less than two (2) years from the date of such

gegregatlion and =2 long thereaffer as oll or gas s nro-
duced in paying quantities."

(1) Any lease embracing lands of the State oy New Mexico
having only a portion of 1ts lands committed hereto, shall be segre-
gated as to the portion committed and the portion not committeaq, and

the provisions of such lease shall apply separately to such segregated

4 £ 4+ v B B e Yy ) R T S S .
certlionz commencing ac ¢f the cffcctlve dave neredld; provided, however,

Kl
L

notwithstanding any of the provisions of this agreement to the contrary
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any lease embracing lands of the State of New Mexlco having only a
portion of its lands committed hereto shall continuve in full force
and effect beyond the term provided therein as to all lands embraced
in such lease, 1f o0ll or gas 1is discovered and 18 capable of being
produced in paying quantities from some part of the lands embraced
in such lease at the explration of the secondary term of such lease;
or if, al 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, the same,
as to all lands embraced therein, shall remain in full force and
effect s0 long as such operations are being diligently prosecuted,
and if they result in the production of oil o>r gas, sald lease shall
continue in full force and effect as to all of the lands embraced
therein, so long thereafter as oll or gas in paying quantities is Dbe-
ing produced from any portion of said lands.

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

construed to be covenants running withh the land with respect to the
interest of the partles hereto 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 1s
conditioned upon the assumption of all privileges and obligations
hereunder by iiie grantcc, trensferee, or other successor in interestg.
No assignment or transfer of any working interest, royalty, or other
interest subject hereto shall be binding upon Unit Operator untll the
Tfirst day of the calendar month after Unit Operator is furnished with
the original, photostatizc, or certified cocpy of the instrument of

transfer.

20, ERgRCTIVE DATE AND TERM. This agreement shall become effec-

tive upon approval by the Secretary and the Commissioner or their duly
authorlzed representatives as of the date of approval by tiie 3ecretary
and shall terminate five (5) years from sald effective date unless:

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

{(b) 1t is reasonably determined prior to the expiraticn cf the
fixed term or any extenslon thereof that the unitized land 1s incapable
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of production of unitized substances 1in paying quantities in the forma-
tions 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 thelr last known addresses, the agreement is tesminated
with the approval of the Director and Commissioner, or

(¢) a valuable discovery of unitized substances has been made or
accepted on unitized land during sald initlal term or any extension
thereof, in which event the agreement shall remain in effect for such
term and 80 long as unitized substances can be produced in quantities
sufficient to pay fcr the cost of producing same from wells on unitized
land within any participating area established hereunder and, should
prcduction cease, so long thereafter as dillgent operations are in pro-
gress for the restoration of producticn or discovery of new producticn
and so long thereafter as the unitized substances so discovered can
be produced as aforesald, or

{@d) it 3is termirated es heretofore provided in thie agrzement.

This agreement may be terminated at any time by not less than
seventy-five (75) per centum, on an acreage basis, of the owners of
working interests signatory hereto, with the approval of the Director
and Commissioner; notlce of any such approval to be given by the Unilt
Operatcr to all partlies hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The

Director 1s hereby vested with authority to alter or modify from time
to time 1in his discretion the quantity and rate of production under
this agreement when such gquantlity and rate is not fixed pursuant to
Federal or State law or does not conform to any state-wide voluntary
conservation or allocation progfam, which 1s established, recognized,
and generally adhered to by the majorlity of operatcrs in such State,
such authority being hereby limited to alteration or modification in
the public interest, the purpose thereof and the public interest to
be served thereby t0o be stated in the order of alteraticn or modifica-
tion. Without regard to the foregoing, the Director 1s also hereby
vested wlth authority to alter or wmodify from time to time in his
discretion the rate of prospeciing and devcleopment zngd the anantity
and rate of production under this agreement when such alteration or
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modification is in the interest of attaining the conservation objec-
tives stated in this agreement and is not in violatlion of any appli-
cable Federal or State law; provided, 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 and developing in the absence of
the specific written approval theresnf by the Commissioner and as to
any lands of the State of New Mexico, or privately owned land subject
to this agreement as to the quantity and rate of production in the
absence of the specific written approval thereof by the Commission.

Powers 2= this section vested in the Director shall only be exer-
cised after notice to Unit Operator and opportunity for hearing to be
held not less than fifteen (15) days from notice.

22. CONFLICT OF SUPERVISION, Neither the Unit Operator nor
the working Interest owners nor any of them shall he subject tc any
forfeiture, termination or explration of any rights hereunder or under
any leases or contracts subject hereto, or to any penalty or liabllity
on account oi delay or fallure in whole or in part to comply with any
applicable provision thereof to the extent that the Unit Operater,
working interest owners or any of them are hindered, delayed or pre-
vented from complyling therewlith by reason of failure of the Unit Opera-
tor to obtain in the exercise of due diligence, the concurrence of
proper representatives of the Unlted S3tates and the proper representa-
tives of the State of New Mexico in and about any matters or thing con-
cerning which it 1s required herein that such concurrence be obtailned.
The parties hereto, 1ncluding the Commission, agiree that all powers
and authority vested in the Commisslion in and by any provisions of thils
agreement are vested 1n the Commlission and shall be exercised by it
pursuant to the provisions of the laws of the State of New Mexico and
subject in any case Lo appeal or judicial review as may now or here-
after be provided by the laws of the State of New Mexico.

23. APPEARANCES. Unit Operator shall, after notlce to other

parties affected, have the right to appear for and on behalf of any

and all interests affected hereby before the Department of the Interior,
the Commissioner of Public Lands of the State of New Mexico and the

New Mexico 01l Conservavion Commission and to appeal from orders 1issued
under the regulations of sald Department, the Commissicm or Commissioner
or to apply for relilef from any of sald reguvlations or in any proceed-
Ings relative to operations vefore the Department of the Intericrer, the
Commissioner, or Commission or any otner legally constltuted authority;

provided, however, that any other .nterested party shall also have the

right at nis own expense LC Du .. a2 in ony cuch proceading
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24, NOTICES. All notices, demands or statements required here-
under to be given or rendcered to the parties hereto shall be deemed
fully given if gilven in writing and personally dellvered to the party
or sent by postpald registered cr certified mail, addressed to such
party or parties at their respective addresses set forth in connection
with the signatures hereto or to the ratification or consent hereof or
to such other address &s any such party may have furnished in writing

%o party sending the notice, demand or statement.

25. 'NO WAIVER OF CERTAIN RIGHTS. WNothing in this agreement con-

tained shall be construed as a walver by any party hereto of the vight
to assert any legal or conetitutlcnal 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 1ssued there-
under in any way affecting such party, or as a walver by any such party
of any right beyond his or 1ts authcrity to walve.

26. UNAVOIDABLE DELAY. All obligations under this agreement

requiring the Unit Operator to commence or continue dxilling or to
operate on or preoduce unitized substances from any of the lands cover-
ed by thlis agreement shall be suspended whille, but only so long as,
the Unit Operator desplte the exercise of due care and diligence is
prevented from complying with such obligations, in whole or in part,
by strikes, acts or God, rederal, State, or minicipal law or agencies,
unavoldable accldente, uncontrollable delays 1ln transportation, in-
ability to obtaln necessary materlals in open market, or other matters
beyond the reasonable control of the Unit Operator whether similar %o
matters hereln enumerated or not.

