CASE 3005: Appli. of AMBASSADOR
OIL CORP. for a waterflood project
in Pearsall (Queen) Pool, Lea Co.
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AMBASSADOR OiL CORPORATION
.. PEARSALL: QUEEN SAND UNIT.
WeLL No. Weee No, Werr No. Weel No. Wewe No.
-2 3-1 -2 ha-1 9-1
~
1,051'-8 5/8% 1,119'-8 5/8" 1,015'-8 5/8"| 1,116'-8 5/81 73'- 8 5/8"
| 5C sxs.eMT. | 75 sxs.cmMT. i00 sxs,cMT. 75 sxs. cmr, | 100 sxs.cMT,
{ ! .
- 3,650'-7" 3,500'-7" | 3,470'-7" | 3,5000-7"  |3,789r-55"
_ ’ 100 sxs.cM7. | 100 sxs.cMT. | 200 sxs.cMT. | 100 sxs. cMT.| 250 sxs. cuT))
i comand
—
BEFORE EXAMINER NUTTER
Oll. CONSERVATION COMAMISSION
s oAl EXHIBIT uo__.___~3=; 1
o. Foo o Joo S o
CASE NO- ‘/7' EXHIBIT “Cn _-
- INJECTION WELL CASING PRGRAM




Februacsy 20, 1964

Mr, A. L. Porter, Jr. A
‘Secretary-Director
0il Congervation Commicsion

Santa Fe, lNaw Moxico
Dear Mr. Portor:

Raference is made to {hae a;gl%y§§;;:§b“‘Lmn-uvago* Cil Corporation
which secks approvael of the ;e;fﬁ;ll CUSen

£lood Project, which was auif

o e 2 EEE
Sond Unit and Water-

sruary 11, 1S64.

In view of the statcoueng gﬁg‘j§>1u<§i < letter to m vhich
accompanied the oppli i N \\"ﬁlh‘i ;211 o injootod Shrough
tubing and packer cofAwnacnl 2Ny UwVo e oy zone within the
production casing," (it aopoens ol contanination
to.the fresh waters

b \'»'i\.ll [eTedel :-
Therofore, this OITid The granting of
this applicatics Oow ith za accurate

descrintiowééc tTh

gselaection
with an

Lo be ;HjCCuuG wasn the

(G
-srovided that wo are supplied

Soures,
oy b
WOLds
.
LRGINSTY
- LTI
J-/ma ke s o
v = . Sy TPeam Y. N e
CC= e Lie sae a‘n.;.‘..‘,_,' . SUCGTIA e 4-:::3:/
ol L3 . P 2 ~
e Juios T, -..u.ﬂ;., 38 nict
v Ly - L B SOV - S s
F. H., Zcanigacuecen Water lignts Div.

EFORE EXAMINER NUTTER
OIL CONSERVATION COMMISSION

%erwsn NO.___Z__
CASE 1+ ° 30”’5[/ SeeS”




NEW MIX:iCC OIL AND GAS COMMISSION
WATERF . O0D APPLICATION DATA

Fren PEARSA | _ COUNTY Lea

G*ERATOR AMBASSADOR OlL CORPORATION Date 2-11-64

LEASE PEARSALL QUEEN SAND UNIT

RESERVOIR QuEEN Discovery Date January, 1940

i, RESERVOIR AND FLUiD CHARACTERISTICS
A, INFORMATION ON ENT!RE RESERVOIR

/

o NAME OF FOIMATION QUEEN SAND

1
!
2, ESTIMATED PRODUCT!VE AREA OF ENTIRE RESERvVOIR  |,500 ACRES
Ec CoMPOSITION {SAND, LIMESTONE, DOLOMITE, ETC,) SAND
« JYPE OF STRUCTURE STRATIGRAPHIC

Tl NCLUDE CROSS=SECTION AND STRUCTUREFE MAPS)

5. TYPE DRIVE DURING PRIMARY PRODUCTION _SOLUTION GAS
6. ORIGINAL RESERVOIR PRESSURE ESTIMATED 050 PS|
{. WAS GAS CAP PRESENT ORIGINALLT NO Ay eREsenT No

B, INFORMAT!ON ON PROPQSED PROJECT AREA

(INCLUDE PLAT of LEASE (S) TO BE FLOODED, SHOWING PRODUCING WELLS, PROPOSED
INJECTION WELLS, AND OFFSET WELLS).

. NUMBER OF PRCDUCTIVE ACRES (N LEASE (s) To BE FLOODED 960
2. AVERAGE DEPTH To Top ofF Pay {(Feet) 3,650 J

3, AVERAGE EFFECTIVE PAY THICKNESS (FEET) 15

L. AVERAGE Fomo3iTV (Z) 1!

5. AVERAGE HOR:ZONTAL PERMEABILITY (MDS.) 15  Range__10-60

6. ConNnaTE WATER CONTENT (% OF PORE SPACE) 22

Ts GRavITY OF oOIlL (aP1) 36 ViscostITyY UNKNOWN

11. PRIMARY PRODUCTION HISTORY

. DATE FIRST WELL COMPLETED ON LEASE (s) JANUARY 1940
2. OlL; GAS,; WATER PRODUCTION BY MONTHS SINCE DPISCOVERY. (GRAPHICALLY AS
WELL AS IN TABULAR FORM.)

E. STAGE OF DEPLETION OF PROJECT AREA STRIPPER

. NUMBER OF PROPUCING WELLS ON EACH LEASE IN PROJECT AREA 15
5. AVERAGE DAILY OiL PROGDUCTION PER WELL AT PRESENT TIME {
6. CUMULATIVE OIL PRODUCTION TO DATE FROM LEASE (s) 90[,136

111, RESULTS - EXPECTED

ESTIMATED ORISINAL OiL IN PLACE {BfLS.)_ 6,500,000
E£STIMATEDOIL SATURATION AT PRESENT 1IiME (% OF PORE SPACE) 49
Eq ESTIMATED RESIDUAL OlL SATURATION AT ABANDONMENT 33
. ESTIMATED ULTIMATE ADDITIONAL OfL THAT WILL BE RECOVERED AS A DIRECT
| XESULT OF INJECTioN (BBLS.) 990,000

BEFORE EXAMINER NUTTER
(L. < MTERVATION COMMISSION
~NC o cxumm No, X

: G SR

‘; ) 300 ¢;’ 30&5“‘

N =

[




IV, INJECTION

. SOURCE OF INJECTED WATER {FORMATION; DEPTHS) COMMERC I AL WATER COMPANY

i
2., FRESH OR SALT WATER FRESH .
E, FLOOD PATTERN AND SPACING 5 SPOT - B0 ACRES
. INIT!AL INJECTION PRESSURE TO BE USED (PS1t) 700
5. ESTIMATED INITIAL PER WELL RATE OF iNJECTION (BBLS.) 500
6. LIST COMPLETE INJECTION WELU DATA ON REVERSE SIDE OF THIS SHEET,
INJECTION WeLL Data
Wewel No. -2 3-1 h-2 BA-1 9-1
N T B 578" B5/8" 858" | B 5/8" B 58"
2 3 JLengTh i,051 1,119 1,015 ;116 73
N ©1s5xs, CeMeEnNT |50 75 100 .15 100
8»6 3 z¢ ) —{m ¥ -{n 5%17
o o |LENGTH 3,650 3,500 3,470 3,500 3,789
& ©1sxs, Cement | 100 100 200 100 250
z
m  |lLengTH 3,650 3,470 3,450 3,470 3,730
~ |Packer Deprh | 3,630 2,470 3,450 3,470 3,730
S |Prera 3,700 35650 3,670 35790 3,120
z THRU CSG,
~ OR TUBING? TUB I NG TUBI NG TUBING TUBING TUBI NG
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
March 11, 1964

EXAMINER HEARING

325-1182

- e es W s em e s @8 e» w» W@ @ e M @ W W W W™ = o = =

IN THE MATTER OF:

Application of Ambassador 0il Corporation
for a unit agreement, Lea County, New
Mexico.

FARMINGTON, M. o,

PHONE

ol
C 3005\\,

Application of Ambassador 0il Corporation case No. 3006

for a waterflood project, Lea County, New
Mexico,.

Nt s o e st “sss? gt iV st "t “catt”

S

Application of Continental 0il Company for
a waterflood project, Lea County, New
Mexico.

SANYA FE. N, M.
PHONE 903-367

BEFORE: DANIEL S. NUTTER, EXAMINER.

TRANSCRIPT OF HEARING

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M
PHONE 243.6691




DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

PAGE ..

-

Phone 243-6601

Albuquerque, New Mexico

“Re DUTTER: e will call Lesae 300k,

P Re VRIS : Application ol Avbissadoy il . orpovition
o ooundt agremmant, oo Gounty, ow [l exico.

FRe [UTOER: Wo viLY sise ol 30056,

I'Re DURRL s Application of Awbassador 0il Cornora-

ion Jor a wateriiood projecth, oo Lounty, now liexico,

IiRe HNUTTAR: Cases 3004 ani 3005 will be consolidated

MR. JENKINGS: James T. Jennings of Roswell appearing,

for Awmbassador Oil Corporation, and ve hava ons witness, Mr, Riliay]

iR, HELLAHIN: If the Examiner pleassz2, Jason Kellahin,

Feilahin and Fox, Jzata Fa, mapresenting Continental 011 Company,
Would you lik> to conselidnts 3006 with this too?

b

Re UTTER: e will call “ase 3006,

CRe UBLLANTYM:  If Hr. Jennings has no objection.

MR. JEHNINGS: We have no objection,

!R, DURRETT: Application of Continental (il Company
for o waterflood projoct, Laza Jounty, rew lexico.

YR. UUTTER: Case 3006 will be connolidated. We have
consolidated 3004, 5 and 6,

IR. DURRETT: Do you bhave o witness, dMre. sellahin?

MR. KELLANMIN: Yes.

MR. DURREAT: If you will have the witnessaes stand Itll

L

®




PAGE

eweary then 201 at the saen o,

(vltnessos svoni,)

called as « witaers, having baon Dirst duiy sworn, testifiled g
follows:

DIREST A AMTDAT )

&/ B b dorny e

v -

Phone 243-6601

3 Would you state your nams ¢nd occupation, please?

Assiatant Vice Praesident and Manager of

2 , A : I
Secondary Recovery Division for ambassador (il Company stationed
in Fort Worth, ‘%“cxas.

] iir. Riley, have you had occasion to testify before this

Albuguerque, New Mexico

Commigsion on many occasions in the past?y

A Yas. I havec.

General Court Reporting Service

Suite 1120 Simms Building

MR. JENNINGS: Mr. Framiner, are the witnessts qualifi-
cations acceptable?

MR, NUTTER: They avre.

Q Mr. Riley, are you familiar with the application for the

DEARNLEY, MEIER, WILKINS and CROWNOVER

approval of the Pearsall Queen sand Unit and the unit agreement
itself?

A Yes, sir, I am,. ;
(i/hereupon, Applicantts [ix-
hibit Mo. 4 was marked
for identification.)




ER

General Court Reporting Service

Suite 1120 Simms Building

DEARNLEY, MEIER, WILKINS and CROWNOYV.

Albuquerque, New Mexico

Phone 243.0001

PAGE .

2 T band you what has been merked Suhiblt 4 oand ask you

if you woul' drcutlfy lhot and saloe Sdenvify tho o andl ares?

A Lrbibit 2 is a pictorial prosentation of the unit area
which is inclused within the hashara: lina on the rap, the area
laczted gonerally in, or pavtisily in Section 32, Township
17 South, 32 Bast, and vortions of Sactlons b and 5, Townghin 13

South, Range 32 Bast, Lea County, ifaw ilexico.

£ There are approximataly Q6 aocras in this unit?

A That is correct.

g what tyses of lands are ombraced therein, HMr., Riley?
A hpproxirately /5% of United Ststss federal lands, and

the remainder is state land,
Q nder tho terms of the unit agreansnt, who is the
oparator?

A Ambassador 0il Corporation has bean selscted as initial
unit oparator,

Q Do vou have Full authority to carry cut the teris anc

operations and development under the unit agreement?

A Yos, it was stipuwlated in the unit agreement.
A [s the unit agrsement substantially in the same foru as

has heretofore been approved by the Cormissioner of Fublic Lanas
and the 0411 Coeszarvation Comnission and tha United States Geologi-

cal Survey?

®



WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

/4

I4

Y, MEIER

-y
-

DEARNL

Phone 243-660]

Albuguerque, New Mexico

PAGE

b Sooyown o Lhot tha proposed coenad sy ocuvery opoTie

Lions cunn be nors officlently od cevnonically carriad out under

the termme of the unit sgiraaronll
A Ve, 1 dv.
< Z11Y this loz! o thue max! o rocovery?
A £4 should.
; whet percentegs of the operaters of the workdng intores

mmers now have approved the working unif agreament?

s

A Lo have slightly i excess of 709 of vhe working owners

ratified the docurents, the roemaeinder bave verbally agreed and are

in the procese of sending them in to us. Approxinately 75% have
ratified the wnit deocwsents, ne resnsiuder of the royalty inter-
ests are being secutred at this tiue,

. 4313 the interest that you huve qu:ilified or have in-
dicated thelir intention to Qualiify meet the requirements of the

unit agreecuiont?

A Yes, it wiiil.
‘¢ Hove you requested avproval by the Unitad Stateg (eo-

logical Survey?

A ins, uwe have,
{“naroupon, Applicantts T
hibit iio. 5 was marked
for iduntification.)

Y




DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-6091

Albuquerque, New Mexico

PAGE

T btand you hors what heg bean marked as HDxhibit 5 arned

aslt you to Tdooi Ty het

A Pybibit 5 ds 2 lotiar fron tha mited States Department
of Interior datod August 26, 1023 vharein the acting diractor zavy
tentative aperoval to the unit arns and designated it as one
logical for unitization,

2 Have you made an application for approval to the Con-
nissioner of Public tands?

A Yos, we havo.

3 Please refar to Lxhibit 6, ir, Riley, ani idontify that,

(“hereupon, Applicantts Exhi-
bit No. 6 was marked for
identification,)

A Sxhibit & is a letter dated August 22, 1963 whersin the
unit supervisor of the unit division avprovaed the unit agreement
as to form and content.

< Do you‘feel that the proposed unit will lead to a nors
efficlant and orderly developuent of the proposed waterflood
project?

& Yes, sir, it will.

3 Do you think that it is necessary to allow you to conmie
pletely dovelop the project?

A tes, I do,

®




WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

. MEIER,

’

DEARNLEY

-

Phone 243-6001

Albuquerque, New Mexico

PAGE
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PAGE

.7 Wall 4-2 located in the vorthoast Jusrioer of the

lorthwest wuarter, Section 4, “ownship 1§ South, Range 32 sast;

Wuell le2 located in the Southwest Juarter of the lortheast Juart-

S| ers Section 5, Yownahip 18 South, Range 32 Hast; and Jell 3-1
§g . _
Iy located in the forthaast Juarter of the Lortheast jusrter of
&
o| Section 5, Towaship 18 South, Range 32 isast.
! g -
|
| Ef (vhersupon, Applicantts ifx-
nibit 1o, 2 was marked

for idantilication.)
e Raferring to what has been marked Exhibit 2, would you
outiine the proposed pilot areca?
A #xhibit 2 is also a nap showing the unit boundary within

the hashered lins, the proposed pilot injection wells are wells

WILKINS and CROWNOVER

Gencral Court Reporting Service

Suite 1120 Simms Building

encircled in a solid line and joined with a solid line.

Albuquerque, New Mexico

R,

~
<
¢

1 Does this show the proposed plan of developuent?
A It shows the expanded plan of development wherein the

wells to be converted at a later date are epcircled with 4 solid

line and joined with 2 dashed line. 7This is also presented in

Exhibit 4.

DEARNLEY, MEII

Q Exhibit 4 being & largs map?
A Being a larger map ¢f idxhibit 2, yes.

< What zone do you proposge to iJ.0od and what zone is

coversd by the wilit agrecnent?

A W2 propose to flinod the juaen zone, which is the middle

EE!%;




DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

Phone 243.6691

Albuquerque, New Mexico

PAGE
7/

saction of the Jueen, and it 15 tha zoue unitized in the document
unit agreasrent and is stipulatoed in the definition of the unitized
formation.

Q Refsrring back to Bxhibit 2, doas it reflact the pro=-
ducing wells?

A Yes, it does. They are the wells conventionally desige
nated with the well designation of the circle,

Q What is the general condition of the production from
these wells at this time?

A Most of the wells are at or below aconomic limit, with
the exception of two wells, the J. i, Heard Peareall Tederal 1
and the Jackson Federal No, 1. The Beard well is producing ap-
proximately ten barrels a dsy and the Jackson Federal is slightly
balow allowable, They were latar-drilled wells in the reserveoir
and have not yet depleted that small section of the reservoir,

) The Jackson well is lccated in the South Half of the
Hortheast Quarter of Section 472

A  That 1is true, and the Beard well in the Northwsst of the
Northeaset of Section 4,

Q ¥r, Riley, are there any floods in the immediate area?

