CASE 3244: Application of JAMES E.

——— LOGAN for approval of the RAIN
y SPRING UNIT AGREEMENT, EDDY COUNTY
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June 16, 1965

¥r., K. M. Richardson
P. O. Box 819
Roswell, New Mexico
Res Rain Spring Unit
Eddy Counily, WNew Raxico
James E. Logan, Unit Operator

.2 .

-
T

ir. Bichardsons

K
"

The Commisai~ngs of Public Lands approved as of
Junzs 19, 1965, the Rain Spring Unit Agreement, Eddy County,
New Mexico, subject to like approvzl Ly the United States
Geological Survey.

We ars =2ncliosing six originally sionzl copies of
Certificate of Approval., Alsc guciosed is Official Receipt
Ho. H-15683 iz {he amount of Eighty~-Five ($85.00) Dollars, which
covers the filing fee.

After approval is obtained from the United States
Geological Survey of this unit, we will appreciate your furn-
ishing us with a completely conformed copy of this Unit Agreement.

Very truly yours,

GUYTOR B, HAYS
COMMISSIONER OF PUBLIC ILAMNDS

BY:
(Mr.) Ted Bilberry, Director
0il and Gas Departwent
GBH/MMR/4
Bnclosures
ccs United States Geological Survey
P, O, Drawer 1857, Roswell, New Mexico
Attention: Mr. John A, Anderson
011 Conservation Commission
P. O. Box 2088, Santa Fe, New Mevico
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| BEFURE THE OIL CONSERVATION COMMISSION
i O¥Y THE STATE OF NEW MEXICO |

il
Vi

ﬁxu THE MATTER OF THE HERARING

| CALLED BY THE OIL COMSERVATION
COMMISEION OF NEW MEXICO FOR
THR PURPOSE OF COSIDERING:

l
|

l
|
H CASE No. 3244

! Order No. R-2905
|

| APPLICATION OF JAMES E. LOGAN

FOR APPROVAL OF THE RAIN SPRING

UNIT AGRERMENT, EDDY COUNTY, NEW

MEXICO,
ORDER COF THE COMMISSION
HE SION s
This cause came on for hearing at 9 o'clock a.m. on anril 2§,
1965, at Santa Fe, New Mzvics, Liefore Examiner Daniel £, Nutter. '

¥e¥, on this__ Oth  5a; of May, 1965, the Coumirsion, a
guorun being present, having considersad ;he testimony, the record,
and the recommendations of the Examinerx, and belng Ffully advised
in the premisas=s,

FANDS

{1} That due public notice having been given as razquired by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

{ (2) That the applicant, Jamer 5. Logan, seeks arproval of
|| the Rain Spring Umit Agreement covering 10,542.00 acres, morxe or
less, of State, Federal)l and Fee lands described as followse:

|
EDDY COUNTY, NEW MEXICO |
TOWNEHIP 22 SOUTH, RANGE 24 BAST, HMPM 3
Bections 23 through 26: Aall ;
| Sections 35 and 36: All} i
i

{

]

{

!

|

TOWMSHIP 22 SQUTH, RANGE 25 EAST, NMPM
Sections 19 and 20: All

| Section 29: W/2

Sections 30 and 31: All

TOWNSHIP 23 SOUTH, RANMGE 24 EAST, NMPM

|

f Sections 1 and 2: All

I Sectiones 11 throuuh 14: All |
1

{
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" CASE No. 3244
| Orger bo. R-2905

j () Jbhar approval oi the proposed unit agreemnent shoulo
promote the prevention of waste and the protection of correlative ;
wrights within the unit axea. ?

IT I THEREFORE ORDIRLL:

i {1) That tus Raip Spring Unit agreement is heraby approved.}
| i
‘E (2) That the plan contained in said unit acgreement for the E
ﬂdevelopment and operation of the unit area ie& nereby approved in i
jprinciple as a proper congervation meaAsure; provided, however, |
' that notwithstanding any of the provielons contained in said unit
s agreement, this approvel shall net be considered as wailving or Z
|relinguishing, in any manner, any right, duty, ox obligation which!
}i: now, or may herxeafter te, vested in the Comrmission to superviseg
jjand control operaticns for the exploration and development of any i
§

! lande committes to the unit and vroduction cf oil or gas therefromi

; (3) That the unit operator shall file with the Commission |
an executed original or executed counterpart ¢f the unit agreementf
within 30 days after the effective date tnereci; that in the event!
of subsequent joinder by any party o sxpansicn or con

the unii agrea, the unit operatcer shall file with the Coamwmission
within 30 days thereafter counterparts of the unit agreement
frsflecting the subscription of those intereats having joined or
ratiiied.

)
i
]
2 a =7 1

{#) Tuat this orGer shall become erfective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
iState of New Mexico and the Director of the United States Geologi-
cal Survey: that this order shall terminate ipgo facto upon the
termination of said unit agreement; and that the last unit opera-
'tor shall notify the Commiseion immediately in writing of such
termination.

{(5) That jurisdiction of this cause is retained for the {
ientry of such further orderes as the Commiszion may deem necessary.

DONE at Santa Fe, Mew Mexico, on the day and year herein-
above desicgnated.

' STATE CF NEW MEXICO ‘
CONSERVATION C SSION ;

M., CAMPBELL,§Chairman

zﬁﬂ =

uav_c_ Mearmhny

“‘"" f
af /
116} (e

RTER, Jr., Hember & Secretary




i GOVERNOFH
JACK M. CAMPBEL.
CHAIRMAN

State of Netw Mexico

. il Conservation Commission
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LAND COMMISSIONER o v 3

GUYTON B. HAYS thf?»° iiiiiii?EZ?ﬁ;
MEMBER m SECRETARY - DIRECTOR

£, 0. BOX 2088
SANTA FE

May 7, 1965

No . 3244
er No. jr2905 '
]

icant:
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Mr. Randolph Richardson

Attorney at Law
J. P. white Building

i
Roswell, New Mexico JAMES E. LOGAN I

» O 0N
Rl
r3

+

Dear Sir:

re two copies of the above-referenced Com-

Enclosed herewith a
missicn order receintly entered in the subject case.

very truly yours,

Lz 7%2:::;ﬂA;ZZ¢/,
A. L., PORTER, Jr.
Sacretary-Director

ir/
carbon copy of order also sent to:

Hokbs 0OCC X
Artesia occ_*

Aztec OCC

OTHER




BEFORE THE OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO
APPLICATION FOR APPROVAL OF 7
RAIN SPRING UNIT AGREEMENT oo
EDDY COUNyY, NEW MEXICO v AT IR
Santa Fe, New Mexico
Comes the undersigned, James E, Logan, with offices at NMidland,
Texas, and files herewith one copy of the proposed Unit Agreement for
the development and operation of the Rain Spring Unit Area, Eddy County,
New Mexico, aml hereby makes application for the appraval of ssid Thit
Agraement as provided by law, and in suppori thereof, states:
1. That the prcposed unit arca covered by said agreement embraces
£2.00 acres of land, mors of less. wmora parbicularly dece
follows:

NEW MEXICO PRINCTPAY, MERIDIAN

Township 22 South, Range 2/ East,
Sections 23, 24, 25, 26, 35, 363 All

Township 22 South, Range 25 East,
Sections 19, 20, All

Section 29; W&

Sections 30, 31l: All

Towynship 23 South, Range 24 East,
Sections 1, 2, 11, 12, 13, 14; All

Containing 10,542.00 acres, more or less.

2. That of the lands embraced within the proposed unit area, 1272.64
acres are lands of the State of New Mexicos; 8949.36 acres are lands of the
United States; and 320.00 acres are patented or fee lands.

3. That application is being made for the designation of said unit
area and for the approval of the form of Unit Agreement by the Commissioner
of Public lands of the State of New MeXico,

4. That applicant is infoimed and believes, and upon such information

and belief states, that the proposed unit area contains all or substantially




all of the geological feature involved, and that in the event of the
discovery of oil or gas thereon, that sald Unit Agrcement will permit the
producing area to be developed and operated in Llhe interest of conservation
and the prevention of waste of the unitized substances.

5. That James E. Logan is designated as the Unit Operator in
said Unit Agreement, md as such is given authority under the terms there-
of to carry on all operations necessary for the development and operation
of the unit area for oil and gas subject to all applicable laws and regula-
tions. That said Unit Agreement provides for the drilling of an initial
test well to a depth sufficient to test the entire Pennsylvanian Sysiem
but that applicant is not obligated to drill said well, in any event 1o
a depth in excess of 10,500 feet.