27. NONDISCRIMINATION. In connection with the performance of

work under this agreement, tne operator agrees to comply with all of
the provisions of Section 301 (1) to (7) inclusive, of Executive Order
10925 (26 F.R. 1977), which are hereby incorporated by reference in
this agreement.

28. LOSS OF TITLE. 1In tne event title to any tract of unitized

land shall fall and the true owner cannot be induced to join in this
unlt agreement, such tract shal’ be automatically regarded as not com-

mitted hereto and there shall be such readjustment of future costs

[Ohe)
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and benefits as may be requlired on account of the loss of such title.
In the event of a dispute as to title as to any royalty, working in-
terest, or other interests subject thereto, payment or delivery on
account thereof may be withheld without 1liability for interest until
the dispute is finally settled; provided, that, as to Federal and
State land or leaseszs, no payments of funds due the United States or
the State of New Mexico should be withheld, but such funds of che
United States shall be deposited as directed by the Supervisor and
such funds of the State of New Mexico shall be deposited as directed
by the Commissloner to be held as unearned money pending final settle-
ment of the title dispute, and then applied as earned or returned in
accordance with such final settlement.

Unit Operator as such 18 relieved from any responsibility for
any defest or failure of any title hereunder.

29. 'NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any

substantial interest in a tract within the unit area fails or refuses
to subscribe or consent to this agreement, the owner of the working
int( rest In that tract may withdraw sald tract from this agreement by
written nntice to the Director, the Commissioner, and the Unit Operator
prior to the approval of 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 approvasl may thereafter be

W -
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ing to this agreement, and, if the interest is a working in.erest, by
the owner of such interest also subscribing to the unit operating agree-
ment, After operations are commenced hereunder, the right of subse-
quent joinder, as provided in this section, by a working interest owner
is subject to such requirements or approvals, if any, pertaining to

such jolnder, as may be provlided for in the unit operating agreement,
After final approval hereof Jjoinder by a nonworking interest owner

must be congented to in writlng by the working interest owner committed
hereto and responsible for the payment of any benefits that may accrue
hereunder in behalf of such nonworking interest. Jolnder by any owner
of a nonworking interest, at any time, must be accompanied by appro-
priate Joinder by the owner of the corresponding working interest in

24




order for the interest to be regarded as committed hereto. Joinder
to the unit agreemen: by & worklng interest owner, at any time, must
be accompanied by appropriate joinder to the unit cpsretin

agreamant .

if more than one committed working interest owner 1s involved, in

order for the interest t¢ be regarded as committed to this unit agree-
ment. Except as may otherwlse herein be provided subsequent Jjoinders

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 nec-
essary to establish effective commitment of any tract to thils agree-
ment unless objection to such joinder is duly made within sixty (60)
days by the Director or Commissioner, and such joinder is approved by
the Commissioner as to State lands.

30. COUNTERPARTS. This agreement mavy be executed in any number

of counterpart3 no one of which needs to be executed by all partles or
may be ratified or consented to by separate instrument in writing
specifically referring hereto and shall be binding upon all those par-
ties who have executed such a counterpart, ratificatlon, or consent
hereto wlth the same force and effect as if &1l such parties had signed
the same document and regardless of whether or not 1t is executed by
all other parties owning or claiming an Interest in the lands within
the above-~described unit area,

IN WITNESS WHEREOF, the parties hereto have caused thilis vgreement

to be executed and set opposite their respective names the date of

execution.

WORKING INTEREST OWNERS
Approved: TEXACO Inc.
Terms:
Form: By

Attorney-1in-Fact
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
WOOLLEY UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 1lst day of July, 1963
by and between the parties subscribing, ratifying, or consenting here-
to, and herein referred to as the "parties hereto,”

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty,
or other oil and gas interests in the unit area subject to this agree-
ment; and »

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat.
437, as amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal
lessees and thelr representatives to unite with each other, or Jointly
or separately with others, 1ln collectively adonting and operating a
cooperative or unit plan of development or operation of any o0il 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 1s authorized by an aAct of the Legislaturc {Scec. 7-11-30 N M,
Statutes 1953 Annotated) to consent to or approve this agreement on be-
half of the State of New Mexico, insofar as it covers and lncludes
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 an Act of the L:glslature (Chapter 72, Laws
of 1935, as amended by Chapter 193, Laws of 1937, Chapter 166, Laws of
1941, and Chapter 168, Laws of 1949) to approve this agreemeant and the
conservatlion provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the
Woolley Unlt Area covering the land herelnafter described to give rea-
csanahly effectlive control of operations therein; and

WHEREAS, i1t 1s the purpose of the parties hereto to co~serve nat-
ural resources, prevent waste, and secure other benefits obtalnable
theough deve lopment ana opoeration of Lno area subincet o this ageeo.

ment under the terms, conditions and limlitations hcrein set forth;




NOW THEREFORE, in consideration of the premises and the prom-
1ses herein contained, the parties hereto commit to this agreement
their respective interests in the below-deflined unit area, and agree
severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of

Febrmuary 25, 1920, as amended, supra, and all valid pertinent regula-
tions, including operating agnd unit plan regulatlions, heretofore
issued thereunder or valid, pertinent, and reasonable regulations here-
after issued thereunder are accepted and made a part of this agreement
as to Federal lands, provided such regulations are not inconsistent
with the terms of this agreement; and as to State of New Mexico lands,
the 011 and gas operatling regulations in effect as of the effectlve
date hereof governing drilling and producing operations, not inconsis-
tent with the terms hereof or the laws of the State of New Mexico are
hereby accepted and made a part of this agreement.

2. UNIT AREA. The following described land is hereby deslgn-
ated and recognized as constituting the Woolley Unit Area:

Township 17 South, Range 30 East,
New Mexico Princlpal Meridian

Section 9: S§/2
Section 10: S8W/4
Section 15: W/2
Section 16: All
Section 17: All

_ P

County, New Mealcv, coniaining 2,000 acres, more or

Exhibit "A" attached hereto is a map showing the unit area and
the boundaries and identlty of tracts and leases in said area to the
extent known to the Unit Operator. Exhibit "B" attached heretc 1is a
schedule showlng to the extent known to the Unit Operator the acreage,
percentage, and kxind of ownersnip of o1l znd gas interests In all land
in the unit area. However, nothlng herein or in sald schedule or map
shall be construed as a representation by any party hereto as to the
ownershilp of any 1nterest other than such interest or interests as are
shown in said map or schedule as owned by such party. Exhibits "A"
and "B" shall be revised by the Unit Operator whenever changes 1n the
unit area render such revision necessary, or when requested by the 0ii

end Gas Supervisor, hereinafter referred to as "Supervisor”, or when

-
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requested by the Commissioner of Public Lands of the State of New
Mexico, hereilnafter referred to as "Commissioner"”, and not less than
8ix (6) coples of the revised exhibits shall be filed with the Super-
visor, and two (2) copies thereof shall be fi 23 with the Commissioner
and one {1) copy with the New Mexico 01l Conservatlon Commission, here-
inafter referred to as "Commissjon".