A The only w@ater injection program that to my knowledge is
being conducted in the [2ljamar Pool to the north some three or

four miles,

®©
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Y
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o

Albuguerque, New Mexico

2id you furnish the of fice of the State d®ngineer with a

cory of vour syviication smd tove yow heand frow the 3tate Sngince

General Court Reporting Service

ng

concerning thoe avplication?

H

exnibits

DEARNLEY, MEIER, WILKINS and CROWNOVER

Suite 1120 Simms Build

W

v
e
g

PTC gT: L)

(3 o N e n Tl e osy REEh M EES
6, we did notify bhe Siate Wator onglinger and in

+

s

Sabrmory @8, 190, sald Lotier belng ineluded in Ghe
Lxhibit 7, he approvad our plan of operations.

( “hereupon, Applicantts sxhi-

bits Nos. 3 & 7 were marked fi{
tdentafication, )

snd entline your proposed case

IS L] ‘ 3 ~ N L et LY/ IR L NS & i Y ey €5 1 &)
. “1,3,233 i } L4 11‘.“-‘:.,’;)3.;1::‘1",;‘.%_-7{':,- :,_“,“3“,'(4}1 0L g («d&lli‘(; pl‘og;*&m%

Te




DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-6091

Albuguerque, New Mesxico

PAGE li

and Wells 1-2, 3-1, 4-2 aud Li=1l aad 9Y-i wherein it shows thut
the wells nave approxiuately a tnousand feat in excaess of surlace
pipe with thu exception of 9-i and ail wells have production
strings to approximatcely 35 to 3600 i'eat. Our plan of injection
is to utilize tubing and packer and to inject through these.

2] Mr. Riley, picase reier to what has been wmarked as
pxinibit A and identify that and state briefly what it reflects.
Exhibit 8, excuse ne.

{Whereupon, Applicantts ixhi-
bit Ho. 8 was marked for
identificatioun.}

A Exhibit 8 is a general waterflood application sheet
carrying geological and engineering information on the proposed
unit.

] What is the general deptn of the area?

A The general average depth of the top of the pay to be
flooded is 3650 feet. Do you want me to give other information
from this exhibit or not?

Q You might give any reservoir characteristics that you
might have.

A Average ¢ffective pay thickness has been estimated at
15 feet, with average porvsity approximately 11%, average estimate
horizontal permczbiiity 15, with a range from 10 to 60} connate

water conteut, 3<% of pore space, gravity of the oil is 36 degiess

&

e
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APX and the viacosity 8 unkioimn,

tha anit arca has produced appruxinately 908,000 barrals of
03l te the dote of the zpnlication ard wo anticipate that we will
racovar an equal amount mder gacondary TocoURYY.

i Are there othar propos:d flood projects or pllot projectﬁ
in the area, i .r, Riley?

A sontinantal 01l Company has tentatively antered into a

cooparative linae agreement wherein thoy will convert that Pearsall

LY

Ae. 7. Yederal Well No. 2, locaoted in the Southwest of the Southwes
of Section 33, Yownship 17 South, Renge 32 Zust, This well is
contamplated to be as ons of the six pilot injoction wells.

$ Do you have anything furthsy that you wish to offer to
the Commission conceming the ultimate mcovery or the feasibility
of this projasct?

A o, 1 do not,.

Q r. Riley, wers what has ba2en identifi=d as Exhibits 1,
2, 3, 4 and 8 prepaved by you or at your insistence and under your
instruction?

A Yes, they wera,

i} Ara Lxhibitg 5, 6 and 7 copiss of latters which you

A Yes, thay are.

W

YR. JRIGITNCS: e would offer Exhibits 1 through 8.
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PiRe DURRLATS I thimu thatts all 1 have,

BY KR, WUTILRS

] Cn kxhibit & you mentioned there were 14 producing wells
in the project area. Just which wells are those 141

A Raferring to bxiiibit 4, thogs would Le thae Yates State
1 and 3, the Ambassador rederal Aa, iract i-land 2, the Federal
AA Tract No, 2, Jell lo., 1, the Reading and Iates Shaw rederal B-lr
thoa Jackson Federal No. 1, the Beard Pearsail Federal Ho. 1 and
in Section 5, Ambassador Federal B, B-l and 2, Federal ¢, C~1 and
2, D, D=, B, E~1, F, F=2, 4=1 and the Shaw Federal KNo. l. Is
my count wrong there?

q I had counted 17 previously and I get 17 again, I was
wondering, perhaps, if some of the wells off on the Horthwest might
not, be considered in the project area at this immediate time.

A That is true.

Q And was the reason tnay were left out.

A The wells [ named were in the unit area, thatts right, ip
the project area there’are 14,

*] What did you say the Beard Pearsall Federal --

A Approximately ten barrels to the best of my knowledge.

< And the Jackson is just siightly lcsg?

A Slightiy less than allowable,

@ How about your AA Tract 1 iio., 2, that's going to be

®

R4
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1>
convarvad, whatts it cgpabiv o producing?
A iltse predenily produclng only «boul thrae barrcis a dajy.
:‘.4 with reforeance to tLhe uwnit agroaaant, what percentage
5 of the working intorest ownership daic you suy w@as ccommitted?
© L N
2 Q A Siightly in oxcegs oi /4., bul o personslly contactad
l!)
jAas *
; - c: gach of the remeinirg working interest ounegrs nd they assured
| Q 2
§ Eﬁ everything wuz all right and it vas Jjust : natter of getting thein
Q signed and sent back to us.
ST
g 3 86 you expect 1o have 10073 of the vorking interest?
£ - .
8 8§ 3 A 100y, that 1is true,
w8
L oe = .
Z E & < Are there any foes lands in hetve?
NS s
N & F C v e e
~ X3 A Lo fee lands.
N
g = 3 Is injoction in such instauce teo bz down tublug over a
3 ©
b
S packer?
~ 3
m O ) .
g 8 A That ts corract,
=
%{‘I pg a Cr under 3 packar?
w
EI § A That i8 corract,
m r}i B vy L o] Py » o »
~t S LR, HUTTER:  Any further questions of ir. Riley? He nay
A8 N
T
Q S| be excusad.
x
= fx Y
7)) {./itnass excused.)
}Pe NUTYTER: Ti4 you have enything further, iir. Jeunings
LR, JEUNINES: We have nothing further,
YR, LUITER: Mr. Lellanin,

®
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MRe LELLAHT: Yes, sir.

( “heroupon, Applicantts Exhibig
H08e 4 Lirough 4 wers ndrnsd
for identification.)

——

VICNUR T, LY

~

called as a witnoss, hoving bhoon Tirst ondy syern, tostifisd us
follows:
NIRECT DA ANTIA

4 A
- ———— I S—— o T Ty

RY ¥R. KELLAWTN:

£ Would you state your name, please?

A Victor T, Lyon, L-y~o-n,

Al Ry whom aroe you employed snd in what position?

£ T am cmployed by Contingninl Qi1 Company as Senior

Engineer in the Hobbs Nistrict 0ffice, located in Hobbs, New
Maxico.
2 Yave you evar testified bofore the 0il Conservation Cone

nmission and made your qualifications a matter of record?

PR, EELIANT: Are the witnassts quaiifications accept-
T

able?
R, HUTTER: They aro.
S) Are you Tamiliar with the application of Continental Oil

Company in 3006 which has baen consolidated for the purposes of

the hearing with Anbassadorts Cases 3004 and 30057

®©
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A Yes, T ai.
Q What is proposed by Continental in this application?
A This is the application of Continental 0il Company for

b |

pemission to inject water into our Pearsall A. x. Well Ho, 2
iocatad 660 feet from the South lius and 660 feet from the West
line, Section 33, Township 17 Scouth, Range 32 Zast, in Lea
County, New Haxico.

Q Referring to what has baoen markaed 35 Bxhidiblv flo. i,
would you identify that exhibit and discuss the information showm
on it?

A Yes, sir. ILxhibit lie, 1 is a location and ownership
plat showing the Anbassador Pearsall jueen Sand Unit which is out-
lined in green and Continental 0il Companyts cooperative water-
flood projoct area outlined in red. This area consists of all of
Section 33 and the ‘est Half of the Horthwest Guarter of Section
34 in Township 17 South, Range 32 Last. The proposed injection
well, Pearsall A. X. VWell No. 2 is circled in red,.

Q Has the Pzarsall area operated by Continental been
unitized as yet?

A No, sir, this is a block of federal acreage which we
have not unitized, but inasmuch as the federal government is the

prinary royalty owner we feel can be unitized in a short period

of time when the unit is, when the project is ready to be expanded

®
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D] lNow, referring to what has been marked as lxhibit Lo, 2,

would you identify that exhibit and disecuss the iaformation on it?
A Yas, s8ir. FExhibit to. 2 i8 2 schomatic diagram shoving

the tubular goods employed in the well and the cenenting informa-

tion. It shows thoe dapth of casing and the size and satting

dapths of the tubing oand packer to bz awployed. We propose to

Phone 243-6691

inject water into the open hole interval from 3439 to 3647 feet,

Q Is that the same type of compiastion that vill be usad
by Ambassador in their portion of the injection program?

A Yes, sir, it is.

Q Will the packer be pressure tested? |

A Yes, 8ir, it will be pressure tested before injection is

comsmenced,

Albugquerque, New Mexico

Q Have you prepared soira information shaets showing ine

General Court Reporting Service

Suite 1120 Simms Building

forration on the watarflood project?

A Yas, sir. Exhibit YNo., 3 is a data sheet showing es-

sentially the same information introduced by Ambassador in Case

3005. It has been modified to apply to our projesct area where thig

DEARNLEY, MEIER, WILKINS and CROWNOVER

was necessary. I have added to this axhibift two sheets in addi-

tion to those submitted with the application which are decline

Pearsall A. ¥, lWells los. 1 and 2,

) At this timas would you consider the area as substantiallf

®
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Phore 243-0091

Albuquerque, New Mexico

daplatad or nrinnry recoverv?

—a

A Yos, sir. Jur proposcd iciechtion well ks our bost wall

and it has been producing approxinately ture: barvvels per day,

Q Raterring now to what has been paried as ixhibit ol 4,
would you discuss that oxhdbit, ploase?

A Exhibit Yol 4 is a location nnio ownership plat showing
in groataer dotail the project svea. Yhe proposed injection wells
212 showm by thoe rod triengles and axo connaaixd by selid lines,
The possible cxpansion of the project shows the possible injection
walleg by the briangles snd connactad by dashad linos,

Q I8 that axhibit in agraemont with the nraoposal that was
subnuitted by Arbassador?

A Tt is 80 far as the injectioh walls are concerned, Itd
1ike to point out that there are twe instances where the Arbassado

unit boundary is in avyor in that,

] You mesan in arror on your exhibit or thoir exhibit?
A in our axhibit, On this ixhibit Mo, Lk, Tha draftsman

nad not 2o this changa when I came up hers, but it shows, well,

]

it should b2 corr2cted by adding the Southeast Quarter of the
Northsast Jdwarter oif Section 4 ond tha Southwzst arter of the
Southaast uertoer of Saction 5, This would make it agree with our

fvhiblt Yo. 1 and Ambaasador?'s exhiblits.

o

Qe Have you anvthing further t6 2dd te your testiwony, lir.

r

®
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I'R. XBLLAHIN: That completes the direct examination of
the witness.

'R, WUTTSR: Any questions of [ir. Lyon?%

MR, IRDY: Prank Irby, State sngineervs Offico.

MR, JUTTER: v, Irby,

CROSS SXAITUATION

w—

BY iR, IRBY:

Phone 243-6001

2 vWhen you expand this, Lir, Lyon, will ths well construce
tion and equipuent on the additional wells used for injection be
the same as in this Pearsall A, ¥. Mo. 27

A I think easentially they will bs the same. To ny
knowledge we viil inject through tubing under a packer.

Q And this, if this isntt the case, you will notify ma?

Albuguerque, New Mexico

A Yeg, sir,

General Court Reporting Service

Suite 1120 Simms Building

Q Please. I believe that Ambassador said they ware going
to use lined tubing, is this true in your casa?
A I% not certain of that, Hr. Irby. It probably will

dapend on the quality of water that will be avallable. To my

DEARNLEY, MEIER, WILKINS and CROWNOVER

knowledge we dont't have any present vlan of using lined tubing.

o

Q You do intend to recirecle any preduced watar, do you not!
A Yes, sir. In the svent of water breakthrough and coii=

tinued operation, we will almost certainly use the produced water

®©

for injection purposnas.
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MR. TRBY: Thank you,

BY MR, NUTTSR:

Q Un your data sheat you showad four wells in the project
area,which would those four producing wells ba?

A Thaesa are tho total producing wells from this pool in
the project area and that includes the Pearsall A. X, Wells Ho. 1
and 2, and the Pearsall A Humbers 9 and 10, Those wells are
located in Units E, ¥, L and 11, Section 33.

] Is it your intent to reenter and examine No. 37

A Yes, sir. We‘anticipate that we will reenter lo., 3 witi
in 60 to 90 days at'ter the commencement of water injection in No.
2,

Q Has that well actually been pluggud?

A I dont't beliave s0.

Q Dees it have casing in it?

A I believe it does. I have a report here that should
give me the answer,

Q You might look up 16 while you are at it.

A I'm not certain of the casing program in those two wells),
but I believe that the casing is still in place.

Q Do you know if either onec of those two wellé has pro-
duced in the past?

A Yes. I®m not certain that chis is given in here, but

®©
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1t '8 my undsrstanding that ‘o, 3 has oroduced and YNo. 16 wag
abandoned after testing.

2 On complationt
A It was drilled at an 2ariy datz and was before we had

availahle stiunalation methods ibhat ace svailable today, and it did
not pruvducsa,.
0 You ultimately plan (o use Lio. 16 28 an injection well,

don tt yoii?

A Yes, sir.
Q Itte ocur pattern?
A Yes, sir,

Q At any vrate, prior te putting Wo. 3 and No, 16 in opera-
tion a casing prograir similar to the injection --

A xcuse imne.

Q@ ~--injection Well Yo, A, ¥, 2 would be utilized, is that 2z
fair assumption to make?

A I found the iuformation that you requested, Mr. Nutievw,
2,612 feet of 7" casing has been pullasd from Pearsall A. X. Ko. 3.
Prior to injecting we will adequately case the well either with &
full length casing striang or with a casing Lowl s¢ that the casing
will be adequats.

Q Well }o. 3 will be a producing well. How about No. 16,

do vou have the data on it?

®
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A

A a3, sir, Jurfaca casing only was sat in

it hag bveey plugged wWith what appears to bo an aczeptabla piuggin

Program which e nomiaily use wWith the Corsmiagion 1y

No. 16, ana

tonsant, it ’

R~

will have Lo be radrilleg or the oluyxs drilled oug ansd casing gat,
“Re VUTTER: Thank Yau. Arn thave any other Quustio;:s
tire Lyon? He may ba excuged,

{Witiiess excused, )

iR, NUTTFR: Do you hava 2ything furthur, Tire Kellihing

R, KELLAH T . Hothing further,

MR, HUPTER: BDozg anyons hagve Anything they wish to

offer in Casa 3004, 3005 or 30067 iy Will talg the

advisamant and raceag tha hear‘ing until 1:30,

(whereupon, 4TRSS uas halg until 1330 p

cags8 under

cz'Ic )




DEARNLEY, MEIER, WILKINS ard CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-0001

Albuquerque, New Mexico

PAGE ) 5

1wy oF

WRNAY
:r..’ ADA HSARNLEN :
foregoing and attached

itexico 0il Caonservation

trug and correct racoTwl
ability.
M WITITE3S WHWRECE

this 3xd day of April,

My commission expires:

June 19, 1967,

Jourth Roportar, do haraby cartify that tho

w
)

trangeript of prococdings before the low
Gosmission at Santa Ve, Naw Mexico, 13 a

t¢ the best of oy knowledge, skill and

L have affixad ny hand and notarial ssal

1964,

'Notary Public-Court Reportg?'