-

4. Thal applicant balieves that in the event o
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quantities is discovered on the lands within the unit area, that the field
or area can be developed more economically and efficiently under the terms
of said Unit Agreement, to the end that the maximum recovery will be ob-
tained of unitized substances, and thet said Unit Agreement is in the
interest of conservation and prevention of waste as contemplated by the
New Mexico 0il Conservation Commission Statutes and regulations.

7. That upon an order being entered by the New Mexico 0il Con-
servation Commission approving said Unit Agreement, and after approval
thereof by the Commissioner of Public lLands of the State of New Mexico,
and after approval by the United States Department of Interior, an approved
copy will be filed with the New Mexico 0il Conservation Commission.

WHEREFORE, the undersigned applicant respectfully requests
that a nearing be held before an examiner on the matter of the approval
of said Unit Agreement, and that upon said hearing, said Unit Agreement

be approved by the New Mexico 0il Conservation Commission as being in




the interests of conservation and the prevention of waste.

E’El_ L Dated this lst day of April, 1965

E_ : Respectfully submitted,
[

;. S orer £ o

James E. logan ¢

W e

Randolph M. Richardson III
Attorney at Law

P. 0. Box 819

Roswell, New Mexico
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RAIN SPRING UNIT |

Eddy County, New Mexico
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INTRODUCTION

Thg following report is submitted in confirmation of
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which is the drilling of a 10,500' test in Section 24, T-22 =S, R-24-1E,
Thic proposed test well will adequately test all portions of the Permian
and Pennsylvanian reservoirs. The proposed unit i3 approximately
ten miles Southwest of Carlsbad, New Mezxzico; the geographic center
of the unit is near the Southeast corner of T-22-5, R-24-E, Eddy
County, New Mexico, The following described acreage will be included
within the gecgiraphical confines of the proposed unit:

T-22-5, R-24-E, Sections 23, 24, 25, 26, 35 and 36,

T-22-5, R-25-E, Secticns 19, 20, V//2 29, 30 and 31.

T-23-S, R-24-E, Sections 1, 2, 11, 12, 13 and 14,

GEOLOGY

Structural configuration as indicated on the enclosed map,
which has been contoured on the top of Cisco -Canyon, indicates the
proposed urit to be located on a structural anticline trending Morth=~ '
South. This prominent structural feature is substantiated by subsuriace
information obtained from wells which have penetrated the beds in the

immediate area of the propused unit. These indieations are further

Fvbsr B

L




"

vy
. v
4
4

substantiated by gravity meter suiveys as well as by surface work.

STRATIGRAPIHY

The Permian System is represented by approxzimately
8700* of sedimentary rock, The lithologle units are fermations of
the .Whitehorse and Delaware Mountain Groups of the Guadalupe
Series, the Bone Springs formation of the Leonard Series, and the
Wollcamp formation of the Wollcamp Series, |

The Pennsylvanian System consists of approxamateiy
2200% of sedil;nents of Cisco, Canyon, Strawn, Atcksa and Marrow
Series, The Cisco and Canyon Series consist predominately of
organic limestone showing definite evidence of reefing. The Strawn
Series is predominately badded ﬁmestone with minor interbedded
sands and shales. This section frequently contain-s zones of dolomite
and chert in its upper portion. The Atoka and Morrow Series arc
characterizéd by interbedded sands, shales and limestones. The
sandstone intervals of the Atoka and Morrow Series have been the

objective for numerous gas tests in this area over the period of the

last several years and these zones are productive within a five mile

- radius of the proposed unit.

The Missisippian System consists of approximately
350" of cherty limestones and dolomites of probably Meramac and
Osage Series age. The Kinderhookian Series is represented by
approximately 50 to 75* of Wooedford Shale. The Devonian System
consists of approximately 400! to 500! of cherty dolomite, This sec-
ilun ¢ountaing exeellent zones of porosity and permeability in its

upper extremeties and offers an excellent potential reservoir where
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these beds are encounterad on siracture,

PROSPECTIVE RUTTIAVIOIRS

Potential reservoirs within the vroposed unit have

becn deternined from an examination and correlation of electric

Y]

logs within the area. An evaluation of the scveral potential zones is

given below:

The RBene Sorings formation is considered to
spactive for g=a *wn’"""'f‘" The Franeling M1
Guadalune rocthill Umt Section 20, T-22-8, k-25-X
N » L4
flewed substantial gas frem 4 f‘O“'-(’“OO' it is antici-

~
138
P e T ~ kD
:;uuCu vl SCCwon bl uulu U comnieicia
.

5
nroductive if encountered ot a higher st 'uc’cural pcsition,

Pre-Permmian: The Pennsylvanian and Devorion forima-
tions ave cousiderad to be the primary cdjective of the
vroposad test well on this unit. The P¥crusylvanian zones
from wiich gas production is bzing obtained in the Indian
iIills Unit, in the Guif #1 Dackberry Iiills Unit, and {rom
tx Honoluln 1 Ticellittvick Cauyon unit inay all be
cuzzx.mze’: a8 prospeniive ronervoiyrs at the miucn uidher
ruuura position anticipated at the crest of the anti-
cmml ormaly within the confines of the proposed unit.
Such s:.r' ct ura advantage should assure commercial gas

production {rom one cr more of these zones.

]

he GQuXf #1 ».01 i Caverns Unit and the Northern Watuinl
s

#1 ricKittrick Hills Urit both have well-developed
wdstone sections of Miorrow Age. TL\, Noriaer:
atural Gas # .‘,cluttri\.k 1illg Unit tested substantial

ZU) my.
2o
.

quantitices of gas from a well=<developed sandstone within
A o Iy
this section., This same sandstcne section appears to be

4
.
d

well-daveleped in the Gul #1 North Caverns Unit, b

unfoitunately was not tested, Calculations imade from the
several logs run in this hole wm”f? indicate theat this sec-
tion is precductive of h_/arocaroons Eecause of these siows
and these well-developed sandsiones it is felt that these
secticus ray be produc.we aleng tae wast flank of the
structure mapped. Thesez flanking sandstones present an
execellent notential reservoir where they lap against the

structure on its west side.

Imte

Drillstem tests of tiie Devouian formation in wells

3

this area have not recovered substantial shows of oil and gas but
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thie recovery of substantial amounts of flnid from highly permeable

zones indicates a strong probability of encountering commercial
vonian production where these beds are encountered at a higher
structural position in association with the prominent surface
structure which has been mapped. These figures justify a test of
this formation at any lccation where the Mississippian shales are

encountered at a structurally khigh position.

WELL PROGNOSIS

to a total depin of 10, 5006°

al wilch polinl the WEll Wil wé il Usus o1
Upper Mississippian Age. It is zaticipated thatl this well will en~
niter the Done Springs at approximately 43007, Care should be
exercised that any shows of gas within this section be adequately
tested. The Abo formation is anticipated at aporoximately 5600°,
It is not expected that commercial shows wiil be found in this section.
However, since the Abo is knovwn to be a prolific producer in its reef
facies this section will be closely examined during the course of
drilling. It is anticipated that the well will encounter the Wolicamp
sand between 7500' and 7600",

Cne of the major objectives of this test well is the
Cisco-Canyon section, Because of the reef nature of these deposits,
this section may be encountered zs high as 8000'. Every aitention will
be given to the testing of any porous zones eucounterad in this reef

limestone section, the base of which is anticipated around 9000'. This

section is known to be productive of gas in the Indian Hills and Indian
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3 Buasin arceas. This sccetion nas likewise nod shows of oil in the area,

s The Lower Pennsylvanian scction fros 533010 10, 000! is expected
! /
E to consist chicfly of thin bedded limesiones and interbedaed sands and

shales. ‘The limestone and saudstone beds within this section are
poicutially productive aud will be carefully observed for shows and
mignt justify drillstermn tesis.

Ia the event that this well eacounters the top of thie I ississippian
siaie at a structural high position every coasideration must be given
tha well to adequately test the Devonizan formation which

~

suntered as hizh as 11,0
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cominercial shows will be found in any portion cf the Mississippian
section. The Devonian formation has been known to contain excellent

zones of porosity and may prove productive on structure,

~3

ol

RICONMMENDATIONS

"
¥

fhe geolacieal evidence of several typses confirming the ano-

malous position of this area justify the drilling of a test well to
venetrate the Bone Spring and Pennsylvanian sections. In the event
the proposed test should encaounter the Liississippian shale at a
structurally nizher position every consideration should be given to the

decpening of this well to adequately test the Devonisn formation. The

fo1<3

operator of this unit should have the privilege but not the obligation
of carrying the well into the Devonian formaticn if strong shows and
cther evidence appear to iustify this course of action.