The above described unit area shall when practicable be expanded
to include therein any additional tract or tracts regarded as reason-
ably necessary or advisable for the purposes of this agreement, or
shall bs contracted to exclude lands not within any p~s.cicipating area
whenever such expansion or contraction 1s necessary rcr advisable to
conform with the purposes of this agreement., Such expansion or contrac-
tion shall be effected in the following manner:

(a) Unit Operator, on its own motion or on demand cf the
Director of the Geclogical Survey, hereinafter referred to as "Director",
or on demand of the Commissloner, after preliminary concurrence by the
Director, shall yrepare a notice of proposed expansilon or contraction
describing the contemplated changes in the boundaries of the unit areas,
t he reasons therefor, and the vroposed effectlive date thereof, prefer-
ably the first day of a mnnth rubsequent to the date of notice,

(b) Said notice shall be delivered to the Supervisor, the Com-
missioner and the Commission and coples thereof maliled to the last known
address of each working interest owner, lessee, and lesscor whose 1in-
terests are affected, advisiag that thirty (30) days will be allowed
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(c) Upon explration of the thirty-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Supervisor,
the Commissioner and the Ccmmlssion evidence of maillng of the notice
of expansion or contraction and a copy of any objections thereto which
have been fliled with the Unit Operator, together with an application
inn sufficient number, [or approval oI such expansion or contraction and
with appropriate jolnders.

(d) After due consideration of all pertinent information, the
expansion or contraction shall, upon approva. by the Director, the Com-

missioner and the Commission, become effective as of the date prescribed

in the notice thereof,
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(e) All legal subdivisions of unitized lands (i.e., 40 acres by
Government survey or 1lts nearest lot or tract equivalent in instances
of irregular surveys; however, unusually large lots or tracts shall be
considered in multiples cf 40 acres, or the nearest aliquot equivalent
thereof, for the purpose of elimination under this subsection), no parts
of which are entitled to be in a partlcipating area within five (5)
years after the first day of the month followlng the effective date of
the first 1nitial participating area established under this unit agree-
ment, shall be eliminated automatically from thils 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 subjJect to this agreement,
unless at the explratlon of sald five-year period dlligent drilling
operations are in progress on unitized lands not entitled to participa-
tion, in which event all such lands shall remain subJect hereto for so
long as such drilling operations are continued diligently, witi not
more than ninety (90) days' timec clapsing between the completion of one
such well and the commencement of the next such well, except that the
time allowed between such wells shall not expire earlier than thirty
(30) days after the expiration of any periocd of time during which
drilling operations are prevented by a matter beyond the reasonable

control of unit operator as set forth in the section entitled "Unavoid-

ahle Dela

",
v

;
3 provided that 211 1c
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1 lands not in a
participating area and not entlitled to Dbecome particlpating under the
applicable provisions of this agreement within ten (10) years after

said first day of che month following the effective date of saild first
initial participating area shall be eliminated as above specified.
Determination of creditable "Unavoidable Delay”" time shall be made by

unit operator and subject to approval of the Director and the Commissiorer.
The unit operator shall, within ninety (90) days after the effective

date of any elirmiration hereunder, describe the area so eliminated to

the satisfaction of the Director and the Commissioner and promptly

notify all parties in lInterest,
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If conditions warrant extension of the ten-year pericd specified
in this subsect’on 2(e), & single extension of not to exceed two (2)
years may be accomplished by consent of the owners of ninety percent
/G0%) of the current unitized working interests and sixty percent (60%)

of the current unitized basic royalty interests (exclusive of the basi:

royalty interests of the United States), on a total-nonparticipating-
acreage basis, respectively, with approval of the Director and the Com-
missioner provided such extension application is submitted to the Com-

missioner and the Director not later than sixty (60) days prior to the

expiration of saild ten-year period.

Any expansion of the unit area pursuant to this section which
embraces lands theretofore eliminated pursuant to this subsection 2
(e) shall not be considered automatic commitment or ~eccommitment of
such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All o1l and gas in

the hereinabove specified lands committed to this agreement, as to all
formations below the base Qf the San Andres formation which, for the
purposes of this agreement is identified at 4,145 feet on the Schlum-
berger electric log c¢f the 3eneral American No. 17 Burch "A" well,
located in the Southeast Quarter of the Southeast Quarter (SE/4 SE/4)

of Section 1§, Township 17 South, Range 30 East, N.M.P.M., Eddy County,
New Mexico, are unitized and designated as "unitized substances” under
thc terma of thils agreement and sald lands shall constitute land re-

"

ferred to herein as "unitized land" or "land subject to this agrocoment.

4, UNIT OPERATOR., Texaco Inc., a Delaware corporation, with

offices at Midland, Texas 18 hereby designated as Unlt Operator and

by slgnature neretc as Unit Operator commits to this agreement all in-
terests in unitized substances vested 1in 1t and agrees and consents to
accepi the duties and otligations 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

means the Unit Operator acting in that capacity and not as an owner ol
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interest 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.

5. RESIGNATION OR REMOVAL OF UNiT OPERATOR. Unit Operator shall

have the right to resign at any time prior to the establishment of a
participating area or areas hereunder, but such resignation shall not
become effective so as to release Unit Operator from the duties and
oblizgations 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, and the
Director, the Commissioner and the Commission, and until all wells then
drilled hereunder are pleced in a satisfactory condition for suspension
or abandonment whichever 1s requlred by the Supervisor as to Federal lands
and by the Commission as to State lands, unless a new Unit Operator shall
have been selected and approved and shall have taken over and assumed the
duties and obligatlons of Unit Operator prior to the explration of saild
period.

Unit Operator shall have the right to resign in like manner and
subject to llke limitations as above provided at any time a participa-
tingz area established hereunder is in existence, but, in all instances
of resignation or removal, until a successor Unit Cperator is selected
and approved as hereinafter provided, the working lnterest owners
Bhéll be jolntly responsible for performance of the duties of Unit
Operator, and ghall not later than thirty daye hoforas zuch vssignation
or removal becomes effectlve appoint a common agent to represent them
in any actlon to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator
from any liability for any default by 1t hereunder occurring prior to
the effective date of its resignation.

The Unit Operator mayv. upon default or fallure in the performance
of i1ts duties or obligations hereunder, be subject to removal-by the
Same percentage vote of the owners of working interests determined in

like manner as hereiln provided for the selection of a new Unit Operator.

G




Such removal shall be effective upon notice thereof tn the Director

and Commissioner,

The resignation or removal of Unit Operator under this agreement
shall not terminate i1ts right, title, or interest as the owner of a
vworking interest or other interest in unitized substances, but upon
the resignation or removal of Unlt Operator becoming =ffectlive, such
Unit Operator shall deliver possession of all equipment, materials,
and appurtenances used 1n ~onducting the unit operations and owned by
theworking interest owners to the new duly qualified successor Unit
Operator or to the owners thereof 1f no such new Unit Operstor 1is
elected, to be used for the purpose of conducting unit operatlions here-
under. Nothing hereln shall be construed as authorizing removal of
any material, equipment and appurtenances needed for the preservation
¢f any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall

tender his or 1ts resignation as Unit Operator or shall be removed as
hera2inabove provided, or a change of Unit Operator 1s negotliated by
working interest owners, the owners of the worklng interests in the
participating area or areas according to thelr respective acreage inter-
ests In such participating area or areas, or, until a participating area
lished, tne vwners of the working interests accord-
Ing to Cthelr respective acreage interests in all unitlzed land, shall
by majority voée select a successor Unit Operator: Provided, that, if
a majority but less than seventy-five percent (75%) of the working 1in-
terests qualified to vote are owned by one party to this agreement,
€ Of Oone or mure 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 accert in writing the
duties and responsibilities of Unil Operator, and

(v) the selesction shall have been filed with the Supervisor and
approved by the Commissicner. If no successor Unit Operator is selected
and qualified as herein provided, the Director and Commissioner at thelr
election may declare this unit cgreement terminated,

v
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7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the