T do herevy certif
a CO'“DG S ren L AR

¥ that the foregoing is

N

the nes 1in

300 .

mé?-

IIIIIII

-4

"h'\r

®




ENPORS TIE OTL CONARRVATION COMMICAION

STATE QF MR MEXYICO

IN THE MATTER OF THE APPLICATION OF

AMBASSADOR OIL CORPORATION FOR THE ) )
APPROVAL OF THF PRARSALL QUERN SARD _ NO, ‘,:f 7O G
UKIT AND WATTRFLOOD PROJECT, LEA

COUNTY, NP4 MEXICO

APPLICATION PCR APPROVAL OF

PRARGILL SUETN JAND UNIT AMD DTFRFIQUD PROJICT

Comes now the applicant, Ambassador il Cesporation
whose addrass iz Box 933g, Poxrt Worth, Texas, and files herewith
three copies of the proposed Unit Agreement for the development
and operation of the nit Area of the Pearsall Cueen 5Sand Unit
and hereby makes application for approvel of s53id Unit as pro-
vided by law and for further approval of a ‘uterflood Froject
pursuant to Rule 7C1 of the Rules and Regulations of the Commis-

sion and 4in suprort thersof states:

1. That the Unit area covers the following described
land in lee County, ilew Mexico, to-wit:

Township 17 South, Range 32 TFast, N, K,P.M,

section 32: suk, rhksuly

Townshir 18 south, Rande 32 Fast, N. M, P M,

Boaok & Ay

e

4y shNEX, NWRNRR, Nwh
section &:. NrY, vlgd;, Dhswi, WSy,
NENSRE
containing 960 acreg, more or less.

2. That all of the lands embraced in the Unit Area are

federal iands except the 55% and the Thsw, of section 32, Towmship

TITHHET AT

‘_ B“

(. (//’
7




17 south, Range 37 rast, containing 240 acres, which {5 :itate
land.

3. T™at the applicant, Ambasaador Cil Corporation, is
designated as Unit Operator in the Unit Agreement and, a= such,
is given the authority under the terms thereof to carry on the
operations for the diacovery, development and production of the
unitized substances.

4. That the Unit Agreement is in substantifally the same
form as Unit Agreements herctofore approved by the Commissioner
of Public Lande of the tate of New Mexics, the New Mewico 011
Conservation Commission and the United ctates Geological turvey.
It 4s believed that the secondary recovery operations can be more
economically and efficiently cerried on uniler the terms cf said
Agreement to the end that the maximum recovery will be obtained
and that the Unit Agreement is iu the intercst of conservation of
oil and gas and the prevention of waste as contemplated by the
statutes of the :tate of New Mexico.

S. That application is being made to the Ccamiszsioner
of Public lands and the United Statas Geological urvey for the
approval of the Unit hgreement,

6. That in excuss of 0% of the working interest ownsrs
have heretofore executed the Unit Agreement and the Agreement
providas that anv rartyv owning righte in the unitized substance
who does not commit such rights to the Unit Agreement before the
effactive date therecf may thereafter become & party by subscrib-
ing to such Unit Agreement or by ratifying the same as provided

Yy the terms of the said Agresment.



7. ‘"hat the Lroposed Unit will lead {0 a more efficient

and orderly development and operaticn of the Latexfiood Project
proposed by the applicant in the Unit Area and ie neceussary to
21low the spplicant {0 completely developr and operate the water-
floo! Project.

8. That with}n 30 days after the ocffective date of the
Pearnsall Queean and ‘Init “greement, the applicant will file with
the Commission an executesd or original countoipart of the Agree-
ment, and in the event of a subsequent jolnder of any party or
expansion or contraction or the Unit Agreement, &s provided by
the terms thereof, the Unit Operator will file with the Commiassion
within 20 days therveafter counterparts of the Unit Agreement re-
flecting the subscription of those interests having joined or
ratifted.

9. Applicant desirss to inltizate & waterflood Project
to inject fresh water into existing welilu on the foliowing de--
scribed tract within the Unit Area:

319 5R LOCETION
NENERY Sec. 5, T-18-3, R-32-F
3Ny sec, 4, T-l&-5, R-3%Z-L
REXNWY tec. 4, T-i8-3, B~32-F
SUENEY Sec. 5, T-1L-5, R-3z~

NEXNR: sac. 5, T-i8-5, N-32~f

16, That ali of the wells in the Unit irea have reached
an advanced stage cof depletion and are atripper wells,

il. That 2prlicant feels that waterfiocoding the (ueen
sand is feasible and that flooding will result in the increased

ultimate recovery of vil and will, therefore, prevent waste.




12, That in support of said Application and in accord-
ance with the provisions of Rule 701, applicant submits herewith

the following exhibita:

Exhihit 4 - a plat showing the location of the proposed
injection wells and the location of =zll
other wells and leases within a two mlle radius

Exhibit B ~ a plat showing propos?d injection welis,
Unit Area, proposed Pilot 2rea, injection
well locations and develorswnt pProgran
{ Fxhiibic C - Injection Well Casing Program
[ 13, Applicant proposes to inject fresh water into the
Jueen S8nd at an approximate depth of 3650 feet and to inject ap-~
proximately 50U barrels per well per day of water to be deveioped
at the location or purchased from & public utility, which water
willi he comminrgled with produced water.
WHEREFORE, applicant reqguests the Commission set this
down for hearing befors an examiner at an early date, publish

the notice required by law and, after hearing, issue its Crden

1. Approving the Psarsall Queen sond Unit Agreement.,

2. Authorizing the waterflood Project covering the
lands embraced in the Unit Agreement.

3. Establishing rules for the operation of the flood
within the area and for administrative expansion and of converzion

of additional wells to water injection welis.

Respectfully submitted,

AMBASSADOR 0TI, CORPORATION

/ iju\- \/// !I/bul/‘\/\/\__
/ﬁs T; Jesnings O
tt r Applicant
p. O. Box 1180
Roewell, H¥ew Mexico
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OIL CONSERVATION COMMISSION Lo
P. O. BOX 871 .

SANTA FE, NEW MEXICO -

March 18, 1964

Nr. James T. Jennings
Post Office Box 1180
Roswell, New Mexico

Dear Sir:

Enclosed herewith is Commission Oxder No. R-2672, entered in Case
Mo. 3005, approving the Ambassador Pearsall Queen Unit wWaterflood
Project.

Accoxding to our calculations, when all of the authorised injecticn
wells have been placed on active injection, the maximum allowable
which this project will be eligible to receive under the provisions
of Rule 701-E~3 is 630 barrels per day.

Please report any erxox in this calculated maximum allowable im-
mediately, both to the Santa Pe office of the Commission and the
appropriate district proration office.

In order that the allowable assigned to the project may be kept
current, and in order that the operator may fully benefit from
the allowable provisions of Rule 701, it bshooves him to promptly
notify both of the aforementioned Commission offices by letter of
any change in the status of wells in the project area, i.e.. when
active injection commences, when additional injection or producing
wells axe drilled, when additional wells are acquired through
purchase or unitization, when wells have received a rszpcnss o
water injection, stc.
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OlIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

-2-
Nr. Jumes T. Jennings

Your oacopsraticn in keeping the Commission so informed as to
the status of the project and the wells therein will be appre-
clated.

Very truly yours,

A. L. PORTER, Jr.
Secretary-Director

ALP/ix
Enclosure
oes Mr. Jason Xslliahin

0il Conservation Commission
Hobbe, New Mexico




BuUFOXE THa OIL COHSEAVATION COMMISSIOLN
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BY THE COMMIS3ION:

| NMPM, Loa County, Hew Mexico, as more fully described in saidd

¢ CALLBD BY WHE OIL CONSEIVALION ;
i COMMISSION OF HEW MEXICO FOR ;
4 UHE PURPOSE OF CONSIDERING: !

Order lio. R-2672

APPLICATION OF AMBASGADOR OIL CORPORATION

FOR A WATERFLOOD PROJECL, LBA COUNLY, HEW
MEXICO.

ORDER _OF THE COMMIS3ION i

Thig cause came ou fou heaLing at 9 o'clock @&.m. on
Maxrch 11, 1964, at santa Fe, Wew Mexico, bafore Sxaminex
Darliel 3. N\lttar.

NOW, on this__18th gay of March, 1964, the Commission, a
quorum being present, having considered the tastimony, the record,
and the racommendations of the Examiner, and baing fully advised ;
ir the premises, ;

|

FIDSa

{1) That due public notlice having been given as required h4
law, the Commizssion has jurisdiction of this cause and the subjsc
| matter thereof.

(2) 7That the Pearsall Queen sand Unit Agreement has baen
approved by the Commission by Order MNo. 2-26693 that the Pearsall’
Queen sand Unit Araea comprises 960 acres, r2 or less, of 3state
and Federal land in Towniships 17 and 18 south, Rangae 32 Last,

order.
{(3) “hat the applicant, Ambassador Oil Corporation, seeks

permission to iastitute a waterflood project in the Pearsall
(Cueen) Pool in the Pearsall Queen sSand Undt Area by the injecw

I tion of water into the Queen formation through five wells locatcd

within said unit ares.

(4) That the project area is in aa advanced state of |
depletion and the majority of the wells therein should properly |
be classified as "gstripper” wells. ;

(5} 7That the proposed waterfledd project is in the intere si
of congervation and should result irn recovery of otherwise uacech~
erable oil, thereby preventing waste. ;

i




CASE 1o. 3005
. Oyvder No. =2672

(6) “hat the subject application should bs approved and
- the project should be governed by the provisions of Rule 701 of
| the Commission Rules and Regulations.

IT Y5 THEABFORE ORDEREDS

: (1) That the applicant, Anbassadoexr 011 Corporation, is
. hereby avthorized to institute a waterflood project in the
Pearsall (Queen) Pool in the Pearsall Queen sand Unit Area by

' the injection of water into the Quasen formation through tubing
. and packar set immediately above the pay zone in the following-
i described five wells:

§ TOWNSHIF 18 SQUTH, SAWGE 32 BAST, NMPM
| LEA COUNTY, HEW MEXICO

| Section 4

i well no. 4A-l, located in the 5W/4 IW/4
d wWell hNo. 4~2, located in the NE/4 MW/4

section S |

: wWall ¥No. 1=2, located in the sW/4 NE/4
i well ¥o. 3-1, located in the NE/4 N8/4
‘ Well so. 9=1, locataed in the UE/4 5E/4

i {(2) That the subject waterflood project shall be governed |
+ by the provisions of ule 701 of the Commission Rules and Regula=
! tions, including the allowable provisions thereof, and including |
i the provisions with respect to expansion of the waterflood projeck.

i (3) That monthly progress reports of the waterflood projeck
| herein authorized shall be submitted to the Commission in accord-
| ance with Rules 704 and 1119 of the Commission Ruies and Regula- |
| tions, |
; (4) That jurisdiction of this cause is retained for the |
! entry of such further orders as the Commission may deem nacessary.

I DONE at santa Fe, Hew daxico, on the day and year heorein- §
. above designated. !

STATE OF NEW MEXICO
oif CONSERVATION COMMISSIOH
ﬁ)ﬁh—ki :ﬁib [ERIS f
JBLCK i, CAMpBELL,\chairman :
e

P AR 4

r & secxetary



EXHIBIT "B"
PEARSALL QUEEN SAND UNIT
LEA COUNTY, NEW MEXICO

NUMBER
TRACT OF SEKRIAL NO.& BASIC LESSEE OF
NO. DESCRIPTION ACRES LEASE DATE ROYALTY RECORD
Federal Lands
T183-R32E Section 5: 80 LC~-029403(4) 12%7% Roy H.Smith & Hugh L.
3 $/2 NE/4& 12~1-59 ~25% Johnson Jr., d/b/a Roy
H.Smith Drilling Co.
T18S~R32E Section 5: 40 LC-029403(B) 12%% Hugh L.Johnscon Jr.,
3A Lot 3 11-1-61 & Roy H. Smith
(NE/4 NW/4)
T185~R32E Section 5: 40 LC-029403(B) 12%% Hugh L.Johnson Jr.
3B NE/4 SW/4 11-1-61 & Roy H. Smith

OVERRIDING ROYALTY
OWNER AND AMOUNT

M. E. Baish - 1%%
Martin Yates III - 1 %
Irene E. Walker =~ 2%7%
William E.Walker - 1%%
Elaine M. Walker - 1%%

$110,000.00 PP out of
25% of the WI to Roy H.
Smith.

After payout of above
PP a $25,000.00 PP shall
commence out of 1247 of
the WI to Roy H, Smith.

Subject to the $110,000,00
and $25,000.00 PP described
under Tract 3 above.

Subject to the $110,000,00
and $25,000.00 PP described
under Tract 3 above.

WORKING INTEREST
OWNER AND AMOUNT

Ambassador 01l
Corporation -~ 1007%
(to 5,000 £ft.)

Ambassador Oil
Corporation - 100%
(to 5,000 ft.)

Ambassador 0il
Corporation - 100%
(to 5,000 ft.)




EXHIBIT "B" - (Cont)
PEARSALIL QUEEN SAND UNIT
LEA COUNTY, NEW MEXICO

NUMBER
TRACT T SERIAL WO.& BASIC LESSEE OF OVERRIDING ROYALTY WORKING INTEREST
NG DESCRIPTION  ACRES LEASE DATE ROYALTY RECORD CWNER AND AMOUNT OWNER AND AMOUNT
TIAS-KEZE Scorion 5, 80 LC-061155(4A) L2%% Frank Brcck & R. T. M. E. Baish - 5% Ambassador 0il
. Lots L & 2 12-1-59 -25% Brgoek d/b/a Brock Martin Yates LIL -~ 1 % Corporaticen - 1007%
(N/2 NE/S) Drilling Company Trene E. Walker ~  2%%
Wm, E. Walker - 1%% (To base of Quecn Sand)
Elaine M.Walker - 1%%
$66,000.00 PP out of 25%
of the WI to:
1/2 ~ Frank Brock
1/2 - R. T. Brock
After payout of above
PP a $14,000.0C PP shall
commence out of 12%% of
the WI to:
1/2 - Frank Brock
1/2 - R. T. Brock
T18S-R22E Section &4 80 LC-063345 1 2%~ Frark Brock Brock Drilling Co. 1l/16 of WI Ambassador Oil
3 Lots 3 & & 1i-1-60 33-1/3% R. T. Brock Seccuricy~First Nat. Corporation - 1007

(N/2 NW/4Y

Alfred Hunter Utter,
Executor of Estate
of Alpha McAtee,
Deceased

Bank of Los Angeles,
Trustee 1/16 of WI
$99,000.00 PP out of 25% of
WI to:

1/4 - Frarck Brock

1/4 - R, T. Brock

1/2 - Alfred H. Utter
After payout of above PP, a
$21,000,00 PP shall commence
out of 12%% of the WI to:

1/4 - Frank Brock

1/4 - R. T. Brock

1/2 - Alfred Hunter Utter

(Tc base of Queen Sand)




EXETBIT "8 - {(Comt;
PEARSALI. QUEEN SAND I'NIT
LEA COUNTY  NFEW MEY OO

CmALT SERTAL NG & SASTC CVERRIDINC ROYALTY
R LA.PIL0N ACRER  LEASE DATE ROYALTY _GWNER_ANL_AMOUNT
4G i< Seredule Feonoodradk Sub. roro the & an Amhassasdor 0.1
1 A v 000G 00 and 321 000 00 Corporation
A , a5 descrihed undes {To base at
i ¢ 5 Quecn Sands
2.0 06T RLAGA Scheduls Muniepes Gor Lompany Butiato Petrvoleumn Micontex Ot 507
11180 "y {orporrion : bY Board Ot Co. 257
F W Followay,
B - 233747
F. R Monson 57
K V. Dakl  2-1/12%
Janyco Lee 3alla
Anderson 4-1/
y LC-051 840 Schedule B M _acksor 3 B5.M Jackson 1007
211460 e Corporactan - 5%

South Ceotval
Enterpriscs VA

Schedule co Woods Shaw Virginie Woods Readirg & Batces .
g £ >
‘ot Shaw -~ 5% luc 1C07%

i~
<
~
0
o
&0
2 wn
(&)
[

—




EXHIBIT "8" - (Cont)
PEARSALL, QUEEN SAND UNLT
LEA COINTY, NEW MEXICO

NUMBER

K «w.b.ﬁ T { Vl
e SCRIPIION  ACKES
145 -R22E Scction % 40

i SE/4 NW/G
TirE RADE Sccrion O 120

~ ST/4 SW/G

& W/2 SE/4%

7155 -R32E Section % 49

9 NE/4 SE/4

Page 4.
Rev. 1/9/64&.

1064098

LESSEE OF
RECORD

Ambassador 0il Corporation

92

virginia Woods Shaw

OVERRIDING ROYALIY WORKING INVEREST
OWNER AND AMOUNT OWNER AND AMOUMNT
None Anmbassador 0il Corp.

1007,

{to 3,000 ft )

M, E. Bbaish
Martin Yates {11

st Ambassador 0il Corp.
1
rene E. Walker 2357
w;
1

% 100%
%

L (to 5,000 i:.)
Wm. E. Walkerv -1/4%
Elaine M. Walker 1-1/47%

ect ro the $1.0,000.00 and
25,

000.00 PP described under
ract 3 above.

M. E. Baish 157 Ambhaszador 01l Corp
Martin Yates Iil 1 % 100%
lrene E. Walker 2%% {to 5,000 fr.)

Elaine M.Walker 1-1/4%
Wm. E. Walker 1-1/4%
Virginia Woods

Shaw 5%

{to 5,000 ft.)