The outline of tlis unit 25 n>w drawn differs somewnsat from

the original proposal, Sections 5, 8 and 17 of T-22-5, R-25-E was




E-‘;»;_ Leen deleted frow the unil as they did act sce: to be essentially
Y .~
S related geologieally in a favorable position on the structure. It

~

ons G,

~
O ONT 3

would have beor we included Seet

} T-22-5, T0-25-12 as well as Seetions 1, 12 and 13 of T-22-5, R-24-I
favorable positicn on the subsurface and
are likewise well located on the surface geolezy. The inclusion of

thaze sections within the unit was not poseible since all of {
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‘ R. M, RICHARDSON

OiL AND GAS LEASES — UNITIZATION -

L . FEDERAL - STATE - FEE
. S P. 0. BOX B19 -
F R - ~—
™ s - ROSWELL, NEW MEXICO Ores 505 ©22-8801

i . April 8, 1965 RE®. 505 622-7985

In Re: Rain Spring Unit Arsa, ig”
L Fddy County, New lexico ;\4
A
Secretary, .14%0/
New Yexico 0il Conservation Commission W4

State Land Office Building
Santa Fe, New Mexico

Dear Mr. Porter,
On behalf of Y¥r. James E. Logan of llidland, Texas, I am filing herewith
Application for Approval of the Rain Spring Unit, Bddy County, New llexico.

Attached to the Applicatio» is one cepy of the
Agreement.

e

] The Application of course contains the usual reguest for an Examiner
hearing before the Conservation Commission.

f Application has been made with the U. S. G. S. for designation of
: the Unit Area and for approval of the form of Unit Agreement.

Vrs. Rhea in the Commissionert!s office has also been furnished
with 2 copy of the Unit Agreement and a formal request for Approval.

g We will be sincerely appreciative if you wiil place tiis Unit on
your earliest Docket for an Examiner hearing, and please notify the
undersigned or Mr. James E. Logan, 503 iidland National Bank Bldg.
¥idland, Texas, as to the date of the hearing.

In the event you need anything more at this time, please do not
hesitate to let us know.

Thank you.

R. ¥. Richardsn

o

SOCKET MAILED
I
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; LEFORE THE OIL CONSERVATION COMMISSION
/ . OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

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

} ///fﬂ

CASE No. 3244

, ) L Ny
b <:/’///,//’// - L : Order No. R-_ KCAS
APPLICATION OF JAMES E. LOGAN

FOR APPROVAL OF THE EAIE SPRING
UNIT AGREEMENT, EDDY COUNTY, NEW MEXICO,

ORDER _OF THE COMMISSION

BY THE COMMISSICN:

This cause came on for hearing at 9 o’clcock a.m. on

and the recommendations of the Examiner, and being fully advised
in the premises,

f . April 28 , 1965 , at Santa Fe, New Mexico, before Examiner

. Daniel S. Nutter .

£ NOW, on this day of May 1965 , the Commission,
!i a quorum being present, naviuy considcrcd the tactimonv, the reccrgd,
#

FINDE ¢

et i

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

T T

(2) That the applicant, James E. Logan .
seeks approval of the Rain Spring Unit Agreement
State,
covering _10,.542.00 acres, more or less, of Federal lands
and Fee

described as follows:

EDDY COUNTY, NEW MEXICO
TOWNSHIP 22 SOUTH RANGE 24 EAST , NMPM
Sections 23 through 26: All .
Sections 35 and 36: All

TOWNSHIP 22 SOUTH, RANGE 25 EAST, NMPM
Sections 1% and 20: All

Section 29: W/2

Sections 30 and 31: All -~

TOWNSHIP 23 SOUTH, RANGE 24 EAST, NMPM
Sections 1 and 2: All
Sections 11 through 14: All .




(3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit arca,

IT IS THEREFORE ORDERED:

(1) That the Rain Spring Unit Agreement
is hereby approved.

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

that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and developmer: of any
lands committed tc the unit and production of o0il or gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the event
of subssguaent icinder by anv party or expansion or contraction of
the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparts of the unit agreement
reflecting the subscription i these interaests having joined or
ratified.

(4) That this order shail become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Maxico and the Director of the United States Geologi-
cal Survey; that this order shall terminate ipso facto upon the
termination of said unit agreement; and that the last unit opera-
tor shall notify the Commission immediately in writing of such
termination.

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

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

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




PAGE 1

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION

L Santa Fe, New Mexlco
. ; . April 28, 1965

EXAMINER  HEARING

IN THE MATTER OF: papplication of James E.

Logan for a unit agreement, Eddy County, New
Mexico.

Case No, 3244

PHONE 9823.3971

BANTA ¥X. N. M.

o

BEFORE: Daniel S. Nutter, Examiner.

TRANSCRIPT OF HEARING

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, N. M
PHONE 243 .6691

FARMINGTOM, N, M
PHONE 325.1182
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BEFORE THE
NI MEXICO OIL CONSERVATION COMMISSION
Santa ¥Fe, New Mexico
April 28, 1965

EXAMINER HEARING

m e emm me e e ems e vma wew e e emm m e emm ere —em e aem e

IN THE MATTER OF: Application of James L, )
Logan for a unit agrecment, Eddy County, New )
Mexico. Applicant, in the above-styled )
causc, secks approval of the Rain Spring Unit)
Area comprising 10,542.00 acres, more or less) Case 3244
of State, Federal and TIee lands in Townships )
22 and 23 South, Ranges 24 and 25 East, Eddy )
County, New Mexico,. )

RERTOART: Daniel S. Nutter., Examiner.

TRANSCRIPT OF HEARING

MR. NUTTER: We will call Case 3244,

MR, DURRETT: Application of James E. Logan for a unit
agreement, Eddy County, New Mexico.

MR. RICHARDSON: Randeolf M. Richardson from Roswell,
representing Mr. James E. Logan from liidland. We have one

witness and six exnibits.

(Whereupon, Applicant’s Exhibits 1
through 6 marked for identification.)

{(Witnhess sworn.)
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MR, DAVIS, called as a witness, having been first duly
n, was examined and testificd

FRLE

DIRECT EXAMINATION

BY MR. RICHARDSON:

Q Mr. Davis, have you ever testified before the 0il
Conscrvaticon Commission or an Examiner?

A Ho, sir.

0 For the Commission, could you state your educational
background and your present work and positions which would
qualify you to testify?

A I graduated from the University of Texas with a major

b
3
d3

eolegy in 19446: was emploved from 1946 to '48 as gecologist
bv Honolulu 0il Corporation; from 1948 to '53 in the capacity
of district aeoloaist for the same company; resigned, and was
employed as division geclogist for Monterey 0il Company, Midland,
Texas untii 1956. Since 1956 I have operated as an independent
consulting geologist in Midland.

MR. RICHARDSON: Are his qgualifications acceptable?

MR. NUTTER: Yes, sir.

0 Mr. Davis, you have before you a copy of a geological
report. Would you please go through and identify the contents
of the report, referring to the different exhibits that are in
the report as 1, 2, 3, 4, 5, 6; just briefly list them.

. Exhibit NHumber 1 is a written report giving written
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substantiation in detail concerned with the qeologic facts
used in substantiating this application.

Exhibit Number 2 is a structural contour map prepared from
well information on the top of the bDevonian formation, as
ecnountered in this area of Eaoy County.

Exhibit Number 3 1s a photo cony of surface work maping
down on the surface beds substantiating the presence of a
significant surface featurc at the location of the deep-seateca
Devonian feature.

Exhibit Number 4 is an isopac map between the Devonian or
Fourth Bone Spring sand in the Devonian formation, confirming
through an isopac the significant thinring over the area of the
Devonian feature, and of the surface feature.

Exhibit Number 5 is a mapr contourec on the Upper
Pennsylvanian carbonate reef, the major producing horizon at
Indian Basin, confirming that there is a significant build-up
of this carbonate pay zone in the area of the structure,
substantiated by the previous exhibits.

BExhibit Numbef 6 is an ecast-west crosé section runniug
from the Indian #ills producing area through the walt Canvon
producing area, across and thrcugh significant dry holes in the
Prospect arcea, ana over to the east.

Q Mr. Davis, was this report prepared by you?

A Yes, sir.
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0 Would vou please tell the lixaminer the approximate
geographical location of the proposed unit area and the total
nurmbker of acrecs involvea?

A The proposed unit area covers sections in the
scutheast quarter of Township 22 South, Range 24 East; sections

in Township 22 South, Range 25 East, and sections in the eastern

portion of Township 23 South, Range 24 East.