Unit Operator is not the stle owner of working interests, costs, and
expenses incurred by Unit Operator in conducting unit operations here-
under shall be pald in the first instance by Unit Orerator and such
costs and expense3 s0 pald by Unit Operator shall be apportioned among
and horne by the owners of working interests and the Unlt Operator re-
imbursed, all in accordance with the agreement or agreements entered
into by and between the Unit Operator and the owners of working interests,
whether one or more, separately or collectlively. Any agreement or agree-
ments entered into between the working interest owners and the Unilt
Operator as provided in this sesction, whether one or more, ars herein
referred to as the "unit operating agreement". Such unit operating
agreement shall also provide the manner in which the working interest
owners shall be entitled to receive their respective proportionate and
allocated share of the beneflts accruing hereto in conformity with
their underlying operating agreements, leases, or other independent
contracts, and such other rights and obligativus as uvetween Unit Opera-
tor and the working interest owners as may be agreed upon by Unit
Operator and the working 1interest owners; however, no such unit operating
agreement shall be deemed either to modify any of the terms and condi-
tions of this Unit Agreement or to relieve the Unilt Operator of any
right or obligatlion established under this Unit Agreement, and 1in case
of anyv 1lnconsistency or conflict between the unlt agreement and the
unit operating agreement, this Unit Agreement shall prevall. Three {3)
true copies of any unit operating agreement executed pursuant to thls
section should be filed with the Supervisor, and one (1) true copy with
the Commisslioner pricr to approval o nis agreement by the Dilrector,
Notwithstanding any provision contained hereiln tc the contrary,
if any, each working Iinterest owner shall have the right to take such
owner's proportionate share of the unitized substances in kind or to
personally sell or dispose of the same, and nothing herein contained
shall be construed as giving or granting to the Unit Operator the right
tuv sell or otherwlse dispose of the proportionate share of any working
interest owner without specific authorizaticon from time to time so to

do.
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8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except &s other-

wise specifically provided herein, the exclusive right, privilege and
duty of exerclsing any and all rights of the parties hereto which are
necessary or convenlent for prospecting for, producing, storing, alloca-
ting and distributing the unitized substances are hereby delegated to
and shall be exercised by the Unit Operator as hereln provided. Accept-
able evidence of title to sald rights shall be deposited with said Unit
Operator and, together with thls agreement, shall constitute and define
the rights, privileges and obligatlions of Unit QOperator. Nothing here-
in, however, shall be construed to transfer title to any iand or to

any lease or operating agreement, 1t belng understood that under this
agreement the Unit Operator, in 1its capaclty as Unit Operator, shall
exerclse the rights of possession and use vested in the partles hereto
only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six (6) months after the effec-

tive date hereof, Unit Overator shall begin to drill an adequate test
well at a location approved by the Supervisor; if on Federal land, or
by the Commlssioner 1f on State land, or by the Commission 1f on
privately owned land, unless on such effective date a2 well 1s being
drilled conformably with the terms hereof, and thereafter continue such

drilling diligently until the - Morrow formation has been tested or
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can be produced in paying quantities (to-wit: quantities sufficient to
repay the costs of drilling and producing operations, with a reasonable
profit), or the Unlt Operator shall at any time es.ablish to the satis-
faction of the Supervisor if on Federal land, the Commissioner 1if on
State land, or the Commissior if on privately owned land, that further
drilling of sald well would be unwarranted or impracticable; provided,
however, that Unit Operator shall not 1in any event be required to drill
caid well to a depth in excess of 11,300 feet. Until the discovery of
a deposit of wunitlzed substances capable ¢f being produced in paying
quantitiies, the Unit Operator shall continue drilling diligently one
well a2t a Cime, allowling not more than six months between the completilon
of one well and the beginnirng of the next well, untll a well capable

of producing unitized substances in paying guantities 1s completed to
thn cobisfaction of satd Supervisor 117 16 be on Pedoral land, or of tho

Commissioner if on State land, or the Commission 1f on privately owned

-0




“—-——-ﬁ

land, or until it is ressonably proved that the unitized land is in-
capable of producing unitized substances in paying quantities in the
formations drilled hereunder. Nothing in this section shall be deemed
to 1imit the right of the Unit Operator to resign as provided in Sec-
tion 5 hereof, or as requiring Unit Operator to commence cor continue
any drilling during the period pending such resignation becoming effec-
tive in order to comply with the requirements of this section. The
Director and Commissioner may modify the drilling requirements of this
section by granting reasonable extensions of timea when, in their
opinion, such action 1s warranted.

Upon failure to comply with the drilling provisions of this section,
the Director and Commissloner may, after reasonable notice to the Unit
'Operator, and each working interest owner, lessee and lessor at their
‘last known addresses, declare this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six months

after completion of a well capable of producing unitized substances in
paying quantities, the Unilt Operator shall submit for the approval of
the Supervisor and the Commlesioner an acceptable plan of development
and operation for the unitized land which, when approved by the Supervi-
gsor and the Commisslioner, shall constitute the further drilling and
operating obligations of the Unit Operator under this acreement foi the
period specified therein. Thereafter, from time to time, efore the
expiration of any existing plan, the Unit Operator shall submit for the
approval of the Supervisocr and the Commissioner, a plan for an additional
specified pericd for the development and operation of the unitized land.
Any plan submitted pursuant to this section shall provide for the
exploration of the unitized area and for the diligent drilling necessary
for determination of the area or arcas thereof capable of producing

. unitized substances in paying quantities in each and every productive
formation and shall be as complete and adequate as the Supervisor and the
Commissioner may determine to be necessary for timely development and
proper conservation of the oil and gas resources of the unltized area
and shall (a) specify the number and locatlon of any wells to be driiled
and the proposed order and time for such drilling; and (b) to the extent

practicable specify the operating practices regarded as necessary and
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advisable fo: proper conservation of natural resources. Separate plans
may be submitted for separate productive zones, subject to the approval
of the Supervisor and the Commissioner., Such plan or plans shall be
modified or supplemented when necessary to meet changed conditions cor

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 development. The Supervisor and the Commissloner are
authorized to grant a reasonable extension of the six-month period hera-
in prescribed for submission of an initlal plan of development where
such action 1s Justified because of unusual conditions or circumstances,
After completion hereunder of a well capable of éroducing any unitized
substances in paying quantities, no further wells, except such as may
be necessary to afford protectlion against operations not under this
agreement or such as may be specifically approved by the Supervisor and
Commissioner, shall be drlilled except in accordance with a plan of

development approved as hereiln provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion cf a well

capabie of producing unitized substances in paying quantities, or as
soon thereafter as required by the Supervisor or the Commissioner, the
Unit Operator shall submit for approval hy the Director and the Com-
missloner, a schedule, based on subdlvisions of the Publlic Land Survey
or aliquot parts thereof, of all unitized land then regarded as reason-
ably proved to be productive of unitized substances 1n paying quantities;

all jaund in said schedule on approval of the Director and the Commis-

lone
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tec constitule a particlpating area, effective as of the date of
completion of such well or the effective date of the unit agreement,
vwhichever 1s later. The acreages of both Pederal and non-Federal lands
shall be based upon appropriate comprtations from the courses and dis-
tances shown on the last approved public-land survey as of the effective
dat: of the 1initial pesrticipating area. Said schedule also shall set
forth the percentage of unitized substances to be allocated as herein
provided tc each unitlzed tract In the participating area so established,
and shall govern the allocation of production from and affer the date
the particlpating area becomes effective. A separate participating «rea
shall be established in like manner for each separatc poocl or deposit