EXHIBIT "B" - (Cont)
PEARSALL QUEEN SAND UNIT
LEA COUNTY, NEW MEXICO

NUMEBER
OF SERIAL NO, & BASIC LESSEE OF
TRAZI MO, DESCRIPTION  ACRES LEASE DATE RUYALTY RECORD
State lands
T17S-R32E Section 3Z: 40 B-6768 123%  Yates Petroleum Coxp.
10 NE/& SW/4
T17S-R32E Section 32: 40 B-676% 123% Yates Petroleum Corp.
11 NE/4 SE/4
T17S-R32E Section 32: 4 B-6768 123%  Yates Petroleum Corp.
12 \W/4 SE/4L
T175-R32E Section 32: 40 B-6768 123%  Yates Petroleum Corp.
13 SE/& SE/4
T17S-R32E Section 32: 40
14 SW/&4 SE/4 B-6768 125%  Yates Petroleum Corp.
Page 5.

Rev. 1/9/64
Rev. 2/4/64

Rt ot -~

OVERRIDING ROYALTY
OWNER AND AMOUNT

Ada M. Trostel
Yates Bros.,

Laura G. Brown
Yates Bros.

Claude Johnston
Yates Bros.

C.H. Malotc
Yates Bros.

Selina Reese
Yates bros.

3%
4.1666%

3.125%
4.1667%

3%
4.15667%

3%
4.16667%

3%
4.1666%

WORKING INTEREST
OWNER_AND AMOUNT

S.P. Yaces 247,
Dixon &

Yates 28.1667%
Yates Petroleum
Corporation 28.1667%

S. P. Yates 28.125%

Dixon & Yates 28.125%

Yates Petroleum
Corporation 23,9583%

S,P. Yates 28,1667%

Dixon & Yates 28.1667%

Yates Petroleum
Corporation 24%

S$.P. Yates 28.1667%
Dixon & Yates 28.1667%
Yates Petroleum
Corporation 247%

S.P. Yates 28.1667%
Dixon & Yates 28.1667%

Yates Petroleum
Corporation 24%



EXHIBIT "B - {Cout}
PEARSALL QUEEN SAND UNIT
LEA COUNTY, NEW MEXICO

NUMBER
TRAC OF SERTAL NO.& BASTC LESSEE OF OVERRZDING ROYALTY WORFING INTEREST
NG DESCRIPTION ACRES LEASE DATE ROYALTY RECORD OWNEK AND AMOUNT QWNER _AND_AMOONT
T3 :8-R32E Sectior 32: LG GG~ 5119 12%7, Gulf 01l Corpecx: Noue ambassador (il Cerporation
1 SEfL SW/4 2417-59 1007%
Page 6.

4-12-63 Rev. 1/9/64/
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EXHIBIT "B" - (Cont)
PEARSALL QUEEN SAND UNIT
LCA COUNTY, NEW MEXICO

TOTALS
12 Federal Tracts 721.69 Acres 75.04% of Unit Area
5 State of New Mexico Tracts 240 Acres 24.,96% of Unit Area
961.69 Acres 100% of Unit Area

Page 7

Rev. 1/9/64.




TRACT NO,

4a

54

Rev.

9-23-63

DESCRIPTION

S/2 XE/4&4
Sec. 5 T18S

Lot 3 (NE/4
Sec. 5 T1ES

NE/4 SW/4
Sec. 5 T18S

R32E

NW/4)
R32E

R32E

Lots 1&2 (N/2 NE/&4)

Sec. 5 T18S

R32E

Lots 3&%4 (N/2 NW/4)

Sec. 4 T188

SW/4 NW/4
Sec. 4 T18S

N/2 NE/4
Sec. 4 T18S

S/2 NE/4
Sec. &4 T18S

SE/4 NW/4
Sec. 4 T18s

SE/4 NW/4
Sec. 5 T18S

SE/4 SW/4 &
Sec. 5 T18S

NE/& SE/4

R32E

R32E

R32E

R32E

R32E

R32E

Ww/2 SE/4
R32E

Sec. 5 T18S R32E
Rev. ./9/64

EXHIBIT "C"
PEARSALL QUEEN SAND UNIT
LEA COUNTY, NEW MEXICO

SCHEDULE OF UNIT PARTICTIPATION

SERIAL NO.&
LEASE DATE

LC-029403(A)
12-1-59

LC-029403(R)
11-1-61

LC-029403(R)
11-1-61

LC-061155(A)
12-1-59

LC-063345
11-1-60

LC-063345
11-1-60

1.C-061840(A)
9-22-39

LC-061840
11-1-60

LC-060503
NM-016795
2-1-55

LC-064098
12-1-59

LC-061153
12-1-59

PHASE I - PERCENT TRACT
PARTICIPATION IN UNIT

PHASE II - PERCENI TRACT
PARTICIPATION IN  UNIT

2.847724

4.150530

7.944053

0.624893

8.458948

-0-

21.833242

43.182348

7.810969

0.379501

0.796097

-0-

13.152701

3.165215

4.083941

11.749836

23.454551

5.018021

6.506314

7.822372

6.906015

1.766453

4,283037

1.318795




TRACT NO.

L ——— v o

10

12

13

14

15

Page 2
Rev. 1/9/64.

DFSCRIPTION

e e . e i et

NE/& SW/4
Sec. 32 T17S

NE/&4 SE/4
Sec. 32 T178

NW/4 SE/4
Sec. 32 T17S

SE/4 SE/L
Sec. 32 T17S

SW/4 SE/4
Sec. 32 TI17S

SE/&4 SW/4
Sec. 32 T17S8

R32E

R32E

R32E

R32E

R32E

R32E

SERTAL NO,
LEASE DATE

E-6768

E-6768

£E-6768

B-6768

E-6768

0G-5119
2-17-59

EXHIBIT ""C" - (Cont)
PEARSALL QUEEN SAND UNIT
LEA COUNTY, NEW MEXICO

SCHED(ULE _OF UNTY PARTICIPATION

& PHASE I - PERCENT TRACT
PARTICIPAT ICN IN  ONIT

-0-

1.261199

0.710496

~0-

PHASE
PARTI

TI - PERCENT TRACT
CIPATION IN UNIT

0.520833

5.711548

2.686547

0.520834%

0.520834

0.812153




EXHIBIT YC" (Cont)
PEARSALL QUEEN SAND UNITT
LEA COUNTY, NEW MEX1CO

SUMMARY OF
WORKING INTEREST UNIT PARTICIPATION

TOTAL PARTICIPATION IN UNIT

PHASE 1 PHASE_11

Ambassador 0il Corporation 25.201746 68 .804703

Janice Lee Ballard Anderson 0.909718 0.271096

John M. Beard 5 458311 1.626579

K. V. Dahl 0 4354859 0.135548

Dixon & Yates 0 691355 3.495563

F. W. Holloway, Jr. 3 002071 C.894618

B. M. Jaclkson 43.182348 7.822372

Minntex 0il Company 10.916621 3.253157

E. R. Monson 1.091662 0.325316

: Reading & Bates, Inc. 7.810969 6.906015

S. P. Yates 0.588985 2975470

5 Yates Petroleum Corporation 0.691355 3.495563
é

100. 000000 100. 00000

Page 3

Revised 1/9/64.
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UNLT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
PEARSALL QUEEN SAND UNIT
iLea County., New Mexico

NO.

THIS AGREEMENT, entered into as of the day cof . 1963,

by and between the parties subscribing. retifying or consenting hereto, and
herein referred to as "Parties Hereto",

WITNESSETH

THAT, WHEREAS, the parties hereto are the owners of working, royalty or
other oil or gas interests 1n the Unit subject to this Agreement; and,

WHEREAS, the Commissioner cof Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws 1943 as amended
by Sec. 1 of Chap. 162, Laws of 1951, Chap. 7, Arct. 11, Sec. 39, N.M.S, 1953
anno) to consent tc or approve this Agreement on behalf of the State of New
Mexico, insofar as it covers and includes lands and mineral interests of the
State of New Mexico; and,

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws of 1943, as
amended by Sec. 1, Chap. 162, Laws of 1951, Chap. 7, Art. 11, Sec. 41, N.M.S.
1953 anno) to amend with the approval of the lessee, any oil and gas lease

embracing State lands so that the length of the term of said lease may coincide

with the term of such unitized development and operation of State lands; and,

WHEREAS, the 0Oil Conservation Gommission of the State of New Mexico is
authorized by law (Chap. 72, Laws of 1935, as amended by Chap. 193, Laws of
1937, Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) to approve this
Agreement, and the conservation provisions hereof; and,

WHEREAS, the Mineral Leasing Act of February 25, 1920, (41 Stat. 437, as
amended, 30 U.S.C. Sections 181 et seq.) authorizes Federal lessees and their
representatives to unite with each cther cor jointly or separately with others
in colliectively adcpring and operating a cooperative or unit plan ct develop-
ment or operatiorn of any oil or gas pool, field or like area or any part
thereo? 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 parties hereto hold sufficient interests in the Pearsall Gucen
Sand Unit covering the land hereinafter described to give reasonably effective
control of operation therein; and,

WHEREAS, it is the purpose of the parties hereto, to enable institution and

consummation of secondary recovevy operations, conserve natural resources, prevent
waste and secure the other benefits obtainable through development and operation
of the area subject to this Agreement under the terms, conditions and limitations
herein set forth.

NOW, THEREFORE, in consideration of the premises and the promises herein
contained, the parties hereto commit to this Agreement their entire tespective
interests in the below defined Unit Area, and agree severally among themselves
as follows:

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

February 25, 1920, as amended, supra, and all valid, pertinent regulations,
including operating and unit plan regulations, heretofore issued thereunder and
valid, pertinent and reasonable regulations hereafter issued thereunder are
accepted and made a part of this Agreement as to Federal lands, provided such
regulations are not inccnsistent with the terms of this Agreement; and as to
non-Federal lands, the o0il and gas operating regulations in effect as of the

effective date hereof governing drilling and producing operations, not inconsis-

tent with the terms hereof or the laws of the State in which the non-Federal

3 land is located, are hereby accepted and made a part of this Agreement.

SECTION 2. UNIT AREA AND DEFINITIONS. For the purpose of this Agreement,
the following terms and expressions as used herein shall mean:

i (a) "Unit Area" is defined as those lands specified on Exhibit "“A" hereof,
and such land is hereby designated and recognized as constituting the Unit Area;
the lands described in said Exhibit "A" are described as:

NEW MEXICO PRINCIPAL MERIDIAN, NEW MEXICO

LEA COUNTY, NEW MEXICO

T-18-S, R-32-E

Sec. 4: NW/4; S/2 NE/4 & NW/4 NE/4
Sec. 5: NE/4; N/2 SE/4; SW/4 SE/4; E/2 SW/4; E/2 NW/4

I-17-S, R-32-E

Sec. 32: SE/4; E/2 SW/4

I -
I Rev. 1/9/64 _

and containing 961.69 acres, morc or less.
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{(b) "Commissioner" is defined as the Commnissioner of Public Lands of the
State of New Mexico

(¢) "Commission" is defined as the 0il Conscrvation Conmission of the
State of New Mexico

(d) "Director" is defined as the Dircctor of ithe United States CGeological
Survey

(e) "“Secretary" is defined as the Secretary of the Interior of the United
States of America.

(f) "Departmenf'is defined as the Department of the Interior of the United
States of America.

(g) “Supervisor' is defined as the 0il and Gas Supervisor of the United
Srates Geological Survey.

(h) "“Queen Sard" is defined as and shall mean that heretofore established
underground reserveir, a member of the Guadalupe Series. a part of the Permian
System, which is found from 3655 to 3693 feet, in the John M. Beard Pearsall
Federal #1 Well. located in the Northwest Quarter of the Northeast Quarter {NW/4
NE/4) of Section 4, Township 18 South. Range 32 East. Lea County. New Mexico,
N.M.F.0M.

(i) "Unitized Formation" is defined as that portion of the Queen Sand plus the
immediate ninety seven foot interval below effectively committed to this Agreement.

(i) "“Unitimed Substances* is defined as and shall mean all of the oil and
gas contained in or produced from the Unitized Formation.

(k) “Currenr Production Rate" is defined as that rate of production of the
Unitized Subsiances, in standard 42 gallon U.S. barvels, between 7:00 AM. April

1, 1963, and 7:00 A.M. October 1, 1963, (as determined by the Commission’s monthly
reports, Form C-115).

{1) Y“YRemaining Primary Reserves"™ is defined as that amount of Unitized Sub-
stances, 85,665 barrels, less any amount attributed to tracts which do not qualify,
which will be produced from the Unitized Formation underlying the said Unit Area
and run to the pipeline from 7:00 A.M. . July 1, 1963, to an economic producing
rate of 60 barrels of oil per well per monih (as derermined by the duly appointed
Engineering Subcommittee of the said Unit vtilizing the conventional production
declinc curve coxtrapeclarion method).

(m) "Ultimate Primary Recovery' is defined as that amount of Unitized Sub-
stances, 986,801 barrels, less any amount artributed to tracts which do not qualify,
which will be produced from the Unitized Formation underlying the said Unit Area
and tun to the pipeline from inception of productien to an economic producing rate
of 60 barrels of o0il per well per menth (as determined by the Commission's monthly
reports, Form C-115 and the duly appointed Engineering Subcommittee of the said
Unit utilizing the conventional production decline curve extrapolation method).

{n) "Productive Surface Acres" is defined as that amount of surface acres
within the boundaries of the said Unit which have been determined to be capable
of producing Unitized Substances from the Unitized Formation (as determined by
the duly appointed Engineering Subcommittee of the said Unit uvtilizing conventional
engineering and geological information).

(o) "Usable Well" is defined as a well which is now completed in the Unitized
Formation (as defined), and which has producrion casing in it, properly placed and
cemented so as to afford a means of effectively producing oil or gas from or injec-
ting water into the Unitized Formation. Such well must be in an active or tempor-
arily abandoned condiction at this time. No permanently plugged and abandoned wells
to be acceptrable as usable wells.

(p) "Phase I" is defined as rhat period of time between 7:00 A.M. of the
effective dare of this Agreement and 7 00 A M. of the first day of the month next
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following the month in which the Remaining Primary Rescrves 85 46N barrels, have
been produced (as determined by the Commission's monthly reports. Form C-115).
Puring this period of time Phase 1 of the Schedule of Unit Participation as shown,
on Exhibit “C" will be in effect.

(gq) "Phase 11" is defined as that period of tvime between 7 00 A M. of the
first day of the month next following the wonth in which the Rewaining Primary
Reserves. 85,#h% barrels  have been produced (as determined by the Commission's
monthly reports. Form C-119) and the date of rermination of. this Agreement During
this period of time Phase Il of the Schedule of Unit Participation as shown on
Exhibit “C" will be in effect.

(r) “Working Interest" is defined as the vight to search for produce and
acquive Unitized Substances , whether held as an incident of ownership of mineral
fee simple title. under an oil and gas lease or otherwise held.

(s) "“Working Interest Ouwner"™ is defined as and shall mean any party owning
a Working Interest 1including a carrvried working interest owner . holding an interest
in Unitized Substances by virtuve of a lease operating agrecement. fee title or
otherwise which {nterest is chargeable with and obligated to pay or bear. either
in cash or out of producrion. or otherwise. all or a portion of the cost of drill-
ing. developing and producing the Unitized Substance from the Unitized Formation
and operating thereof hereunder.

(t) "Rovalty Interesc" ot "Royalty" is defined as an interest other than a
Working Intervest in or right o receive a3 portion of the Unitized Substances or
the proceeds thereof and includes the royalry interest reserved by the lessor by
an oil and gas lease and any overriding royalty interest. oyl payment interest,
net profits contracts. or any other payment or burden which does not carry with it
the right to search for and produce Unitized Substances.

(u) "Royalty Owner" is defined as and shall mean the owner of a Royalty
Interest.

(v) "Unit Operating Agveement" is defined as and shall mean any agreecment
or agreements (whether one or more) entered into (separately or collectively) by
and between Unit Operator and the Working Interest Owners as provided in Section 9
(Accounting Provisions and Unit Operating Agreement). infra, and shall be styled
"Unit Operating Agreement, Pearsall Queen Sand Unir, Lea County, New Mexico".

(w) "Paying Quantities" is defined as production of Unitized Substances in
quantities sufficient to pay for the cost of producing same from wells on the uni-
tized land.

{x) "Unit Manager' is defined as the person or corporation appointed by the
Working Interest Owners to perform the duties of the Unit Operator until the selec-
tion and qualification of a successor Unit Operator as provided for in Section 8
(Successor Unit Operator) hereof.

(v) "YTract Participation" is defined as that percentage of Unitized Substances
produced from the Unitized Formation which i{s allocated to a Tract under this Agree-
ment .