Q And the total number of acres in the unit and the

PRV

acreaqge belonging to each category, Federal, State and

DEFOSITIONS, MEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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[ SN
a> Patented?
(=&
%E A There are 10,542 acres in the described unit area, of
— z
as . . .
—= 2 which 84.89 percent consists of Fecderal lands, 12.07 percent
— =
e < . .
- as g are New !Mexico State lands, and 3.04 percen’ _.re Fee lands,
h — | &

0Q Now, Mr. Davis, could you refer to your written
aeological report, vour Exhihit Numher 1, and give the
Commission a resume of the report, as connected with, or tied
to wne different maps, and your conclusions and recommendations
as the the geological feature and structure involved?
A The Cisco Canyon formation, Pennsylvanian age, is a
_significant pay in the Indian Hills, Indian Basin Area.

Mapping on this horizon indicates local reefing or thickening

of this formation toc such a degree that it could bhe logically

anticipated that the formation would likewise he productive in

this area.
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The lower mapping on top of the Devonian, confirms the fact
that there’s a large und prominent structural feature beneath
this recfing in the upper formation. The mapping of an
isopac interval between the Permian formation and the deep-
seated Devonian formation, confirms the presence of a
significant thinning across this area; and further leads us to
believe that the several formations within the Pennsylvanian
should be productive in the unit area. All of this information

has been further substantiated by the surface mapping mentioned

| in mxhibit 2.
Q I believe it 1is Number 3.
A This surface work has been substantiated from aerial

photography. It has likewise been mapped and was published by

the United States Geolagical Survey in

—— 2

1962 which nublighed
mapping significantly agrees with this work.

Q In other words, Mr. Davis, your unit area is based not
only upon surface information, but the possibility of your Ciscq
Canyon being productive, your Morrow, and possibly your
Devonian?

Y Yes, sir.

0 Your initial proposedé test well 1is projected to what

A It's projected to a depth of 10,500, which should be

adequate to test all of the tkeds of Pennsylvanian age.

1o
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T e

extent by certain dry holes in the area. <Could you spot the
location, or refer to thouse dry holes as surrounding the unit
area, or their relation to the unit area?

A The dry holes surround the unit area, and the
information from these wells confirms the presence of this

feature.

ature. The Stanolind Number 1 Guadalupe Focthils Unit in
Section 20 is a significantly high well and is significantly
thin aqainst all regional characteristics. This well had
significant shows.

The Inman Number 1 Carnero Peak Unit in Section 31,
Township 22 South, Range 25 Bast, is likewise a high and
significantly thin well, which further substantiates the featurs

The Northern Natural Gas Numbexr 1 McKittrick Hills Federal,
Section 23, Township 22 South, Range 24 East is a further
significant control well which encountered gas, free gas from
zones within the Morrow.

Of further significance is the Gulf Number 1 Northern
Caverns Unit Well, Section 11, Township 23 South, Range 24
East. This well likewise encountered an excellent development
of the sands within the Morrow, and may possibly be indicative

of Morrow production in the area.

The Union Cowle Number 1 State in Section 30, Township 23

o

-

South, Range 25 East 1s likewisv a significanit contrel arcsa
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a well in the arca. 'This well, 1s again high aud Lhin, ang
likewise encountered free gas from zones within the Lower
Pennsylvanian,

0O ifr. Davis, has the unit area been designated by the
United States Geological Survey, the official unit designation
from Washington?

A Preliminary approval has been given. The application
is in Washington, and we are given to expect that it will be
returnea immediately approved.

Q lias the unit agreement bheen submitted to the
Commissioner of Public Lands for ihc Statc of New Mexico for
his approval?

A Yes, sir.

Q It has not been approveda though?
A No.
Q In your opinion, does the unit area cover all, or sub-

stantially all of the geological structure or feature involved
A In my opinion, the unit area as designated, covers
essentially all of the unit, geolcgically. Unfortunately, some

portion of the feature on its northern end has been previously

therefore, to be excluded from the unit.
4R. NUTTER: Is that the Walt Canyon Unit?

A Yes.

N

4
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SRLORUTTER:  Waabt particular acrcage were you referrin
to thoere that i3 in thoe Walt Canyonr?

A As you will sce from the structure map, the fecature
which we have mapped, does extend into the Section 13 of
Townsinlp 22 South, PRange 24 Zast: and likewise, it qoes extend
into Scction 18 of Township 22 South, Ranjge 23 Last.

MR. NUTTLR: And both of those scctions are in the
Walt Canyon?

A Yes, they are.

Q (By Myr. Richardson) Mr. Davis, the proposed location
is apparently to be towards the north end of the unit rather
thait theée center of the unit. I wonder 1f you could give the
Examiner a brief rcason, ovr hilstory as to why the location was
plcked toward the north end of the unit?

A Yes, sir. The location which we have chosen is, we
feel, an optimum location from the standpoint of geology from
all the evidence at our disposal. e don't feel that any well

hat has been drilled in the area to date has been located in
the most favorable position, as regards the surface feature, and
the suksurface feature; and we feel like the location that we've
chosen is at an optimum location.
MR, NWUTTER: What is that location?
A It will be in the scuthcast quarter of Section Z4,

Townsnip 22 South, Range 24 East.
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0O in your opinion, if this well should Lbe drilled in
i
this location and should pProduce the main cbiective of this

unit and test well is the Pennsylvanian; if it shoulq produce
in Section 24 to the nortn, there is also a Jgood POssibility
that the Southern nortion of the unit would also be productive,
is that right?

A Absolutely.

0 Well, in your opinion, if there is 3 discovery of

unitiz

N
0
R

iCes in raying quantities, will the unit

—_—

agreement and the utilization of this landg bpromote the orderly

and proper development of the producing area?

A Yes, sir.

Q Will the orderly ang Propcr development of the

Producing area be in the interect of COuservation and
Prevention of waste>

A It will,

Q And also in the event of a discovery in paying
quantities, will the State of New Mexico and the State

institutions owning the lang receive their fair share of

production?

A Yes, sir,

Q And in the event of discovery, what additional plans do
You heve for further drilling and development in the area?

A Well, it is anticipatied that if we are fo Orfunate ensuyh
— T 7 TEICEp - T
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2 to nake an cconomnic discovery here that orderly and roper,
z 5 I
o
z
: prudent Ggevelopment would take place in an orderly fashion,
B
Y following such completlion.
A4
%
3 MR. RICHARDSON That is all the testimony. My. Nutter
-8
=
S % it .
: 3 Do you have any aaditional questlons?
g %
[ i .
¥ 3 2R, NUTTER: pDia you plan on another witness?
R
¢ S
z Z MR RICHARDSON : No.
: 3
{ < % : 3 3
' I MR. HUTTER: Relating to the land matters —~
g 2
z ek
= 3 | MR, RICHARDSON * Lo. We could go into the exact acres
g =
* .
. . ; .
- % : ‘ MR. WUTTER: riaybe he could glve us +he AMOGUnLG cf
az - > i
. — 3 Q
as> 9 . . - .
= 8 0° commi tment ana so fortin.
, s !
= z < . " - .
cas . 8 yR. RICHARDSON: As far as the amcunt of comalthent, I%
—_—
= I 32
e = PN s . N
=) : 3 did not ask nim the percentages of commitment. Those are tne
‘a> § 8

Itotal unit area lanGs. We expect, that of the 10,542 acres ther
will be approximately 9,000 of it commitured. A1l cof the people
have becen contacted and there are; out of the 10,542 total acres
there is expected to be 999.35 that will not be committed.

MR. NUTTER: Wwhat was that figure again?

wR. RICHARDSON: 999.85 ot committed. i

MR. NUTTER: That's acres?

+sp. RICHARDSONW: Acres. A portion of that, some 440

acres 1is unlieased Feceral lanc on which a lease cannot be issued

am—
easmn—

rigitt now. The acreadge expected to be committed, and more Or

less alreacdy committed, 1is 9,542.15.
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. NUTTER: Lither comnltted or pleuqgod.

MR, NICHARESON: Committed or verpally »lecoed.

CROSS LXAMINATION

BY MR. NUTTER:
0 Mr. Davis, your structure extends down here on the
south part, your south dome there occupies a portion of Sections

6, 7 and 18. Why wasn't that particular acreage included in the

unit area?