of unitized substances or for any group thereof produced as a single
pool or zone, and any two or more partlcipating areas so establlished may
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be combined into one with the consent ol' the owners of all working In-
terests In the lands within the participating areas so to be comblned,
on approval of the Director and the Commissioner. The participating
area or areas so establlshed shall be revised from time to time, subject
to llke approval, whenever such actlion appears proper as a result of
further drilling operations or otherwlse, to include additional land
then regarded as reasonably proved to be productive in paying quantities,
or to exclude land then regarded as reasonably proved not to be produc-
tive in paying quantitles, and the percentage of allocation shall also
be revised accordingly. The effectlve date of any revision shall be the
first of the month in which 1s obtained the knowledge or information on
which such reQision is predicated, provided, however that & more appro-
pr;ate effective date may be used if Justified by the Unit Operator and
approved by the Director ancd Commissloner. No land shall be excluded
from a particlpating area on account of depletlon of the unitized sub-
stances.

It 1s the intent of thls section that a particlpating area shzall
represent the area known or reasonably estimated to be productive in
payling quantities; but regardless of any revision of the participating
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 cf agreement at any time between the Unit Operator
and the Director and the Commissioner as to the proper definition or re-

definition of a participating area, or until a particlpating area has,

~ ey amm =y - {
or areas have, been cstablished as provided heorein, the portion of all

O

payments affected thereby may be Impounded 1In a manner mutually accept-
able to the owners of working interests, except royalties due the United
States and the State of New Mexico, which shall be deftermined by the
Supervisor for Federal lands, énd the Commlssioner for State lands, and
the Commission as ©¢o privately owned lands, and the amount thereof
deposited as directed by the Supervisor and Commissioner respectively

to be held as unearned money urtil a pvartlcipating area 1s finally
approved and then applied as earned or returned in accordance with a
determination o! tne sum duwue as rFedeial and State royalty on the basls
>f oueh avproved varticlpating arca,

S
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Whenever it is determined, subject to the approval of the Super-
visor, as to wells drilled on Federal land, and Commissioner as to wells
drilled on State land, the Commission as to wells drilled on privately
owned land, that a well drilled ivad:» this agreement 1s not capable of
production in paying quantities and incluslon of the land on which it
is situated in a participating area 1ls unwarranted, production from such
well shall, for the purposes of settlement among all parties other than
working interest owners, be allocated =0 the land on which the well 1s
located so long &8s such land is not within a participating area estab-
lished for the pool or deposit from which such production 1s obtalned,.
Settlement for working interest benefits from such & well shall be made
as previded in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced

from each particlpating area established under thls agreement, except
any vart thereci uzzd in ronvormity with good operating practices with-
in the unitized area for drilling, operating, camp and cther production
or development purposes, for repressuring or recycling in accordance
with a plan of development approved by the Supervisor and the Commis-
sioner and the Commission, or unavoidably lost, shall be deemed to be
produced equally on an acresge basis from the several tracts of unlitized
i1and of the particlpating area established for such production and, for
the purpose of determining any benefits accruing under this agreement,
each such tract of uniiticed land shall have allocated to 1t such per-
centage of sald production as the number of acres of such tract in-
cluded 1:ii said participating area hears to the total number of acres

of unitized land in said pearticipating area, except that allocation of
production hereunder for purposes othcr than for settlement of ivne roy-
alty, overriding royalty, or payment out of production obligations of
the respective working interest owners, shall be on the basls prescribed
in the unit operating agreement whether in conformity with the bpasis

of allocation herein set forth or otherwlse. It 1ls hereby agreed that
producticon ol unitized subetances from a participating area shall be
allocated as provided hereln regardiess <f whethar any wellis are drilled
on any particular part or btract of sald participating area. 1If any gas
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produced rrom one participating area 1s used for repressuring or re-
cycling purposes in another participating area, the first gas with-
drawn from such last mentioned participating area for sale curing the
life of this agreement shall be considered to be the gas so transferred
until an amount equal to that transferred shall be so produced for sale
and such gas shall be allocated to the participating area from which
initially produced as constituted at the time of such final production.
13, DEVELOPMENT OR OPERATTION OF NONPARTICIPAT’NG LAND OR

FORMATIONS. Any party or parties hereto owning or controlling the

working interest 1n any unitized land having thereon a regular well
location may with the approval of tane Supervisor as to Federai land,
the Commissioner as to State land and the Commission as to privately
owned land, at such party's or parties' sole risk, cost and expense
drill a well to test any formatlon for which a partizipating area nas
not been established or to test any formation for which a participa-
ting area has been established if such location is not within said
participating area. or drill any weli not mutually agreed to by all
interested parties, unless within ninety (90) days of receipt of notice
from said party of his intention fo drill the well, the Unit Operator
elects and commences to drill such well in like manner as other wells
are drilled by the Unit Opzrator under thls agreement.

If any well drilled as aforesald by a working interest owner
results 1n production such that the land upon which it is situated
may properly be included 1n a participating area, such participating
area shall be establisned or enlarged as provided in this agreement,

and the well shail thersafter he operated b

xr TTam 4 [
""J L e v

Operator in accord
ance with the terms of this agreement and the unit operating agreement.
If any well drilled as aforesaid by a working interest owner

obtains production In quantities insufficient to justify the inclusion

in a participating area of the land upcn which such well 1is situated,

14




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

subject to the conservation requirements of this agreement. The royal-
ties in amount or value of production from any such well shall be
paid as specified in the underlying leane and agreements affected.

14, ROYALTY SETTLEMENT. The United States ancd any State

and all rcyalty owners who, under existing contract, are entitled

to take 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 thelr share of the unitized substances allocated to such
tract, and Unit Operator, or in case of the operation of a well by a
working interest owner as herein in special cases provided for, such
working 1nteiest owner shall make deliveries of such royalty share taken
in kind in conformity with the applicable contracts, laws, and regula-
tions. Settlement for royalty interests not taken in kind shall be

made by working interest owners responsible therefor under existing
contracts, laws, and regulations, on or Lefore the last day of sach month
fopy unitized substances produced during the preceding calendar month;
provided, however, that nothing herein contalned shall operate to
relieve the lessees of any land from their respective lease obligaticns
for the¢ payment of any royaltles due under their leases.

If gas obtalned from lands not subject to this agreement is
introduced into any participating area hereunder, for use in repressur-
ing, stimulation of production, or increasing ultimate recovery, which
-8hall be in conformity with a plan first approved by the Supervisor,
the Ccmmissicner and the Commission, a like amount ¢f gas, after settle-
ment as herein provided for any gas transferred from any other parti-
clpating area, and with due allowance for loss or depletlion 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 tne products
extracted therefrom; provided, that such withdra§a1 shall be at such
time 28 may be provided in the plan of operations or as may otherwise
be consented to by the Supervisor, the Commissioner and the Commission,
a8 conforming to good petroleum engineering practice; and provided further,
that such right of withdrawal shall terminate on the termination of this

unit agreement.
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Royalty due the United States shall be computed as provided
in the operating regulations and paid in value or delivered in kind
as to 211 unitized substances on thes basls 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 which the royalty ratc depends on the dally average produc-
tion per well, sald average production shall be determined in accord-
ance 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 pald on the basgsis of all uritized substances allocated
to such lands.