(z) "“inic Participation* of each Working Interest Owner is defined as the
sum of the percentages obtained by multiplying such Working Interest Owner's
fractional Working Interest in each tract by the Tract Participation of such tract,

SECTION 3  EXHIBITS. Exhibit "A" attached hereto is a map showing, to the
extent known to the Unir Operator, the Unit Area and the boundaries and identity
of tracts and leases in said Unit Area. Exhibit "B" attached heretc is a schedule
showing to the exrent known to the Unit Operator, the acreage comprising each tract,

percentage ownership o: each Working Interest Owner in each tract and kind of owner-

ship ¢f cil 2nd gas interests However. nothing herein or in the said schedule or

Rev 1/9/64
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in said map or schedule as owned by such party. Exhibit "C" attached hereto

is a schedule showing to the extent known to the Unit Operator, the Tract
Participation of each Tract and the Unit Participation of each Working Interest
Owner during Phase I and Phase II of participation in the said Unit. Exhibits
"A", "B", and "C" shall be revised by the Unit Operator whenever changes render
such revision necessary, and at least two copies of such revision shall be
filed with the Commissioner, and not less than six copies thereof shall be
filed with the Supervisor.

SECTION 4. EXPANSION. The above-described Unit Area may 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. Such expansion
shall be effected in the following manner:

(a) The Working Interest Owner or owners of a tract or tracts
desiring to bring such tract or tracts into this Unit, shall file
an application therefor with Unit Operator requesting such admission.

(b) Unit Operator shall circulate a notice to each Working
Interest Owner of the proposed expansion, setting out the basis for
admission, the unit participation to be assigned to each such tract,
and other pertinent data. After negotiation {at Working Interest
Owners' meeting or otherwise) if 90 per cent of the Working Interest
Cuners (on the basis of unit participation) have agreed to such tract
or tracts being brought into the Unit, then Unit Operator shall:

(1) After preliminary concurrence by the Director, prepare
a notice of proposed expansion describing the contemplated changes
in the boundaries of the Unit Area, the reason therefor, the basis
for admission of the additicnal tract or tracts, the tract partici-
pation to be assigned theretc and the proposed effective date
thereof, preferably the first dav of a mcnth subsequent to the
date of notice; and,

(2) Deliver copies of said notice to the Commissioner, the
Supervisor, each Working Interest Owner, Lessee and Lessor whose
interests are affected, (mailing copy of such notice to the last
known address of each such Owner) and to the Lessee and Lessor
whose interests are propcsed to be committed, advising such
parties who are already committed that thirty (30) days will be
allowed for submission to the Unit Operator of any objection to
such proposed expansion and soliciting joinders from the cwners
of interests in the lands to be admitted; and,

(3) File, upon the expiration of said thirty (30) day
period as set out in (2) immediately above and provided that
objections of not more than ten per cent (10%) of the Working
Interest Owners have been filed thereto, with the Commissioner,
Director and the Commission the following: (a) Comprehensive
statement as to mailing said notice of expansion; (b) An appli-
cation for such expansion in sufficient number for appropriate
approval and distribuotion; and (¢) An instrument containing the
appropriate joinders in compliance with the participacion require-
ments of Section 13 (Tracts Qualified for Unit Participation) and
Section 30 (Nonjoinder and Subsequent Joinder), infra;

provided, however, if a dissenting Working Interest Owner owns more than a ten
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per cent (10%) voting interest 1t must he 1oimed ivr such dissent by at least

one other Working Interest Owner.

The expansion stall, after due ccrsideratior of 2ll perti-ert information
and upon approval by tre Commissioner and the Director ard the Commission, be-
come effective as of rhe date prescribed in the nectice therec: cr on such other
more appropriate date 3s et by the Commissionsr and the Direcrtor and Commission
in the order or tinstruwerr apprevirg such expansion. Tre revised Tract Partici-
pations of the respective tracrts included within the Unit Area pricr to such
enlargement shall remais in the same r2tic cone to apnother.

SECTION 5. UNITiZED LAND AND UNITIZED SUBSTANCES. Al! cil and gas in all

of the hereinateve described ard suvbsequertly admitted larnd effectively committed
to this Agreemant, 3tve tevreir cailled Vrirized Svbstarces  irzcisr orly as the
same may be found 1n the Queen s2-d. tcgerter with the pertinent surtface rights,
are unitized under the terms of thig Agrecmept 3nd s#1d 1a~d shiall constitute
land referred tc herein ss "Uritized La~d" cr "Lsnd Subject to this Agreement".

SECTION 6. UNIT OPERATOR. Ambzgsadcr Cil Cerporatier.. 4 Delaware corpora-
tion, is hereby designsted as Unit Cperztor, and by signing this irstrument as
Unit Operatcr, it agrees and consente to accept the dueties and obligations of
Unit Operator for the operation, develcpment 2aod preduction of Unitized Substances
as herein provided. Whenever reference 1z made hevein te tte Unit Operator, such
reference means the Unit Opevatcr acring in that <spacicty and nec as an owrer of
interests in Unitized Substances, and thte rerm "Working Irnrerest Owner" when used
herein shall include or refer to Unit Opersccor 3s the owner cf a Working Interest
when such an interest ig owned hy it.

SECTION 7. RESIGNATION OR _REMOVAL OF UNIT COPERATOR. Unit Operator shall

have the right to resign at any time, but zuch resignaticn shall not become
effective so 2s to releasse Unit Operator from the duties and chbligations of
Urnit Operator and rerminate Unit Operster’s rightse as such for a period of six
{8) monithe afrer written notice ol intention to resign haz beer given by Unit
Operator to all Workirg interest Qwners. the Commissicnsy and the Svpervisor,
uniess 3 new Unit Operstor shall have taken cver and assumed the duties and
obligation:s of Unit QOperatov pricr rc the expiration of said period.

Upon defavlt or failure i the performance of its duties or cbligatiors

hereunder the Uit Operator mav e zibject to removal by geventy {ive per
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cent (75%) of the committed Working Interest Owners (on the basis of Unit Parti-
cipation) exclusive of the Working Interest Owner who is the Unit Operator. Such
removal shall be effective upon notice thereof to the Commissioner and the Super-
visor.

In all such instances of effective resignation or removal, until a successor
to Unit Operator is selected and approved as hereinafter provided, the Working
Interest Owners shall be jointly responsible for the performance of the duties
of the Unit Operator and shall, not later than thirty (30) days before such
Tesignation or removal becomes effective, appoint a Unit Manager to represent
them in any action to be taken hereunder.

The resignation or removal of Unit Operator under this Agreement shall not
terminate its right, title or interest as the owner of a Working Interest or other
interest in Unitized Substances, but upon the resignaiion or removal of Unir Ope-
rator becoming effective, such Unit Operator shall deliver possession of all equip-
ment, Eooks, ana records, materials, appurtenances and any other assets, used in
conducting the Unit Operarions and owned by the Working Interest Owners (including
any and all data and information which it might have gained or assembled by reason
if its operation of the Unit Area) to the new duly qualified successor Unit Ope-
rator or to the Unit Manager if no such new Unit Operator is elected, to be used
for the purpose of conducting Unit operations hereunder. Nothing herein shall be
construed as authorizing removal of any material, equipment and appurtenances
needed for the preservation of any wells. Nothing herein contained shall be
construed to relieve or discharge any Unit Operator who resigns or is removed
hereunder for any liability or duties accruing or performable by it prior to the

effective date of such resignation or removal.

SECTION 8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender
its resignation as Unit Operator or shall be removed as hereinabove provided, the
Working Interest Owners shall select a successor Unit Operator by a majority vote
of the Working Interest Owners (on the basis of Unit participation), provided no
Working Interest Owner who has been Unit Operator and who has been removed may
vote for self-succession. Such selection shall not become effective until (a) a
Unit Operator so selected shall accept in writing the duties and responsibilities
of Unit Operator, and (b) the selection shall have been filed with the Commissioner

and the Supervisor. If no successor Unit Operator or Unit Manager is selected and
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qualified as herein provided, the Commissioner and the Director, at their elect-
ion, may declare this Agreement terminated.

SECTION 9. ACCOUNTING PROVISYONS AND UNIT OPERATING AGREEMENTI. Costs and

expenses incurred by Unit Operator in conducting Unit operations hereunder shall

be paid, apportioned among and borne by the Working Interest Owners in accord-

ance with the Unit Operating Agreement. Such Unit Operating Agreement shall
also preovide the manner in which the Working Interest Owners shall be entitled
to receive their respective proportionate and allocated shares of the benefits
accruing hereto in conformity with their underlying operating agreements,
leases or other independent contracts and such other rights and obligations as
between Unit Operator and the Working Interest Owners as may be agreed upon by
the Unit Operateor and the Working Interest Owners; however. no such Unit Opera-
ting Agreement shall be deemed either to modify any of the terms and conditions
of this Unit Agreement or to relieve the Unit Opervator of ary right or obligation
established under this Agreement, and in case of any inconsistency or conflict
between this Agreement and the Unit Operating Agreement, this Agreement shall
prevail., Two true copies of any Unit Operating Agreement executed pursuant to
this Section shall be filed with the Commissioner and three true copies thereof

shall be filed with the Supervisor, prior to approval of this Agreement.

SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except ac otherwise

specifically provided herein, the exclusive right, privilege and duty of exer-

cising any and all rights of the parties hereto which are necessary or convenient
for prospecting for, producing, storing, allocating and distributiag the Unitized
Substances are hereby delegated to and shall be exercised by the Unit Operator as
herein provided. Acceptable evidence of title to said rights shall be deposited
with said Unit Operator, and together with this Agreement, shall constitute and
define the rights, privileges and obligations of Unit Operator. Nothing herein,
however, shall be construed to tramnsfer title to any land or to any lease or
operating agreement,; it being underscood_that under this Agreement the Unit
Operator, in its capacity as Unit Operator, shall exercise the rvrights of posses-
sion and use vested in the parties hereto only for the purposes herein specified,

SECTION 11. PLAN OF OPERATIONS. It is recognized and agreed by the parties

hereto that all of the land subiect to this Agreement is reasonably proved to be

productive of Unitized Substances in paying quantities and that the object and
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spurpose of this Avroor ot v o oariiare and Pl ante o tent o odaryy recovery
project in ordev to o ciioct ot creete o vocovery o Upiersed Suhetaace oo provent
waste and conscrve paturail o vesources. The pavites bevore arioe thad toe Vain
Operator may, suhjcct 1o the conseot and approval of a plar o operatien by the
Working Intercst Cunevwn, the Supervisor, and the Commiszioner  anject into he
Unitizea Formation . througb any weil or wells complored therein. brine warer.
aivr, gas, oil and any one or more other substances whethev produced from the

Unit Area or not, and that the locstien of rupul wells and the rates ot iujection
therein and the rate of production shall be governed by standavds of wood geo-
logic and petroleum engineering practices and censervation wmethods . Alter com-
mencement of secondary operations. Unit Operarvor shall frreish the Commissioner
and the Supervisor wmonthly, iniection and production reperts Vfor each well in the
Unit. The Working Interest Ownevs. the Superviscer and rhe Commissioner. shall
be furnished periodical reports ou the progress ob the plan of operation and any
revisions or changes thereto; provided. however, that auyv msjor revisions of the

plan of operation involving a basic deviation from the initial plan of operation

shall be subiect to the consent and approval ol the Working Interesi Cwnevrs, the

Supervisor and the Commissioner.

The initial plan of operation shall be filed wich gie Supervisor and the
Commissioner concurrently with the filing of this Unit Agrecment for final appro-
val. Said initial plan of operation and all revisions thereof ghall be as com-
plete and adequate as the Supervisor and the Commissioner may determine to be
necessary for timely operation consistent hereuith. Reasonahle diligence shall
be exercised in complying with the cbligations of the approved vlan of operation.

Notwithstanding anything to the contrsry hereiun contsined. the Unit Operator
shall commence secondary recovery operations on the Unit Area within six (6)
months after the effective date c¢f this Agreement, or any extension hereof appro-
ved by the Commissioner and the Supevrvisor. After such operations are commenced.
Unit Operator shall cscry on such operations as would 2 reasonably prudent ope;

rator under tne same or similar circumstances.

SECTTON 12  TRACT PARTIGIPATION. Tn Exhibit "' astrached hersto. there

are iisted and numbered itre varicus tracts withio tine Unit area and set forth

Ay
—

opposite cach tract 1s 3 figeve which represents whoe Tract Participation

c

cated to each tract 1o the Unit Area in Prhase Ioand Phace '] calceculzted on one
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hundred per cent (100%) commitment. The Tracy Pavticipation of cach tract was
determined as {ollows

PHASE 1

------- Tract Current Rate of Production
Percentage Pavvicination Betwoen April Y 1983 & Ocreber 1)
of cach Tract . 1963 -
LR et et et =St 4 100
. Teotal nit Curvcot Rate of Produce-
tinn Berween April L. 1953 & Ocrober
1 1963

SN

-Plus-

fryact Remaining Primary Reserves
1, gsel Jduly lo 1963
Lox : Atk i
< Total Unir Remaining Primary Re-
serves as of July 1. 1983

x 100

Percentage Parcviciparion
of each Tract . 3/ay Lrzer Ulrimare Primavy Recovery
Totral Unit Ultimate Primary Re-
covery

x 100

Plus-
Tiacro Praductive Surface Acres
1/8 «x At et

f Acres
-Plus-

| ra Isable 5
1/8 5 Lract Ussble Wells

Total Unic Usable Wells ¥ 100

However, if the Unit Agreement is approved with less rhan one hundred percent (100%)
commitment, said parcticipation percentsagc shall be revised pursuant to Section 13,
(Tracts Qualified for Pavticipation) to fit the commitment status as of the cffective

date hereof, and thereafrer,; as needed pursuant to Section 14 (Allocation of Unitized

Suustances).

SECTION 13. TRACTS QUALIFIED FOR PARTIICIPATION. On and afrer the effective

date hereof the tracts within the Unict Avres which shall be entitled to participation
in the production of Unirized Substances therefrom shall be those tracts within the
Unit Area and more parvticularly described in said Exhibic “8" thav are qualified as

follows:

{a) ZEach and all of those tracts to which Working Interest
Ouners owniug 1007 of rhe Working Interest in said tract and
Rovalty Owners owning 100% of the Royalty Interesc in said tracec
have subscribed. ratified ov congenrted to this Agreement:. and,

(b) Each and all of those tracts to which Working Interest

Owners owning not less than 95% of the Working Interest therein
and Royalty Ouners owning not less than 75% of the Royalty Interest

. therein have executed this Agreement, and in which the Working
Interest Owners in »3id rra2ct who nave cvxecuted this Agreement have
agreed to indemnify and hola harmless all other parties hereto, in

a manner satisfaccory to 853% of the Working Interest Owners quali-
fied under (@), against any and all clains and demands that may be

made by the nonjoining Working Interest Oxners or Royalty Ouners,
or both, on account of the commitment and joinder of such rracr to
) the Unit Agreement, and operation thereof urder such conditions on
l Rewv 1/9/45-
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fied under {a), against any aad ail claims and demands that

may be made by the nonjoining Working interest Owners cor

Royalty Owrers. or both, on account ¢t the commitment and

joinder of such tract to the Urit Agrecment. and operaticn

thereof under such conditicns on the basis herein provided.

and to which 85% ¢f the Working Ivterest Quners qualirzed

under (a), exclusive of tbe Working Intcrest Owper submit-

ting such tract, have approved the cemilment of such tract

to this Unit Agreement.

1f, on the effective date of this Agreement, therc is apy tract or tracts
which have not been effectively committed to cr made subject to this Agreement
by qualifying as above provided, then suchb tract or tracts shall not be entitled
to participate hereunder. Unic Opevator shall, when submitting this Agreement
for final approval by the Commissioner ard the Director. or zs socn thereafter
as practicable, file a schedule of those trascts which have been committed and
made subject to this Agreement and ave ertitled reo participate in Unitized
Substances. Said schedule shall set forth opposite each such committed tract
the lease number or assigument aumber, the owner of record of the lease. The
Tract Participation of such tract shall be computed according to the partici-
pation formula set out in Section 12 (Tract Participation) above. This schedule
of participation shall be & part of Exhibit "C" and upon approval therecf by the
Commissioner and the Supervisor or the Director shall become a part of this

-
1

Agreement and shall govern the allocarion o

g

L s
)

raodnction of Unitized Substances

SECTION 14. ALLOCATION OF UNITIZED SUBSTANCES. All Unitized Substances

produced and saved (less, save and except a2ny part of such Unitized Substances
used in conformity with good operating practices on unitized land for drilling,
operating, camp, and other production or development purposes and for pressure
maintenance or uniaveidable loss) shall be apportioned among and allocated to

the committed tracts within the Unit Area in accordance with the respective
tract participation effective bereunder during the respective periods such
Unitized Substances were produced, as set forth ir the schedule of participation
in Exhibit "C". The 2mount cof Unitized Substances sc allocated tc each tract,
and only that amcunt {regardiess cf whether it be more or less than the amount
of the actual! production of Unirtized Subsiancos from the well or welils, if any,
on such tract) shall, for all intents. uses and purposes, he deemed to have been
produced frow svch tract.