28 That acreage, I should have mentioned tinat in answer
to the previous guesticn. A portion of that acreage is

pernaps involved with the feature. iHowever, that acreade has
been vreviously dedicated to Monsanto's Cueva Unit, which
bounds this unit on the east. Otherwise, we might have also
chosen to have included a portion of that within the unit of
SUr acres

0) The structure to the north is in the Walt Canyon and

he acreage on the soutneast is already in another unit?

A Yes.

0 What 1is the name of that unii?

A Cueva.

0 How do you spell that?

A Cueva, C-u-e-v-a.

MR. RICIARDSON: Those two units, Cueva and this one,

hit the United States Geological Survey about the same time for
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n of unit area; and the castern boundary of this
Rain Spring Unit is the west boundary of the Cueva Unit.
MR. NUTTER: I see. Are there any further questions

of Mr. Davis?

BY MR. DURRETT:

Q Mr. Davis, what are you going to test now, the

P

Devonian?

fmi it

A What we are proposing is that the initial test well will
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ey be drilled completely through the Pennsylvanian formation; to
a ‘=

EE encounter the top of the Mississippian, which is a reliable

. ey

-EE structure point. In the event the well structure position at

| S

33 that time confirms this geolocgical concept, it's anticipatea

hy —}

that we will want to take the well on into the Devonian. It
would be wise to do so.
Q Well, is the Devonian being uhitized -
MR. RICHARDSON: Yes.
Q -— as part of your unit agreement?

A Yes, sir.

Q The reason I was asking is that I noticed down here
in 11 and 12 of 23, 24, you have a couple of dry holes that

tested the Devonian, didn't they?

A Yes. sir. thev AirA. Theono wallas., howewer I atalatilebtolae
. b : r, nIcre

the Devonian at a much lower subsea data than we would
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anticivate that our well woula cencounter it. WwWe have every
reason to feel that a well drilled in our vroposea location
would not enly encounter th
cither of the two wells that you mentionea, bkut that it would
likewise encounter the Devonian at a aigher subsea cvata than
the Stanolind Guadalupe Foothills Union, or the Northern
INatural MceKittrick 1liills Federal acress tihe line in the next
twonship, 23.

lie have attempted to show thacv there is a very substantial
and prominent Devonian feature., We know that the Devonian in

1 > N . .
this area has porosit:

>
w H
< b

rf

B
R

can

[t

3 top and nas shiows, ant i1if W
encounter it at a higher structural position, it's completely
reasonable to anticinate that it wounld be productive.
Q This acreage wouldn't be in the participating area as

far as the Devonian goes then, under your agreement --

MR. RICHARDSCH: You mean the initial test well, or the
acreage to the soutn?

MR. DURRETT: VWwhat will be the participating acreage,
just rougihly, on your test well?

MR, RICHARDSON: It's the unit agreement reads:
"That acreage around the well whicih is reasonably proven
productive".

MR. DURRETT: It wouldn't be very far then?




MR, RICHARDSON: No, it would be expanded as

n| —

— s IR S 1 . 11 . &
AUULLLOIIAdL WELLD Wi Ju

)

L. -
1

illed, the participating area would be

]

expanded.

MR, DURRETT: Thank you, Mr. bavis, I think that's all
I have.

MR. NUTTER: This is a geological inference type of
participating area?

MR. RICHARDSON: Yes.

MR. NUTTER: Ancd the obligation is to drill through the

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS. EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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o entire Pennsylvanian, but not required to o more than 10,500
‘as
e= and if the Mississippian is high, then the operator would, in
-

L 'EE all likelihood, want to test the Devonian also.

. 23 A Yes, sir.

p -3

| 3

MR. RICHARDSON: Right.

MR. NUTTER: But tnhe Devonian is not an--

A It's not an obligatory objective.
MR. NUTTER: -- obligatory objective. Any further
questions of the witness? He may be excused.

(Witnhess excused.)

MR. NUTTER: Do you have anything further, Mr.
Richardson?

MR. RICHARDSON: No, sir.

MR. NUTTER: I don't think we have had these exhibits

offered vyet.
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through 6, Case 3244.

MR. NUTTER:

MR. NUTTER:
offer in Case 32447

and the hearing is ad

MR, RICHARDSON: We would like to offer Exhibits 1

be admitted in evidence.

PAGE 16

Applicant's Exhibits 1 through 6 will

(Whereupon, Applicant’'s Exhibits 1
through 6 were admitted in evidence.)

Does anyone bave anything they wish to
We will take the case under advisement,

journed.
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STATE OF MNEW MEXICO )
) S5
)

COUNTY OF BERNALTLLO

I, ADA DEARNLEY, Court Reporter, do hereby certify that
the forcgoing and attached transcript of proceedings before
the New Mexico 0Oil Conservation Commission Examiner at Santa
Fe, New Mexico, is a true and correct record to the bhest of
my knowledge, skill and ability.

IN WITNESS WHEREOF I have affixed my hand and notarial

seal this 1iZ2th day of May, 1965.

’(l C(, : ".(‘;, "(;—ﬂr-/‘c Vs /_c',z‘,//’/

Notary Public - Court Reporter
My Commission Expires:

June 19, 1967.

t the foregoing is

vhe r,:, ooy ﬁ‘ '\_,q

R P ..-* X3E 1 ot
he oo by oze /Z& e 1)657

X do hnreby .,rfl*y tha

P A.) (L’b‘[{l ar
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| : \\}\ b UNIT AGREEMENT ;o S
} BT [ FOR THE DEVELOPMENT AND OPERATION OF THE Ty -
| 0 RAIN SPRING UNIT AREA |

- EDDY COUNTY, NE# MEXICO ‘

MO, 3244

! THIS AGREEMENT, entered intv as of the lst day of April, 1965, by

; and between the parties subscribing, ratifying, or consenting hereto, and here-.
in referred to as the "parties hereto," ‘
o WITNESSETH:
WHEREAS, the parties héfeto are the owners of working, royalty or
other oil and gas interests in the unit area subject to this agreement; and,
WHEREAS, the Mineral Leasiné Act of February 25, 1920, L1 Stat. L37,
as aménded, 30 U.5.C. Sec. 181 et seq., authorizes Federal lessees and their
representatives to unite with each other, or jointly or separarely with others;
in collectively adopting and operating a cooperative or unit plan of development
£ any oil or éés pool, field, or like area, or any part thereof for
the’purpose of more proverly conserving the natural resources thereof whenever
deterﬁined and certified by the Secretary of the Interior to be necessary or
advisable in the\public interest; and,
r ' WJEREAS, the Cormissioner of Public Lands of the State of New Mexico is
. “authorized by an Act of the legislature (Sec. 7-11-39 N.M, Statutes 1953 Annotated)
to consent to or approve ‘this agreement on behalf of the State of New Mexico, inso-

! far as it covers and includes lands and mineral interests of the State of New

Mexico; and, |

WHEREAS, the 0il Conservation Commission of the State of New Mexico

is authorized by an Act of the Legislature .(Article 3, Chapter 65, Volume 9,

Part 2, 1953 Statutes) to approve this agreement and the consérvation provisions

hereof; and,
. . WHEﬁEAS, the parties hereto hold sufficient interests‘in thé Rain Spring

Unit Area covering the land hereinafter described to give reasonably effective

~control of operations therein; and,

oy LIUTDTAS
v

HERBAS, it is Uhe purpose of the parties hereto to conserve natural
resources, prevent waste, and secure otner beneilis obtainable through develop---

! " " ment and operation of the area subjest to this agreement under the terms,

g st s e 2t
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conditions and limitetions herein sct forth;
’ NOW, THEREFORE, in.consideration of the premiszes and the promises
herein contained, the parties hereto cocmmit to this agreement their respective
interests in the below-defined unit area, and agree severally among themselves
aé follows:

1. ENABLING.ACT AND REGULATIONS, The Mineral Leasing Act of
February'25, 1920, as amended, supra, and all valid pertinent regulations, '
ineluding operating and unit plan regulations, heretoforg issved thereunder or
valid, pertinent, and reasonable regulations hereafter issued thereunder are
accepted and made a part of this agreement as to Federal lands, provided such
regulaéions are not inconsistent with the terms of this agreement; and as to
State of New Mexico and privately owned lands, the il and gas operating regu-
ztions in offest 2= of the affective date hereof governing drilling and producing

operations, not incbnsistent with the terms hereof or the laws of the State of

‘New Mexico are hereby accepted and made a part of this agreement.

. onv

2. UNIT AREA. The area specified on the map attached hereto marked
Exhibit PAY is hereby designated and recognized as constituting the unit area,
containing 10,?&2.00 acres, more or less.