15. RENTAL SETTLEMENT. Rentals or minimum royalties due on

leases committed hereto shall be paid by working interest owners
responsible therefor under existing contracts, laws, and regulations,
providedythat nothing herein contained shall operate to relieve the
lessees of any land from thelr respective lease obligations for the
paymert of any rental or minimum royalty in lleu thereof due under
thelr leases. Rental or minimum rojalty for lands of the United States
subjJect to this agreement shall be paid at the rate specified in the
respective leases from the United States, unless such rental or
minimum royalty 18 walved, suspended, or reduced by law or by approval
o1 the Secretary or his duly authorized representative,

Rentals on State of New Mexico lands subject tc this agreement
shall be pald at tlie rates specified in the respective leases.

With respect to any lease on non-Federal land containing provi-
sions which would terminate such lease unless drilling operations
were within the time thereln specifled commenced upon the land cover-
ed thereby or rentals paid for the privilege of deferring such drill-
ing cperations, the rentals required thereby shall, notwithstanding
any other provision ol thils agreement, be deemed to accrue and become
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payable during the term thereof as exterded by this agreement and there-
after until the required drilling operations are commenced upon the
land covered thereby or some portion of such land 18 included in a par-
ticipating area,

16. CONSERVATION. Operations hereunder snd production of unit-

1zed substances shall be conducted to provide for the most economical
and efficient recovery of sald substances without waste, as defined by
or pursuant to State or Federal law or regulation.

17. DRAINAGE. The Unlt Operator shall take appropriate and
adequate measures to prevent drainage of unitized substances from unit-
ized land by wells on land not subject to this agreement, or, with the
consent of the Director and the Commissioner, pursuant to applicable
regulations pay a falr and reasonable compensatory royalty as deter-
mined by the Supervisor as to Federal leases and the Commissioner as
to State leases,

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 ol lands committed to this agreement are hereby expressly modi-
fled and amended to the extent necessary to make the same conform to
the provisions hereof, but otnerwise to remair in full force and effect;
and the parties hereto hereby consent that the Secretary as to Federal
leases and the Commissloner as to State leases shall and each by his
approval hereof, or by the approval hereof by his duly authorized rep-
resentatlive, dcoces hereby establish, alter, change or revoke the drill-
ing, producing, rental, minimum royalty, and rovalty reculrements of
Federal and State leases committed hereto and the regulatlions in
respect thereto to conform sald requirements to the provisions of this
agreement and, without limiting the generality of the foregoing, all
leases, subleases, and contruacts are particulariy modified in accord-
ance with the following:

(a) The development and operation of lands subject to this agree-
ment under the terms hereof shall be deemed full performance of all obli-
gationa for cdevelopment and operation wlth respect to each and every
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part or separately owned tract subject to this agreement, regardless

of whether there 1s any development of any particular part or tract

of the unii{ area, notwithstanding anything to the contrary in any lease,
operating agreement or other contract by and batween the parties here-
to, or their respective predecessors in interest, or any of them.

{(b) Drilling and producing operations performed hereunder upon
any trect of unitized lands will be accepted and deemed to be performed
upon and for the benefit of each and every tract of unitized land, and
no lease shall be deemed to expire by resson of fallure to drill or
produce wells situated on the land thereln embraced.

(¢c) Suspension of drilling or producing operstions on all unitiz-
ed lands pursuant to direction or consent of the Secretary and the Com-
missioner or their duly suthorized representatives shall be deemed to
constitute such suspension pursuant to such direction or consent as to
each ana every tract of unitized land.

(d) Each lesse, sublease or contract relating to the explorat_on,
drilling, development or operation for oll or gas »f lands other than
those of the United States and State of New Mexlico committed to this
agreement, which, by its terms might explire prior to the termlnation
of this sgreement, 1s hereby extended beyond any such term so provided
thereinn =20 that 1t shall be continued in full force and effect for and
during the term of this agreement,

(e) Any Pederal lease for a fixed term of twenty {20) years or
any renewal thereof or any part of such lease which 1s made subject to
this agreement shall continue in force beyond the term provided there-
in until the termiration hereof. Any other Federal lease committed
nerasto shall continue in force beyond the term s0 provided therein or
by law as to the land committed so iong 2s such lease remains subject
here“-, provided that production is had in peying quantitles under
this unit agreement prior to the expliration dete of the term of such

lease; or In the event actual drilling operations are commenced on
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unitized land, in accordance with the provislions 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 thereafter as oll or gas is produced in
paying quantities in accordance with the provisions of the Mineral
Leasing Act Revision of 1960.

(f) Each sublease or contract relating to the operation and
development of unlitized substances from lands of the United States
commlitted to thiz agreement, which by 1ts terms would expire prior
to the time at which the underlying lease, as extended by the lmme-
diately preceding paragraph, will expire, is hereby extended beyond
any such term so provided therein so that 1t shall be continued in
full force and effect for and during the term of the underlying
lease as such term is hereln extended.

(g) Any lease embracing lands of the State of New Mexico
whlich i1s made subjJect to thlis agreement, shall continue In force
beyond the term provided therein as to the lands committegd hereteo
until the termination hereof.

(n) The segregatlion of any Pederal lease committed to this
agreement 1s governed by the following provision in the fourth para-
graph of Sec. 17 (J) of the Mineral Leasing Act, as amended by the
Act of September 2, 1960 (74 Stat. 781-784):

"Any (Federal) lease heretofore or heveafter 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 effectlve date of unitization: Provided, however,

Tnat any such lease as to the nonunitized portion shall

continue in force and effect for the term thereof but

for not less than two (2) years from the date of such

segregation and so long thereafter as o0ll or gas 1s pro-
duced in paying quantities."

(1) Any lease embracing lands of the State of New Mexico
having only a portion of 1ts lands committed hereto, shall be segre-

gated as to the porticn committed and the portion not committed, and

the provisions of such lease shall apply separately to such segregated

portions commencing as of the effective date hereof; provided, however,

notwithstanding any of the provisions of thlis agreement to the contrary
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any lease embracing lands of the State of New Mexico having only a
portion of 1ts lands committed hereto shall continue in full force
and effect beyond the term provided therein as to all lands embraced
in such lease, 1if o0ll or gas is discovered and i1s capable of being
produced in paying quantitlies from some part of the lands embraced
in such lease at the expiration of tne secondary term of such lease;
or 1f, at the expiration of the secondary term, the Lessee or the
Unit Operator is then engaged in bona fide drilling or reworking
operations on gome part of the lands embraced in such lease, the same,
as to all lands embraced therein, shall remain in full force and
effect so long as such operations are being diligently prosecuted,
and if they result in the production of o0ll or gas, sald lease shall
continue in full force and effect as to all of the lands embraced
therein, so long thereafter as o0ll or gas 1n paying quantities is be-
ing prdduced from any portion of sald lands.

19, COVENANTS RUN WITH LAND. The covenants hereln shall be

construed to be covenants running with the land with respect to the
interest of the parties hereto and their successors in interest until
this agreement terminates, and any grant, transfer, or conveyance,

of interest in land or leases subjJect hereto shall be and hereby 1s
conditioned upon the assumption of all privlleges and cobligations
hereunder by the grantee, transferee, or other successor In interest.
No assignment or transfer of any working interest, royalty, or other
subject neretuv sudall pe 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
transier.