The Urnirized Substances allecated to each trace shali »:= distributed among,
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the prevailing woviet price in Lin ar - ren i pieduc tion, and the accouvnt

h party shall bo chaviod thervew i o Coovin s rovesvad such production. The
proceeds, if any, of the Unitrzsd Sebtaies w0 disposcd o by Unit Operator

11 be paid to the party eatiivled thercto.

Any paxty receiving in kind or sepavately disposiag of 2
the Unitized Substances allocatcd (o anv tvact, ov receiviong the procecds theve-
from if the same is sold or purchascd by Unit Operator, shall be vespousible for
the payment of all Rovalty on the Lleasc or Jeases and tracts contributed by it
and received into the Unit, and cach sucn party shall held cach other party here-
to harmless against all claims, denands and causes of action for such Royalty on
the lease or leases and tracts contributed by it and received into the unitized
land.

1Lf, after the elfective date of this Agreement, there is any tracl or
tracts that are subsequently committed hereto, as provided in Section 4 (Expan-
sion) hereof, or any tract or tracts within the Unit Area net committed hereto
as of the effective date herecof but which are subszquently committed hereto
under the provisions of Section 30 (Nonjoinder and Subsequent Joinder), or if
any tract is excluded from the Unit Area as provided for in Section 29 (Loss of
Title), the schedule of participation as shown in the current Exhibit "C'" shall
be revised by the Unit Operator and distvibuted to the Working Interest Owners,

the Commissioner, the Superviser, aund the Director to show the new percentage

participation of all the then eifectively committed tracts; and the revised
schedule, upon approval by the Commissioner and the Supervisor or the Director,
shall govern all the allocation of production frem and after the effective date

: thereof until the effective date of a new schedule sc appreved. 1In any such
revision pursuant to Sectrion 4 {(Expansion) or after six months from the effective

date of this Unit Agreement pursuant to Section 30 (Norioinder and Subseguent

Joinder) the Tract Participations of all tracts participating prior to such
revision shall remain in the same ratio one to the other. 1In anv sucnk revision
pursuant to Section 29 (Loss of Title) or =within six months from the eifective
date cf this Unit Agreement pursuant to Secgion 30 (Yonjoinder and Subsszquent
Joinder) all Tracc Participations shall be computad according to the participa-

tion formula.

—
[
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SECTION 15. ROYALTY SETTLEMENT. The State of New Mexico ond the United

States of America and all Royalty Owners whu, under existing contracts. are
entitled to take in kind a share of the Uritized Substances produced from any
tract unitized hereunder. shall continue to be entitled te such right to take

in kind their share of the Unitized Substances allocated to such tract, and

Unit Operator shall make deliverfes of such Royalty share taken in kind in
conformity with the applicable contracts, laws and regulations. Settlement

for Royalty Interest not taken in kind shsll 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 contained shall
operate to relieve the Lessees of any land from their respective lease obligations
for the payment of any Royalty due under their leases, except that such Royalty
shall be rcomputed in accordance with the terms of this Unit Agreement.

If gas obtained from lands not subject to this Agreement is introduced into
the Unitized Fofmation, for use in repressvring, stimulation of production, or
increasing ultimate recovery in conformity with a plan approved pursuant to
Section 11 (Plan of Operations), a like amount of gas, less appropriate deduction
for loss from any cause, may be withdrawn from the Unitized Formation, Royalty
free as to dry gas but not as to the products extracted therefrom; provided such
withdrawal shall be pursuant to such conditions and formulas as may be prescribed
or approved by the Supervisor and the Commissioner; and provided further that
such right of withdrawal shall terminate as of the effective date of termination
of the Unit Agreement.

All Royalty due the State of New Mexico and the United States of America
and the other Royalty Owners hereunder shall be computed and paid on the basis
of all Unitized Substances allocated to the respective tract or tracts committed
tieretsc, in lieu of actual production from such tract or tracts.

Royalty due the United States shall be computed as provided in the operating
regulations and paid in value or delivered in kind as to all YUnitizcd Substances
on the basis of the amounts thereof allccated to unitized Federal land as pro-
vided herein at the rates specified in the respective Federal leases, or at such

lower rate or rates as may be authorized by law or regulations; provided, that
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for leases on which the royalty rate depends on the daily average production per
well, said average production shall be determined ir acccrdance with the opera-
ting regulations as though the Unitized land were & single conzolidated lease,

Each Royalty Owner (other thkan tre Statc of Ncw Mexico 3and the United
States of America) that executes this Agrecement represerts 3nd warrants that it
is.the owner of a Royalty Interest in a tract or tracts within the Unit Area 4&s
its interest appears in Exhibit "B" attached hereto, 1f any Royalty Interest
in a tract or tracts should be lost by title failure or otherwise in whole or in
part, during the term of this Agreement, then the Royalty Interest of the party
representing himself to be the owner thereof shall be reduced proportionately
and the interest of all parties shall be adjusted accordingly.

SECTION 16, RENTAL SETTLEMENT. Rentals ¢r minimum royalties due on leases
committed hereto shall be pald by Werkirg Inrerest Owners responsible therefor
under existing contracts, laws and regulations, provided that nothing herein
contained shall operate to relieve tte Lessees of any land from their respective
lease cobligations for the payment of sny rental or minimum royalty in lieu
therecf, due under their leases., Ezantzl for lands of the State of New Mexico
subject ate sgpeci
leases from the State of New Mexicce. Rental or minimum royalty for lands of the
United States of America subject to this Agreement shall be paid at the rate
specified in the respective leases from the United States of America, unless
rental or minimum royalty is waived, suspended, or reduced by law or by approval
of the Secretary or his duly authorized represeﬁtative.

SECTION 17. CONSERVATION. Operztions hereunder and production of Unitized
Substances shall be conducted to provide for the most ecoromical and efficient
recovery of said substances withcut waste, as defined by or pursuant to Federal
and State laws and regulations.

SECTION 18. DRAINAGE. The Unit Operator shall take appropriate and ade-
quate measures to prevent drainage of Unitized Substances from unitized land by
weills on lennd wwot subjeci Lo chis Agrecoment.

SECTION 19, LEASES AND CONTRACIS CONFORMED AND EXTENDED. The terms, con-

ditions and provisions of all leazses. subleases and other contracts relating to
exploration, drilling. development or operation for oil or gas on land committed

to this Agreement are hereby expressly modified and amended to the extent neces-
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sary to make the same conform to the provisions hereof, but otherwise to remain
in €ull force and effect, and the parties hereto hereby consent that the Secre-

3 . tary and the Commissioner, respectively, shall and by their approval hereof, or

R

j by the approval hereof by their duly authorized representatives, do hereby
establish, alter, change or revoke the drilling, producing, rental, minimum

royalty and royalty requirements of Federal and State leases committed hereto

aud the regulations in respect thereto to conform said requirements to the provi-
sions of this Agreement.

Without limiting the generality of the foregoing, all leases, subleases and
contracts are particularly modified in accordance with the following:

(a) The development and operation of lands subject to this
Agreement under the terms hereof shall be deemed full performance
of all obligations for development and operation with respect to
each and every part or separately owned tract subject to this
Agreement, regardless of whether there is any develiopment of any
particular part or tract of the Unit Area, notwithstanding any-
thing tc the contrary in any lease, operating agreement or other
contract by and between the parties hereto, or their respective
predecessors in interest, or any of them.

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

(c) Suspension »f driliing or prouducing operations on all
unitized lands pursuant to direction or consent of the Commissioner
and the Supervisor or their duly authorized representatives, shall
be deemed to constitute such suspension pursuant to such direction
or consent as to each and every tract of unitized lands.

{d) Each lease, sublease, or coniraci relating to the exploration,
drilling, development or operation for oil and gas which by its terms
‘ might expire prior to the termination of this Agreement, is hereby
; extended beyond any such term so provided therein, so that it shall
' be continued in full force and effect for and during the term of this
Agreement.

(e) Termination of this Agreement shall not affect any lease
which, pursuant to the terms thereof or any applicable laws, shall
continue in force and effect thereafter.

(f) Any lease embracing lands of the State of New Mexico, which
is made subject to this Agreement, shall continue in force beyond the
term provided therein as to the lands committed hereto until the termi-
nation hereof.

(g) Any lease embracing lands of the St.ite of New Mexico having
only a portion of its land committed hereto, shall be segregated as
to that portion committed and that not committed, and the terms ot
such lease shall apply separately to such segregated portions commenc-
ing as of the effective date hereof. Provided, however, that notwith-
standing any of the provisions of this Agreement to the contrary, such
lease shall continue in full force and effect beyond the term provided
therein as to all lands embraced in such lease if oil or gas is, or
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has heretofore been. discovered in paying quantities on some
part of the lands cmbraced in such lease committed to this
Agreement or, so long as a portion of the Unitized Substances
produced from the Unit Area is, under the terms of this Agree-
ment, allocated to the portion of the lands covered by such
lease committed to this Agreement, or, at any time during the
terin hereof, as to any lease that is then valid and subsisting
and upon which the Lessee or the Unit Operator is then engaged
in bona fide drilling, reworking. or secondary recovery opera-
tions on any part of the lands embraced in such lease, then

the same as to all lands embraced therein shall vremain in full
force and effect so long as such operations are diligently pro-
secuted, and if they result in the production of oil or gas,
said lease shall continue in full force and effect as to all of
the lands embraced therein, so long thereafter as oil or gas in
paying quantities is being produced from any portion of said
lands.

(h) The segregation of any Federal lease committed to this
Agreement is governed by the following provision in the fourth
paragraph of Sec. 17(j) of said Act of February 25, 1920, as
amended by the Act of September 2, 1960 (74 Stat. 781-784): “Any
(Federal) lease heretofore or hereafter committed to any such
plan (unit) embracing lands that arc 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 ol unitizaiion; provided, how-
ever, that any such lease as to the non-unitized portion shall
continue in full force and effect for the term thereof but for
not less than two years from the date of such segregation and so
long thereafter as oil or gas is produced in paying quantities."

SECTION 20. MATHEMATICAL ERRORS. It is hereby agreed by all parties to tiis

Agreement that Unit Operator is empowered to correct any mathematical errors which
might exist in the pertinent exhibits to this Agreement upon approval of the Com-
missioner and the Supervisor.

SECTION 21. COVENANTS RUN WITH LAND. The covenants herein shall be cons-

trued 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 subject here-
to shall be and hereby is conditioned upon the assumption of all privileges and
obligations hereunder by the grantee, transfercece or other successor in interest.
No assignment or transfer of any Working Interest subject hereto shall be binding
apon Unit Operator until the first day of the calendar month after Unit Operator

RN
L

-2 -
Wil s

is furnished the , o ptable photostratic or certified copy, of
the recorded instrument of transfer; and no assignment or transfer of any Royalty
Interest subject hereto shall be binding upon the Working Interest Owner respon-
sible thevefor until the first day of the calendar month after said Working

Interest Owner is furaished with the original, or acceptable photostatic or

certified ccpy, of the recorded instrument of transfer.
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SECTION 22  FFYECTIVE DAIE_AND _TERM

This Agreemers :ball hecome binding

upon each party whe execuvtes or rattitvs tt 3: of tre dite ol rxecrution or rati-
fication by such party and shail percme efilective 22 of *.00 A M. of the first

day of the month next icllovring
(a) Tre execurion or retritcarter of this Agveemer + 3-d the
Unit Operating Agrerment by Working Ioterest Guwoers oweirng 3 ceombirned
unit participaticn of at lesst nmivery five per ronp 1950 a-d the
executtion or ratification of thig Agreement by Reyslty Cwnors owning
a cowhired interest of 3t le2.t seventy {ive per cernt - 73 ¢f the
Royalty *ntevest 1 gaid Ui Area: znd.

b Tte 3approval cof this Agrrement bv the Commizsioncr the
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and,
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for reccrd 1m tte oifice of tie Cou-ay Clevk ¢ Voo {eurty VNew
Mexice, vy the Urit Operarcy. ard prcecvided. ‘urcher bz 17 (aj
(b) and (c) ahave are pnot 3 cowplisted or or helfeore A ¢ 1, 1964,
this agreement :ball 1pso “arte exprre ¢ :aid dste ‘teoreoirsiter
called "expiration date' . and theres ter ve of ne Turcher fcroe ot
effect, vnless prior therete this Agrecmens has hees execited or
ratified by Working Inrerest Owrers gwrivng » comained Pnve Parcict -
| pation of at lezst rninety per cort Q0L commirtted (¢ this Agreement
have decided to extend s5id expirstiicr date ler 3 peryicd rot to
exceed gix (6 mecathe {hereinzicer ca2tled "extended expivacicon date").
If satd expiraricn date ig s0 exterdad and vaY b and {0 :zve pot
accomilish -0 on or hefore s2id exrended expivition date. thic Agree-
ment shali ipso facre expire an za:d extended wxpivsti-cr date and
thereatter be of re further force ov effect. Feor the purpes< of
this Section, ownership shalil bes ccmouted con the basis of {'nit
Participaticn as determined frcm Exhibit "£" asttacked re tre Unit

The Unit Operatcr shall., wittan thicty (30 days afrer the e<fective date
of this Agreement. file for record in the cfiice: where  Zcurrerpart of this
! Agreement is tecerded. a certifirste 1c tte etfiact that this Agresment has be-

come effective accerding to its teims and stoting Zurrher the effective date,

The term of this Agreemsnt shalj bes for and during the term rthat Unitized

Substances are preoduced in paving g-anti1ries from the Urit Ares 3ard as lon
Pay 2 4 g

thereafter as drilling. reworkirg or cther operaticn: (incleding secondary

recovery operaticns) are praosecuted thereorm without cessation of more than

ninety (90) consecutive days. unlesz sccner terminated by Working intevrest
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of any such termination shall be given by Unit Operator to all parties hereto,

Upon termination of this Agrcement, the further development and operations
of the Unit Area as a Unit shall be abandoned, Unit operations shall cease, and
thereafter the parties hereto shall be governed by the terms and provisions of
the leases and contracts affecting the separate tracts.

If not otherwise covered by the leases unitized under this Agreement,
Royalty Owners hereby grant Working Interest Owners a period of six (6) months
after termination of this Agreement in which to salvage, sell, distribute or
otherwise dispose of the personal property and facilities used in connection
with Unit operations.

SECTION 23. RATE OF PROSPECTING, DEVELOFMENT AND PRODUCTION. All production

and the disposal thereof shall be in conformity with allocations and quotas made
or fixed by any duly authorized person or regulatory body under any Federal or
~State statute. . The Director is hereby vested with authority to alter or modify
from time to time, in his discretion, the rate of prospecting and development and
within the limits made or fixed by the Commission to alter or modify the quantity
and rate of production under this Agreement, such authority being hereby limited
to alteration or modification in the public interest, the purpose thereof and the
public interest to be served thereby to be stated in the order of alteration or
modification; 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 development in the afsence of the specific written approval thereof by the
Comm’ ssioner and as to any lands of the State of New Mexico or privately owned
lands subject tc this Agreement as to the quantity and rate of production in the
absence of specific written approval thereof by the Commission.

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

SECTION 24. 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 (7j inclusive, of Executive Order 10925 (26 F.R. 1977),
which are hereby incorporated by reference in this Agreement.

SECTION 25. APPEARANCES. Unit Operator shall have the right to appear for

or on behalf of any and all interests affected hereby before the Commissioner,
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the Department, and the Commission, and to appeal from any order issued under
the rules and regulations of the Commissioner, the Department, or the Commis-
sion, or to apply for relief from any of said rules and regulations or in any
proceedings relative to operations before the Commissioner, the Department, or
the Commission, or any other legally constituted authority; provided, however,
that any other interested party shall also have the right at his or its own
expense to be heard in any such proceeding.

SECTION 26. NOTICES. All notices, demands, objections or statements
required hereunder to be given or rendered to the parties hereto shall be
deemec¢ fully given if made in writing and personally delivered to the party or
parties or sent by postpaid certified mail, addressed to such party or parties
at their respective addresses set forth in connection with the signatures

hereto or to the ratificati

o}

n or consent hereof or to such other address as any
such party or parties may have furnished in writing to the party sending the
notice, demand or statement.

SECTION 27. NO WAIVER OF CERTAIN RIGHTS. Nothing in this Agreement con-

tained shall be construed as a waiver by any party hereto of the right to assert
any legal or constitutional right or defense as to the validity or invalidity of
any ‘law of the State wherein said unitized lands are located, or rules or regu-
lations issued thereunder in any way affecting such party, or as a waiver by any
such party of any right beyond his or its authority to waive.