Exhibit ""A" shows, in addition to¢ the boundéry of the unit area, the
boundaries and identity of tracts and leases in said area to the extent known to

the Unit Oﬁerator. Exhibit "B" attached hereto is a schedule showing to the

. extent known to the Unit Operator the acreage, percentage, and kind of ownership

of oil'anﬁ gas interests in all land in the unit area. However, nothing herein
or in said schedule or map shall be construed as a representation by any party
heretc as to the ownership of any interest. other than such interest or interests
as are shown in said map or schedule as owned by such party. Exhibits "A" and
"Bf chall be reyvised by the Unit Operator whenever changes in the unit area
render such revision necessary, or when requested by the 0il and Gas Supefvisor,
hereinafter referred to as "Supervisor," or when requested by the Commissioner

of Public lands of the State of New Mexico, hereinafter referred to as "State
Land Commissioner," and not less than sevén copies of the revised exhibits

shall be filed with the Supervisor, and two (2) copies thereof shall be filed with
the State Land Commissioner and one (1) copy with the New Mexico 0il Conservation

Commission, hereinafter referred to as "State Commission."®
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The abova-described unit area shall when practicable be expanded to in-
clude therein any additional tract or tracts regarded as reasonably necessary
or advisable for the purposes of this agreement, or shall be contracted to ex-
¢lude lands not wifhin any participating area whenever such expansion or con-
traction is necessary vr advisable to conform with the purposes of this agree-
ment., Suchbexpansion or contraction shall be effected in the following madnner:

. (a) Unit COperator, on its own motion, or on demand of the Director of
tﬁe Geological Survey, hereinafter referred to as “Director," or on demand of
the State Land Commissioner, after preliminary concurrence by'the Director,
shall prepare a notice of éroposed expansion or contraction describing the con-
templated changes in the boundaries of the unit area, the reasons therefor, and
the proposed effective date thereoi, preferably the firstlday of a month suﬁse-
aquent to the date of notice.

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

(c) Upon expiration of the 30-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, .the State Land Com-
missioner and the State Commission evidence of mailing of the notice of
éxpansionAOt contraction and a copy of any objections thereto which have been
filed with the Unit Operator, together with an application in sufficient number,
for approval of such expansion or contraction and with appropriate‘jpindets.\

(d) After due consideration of all pertinent information, the expansion

or contraction shall, upon approval by the director, the State Land Commissioner

. and the State Commigsion, become effective as of the date prescribed in the

notice thereof.
(e) All legal subdivisions of unitized lands (f.e., 40 acres by Govern-
ment survey or its nearest lot or tract:equivalent in instances of irregular

surveys, however, vnusually large lots or tracts shall be considered in mul-
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tipies of 40U acres, or iuc uraresi aiiyuot equivale
elimination under this subsection), no parts of which are entitled to be in a

participating area within five years aftef the first day of the month following
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3. UNITIZED LAND AND UNITIZED SUBSTANCES. A21 land cormitted to this
agreerment shall censtitute land referred to herein Qs "unitized land" or Mand
subject to this agreerment.® Al)l oil and gas in any and all formations of tile
unitized land are unitized under the terms of this agreement and herein are 1
called "unitized substances,”

L. UNIT OPERATOR. James E, Logan with offices at Midland, Texes, is
hereby designated as Unit Operator and by signature hereto as Unit Operator cormits
to this agreement all interests in unitized substances vested in him and agrees and
consents to accept the duties and obligations of Unit Operator for discovery,
development and production of unjitized substances as herein provided, Whenever
reference is made herein to the Unit Operator, such reference means the Unit
Operator acting in that capacity and not as an owner of interest in unitized sub-

- interast sumer! «hen uneed hersin shall iu\.;u =
refer to Unit Operator as the owﬁer of a working interes}% when such an interest
is owned by him,

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have
Fhe right to resign at any time prior to the establishment of a participating
érea or areas hereunder, but such resignation shall not becore effective so as
to release Unit Operator from the duties and obligations of Unit Operator and
termiﬂate Unit Operator's rights as such for a periovd of six months after
notice of intention to resign has been served by Unit Opefator on all working
interest owners and the Director, the State Land Cormmissioner and State Com-
mission and until all wells then drilled hereunder are placed in a satisfactory
condition for suspension or abandonment whichever is required by the Supervisor
as to Federal lands and by the State Commission as to State and rrivately owned :
lands unless a new Unit Operator shall have been selected and approved and |

shall have taken over and assumed the duties and obligations of Unit Operator

" prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner and subject
to 1like limitations, as above provided, at any time a participating area estab-
lished hereurdsr is in existence, but, in all instances of resignation or removal,
unitil & successor Unit Uperator is selected and approved as hereinafter provided,
the working interest owners shall he jointly responsible for performance of the
duties of Unit Overator, and shall not later than 30 days beZfore such resignation
or removal vecomes effective appoint a common agent to represent them in any

action to be taken hereunder,
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The resignation of Unit Operator shall not release Unit Operator from
any liability for any default by it hereunder octurring prior to the effective dste
of 1its tesignatioﬁ.

‘ The Unit Operator may, upon default or failure in the performance of its

duties or obligations hereunder, be subject to removal by the same percentage

vote of the owners of working Interests determined i{n like manner as herein
provided for the selection of a new Unit Operator. Such removal shall be effec-
tive:upon notice thereof to the Director and the State Land Commissioner.

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title, or interest as the owner of a working interest or
other interest in unitized substances, but upon the resignation or removal of Unit
Operator becoming effective, such Unit Operator shall deliver possession of all
equipment, materials, and appurtenances used in conducting the unit operations
and owned by the working interest owners to the new duly qualiffed sueecessor
Unit Operator or to the owners thereof if no such new Unit Operator is elected,
tc be used for the purpose of conducting unit operations hereunder. Nothing
herein shall be construed as authorizing removal of any material, equipment
and Apputtenances needed for the preservation of any wells.

. 6., SUCCESSOR UNIT OPERATOR. Whenaver the Unit Operator zhall tender
hiﬁ or its resignation as Unit Operator, or shall be removea as bereinabove
pgovided,'or a change of unit operator 1s negotiated by working ipterest owners,

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

*. according to their respective acreage interests in such participating area or

areas, or until a participating area shall have been established, the cwners of
the wofking interests according to their respective acreage interests in all
unitized land, shail by majority vﬁte select a successor Unit Operator; provided
that, 1f a majority but less than 75 per cent of the working interests qualified to
vote are owned by one party to this agreement, a concurring vote of one or mﬁre
additional working interest owners shall be required to select a new oper#tor.
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

(h) the nelectinn shall have been filed with the stervisor and sanroved

LA




by the State land Commissioner. If no successor Unit Operator is selected and

qualified as hersin provided, the Director and State Land Comalissioner at their

P

election may declare this Unit Agreaement terminated,

14

y"f L . 7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMLNT, If the Unit

| Operator is not the sole owner of working interests, costs and expenses incurred
by Unit Operator in conducting unit operations hereunder shall be paid and
appantioned among and borne by the owners of working interests, all in

accordance with the agreement or agreements entered into by and between the

Unit Operator and the owners of working interests, whether one or more, separately
or collectively, Any agreement or agreements entered into between the working

interest owners and the Unit Cperator as provided in this asection, whether one

or more. arc Leicia referred to as the "unit operating agreement," Such unit

‘operating agreement shall also provide the zmigner in which the working interest

owners shall be entitled to receive their respective proportionate and allocated

share of the benefits accruing hereto in conformity with their underlying i

operating agreements, leases, or cther independent contracts, and such other

e e e e MR T A

" rights and obligations as between Unit Operator and the working interest owmers

! ‘as may be agreed upon by Unit Operator and the working interest owners; however,

no such unit operating agreement shall be deemed gither to modify any of the

terms and conditions of this unit agreement or tc relieve the Unit Operator of

any right or obligation established under this unit agreement, and in case of

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

agreemsnt, this unit agreement shall prevail., Three (3) true copies of any unit
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operating agreement executed pursuant to this section should be filed with the
Supervieor and one (1) true copy with the Statz Land Commissioner, prior to
approval of this unit asgreement by the Director.