20, EFFECTIVE DATE AND TERM. This agreement shall lLecome effec-

tive upon approval by the Secretary and the Commiislioner or their duly
sutherlzed representatives as of the date of approval by the Secretary
and shall terminate five (5) years from sald effective date unless:
(a) such date of expiration is extended by the Director and the
Commissioner, or
(b) 41t 1is reasonably determined prior to the expiration of the

fixed term or any extension thereof that the unitized land 1s incapable
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of production of unitized substances in paying quantities in the forma-

tions tested hereunder and after notice of intentioen to terminate the
agreement on such ground 18 given by the Unit Operator to all parties
in interest at thelr last known addresses, the agzreement 1s terminated
with the approval of the Director and Commissloner, or

(c) a valuable discovery of unitized substances has been made or
accepted on unitized land during sald initial term or any extenslon
thereof, in which event the agrazement shall remain in effect for such
term and so long as unltlzed substances can be produced in quantities
sufficient to pay for the c¢ost of producing same from wells on unitized
land wlithin any participatling area established hereunder and, should
production cease, s0 long thereafter as diligent operations are 1in pro-
gress for the restoration of production or discovery of new production
and so long thereafter as the unitized substances 80 dlscovered can
be produced as aforesaid, or

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

This agreement may be terminated at any time by not less than
seventy-five (75) per centum, on an acreage basis, of the owners of
working 1nterests signatory hereto, with the approval of the Director
and Commissioner; notice of any such approval to be given by the Unit
Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The

Diractor 1a herahy vested with asuthorit

r £o nlter or medify from time
to time in hls discretion the quantity and rate of production under
vhis agreement when sucn quantity and rate is not {iied gpursuant to
Federal or State law or does not conform o any state-wide voluntary
conservation or allccation program, which 1is established, recognized,
and generally adhered to by the majority of operators in such Stale,
gsuch authority being hereby limifed t£o alteration nr modification in
the public interest, the purpose thereof and the public lnterest to
be served thereby to be stated in the order of alteration or modifica-
tion. Without regard to the foregolng, the Director 1s also hereby
vested with authority to alter or modify from time to time in his
discretion the rate of prospecting and development and the guantity

and rate of production under this agreement when such alteration or
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modification is in the interest of attaining the conservation objec-
tives stated in this agreement and is not iIn violation ofany appli-
cable Federal or State law; provided, further, that no such alteration
or modification shall be effective as 0 any land of the State of New
Mexico, as to the rate of prospecting and developing in the absence of
the specific written approval thereof by the Commissioner and as to
any lands of the State of New Mexlco, or privately owned land subject

¢ of production in tne

absence of the specific wrltten approval thereof by the Commission.

Powers in thls section vested 1n the Director shall only be exer-
cised after notice to Unit Operator and opportunity for hearing to be
held not less then fifteen (15) days from notice.

22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor
the working Iinterest owners nor any of them shall be subject to any
forfelture, 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 fallure in whole or in part to comply with any
applicable provision thereof to the extent that the Unit Operator,
working interest owners or any of them are hindered, delayed or pre-
vented from complyling therewlth by reason of failure of the Unit Opera-
tor to obtain 1n the exercise of due diligence, the concurrence of
proper representatives of the United 3tates and the proper representa-
tives of the State of New Mexlico 1n and about any matters cr thing con-
cerning which it is required herein that such concurrence be obtained.
The partles hereto, including the Commission, agree that all powers
and authority vested in the Commission in and by any provisions of this
agreement are vested in the Commission and shall be exercised by 1t
pursuant to the provisions of the laws of the Statec of New Mexico and
subject 1n any case to appeal or Judlecial review as may now or here-
after be provided by the laws of the State of New Mexico.

23. APPEARANCES. Unit Operator shall, after notice to other

parties affected, have the right to appear for and on behalf of any

and all Interests affected heredy before the Department of the Interior,
the Commissioner of Public Lands of the State of New Mexlco and the

New Mexlco 011 Conservation Commission and t¢ appeal {rom orders issued
under the regulations of sald Department, the Commission or Commissioner
or to apply for relilef from any of sald regulations or in any vroceed-
ings relative to operaticons before the Department of the Interior, the
Commissioner, or Commission or any other legally constituted authority;
provided, however, that any other .nterested party shall also have the

right at nis own expensce o e . -4 in any sucen proceeding.




24, 1L.OTICES. All notices, demands or statements required here-
under to be given or rendered to the parties hereto shall be deemed
fully given if give.. in writing and personally delivered to the party
or sent by postpald registered or certified mall, addressed to such
party or parties at their respective addresses set forth in connection
with the signatures herete or te the ratification or consent hereof or
to such other address as any such party may have furnished in writing

to party sending the notice, demand or statement.

25. 'NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement con--

talned shall be construed as a walver by any party hereto of the right
to assert any legal or constltutional right or defense as to the
validity or invalidlty of any law of the State whereln sald unitized
lands are located, or of the United States, or regulations issued there-
under 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 oblige:ions under this agreement

requiring the Unit Operator to commence or continue drilling or tco
operate on cr produce unitized substances from any of the lands cover-
ed by this agreement shall be suspended while, but only so long as,
taec Unit Operator despliie Lhe exercise oI due care and diligence is
prevented from complying with such cbilgations, 1n vhole c¢or in part,
by strikes, acts of God, Federal, State, or municipral law or agencies,
unavoidable accldents, uncontrollable delays in transportation, in-
ablility to obtain necessary materiazls in open market, o2r other matters
beyond the reasonable control of the Unit Operator whether similar to
matter enuimerated or noo,

27. NONDISCRIMINATION. In connection with the performance of

work under this agreement, the operator agrees to comply with all of
the provisions of Section 301 (1) to (7) inclusive, of Executive Order
10925 (26 F.R. 1977), which are hereby incorporated by reference in
this agreement.

28, L0OSS OF TITLE. In the event title to any trect of unitized

land shall fall and the true owner cannot be induced vo join in this
unit azrooiient, such Teact sihinll Lo culomatically regarded as nov con:
mitted heretoc and there shall be such readjustment of future costs
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and benefits as may be required on account of the loss of such title.

In the event ¢~ a dispute as to title as to any royalty, working in-
terest, or other interests subject thereto, payment or delivery on
account thereof may be withheld without 1liabllity for interest until
the dispute 1s 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 3hould be withheld, but such funds of the
United States shall be deposited as directed by the Supervisor and
guch funds of the State of New Mexico shall be depasited as directed
by the Commissioner to be held as unearned money pending final settle-
ment of the title dispute, and then applied as earned or returned 1ln
accordance with such final settlement.