SECTION 28. UNAVOIDABLE DELAY. All obligations under this Agreement

requiring the Unit Operator to commence or continue secondary recovery operations
or to operate on or produce Unitized Substances from any of the lands covered by
this Agreement shall be suspended while, but only so long as Unit Operator, des-
pite the exercise of due care and diligence, is prevented from complying with
such obligations, in whole or in part, by strikes, acts of God, Federal, State

or municipal law or agency, unavoidable accident, uncontrollable delays in
transportation, inability to obtain necessary materials in open market, or other
matters beyond the reasonable control of the Unit Operator whether similar to
matters herein enumerated or not.

SECTION 29. LOSS OF TITLE. 1In the event title to any tract of unitized

land shall fail so as to render the tract inoperable under this Agreement and

the true owner canmnot be induced to join this Unit Agreement, such tract shall
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be automatically regarded as not committed hereto and there shall be such re-
adjustment of future costs and benefits as may be required on account of the
1555 of such title. Thereafter, Unit Operator shall revise Exhibit "A™, "B"
and "C" so as to indicate thereon only those tracts which then qualify for
inclusion within the Unit Area. Each such revised Exhkibit shall be effective
at 7:00 AM. on the first day of the month next fnllowing the month in which
the failure of title is finally determined. In the event of a dispute as to
title as to any Royalty, Working Interest or other interest subject thereto,
payment or delivery on account thereof may be withheld without liability or int-
erest until the dispute is finally settled; provided, that as to State or Federal
land or leases, no payments of funds due the State of New Mexico or the United
States of America shall be withheld, but such funds shall be deposited as directed
by the Commissioner or the Supervisor (as the case may be), to be held as unearned
money pending final settlement of the title dispute, and then applied as earned or
returned in accordance with such final settlement.

Unit Operator as such is relieved from any responsibility for any defect or
ilure of any title hereunder,

SECTION 30. NONJOINDER AND SUBSEQUENT JOINDER. 1If the owner of any substan-

tial interest in a tract within the Unit Area fails or refuses to subscribe,
vatify, or consent in writing to this Agreement, the Working Interest Owner in
tnat tract who has executed or ratified this Agreement may withdraw said tract
fromighis Agreement by written notice to the Director, the Commissioner, and the
Unit Operator prior to the effective date of this Agreement. Joinder by any
Royalty Owner, at any time, must be accompanied by appropriate joinder of the

corresponding Working Interest Owner in order for the interest of such Royalty

Owner to be regarded as effectively committed. Joinder to the Unit Agreement by

Any oil or gas interest in the Queen sand not committed hereto prior to
submission of this Agreement to the Commissioner and the Director for final
approval may thereafter be committed hereto upon compliance with the applicable
provisions of this Section and of Section 13 (Tracts Qualified for Unit Partici-

pation) hereof, at any time up to the effective date hereof and for a period to
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of the parties hereto, it is hereby expressly agreed thot the parties so paying
or advancing said taxes shall be reimbursed therefor by the parties hereto,
including Reyalty Qwners, who may be responsible for the taxes on their respec-
tive allocated shares of said Unitized Substances. No such taxes shall be
charged to the United States or to the State of New Mexico, nor to any Lecsor
who has a contract with a Lessee which requires his Lessee to pay such taxes.

SECTION 33. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the

Working Interest Owners, nor any of them, shall be subject to any forfeiture,
termination or expiration of any rights hereunder or under any leases or con-
| tracts subject hereto, or to any penalty or liability on accovnt of delay or
failure in whole or in part to comply with any applicable provisions thereof to
the extent that the said Unit Operator cr the Working Interest Ouwners, or any
of them, a:e hindered, delayed or prevented trom complying therewith by reason
of failure of the Unit Operator tc obtain, in the exercise of dve diligence, the
concurrence of proper representatives of the United States and proper representa-
tives of the State of New Mexico in and ahcut any matters or things concerning
which it is required herein that such concurrence be obtained. The parties
hereto, including the GCommissioi, sgree 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 it pursuant to the provisions of the laws of

the State of New Mexico and subject in any case to appeal or judicial review as

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

SECTION 34. LIMITATION OF APPROVALS. Notwithstanding anything herein con-

tained to the contrary, if no Federal lands are committed to this Agreement, then
no consents or approvals provided herein shall be required of the Department, the
Secretary, the Director, or the Supervisor, and it shall rct be necessary to file
any instrument hereunder with said officers or agencies unlegs and until Federal

lands are so committed to this Agreement; lLikewise, 1f mo Siaie lands are

lp]

ommi ttred
te thic Agreement. then no consents or approvals provided herein shall be required
of the Commissioner, and it shall not be necessary to file any instrument here-
under with said officer unless and until State lands are so committed to this

Agreement; likewise, if no fee lands ar

)]

ccmnitted to this Agreement, then no con-
sents or approvalsg provided herein shall be required of the Commissiorn, and it
P p ;

shall not be necessary to file anry instrument bereunder with said cffice unless
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and until fee lands are so committed to this Agreement.

SECTION 35. BORDER AGRFEMENTIS. Subject to the approval of the Supervisor
and the Commissionev. the Unit Operator . with concurrence of the Working Interest
Owners of sixty five percent (65%) of the Unit Particiﬁation may enter into a
border-protection agreement or agreements with the working interest owners of ad-
jacerit lands along the extevior boundary of the Unit Area with respect to the

operations in the border area for the maximum ultimate recovery, conservation pur-

poses and proper protection of the parties and intevests.

IN WITNESS WHEREOF the parties hereto have caused this Agreement to be

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

AMRASSADOR OIL CORPORAT1CN

ATTEST:
By

Vice President

Secretary




THE STATE OF TEXAS )

COUNTY OF TARRANT )

BEFORE ME. Lthe undersigned, _ . a Notary Public

day of ____ . 1964. per-
sonally appeaved B. J, KFLLENBERGER, to me known to be the identical person who
subscribed the name of the waker to the within and foregeing instrument as its
Vice President and ackunowledged to me that he executed the same as his free and
voluntary act and deed. and as the free and voluntary act and deed of such cor-
poration, ior the uses snd purposes therein ser forth

IN TESTIMONY WHEREOF I have hereuntc set my hand and official seal the day

and year last abowve written

My Commission Expires: Notary Public, Tarrant County, Texas
June 1 196%

Rev 1/13/64
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EXHIBIT "B"
PEARSALL QUEEN SAND UNIT
LEA COUNTY, NEW MEXICO

NUMBER
TRACT OF SERIAL NO,& BASIC LESSEE OF OVERRIDING ROYALTY WORKING INTEREST
N0, DESCRIPTTON  ACRES LEASE DATE ROYALTY RECORD OWNER_AND AMOUNT OWNER AND_AMOUNT

Federal Lands

Ti85-R3ZE Section 5: 80 LC-0294C03(A) 12%% Roy H.Smith & Hugh L. M. E. Baish - 1¥% Ambassador 0il
3 S/2 NE/4 12-1-59 ~25% Johnson Jr., d/b/a Roy Martin Yates IIT - 1 % Corporation - 100%
H.Smith Drilling Co. Irene E. Walker = 2%% (to 5,000 ft.)

William E.Walker 1%%
Elaine M. Walker - 1%%
$110,000.00 PP out of
25% of the WI to Roy H,.
Smith.

After payout of aboave

PP a $25,000.00 PP shall
commence out of 12%% of
the WL to Roy H. Smith.

TL8S-R32E Section 5: 40 LC-029403(B) 12%% Hugh L.Johnson Jr. Subject to the $110,000.00 Ambassador 0il
3A Lot 3 11-1-61 & Roy H. Smith and $25,000.00 PP described Corporation - 100%
(NE/4 NW/4) under Tract 3 above. (to 5,000 ft.)
T185-R32E Section 5. 40 LC-029403(B) 12%% Hugh L.Johnson Jr.
3B NE/ 4 SW/4 11-1-61 & Roy H. Smith Subject to the $110,000.00 Anbas:zador 0il
and $25,000.00 PP described Corsoration - 100%

under Tract 3 above. (to 5,000 ft.)




EXHIBIT "B" =~ (Cont)
PREARSALL QUEEN SAND UNIT
LEA COUNTY, NEW MEXICQ

NUMBER
TRACT QF SERIAL NO.& BASIC LESSEE OF
NG. DESCRIPTZION ACRES LEASE DATE ROYALTY RECORD
T18S-R32E Section 5: 80 LC-061155(A) 12%% Frank Brcck & R, T.
4 Lots 1 & 2 12-1-59 -25% Brock d/b/a Brock
N/2 NE/&) Drilling Company
T185-R32E Section &4: 80 LC-063345 1257~ Frank Brock
5 Lots 3 & 4 11-1-60 33-1/3% R. T. Brock
(N/2 W /4) Alfred Funter Utter,

Executor of Estate
of Alpha McAtee,
Deceased

OVERRIDING ROYALTY
OWNER _AND AMOUNT

M. E. Baish - 1%%
Martin Yates III -~ 1 %
Irene E, Walker -  2%%
Wm, E. Walker =~ 1%%
Elaine M.Walker - 1%%

$66,000.00 PP out of 25%
of the WI to:

1/2 - Frank Brock

1/2 - R, T. Brock
After payout of above
PP a $14,000.00 PP shall
commence out of 12%% of
the WI to:

1/2 - Frank Brock

1/2 - R. T. Brock

Brock Drilling Co. 1/16 of WI
Security-First Nat.,
Bank of Los Angeles,
Trustee 1/16 of WI
$99,000.00 PP out of 25% of
WL to:

1/4 - Frank Brock

1/4 - R. T. Brock

1/2 - Alfred H. Utter
After payout of above PP, a
$21,C000.00 PP shall commenca
out of 1247 of the WI to:

1/4 - Frank Brock

1/4 - R. T. Brock

1/2 - Alfred Hunter Utter

B e oy

WORKING INTEREST
OWNER AND AMOUNT

Ambassador 0il
Corporation - 100%

(To base of Queen Sand)

Ambassador 0il
Coxporation - 100%
(To base of Queen Sand)
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EXHIBIT "B" - (Cont}
PEARSALL QUEEN SAND LNTT

LEA COUNTY,

NEW MEXTCC

BASIC
ROYALTY

Schedule
-,D..

Schedule

o

Schedule
-—O-

Fraoh Brock

E T. Rroak

Alired Eunter Ttber,
Executor of Estare
of Alpha McAtee
Deceased

Pirictes Gid Cempary

Virgi=12 Woods Shaw

&

it e e

OVERRIDINC ROYALTY
_OWNER AND AMOUNT

Subjeer to the same

$99.006 00 and $21.000 00

PP as described under
Tract 5.

8ufislo Petroleun
Corperation

&

(W]

Buffalo Pervojewnm
Corporacion - 5%

Scuth Cencrsl
Enterprives - 5%

Virgicio Woods
Shaw - 5%

WORKING UNTEREST
OWNER AND AMOUNT

Ambiassador 011
Corporatcion

{Tc base of
Queen Sand)

Minntex 013 507
Beard 013 Co. 257
F.W kolloway.

Jr - 13 3/40
E.R. Monso«: 5%
K. V. Dahl  2-3 /124
Janrce Lee Ballard

Andersor 4-1/6%

B M Jacuso- 1007,

Reading & Bates .
tuc. - 1007




EXHIBIT "B" - (Cont)
PEARSALL QUEEN SAND UNLT
LEA COUNTY, NEW MEXICO

NUMEER
TRACT OF SERTAL NO. & EASIC LESSEE OF OVERRIDING ROYALTY WORKING INTEREST
NOL GESCRIPTION ACRES LEASE DATE__ ROYALTY __RECORD _ OWNER_AND_AMOUNT _ OWNER_AND_AMOUNT
TISS-R2I2E  S=zction % 40 NM-016795 Schedule Amitrassador 0il Corporstion None Antassador 0il Corp.
7 ST/4 MW/t 2155 "B 100%
(to 5,000 ft.)
T1%8 R32E Secrion 3¢ 120 LC 062068 Schedule C. N. Ochilcree M. E. Faish HWN Amtassador 01l Corp.
A SE/S Ssd/a i2+1-59 e Martin Yatazs 1.1 1 % 1007
& W/2 SE/% Trene E. Walker 257% (to 5,000 fc.)
Wm. E. Walker 1-1/4%
Elaine M Walker 1-1/47%
Subject ro the $110,000.00 and
$25,000.00 PP described under
Tract 3 above.
T1&S-R32E Secrion 9 «0 10.0R1153 Cchedule
9 NE/4 SE/4 1219 e virginia Woods Shaw M. E. Baish HWN, Ambassador 011 Coxp.
Martin Yates 111 1 % 100%
lrene E. Walker 247 (to 5,000 it.)

Elaine M.Walker 1-1/4%
Wm. E. Walker 1-1/4%
Virginia Wocds

Show 5%

(to 5,000 ft.)

Page 4.
Rev. 1/9/64.




EXHIBIT "B" - (Cont)
PEARSALL QUEEN SAND UNIT
LEA COUNTY, NEW MEXICO

NUMEER
OF SERIAL NO, & BASIC LESSEE COF OVERRIDING ROYALTY WORKING INTEREST
TRACT XNO. DESCRIFITON ACRES LEASE DATE ROYALTY RECCORD OWNER AND AMOUNT QWNER AND AMOUNT
Stace Lands
T178-R32E Section 3Z: 40 B-6768 Hmww Yates Perroleum Corp. Ada M. Trostel % S.R. Yares  24%
10 NE/&4 SW/4 Yates Bros. 4.16667 Dixon &
Yates 28.1667%
Yates Petroleum
Corporation 28.1667%
T175-R32E . Section 32: 40 B-676% HNWN Yates Petroleum Corp. Laura G. Brown 3.125% S. P. Yates 28.125%
11 NE/4 SE/L Yates Bros. 4.1667% Dixon & Yates 28.125%
Yates Petroleum
Corporation 23.9583%
T17S-R32E Section 32: 40 R-6768 1247 Yares Petroleum Corp. Claude Johnston 3% S.P. Yates 28.1667%
12 NW/4 SE/& Vates Bros. 4.1666% Dixon & Yates 28.1667%
Yates Petroleum
Corporation 24%
\ T175-R32E Section 32: 40 B-6763 125% Yates Petroleum Corp. C.H. Malott 3%
13 SE/4 SE/4 Yates Bros. 4.1666% S.P. Yates 28.1667%
Dixon & Yates 28.1667%
Yates Petroleum
Corporation 24%
m T17S-R32E Section 32: 40
,_ 14 SW/4 SE/4 B-6768 123%  Yates Petroleum Corp. Selina Reese 3% S.P. Yates 28.1667%

Yates bros. 4.1666% Dixon & Yates 28.1667%
Yates Petroleum
Corporation 24%

Page 5.
Rev. 1/9/64
Rev. 2/4/64




EXHIBIT "B" - {Cout)
PEARSALL QUEEN SAND UNIT
1,EA COUNTY, NEW _MEXICO

EE GF OVEPRIDING BOYALTY NE LNTEREST
WEK AND AMOUNT OWNER _ARD AMGNT

v s ot e e

FOYALTY

e et i o g e

CcF SFRTAI- N0.& BASTC L

Ambassodor Onl Cerporatao.