8., RIGHTS AND OBLIGATIONS OF UNIT OPERATOR, Except as otherwise

specifically provided herein, the exclusive right, privilege, and duty of exer- !
| cising any and all rights of the parties hereto which are nécessary or convenient

? for prospecting for, producing, storihg, allocating, and distributing the unitized

substances are hereby delegated to and shall he evercised by the Unit Operator as
: herein provided, Acceptable evidence of title to said rights shall be deposited

with szid Unit Operator and, together with this agreement, shall constitute and




define the rights, privileges, and oblizaticns of Unit Operator. Nothing herein;

however, shall be construed to transfer title to any land or to any lease or opsrat-
ing agreement, it beinz understood that under this agreement the Unijt Operator, in
its capzcity as Unit Operator, shall exercise the rights of possession and use
vested in the parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six months after the effective date
herecf, the Un.it Operator shall begin to drill an adequate test well at a location
approved by the Supervisor if on Federal land or by the State Land Cormissioner if

on State land, or by the State Commission if on privately owned land, unless on

Lerms hereof. and

such effective date a well is being drilled conformably with the t

-

thereafter continue such drilliing diligently un’oll the entlre Pennsylvanlan system

has been tested, or uwntil at a lesser depth unlt:_aed substances shall b dis-
covered which can be produced in paying ouantltles (to-wit: gquantities sufficient
to‘repay the costs of drilling and producing operations, with a reasonable profit)
or the Unit Operator shall at any time establish to the satisfaction of the
Supervisor if on Federal land, or the State Land Commissioner if on State

land, or of the State Cormission if on privately cwned land, that further

_drilling of said well would be urwarranted or impracticable; provided however, that

Unit Operator shall not in any event be required to drill said well to a depth in

xcess of 10,500 feet. Until the discovery of a deposit of unitized substances cap-

able of being pl:;uééd in paying quantities, the Unit Operator shail continue drill-
ing diligently one well =t a timey allowing not more than six months between the
completion of one well and the begihning of the next well, until a well capzble of:
producing wnitized substances in paying quantities is completed to the satisfaction
of said Supervisor if it be on Federal land or of the State Land Cormissioner if on
State land or the State Commission if on privately owned land or until it is reason-

ably proved that the unitized Jand is incapable of producing unitized substances in

Paying guantities in the formations drilled hereunder. Nothing in this section

sh213 be deemed to limit the right of the Unit Operator to resign as provided in
Section 5 hereof, or as requiring Unit Operator to comience or continue any

drilling during the period pending such resignstion becoming effective in oxrder

to comply with the requirements of this section. The Director and State Land




shall be modified or supplemented when necessary to meet changed conditioms,

Commissioner may modify the drilling requirements of this seciion by granting
reasonabla extensions of time when, in their opinion, such action {s warranted,

Upon failure to comply with the drilling provisions of this ssction, the
Director and State Land Commissioner may, after reasonable notice to the imit
Operator, and each working interest owner, lessee, and lessor at their last
known addresses, declare this unit agreement terminated,

10. PLAN OF FURTHER DEVELOPMENT AND~0PERATION. within six wmonths after
completion of a well capable of producing unitized subsiances in paying quantities
the Unit Operator shall submit for the approval of the Supervisor aud the State
Land Commisaioner an acceptable plan of development and operation for the unitized
land which, when approved by the Supervisor and the State Land Commfgsioner, shall
constitute the further drilling and operating obligations of the Unit Operator
under this agreement for the pcriod specified therein, Theteafter, from time
to time before the expiratioﬂ of any existing plan, the Unit Operator shall
submit for the approval of the Supervisor and the State Land Commissioner a plan
for an additional specified period for the deveiopuwent aad cpcretion of thé
wnitized land, Any plan submitted pufsuant to this section shall provide for the
exploration of the unitized area and for the diligent drilling necassary for
determination of the area or-areas thereof capable of producing unitized substances

in paying quantities in each and every productive formation and shall be es

complete and adequate as the Supervisor and the State Land Commissioner may
determine to be necessary for timely development and proper conservation of the
oll and\gas resources of the unitized area and shall:

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

{(b) ¢to ;he extent practicable specify the cperating practices regarded as
necessary aﬁd advisable for the proper conservation of natural resources, Sepa-
rate plans may be submitted for separate productive zoneg, subject to the

approval of the Supervisor and the State Land Commissioner, Said plan or plans

or to protect the interests of all parties to this agreement, Reasonable diligence
shall be exercised in complying with the obligations of the approved plan-of develop-

ment. The Supervisor and State Land Commissioaer are azthorized to grant a
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reasonable extension of the six-month period nerclu p:esﬂ'!hedvfor submission
of an inftial plan of development where asuch action {8 justified because ofb
unusual conditions or circumstances, After completion hereunder of a well capable
of producing any unitized substance in paying quantitfes, no further wells, except
such as may be necessary to afford protection against operatlons.not under this
agreement or such as may be specificzlly snproved by the Supervisor and‘the
State Land Commissioner shall be drilled except In accordance with a plan of
development apprvoved as herein provided,

11. PARTICIPATION AFTER DISCOVERY, Upon completion of a well'capable

of producing unitized substances in paying quantities, the Unit Operator shall

within the month of such completion, if practicabie, or &s soon thereafter as

required by the Supervisor or the State Land Commissioner submit for approval

by the Director and the State Land Commissioner a schedule, based on sub-
divisions of the public land survey or aliquot parts thereof of all unitized

land then regarded ss reasonably proved to be productive or unitized substances
in paying quantities; all lands in sald schedule on approval »f the Director

and the State Land Commissioner to constitute a participating area, effective

as of the date of completion of such well or the effective date of the unit
agreement, whicﬁever is later, The acreages of both Federal and non-Federal
lands shall be based uéon appropriate computations from the courses and distances
‘shown on the last approved public land survey as of the effective date of the
initinl participating area. Sa}d schedule also shall set forth the percentage of
unitized substances to be allocated as herein provided to each unitized tract in

the participating area so established, and shall govern the allocation of production

from and after the date the participating area becomes effective, A separate parti-

cipating area shall be established in like manner for each separate pool or deposit -

" of unitized substances or for any group thereo{ produced as a single pool or zone,

anﬁ ény two or more participating areas so established may be combiﬁed into one
with the conseﬁt of the owners of all working interests in the lands within the
participating areas so to be combined, on approval of the Director and the State
Land Commissioner.- The participating area or areas so established shall be revised
from time to time, subject to like approval, whenever such action appears proper
as a result of further drilling operations or otherwise, to include gdditional

r

iaad then regarded as reasonably proved to be productive in paying quantities,
£ paying q
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or to exclude land then regarded as reasonably proved not to be productive in
paying quantitias and the percentuge of allocation shall also be revised accore
dingly, The effective date of any revision shall be the first of the month in
which is obtained the knowledge or information on which such revision is predicated,
provided, however, that a more appropriate affactive datec may be used if justified
by the Unit Operator and approved by the Director snd the State Land Commissioner,
No land shall be excluded from a participating area on account of depletion of
the unitized substances,

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

In the absence of agreement at any time between the Unit Operator and
the Dirzctor and the State Lauwd Cummissioner as to the proper definition or
redefinition of a participating area, or until a participatine area has, or éreas
have, been established as provided herein, the portion of all payments affected

thereby may be impounded in a manner mutually acceptable to the owners of

- working interests, except ro&alties due the United Stetes and the State of New

Mexico, which shall be determined by the Supervisor for Federal lands and the
State Land Commissioner for State lands and the State Commission as to
privately owned lands and the amount thereof deposited, as directed by the Super-
visor aﬁd the State Land Commissioner respectively, to be held as unearned
money until a participating area is finally approved and then applied as earned
Qr returned in accordance with a determination of the sum due as Federal and
Staté royalty on the basis of such approved participating area. |
Whenever it is determined, subject to the approval of the Supervisor, as
to wells drilled on Federal land and of the State Land Commissioner as to wells
drilléd on State land and the State Commission as to wells on privately owned
Iands,-that a well dr.lled under this agreement is not capable of production
in paving auantities znd inclusion of the land on which it is situated in a
particinating area fa wnwarvented eroducticn £rem such well shall, for the pur-

poses of settlement among all parties other than working interest owners, be

-11-
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allocated to the land on which the well is located so long as such land is not
within a participating area established for the pool or deposift from which such
production is obtained., Settlement for working interest benefits from such a well
shall be made as provided in the unit operating agreemert.