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

29. 'NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any

substantial interest in a tract within the unit area falls or refuses
to subscribe or consent to this agreement, the owner of the working
interest in that tract may withdraw sald tract from this agreement by
written noticc to the Elrector, the Commissioner, and the Unit Operator
prior to the approval of this agreement by the Director. Any oil or
gas interests in lands within the unit ares not committed hereto prior
to submlission of thls asgreement for final approval may thereafter be
£c by bthe owner or uwners thercgol subscribing or consent-

ing to this agreement, and, if the 1lnterest is a working interest, by

the owner of such interest also subscribing to the unit coperating sgree-

ment. After operations are commenced hereunder, the right of subse-
quent joinder, as provided in this section, by a working interest owner

is subject to such requirements or approvals. 1f any, pertairing to

aneh indndev. aa may ha
? Joitnder. aa mow ho

Tne unlv vperallng sgreemens.,
After final approval hereof joinder by & nonworking interest owner
must be consented to in wrlting by the working interest owner committed
hereto and responsibie for the payment of any benefits that may accrue
hereunder in behalf of such nonworking interest. Jolnder by any owner
of a nonworkling Interes%t, at any time, must be accompanied by appro-

priate joinder by the owner of the corresponding workling interest in
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order for the interest to be regarded as committed hereto. Joinder

to the unit agreement by a working interest owner, at any time, must

be accompanled by appropriate Joinder to the unit operating agreement,
if more than one committed working interest owner is involved, in
order for the interest to be regarded as committed to this unit agree-
ment. Except as may otherwise herein be provided subsequent Joinders
to this agreement shall be =ffective as of the first day of the month
following the filing with the Supervisor, the Commiasioner and the
Commission of duly executed counterparts of all or any papers nec-
essary to establish effectlive commitment of any tract to this agree-
ment unless objection to such jolnder is duly made within sixty (60)
days by the Director or Commissioner, and such joinder is approved by
the Crmmissioner as to State lands.

30. COUNTERPARTS. Thls 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 separete iInstrument in writing
speclfically referring hereto and shall be binding upon all those par-
ties who have executed such a counterpart, ratification, or consent
hereto with the same force and effect as if all such parties had signed
the same document and regardless of whether or not it 1is executed by
all other partles owning or clalming an interest in the lands within
the abcve-descrlived unlt area.

IN WITNESS WHEREQF, the parties hereto have caused thils agreement

to be executed and set opposite their respectlve names the date of

executlion.

WORKING INTEREST OWNERS
Approved: TEXACO Tne
Terms:
Form: By

Attorney-in-Fac%t
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

CASE No. 2872
Ordexr No. R-2545

O oF C 38X
o SION:

This cause came on for hearing at 9 o‘clock a.m. on

August 7, 1963, at Santa Fe, New Maexico, before Blvis A, Uts,
Examiner duly appointed by the 0il Comserxvation Commission of Ihwl

Mesiico, hareinafter referred to as ths "Cosmission, " in acco
with Rule 12]4 of the Cosmission Rules a2nd Regulations.

NOW, on this__ 9th  day of august, 1963, tha Commission,
a quorum being presemt, having considered the application, the
evidence adduced, and the recommendations of the Exawiner,
Elvis A, Utz, and being fully advised in the premises,

FXDS:

(1) That due public notice having been given as required by
law, the Cosmission has jurisdiction of this cause and the subject

mattae ""u e &

——— A P

(2) That the applicant, Texaco Inc., seeks approval of the
Woolley Unit Agreement covering 2,080 acres, more or less, of
State and PFaderal lands in Township 17 south, Range 30 East, MMPM,
Bddy County, New Maxico.

(3) That approval of the preposed Weclley Unit Agrecment

will in principle tend to promote the conservation of oil and
gas and the prevention of waste.

IT IS THEREFORE ORDERED:

(1) That the Woolley Unit Agreement is hereby approved.

(2) That the plan under which the unit area shall be oper-
ated shall be ambraced in the form of a unit agreement f£or the
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davelopment and operation of the Woolley Unit Arxea, and such plan
shall be know. as the Woolley Unit Agreement Plan.

(3] That the Woolley Uni: Agreement Plan is heredy approved
in primciple as & proper conservatiom msasure; provided, howevcr,
that whdtbm any of the provisions contained ia said wmit
agreament, thic approval shall not be considered as waiving orx

relinquishing, im any manner, any right, duty, or obligatiom
which is now, or may hercaiter ke, vested in the 01l comservation
Commission of New Mexicc by law relative to the supervision and
contrcl of opexations for the exploration and development of any
lands committed to the VWoolley Unit, or relative to the produc-
tion of oil or gas thexrsfrom.

(4) (a) That the unit area shall be:

HEW MEXICO PRINCIPAL MERIDIAN
EDDY COUNTY, NEW MEXICS

W}L&E
Section 93

Section 10: S’é‘
Section 15:
Sections 16 and 17: All

containing 2,080 acres, more Or less.

(b) That the unit area may be enlarged or contracted
as provided in said plan; provided, however, that administrative
approval for eupana.on or contraction of the unit area muet also
be obtzined from the Secretary~Director of the Commission.

{(5) That the unit operator shall £ile with the Cosmission
an axecuted original or exacnted commtarnart ~f the Wonlloe Unit |
Agreement within 30 days after the offective date thereof. 1In
the event of subsaeguent joinder by any party or expansion orxr
contraction ©of the unit area, the unit operator shall file with
the Commission within 30 days thereafier counterparts of the 1
unit agreement reflecting the subscription of those interests i
having joined or ratified. ;

{6) That this order shall become effective upon the approva
of said unit agreement by the Commissioner of public Lands for the

| state of New Mexico and the Directox of the United states Geologi-

cal sSurvey, and shall terminate ipso facto upon the termination

-~ e Fride  wave d do
of said vni¥y sorcement. The lact Wit Sp<iatdr suali notily Lhc

Commission immedliately in writing of such termination.
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(7) That jurisdiction of this cause '3 retained for the
entry of such further cgders as the Commission may deem necessary .

DOME at Sants Ye, New Nesiico, on the day and year hersin-
above designated.

01k CONMSERVATION COMMISSION

& Secretary
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HumBLE Oi1L & REFINING COMPANY
SOUTHWEST REGION
P. O. ROX 1897
RosweLL, NEw MExIco

September 12, 1963

REGISTERED MAIL

Mrs. 1lda Rodriquez

N. M. 0il Conservation Commission
Box 871

Santa Fe, New Mexico

Dear 1da:
Enclosed are the exhibits I borrowed yesterday.
Thanks for the help.

Very truly yours,

/ ~ S
(;)U&,Mw C o A

James C. West

JCW:eh
Enclosures

b
-




Deswer 1837
Mowsll, e Maxies $3301

Septanber 11, 1943

Tonses Iog.
. O, lﬂlm
Seeusll, Now Maniec

AStaokisn: My, B. 9. Parzilse
Sovk 1iame

e hateby sshaowiedss ressipt of thw fellowing dsecribed
etifiseticcs sad jeinders velaging te the Woelley unit
agoesmaat, Me. 14-00-9001-4342, %ew Maxiso:

Yait agressast Septankez 5, 1963 A. 8. Wwolley apnd
Molsnd Rish Wolley,
ovepriding rvoyalty
owasxs in Fedexel
land vuiR tev=sts |
end 6,

tait sgresmant Septembar 5, 1963 M. A. Wwolley,
vvarriding royalty
vemer ic Pederal
lard unit traste !
and &,

™he shove jolnders will be effective Ostober 1, 1963, upon
compiianee with see. 15 of the u=it agrasment providing thet
subssquent joindears shell be effective the firet day of thwe
month after filiong with the Superviecr, Coumissiorar a.d
M“lﬁﬂ.

Cpins of the ratificaticas and joinders arw =ei:ng distributad oo

the apsropriate Pederal ..f£fficss,

Slecaraly youre,

(0216, S6D.) JOHN A. ANDIRSON

JUR. A, ANJERSON
rpiviel 0il 3 Ges supervisur

Copy ¢+ tasbington {w/ey jci:;da‘;s)_ _ NMOCC - Santa Fe (ltr. only)
BLM - Sauta Pe (w/cy joinder) Com, of Pub. Lards (r. only)

Artesia {w/ey joinder)

Anmrrii-te