1257, GCulf Oil Cerpcrarics N
1.087




EXHIBIT "B" - (Cont)
PEARSALL QUEEN SAND UNIT
LEA COUNTY, NEW MEXICO

TOTALS

12 Federal Tracts 721.69 Acres 75.047 of Unit Area

5 State of New Mexico Tracrs 240 Acres 24.96% of Unit Area

961.69 Acres 1007% of TInit Area

Page 7
Rev. 1/9/64




TRACT NO. DESCRIPTION
1 S/2 NE/4
Sec. 5 T18S R32E
2 Lot 3 (NE/4 NW/4)
Sec. 5 T18S R32E
2A NE/4 SW/4
Sec. 5 T18S R32E
3 Lots 1&2 (N/2 NE/&)
Sec. 5 T18S R32E
4 Lots 3&4 (N/2 NW/4)
Sec. 4 T18S R32E
LA SW/4 NW/4
Sec. 4 T18S R32E
S5A N/2 NE/4&4
Sec. 4 T18S R32E
5 S/2 NE/4
Sec. 4 T18S R32E
6 SE/4 NW/4
Sec. 4 T18S R32E
7 SE/4 NW/4
Sec. 5 T18S R32E
8 SE/4 SW/4 & W/2 SE/4
Sec. 5 T18S R32E
9 NE/4 SE/4
Sec. 5 TI18S R32E

Rev. ../9/64

e

EXHIBIT "CV
PEARSALL QUEEN SAND UNIT
LEA COUNTY, NEW MEXICO

SCHEDULE OF UNIT PARTICIPATION

SERTAL NO.&
LEASE _DATE

LC-029403(A)
12-1-59

LC-029403(R)
11-1-61

LC-029403(B)
11-1-61

LC-061155(4)
12-1-59

LC-063345
11-1-60

1C-063345
11-1-60

LC-061840(A)
9-22-39

LC-061840
11-1-60

LC-060503
NM-016795
2-1-55

LC-064098
12-1-59

LC-061153
12-1-59

PHASE T - PERCENT TRACT
PARTICIPATION IN UNIT

2.847724

4.150530

7.944053

0.624893

8.458948

-0-

21.833242

43.182348

7.810969

0.379501

0.796097

-0-

PHASE II - PERCENI TRACT
PARTICIPATION IN  UNIT

13.152701

3.165215

4.083941

11.749836

23.454551

5.018021

6.506314

7.822372

6.906015

1.766453

4.,283037

1.318795



EXHIEIT “C" = {(Cont)
PEARSALL QUEEN SAND UNII
1LEA_COUNIY, NEW MEXICO

2

SCREDULE . OF__UNIT PARTICIPATION

SERIAL NOL & PHASE I -~ PERCENT TRACT ¢ TRACT
RACT N _LEASE DATE PARTICTPAL ION In it TICTPATY NOoOvid
U L6768 -0- 0.520833
, R3ZE
i E/4 SE/4
Sec 32 T17S K32E B Q768 1.261199 5.711548
R32E L6768 0.710496 2.686547
Lo SE/4 SE/4
Soc. 32 T175 R32E E-6768 w(Qu 0.520834
A Sw/b SE/GL
Sec. 32 T17S R32E L6768 -0~ 0.520834
) SE/4 SW/4 0C~5119
Sec. 32 T17S R32E 2-17-59 -0- 0.812153
Page 2

Rev. 1/9/64.




pxtisiy vct (Cont)
PFARSALL QUEEN SAND UNITI
LEA CGUNTY. NEW MEX 1CO

SUMMARY OF
WORKING INTEREST UNIT PARTICIPATION

-— .-_.,_.—_.—_._—__._.__,.___......___.—_-...__. e o e et e o

TOTAL_PARTICIPATION 1IN VNI

PHASE _1 PHASE 11
Ambassadov 0il Corporation 25.201746 68 804703
| Janice Lee Ballard Anderson 0 909718 0.271066
! John M. Beard 3 458311 1 626579
K. V. Dahl 0 434839 0.135548
Dixon & Yates 0 91355 3.495563
F. W. Holloway. Jr 3. 002071 0 894A18
E. M. Jackson 43182348 7.822372
Minnctex 0il Company 10.916621 3.253157
E. R. Monson 1.091662 0.325316
Reading & Bates, Inc. 7.810969 6.906015
S. P. Yates 0588985 2.975470
Yates Petroleum Coxporation 0.691355 3.495563
i ______________________
i 100000000 100000000

Page 3

Revised 1/9/64.




UNIT AGREEMENT
PEARSALL QUEEN SAND UNIT

Lea County, New Mexico

. ‘(:;-\" _,}/ e s -
INDEX

SECTION

Enabling Act and Regulations

Unit Area and Definitions

Exhibits

Expansion

Unitized Land ard Unitized Substances
Unit Operator

Resignation or Removal of Unit Operator
Succegsor Urit Operator

Accounting Provigcions and UInit Operating Agreement
Rights and Obligations of Unit Operator
Plan of Operations

Tract Participation

Tracts Qualified for Unit Participation
Allocation of Unitized Substances
Royalty Settlemant

Rental Settlement

e e
UM S WOFOWRENOWL W™

17 Conservation
18 Drainage
19 Leases and Centracts Conformed and Extended
20 Mathematical Errors
E 21 Covenants Run with Land
; 22 Effective Date and Term
23 Rate of Prospecting, Development and Production
; 24 Nondiscrimination
H; 25 Appearances
: 26 Notices
: 27 No Waiver of Certain Rights
| 28 Unavcidable Delay
29 Loss of Title
30 Nonjoinder and Subsequent Joinder
31 Counterparts
32 Taxes
33 Conflict of Supervision
; 34 Limitation of Approvals
i 35 Border Agreements

EXHIBIT "A'" (Map of Unit Area)
EXHIBIT "B" (Schedule of Ownership)

EXHIBIT "C" (Schedule of Unit Participation)
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PAGE

L~ ULEINON




GFFICE oce

Y 1954 MA TA THE bﬁﬁwﬁm M BIK kG Gy fer Bpes”
STATE ENGINEER OFFICE foest
SANTA FE 4/ : /’//f/%,,, .
S, E, REYNDLODS ADDRESS CORRESPOND(‘{CE TO:
STATE ENGINEER STATE CAPITOL
February 28, 1964 SANTA FE, N. M.

Mr. A. L. Porter, Jr.
Secretary-Director

0Oil Conservation Commission
Santa Fe, New Mexico

Dear Mr. Porter:

Reference is made to the application of Ambassador Oil Corporation
which seeks approval of the Pearsall Queen Sand Unit and Water-
flood Project, which was submitted on February 11, 1964.

In view of the statement contained in the letter to me which
accompanied the application “These waters will be iniected through
tubing and packer set immediately above the pay zone within the
production casing,” it appears that no threat of contamination

to the fresh waters which may exist in the area will occur.
Therefore, this office offers no objection to the granting of

this application, provided we are furnished with an accurate
description of the source of the water to be injected when the
selection has been made and further provided that we are supplied
with an analysis of the source water.

Very truly yours,

S. E. Reynolds
State Engineer

FEI/ma By: M%%/

ce~Mr. E. A. Riley Frank E. Irby
My. James T. Jennings Chief
F. H. Hennighausen Water Rights Div.



PAGE -2-

MARCH 11, 1964 EXAMINER HEARING

-

CASE 3004: Application of Ambassador Oil Corporation for a unit agreement Lea County,
New Mexico. Applicant, in the above-siyled cause, seeks approval of the
) Pearsall Queen Sand Unit comprising 960 acres of State and Federal land in
/// Townships 17 and 18 South, Range 32 East, Lea County, New Mexico.

-~ CASE 3005: Application of Ambassador Oil Corporation for a waterflood project, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks authority to
institute a waterflood project in the Pearsall (Queen) Pool, Lea County
New Mexico, by the injection of water into the Queen formation through 5 wells,
located in Sections 4 and 5 Township 18 South, Range 32 East,

e

SE 3006: Application of Continental Oil Company for a waterflood project, Lea County,

\ New Mexico. Applicant. in the above-styled cause, seeks authority to institute
a waterflood project in the Pearsall (Queen) Pool, Lea County, New Mexico, by
the injection of water into the Queen formation through one well located in
Unit M of Section 33, Township 17 South, Range 32 East.

it
<
(]
~I]

Arriba County, New Mexico. Applicant, iii the above-styled cause, seeks approval
of the triple completion (conventional) of its Hoyt Well No. 2-5, located in
Unit L of Section 5, Township 26 North, Range 4 West, Rio Arriba County,

New Mexico, to produce gas from the Basin-Dakota and Blanco Mesaverde Gas

Pools and oil from an undesignated Gallup oil pool through parallel strings

of 2 1/16 inch, 1 1/2 inch, and one inch tubing, respectively.

CASE ! : Application of Consolidated 0il & Gas, Inc. for a triple completion, Rio

CASE 3008: Application of Phillips Petroleum Company for a triple completion, Lea County.
New Mexico. Applicant, in the above-styled cause, seeks approval of the
triple completion (conventional) of its Santa Fe Well No. 87, located in
Unit L of Section 31, Township 17 South, Range 35 East, Lea County, New Mexico,
to produce oil from the North Vacuum-Abo, Vacuum-Wolfcamp and Vacuum-Giorieta
Pools through parallel strings of 2 3/8-inch OD tubing.

CASE 3009: Application of Cities Service 0il Company for a dual completion, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks approval of the dual
completion (conventional) of its Owen No. 1 Well located in Unit P of Section
35, Township 21 South, Range 37 East, Lea County, New Mexico, to produce
0il from the Blinebry and Drinkard Oil Pools through parallel strings of 1%-
inch and 2 1/16-inch tubing, respectively.

CASE 3010: Application of R. C. Davoust for the expansion of a waterflood project,

Eddy County, New Mexico. Applicant, in the above-styled cause, as successor
to Stanton 0il Company, Ltd., seeks to expand the Turkey Track Pool Water-

flood Project authorized by Order No. R-1524. Said expansion would be
effected by the drilling of 11 water injection wells to the Queen formation
at certain unorthodox locations no nearer than 5 feet distance from any 40-
acre lot line in Section 34, Township 18 South, Range 29 East, and Section 3,
Township 19 South, Range 29 East, Eddy County, New Mexico.




Docket No. 7-64

DOCKET: EXAMINER HEARING - WEDNESDAY - MARCH 11, 1964

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

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

CASE 2988

CASE 2998

CASE 3001:

CASE 3002:

(Continued from the February 5, 1964 Examiner Hearing)

In the matter of the hearing called by the Oil Conservation Commission on
its own motion to permit George E. Willett and all other interested parties
to appear and show cause why the SDD Hare Weli No. 7, located 600 feet from
the South line and 1360 feet from the East line of Section 14, Township 29
North, Range 1l West, San Juan County, New Mexico, should not be plugged in
accordance with a Commission-approved plugging program.

(Continued frem the February 19, 1964 Examiner Hearing)

Application of Tenneco 0il Company for a gas well-water injection well, San
Juan County, New Mexico. Applicant, in the above-styled cause, seeks au-
thority to dually complete its Central Totah Unit Well No. 24 located in
Unit O of Section 11, Township 28 North, Range 13 West, San Juan County,
New Mexico, to produce gas from the Basin-Dakota Gas Pool through 1 1/2
inch tubing and to inject water into the Gallup formation, Totah-Gallup
0il Pool, through 2 1/16 inch tubing with separation of the zones by a
packer set at 5766 feet.

In the matter of the hearing called by the 0il Conservation Commission on
its own motion to permit 0. A, Peters and all interested parties to appear
and show cause why the Peters State Well No. 1, located 860 feet from the
South iine and 660 feet from the East line of Section 2, Township 1 North,
Range 20 East, De Baca County, New Mexico, should not be plugged in ac-
cordance with a Commission-approved plugging program.

Application of Pan American Petroleum Corporation for the creation of a new
gas pool and for special pool rules, Lea County, New Mexico. Applicant,

in the above-styled cause, seeks the creation of a new Lower Paddock Gas
Pool for its SMU Well No. 16, located in Unit O of Section 15, Township

24 South, Range 37 East, and the establishment of special pool rules there-
tor, including a provision for 320-acre spacing. Lea County, New Mexico.

CASE 2737 (Reopened): In the matter of Case No. 2737 being reopened pursuant to the

CASE 3003:

provisions of Order No. R-2429-A, which order established temporary 640-acre
spacing units for the White City-Pennsylvanian Gas Pool, Eddy 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 spacing
units.

Application of Cabot Corporation for the creation of a new oil pool and for
special pool rules, Chaves County, New Mexico. Applicant, in the above-
styled cause, seeks the creation of a new Bough "C" 0il Pool for its Signal
State Well No. 1, located in Unit A of Section 29, Township 8 South, Range
33 East, Chaves County, New Mexico, and for the establishment of temporary
pool rules therefor, including a provision for 80-acre proration units.
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Enclosed herewith is Eggmissipn Order No. R- “ > entered in Case .

‘ No. 3005, approving the (£eet &a e i OBz v cC Creetee Ebrer b
Water Flood Project. .

According to our calculations, when all of the authorized injection
wells have been placed on active injection, the maximum allowable which this
project will be eligible to receive under the provisiocns of Rule 701-E-3
is (30 barrels per day.

Please report any error in this calculated maximum allowable immediately,
both to the Santa Fe office of the Commission and the appropriate District
proration office.

In order that the allowable assigned to the project may be kept current,
and in order that the operator may fully benefit from the allowable provisions
of Rule 701, it behooves him to promptly notify both of the aforementioned
Commigsion offices by letter of any change in the status of wells in the project

~ares, i.e., when active injection commences, when additional injection or
producing wells are drilled, when additional wells are acquired through purchase
or unitization, when wells have recelved z response to water injection, etc.

Your cooperation in keeping the Commission so informed as to the status
of the project and the wells therein will be appreciated.

Very truly yours,

Jason Kellahin

cc: OCC - Hobbs A. L. PORTER, Jr.

Secretary-Director
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

'
IN THE MATTER OF THE HEARING /

CALLEL BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE Nou. _3005

order to. k- ZRTZ

APPLICATION OF AMBASSADOR OIL CORPORATION I e
FOR A WATERFLOOD PROJECT, LEA COUNTY, NEW ©
MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a. er
Mar<h 11 , 1964 , at Santa Fe, New Mexico, before Daniel S. Nutter ,
Etaminer-duly-appointed~-by-the-0il-Conservation Commission of-New
Mexico;~hereinafter-referrad-to-as—-the-4Commrisstior Y—4imr accordance
with-Rute-1214-of-the-Commission-Ruiles—-and Reguistions—

NOW, on this day of March , 1964 , the Commission,
a guorum being present, having considered the @ppbicebbomsotie testimony,

the record, axkdarxmxxduzEadx and the recommendations of the Examiner,

~——————=m—mm—————-—e—-=—-~ and being fully advised in the premises,

FINDS:
(1) That due public notice having been given as required by

law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the Pearsall Queen Sand Unit Agreement has been
approved by the Commission by Order No. Rﬁ;i;__: that the Pearsall
Queen Sand Unit Area comprises 960 acres, more or less, of State
and Federal land in Townships 17 and 18 South, Range 32 East, NMPM,
Lea County, New Mexico, as more fully described in said order.
| (3) That the applicant, Ambassador 0il Corporation, seeks

mission to institute a waterflood project in the Pearsall (Queen)
in the Pearsall Queen Sand Unit Area by the injection of water

Y Queen formation through five wells located within saidqd
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BEFORE THE « YL, CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER COF THE HEARING ?hétjg’

QS

CALLED BY THE OIL CONSERVATION S
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 3005

Order No. RﬂgéZEZjZE?
APPLICATION OF AMBASSADOR OII, CORPORATION z ') g
FOR A WATERFLOOD PROJECT, LEA COUNTY, NEW 7
MEXICO.
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ya

ORDER OF TEE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o‘clock a. fter
March 11 , 1964 , at Santa Fe, New Mexico, before Daniel S. Nutter ,
Betaminer-duly-appointed-by-the-8il-Conservation- commission-of-New-
Mexico-~hereinafter-referred-to-as-the-{Commisstion;*imr accordance
with-Ruite-12i4-of-the-€ommission-Ruies-and-Regquiations—

NOW, on this day of _ March , 1964 , the Commission,
a quorum being present, having considered the wppbtosbomxxthe testimony,
the record, axdosscomidtuwrmix and the recommendatvions o©of the Examiner,
——mmm——m——~m———e~~=~c and being fully advised in the premises,

FINDS:
(1) That due public notice having been given as required by

law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the Pearsall Queen Sand Unit Agreement has been
approved by the Commission by Order No. Rﬁ;i__~: that the Pearsall
Queen Sand Unit Area comprises 960 acres, more or less, of State
and Federal land in Townships 17 and 18 South, Range 32 East, NMPM,
Lea County, New Mexico, as more fully described in said oxder.
| (3) That the applicant, Ambassador 0il Corporation, seeks
permission to institute a waterflood project in the Pearssll (Queen)
Pool in the Pearsall RQueen Sand Unit Area by the injection of water
into the Queen formation through five wells located within said

unit area.
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{4) That the wedds—dn—the project area are in an advanced

| ” :
, state of depletion anqﬂshgulg éioperly be classified as "stripper‘

‘:wells.

n (5) That the proposed waterflood project is in the interes§

igof conservation and should result in recovery of otherwise unreco#—
E?erable oil, thereby preventing waste. |
ﬁ (6) That the subject application should be approved and
f‘the project should be governed by the provisions of Rule 701 of

u
|
!

| !

i . L .

i the Commission Rules and Regulations. ;

:

| |

! l

1]

; IT IS THEREFORE ORDERED:
(1) That the applicant, Ambassador 0Oil Corporation, is
| hereby authorized to institute a waterflood project in the Pearsall

{

?

Il (Queen) Pool in the Pearsall Queen Sand Unit Area by the 1n3ectlon
z Pubing and packer set imme. above Hie paisRone in

of waterf into the Queen formation througé(the following—-described
five wells:

TOWNSHIP 18 SOUTH, RANGE 32 EAST, NMPM,
LEA COUNTY, NEW MEXICO
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: (2) That the subject waterflood project shall be governed
i by the provisions of Rule 701 of the Commission Rules and Regula-
|

tions, including the allowable provisions thereof, and including

the provisions with respect to expansion of the waterflod proj-

(3) That monthly progress reports of the waterflood project

he”eln authorized shall be submitted to the Commission in accord-

ance with Rules 704 and 1119 of the Ccmmission Rules and Regula-

(4) That jurisdiction of this cause is retained for the

@entry of such further orders as the Commission may deem neces-
i
B
H

isary.

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