12, ALLOCATICN OF PRODUCTION. All unitized substances produced from
each participating area esteblished under this agreement, except any part thereof
used in conformity with good operating practices within the unitized area fox
drilling, operating. camm and other production or development purposes, for
repressuring or recycling in accordance with a plan of development approved by
the Supervisor, and State Land Commissioner and the State Commission, or
unavoidably lost, shall be deemed to be produced equally on an acreage basis
from the several ﬁracts of unitized iand of the participating arca sotabliched for

guch production and, for the purpose of determining any benefits accruing under

this agreement, each such tract of unitized land shall have allocated to it such

percentage of said production as the number of acres of such tract inciuded ia

saiv parlicipailis avéa Loars to tho izl zozon 2f enttdnad land in eaid nartiel-
pating area, except that allocation of production hereunder for purposes other
than fér settlement of the royalty, overriding royalty, or payment out of pro-‘
duction obligations of the respective working intereét owners, shall be on the
basis prescribed in the unit operating agreement whether in.conformity with

the basis of allocation herein set forth or otherwise. It is hereby agreed that
production of unitized substances from a participating area shall be sllocated

as provided herein regardless of whether any wells are drilled on any particular
part or tract of said participating area, If any gas produced from one partici-
pating area is usea for repressuring or recycling purposes in another partici-

pating area, the first gas withdrawn from such last-ment{oned participating

“area for sale during the life of this agreement shall be considered to be the gas

80 transferred until an amount equal to that transferred shall be so produced
for sale and such gas shall be allocated to the participating area from which
initially preduced as constituted at the time of such final productionm.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS,
Any party or parties hereto owning or controlling the working interests in any

unitized land having thereon a regular well location may with the approval of

-12-
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the'Supervtsor &8 to Federal land, the State Land Comnissioner as to State land,
and the State Commission as to privately owned land, and subject to tha pro-
visions of the Unit Operating Agreement, at such party's or parties' sole risk,
costs, and expense drill a well at such location on such land to teét any forma-
tion for which a participating area has been established {f such location is

not within said participating area, unless within 90 days of receipt of notice
from said party of his Intention to driil the wéll the Unit Operator elects and
commences to drill esuch & well in like manner as other wells are drilled by the
Unit QOperator under this agreement.

If any well drilled as aforesaid by a working interest owner resulte in
production such that the land upon which it ie situated may properly be included
in & participating area, such perticipating area shall be established or enlarged
as prov{ded 15 this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terﬁs of this agreement and the unit opera-
ting agreemént. ' i

If any well drilled as afareaatd b+ 3 HoiKiug interest owner obtains pro- |
duction in quantities Iinsufficlent to Justify the inclusion in 3z participating area
of the land upon which such well is situated, such well may be operated and
producéd by the farty drilliﬁg the same subject to tﬁe conservation requirements
of thig agreement., The royalties in amount or valué of pro&uction from any
such well shall be paid 28 specified in the underlying lease and agreements
affected,

ié. ROYALTY SETTLEMENT, The United States and the State of New Mexico
and all royalty owners who, under existing contract, are entitled to take in
kind a share of the substances now unitized hereunder produced from any tract,
shall hereafter be entitled to the right to take in kind their share of the unitized
substances allocated to such tract, and Unlt Operator, or in case of the operation
of a well by a working inﬁerést owner as herein in special cases proyided for,
such working interest owner, shall make deliverieé of such royalty share taken
in conformity with the applicsble contracts, laws and regulations. ‘Settlement
for royalty interest not taken in kind shall be made by working interest owners
responsible therefor under exizting coniracts, laws and regulations on or before

the last day of each month for unitized substances preduczd diiving the preceding

~13.



calendar month; provided, however, that nothing herein contained shall operste
; to relieve the lessees of any land from their respective lesss obligations for the
payment of any royalties due under their leases,
If'gas obtained from lands not subject to this agreement is introduced
E into any participating area hereunder, for use in repressuring, stimulation of

) . production, or increasing ultimate recovery, which shall be in conformity with

a plan first approved by the Supervisor, the Stzte Land Commissioner, and the
State Commission, & like amount of gas, after settlement as hereiln praovided
for any gas transferred from any other participating area and with due allow-
ance for loss or depletion from any cause, may be withdrawn from the formation
into which the.gas was introduced, royalty free as to dry gas, but not as to

the products extracted therefrom; provided that such withdrawal shall be at such

time as‘may be provided in the plan of operations or as wmay otherwise be consented

to by the Supervisor, the State Land Commissioner and the State Commission as

conforming to good petrolieuin cuginscring practice: and provided further, that such

right of withdrawal shall terminate on the termination of this unit agreement,
Royalty due the United States shall be computed as provided in the

! operating regulations and paid in value or delivered in kind as to all unitized

substances on the basis of tﬁe amounts thereof. allocated to unitized Federal

land as provided herein at the rates specified in the respecéive Federal leases,

or at such lower rate or rates as may be authorized by laQ or regulations;

provided, that for leases on which the royalty rate depends on the daily average

production per well, said average production shall be determined in accordance

with the operating regulations as though each participating area were a single

consolidated lease,

Royalty due on account of State of New Mexlco and privately owned lands,
shall be computed and paid as to all unitized substances on the basis of the

amounts allocated to such lands,

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases

committed hereto shall be paid by working interest owners responsible therefor

under existing contracts, laws, and regulations, provided that nothing herein

contained shall operate to reiieve the lessces of any land from their respective

lease obligations for the payment of any rental or minimum royalty in lieu thereof

A
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due under theilr leases, Rental or minfimum royalety for lands of the United States

subject to this agreement shall be paid at the rate specified in the respective
leases from the United States unless such rental or minimum royalty is waived,
suspended, or reduced by law or by approval of the Secretary or his duly authorized
representative,

Rentals on State of New Mexico lands subject to this agreement shail be
paid at th: rates specified in the respective leases,

With respecﬁ to any lease on non-Federal land containing provisions
which would terminate such lease unless drilling operations were within the
time therein specified commenced upon the land covered thereby or rentals
pald for the privilege of deferring such drilling operations, the rentals required
thereby shall, notwithstanding any other provision of this agreement, be deemed
to accrue and become payable during the term therof as extended by this agree-
ment and thereafter until the required drilling operations are commenced upon the
land covered thereby or some portion of such land is included within = partici-
pating area,

16, CONSERVATION, Operations hercunder and produciion of unitized :
8 ubgtances shall be conducted to pro@ide for the most economical and efffcient
recovery of sai& substances without waste, as define& by or pursuant to State or
Federal law or regulaticn.

17. DRAINAGE, The Unit Cperator shall take apptﬁpriate and adequate
measures to prevent drainage of unitized substances from unitized land by-welle
on land not subject to this aggeement, or, with prior consent of the Director and
the State Land Cormmissioner, pursuant to applicable regulations pay a fair and
reasonable compensatory royalty as determined by the Supervisor for Federal
lands or as approved by the State Land Commissioner for New Mexico State lands.

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

and provisions of all leases, subleases and other contracts relating to explor-

ation, drilling, .development or operations for oil or gas on lands committed to
this agreement are hereby expressly modified and amended to the extent necessary to
make the same conform to the provisions hereof, but otherwise to remain in full
force and effect; and the parties hereto hereby consent that the Secretary as to

Federal leases and the State Land Commissioner a7 to State leases shall and each

~15-
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by his approval hereof, or by the approval hereof by his duly authorized repre-
sentative, does hereby establish, alter, change or revoke the drilling, producing,
rental, minimum royalty and royalty requirements of Federal and State leases
committed hereto and the r~aulations in respect tlersts o cvniorm said requirements
to the provisions of this agreement and, 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 fuil 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 development of °
any particular part or tract of the unit area, notwithstanding anything to the con-
trary in any lease, operating agreement or other contract by and between the parties
hereto, or their respective predecessors in interest, or az2ny of {hem.

(b) Drilling and prpducing operations performed hereunder upon any tract
of unitized lands =111 Lz aluepied and deemed to be performed upon and fer the
benefit of each and every tract of unitized land, and no lease shali be deemed to
expire by reasoin of failure to drill or produce wells situated on the land therein
embraced.

(c) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or consent of the Secretary and the State Land Commissioner
or their duly authorized representative, shall be deemed to constitute such
suspension pursuant to such direction or consent as to each and évery tract of
unitized land.

{d) Each lease, sublease or contract relating to the exploration, drill-

'ing, development or operation for oil or gas of lands, other than those of the

United States and State of New Mexico, committéd to this agreement, which, by its
terms might expire prior to the termination of this agreement, is hereby extended
beyond any such term so provided therein so that it shall be coﬁtinued in full
force and effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any re-
newal thereof or any part of such lease which is made subject to this agreement

shall continue in force beyond the term provided therein until the termination
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hereof, Any other Federal lease committed hereto shall continue in force beyond
the term so provided therein or by law as to the land committed so long as such
lease remains subject hereto, provided that production is had in paying quantities
under this unit agreement prior to the expiration date of the term of such lease,
or in the event actual drilling operations are commenced on unitized land, in
accordance with the provisions of this agreement, prior to the end of the priﬁary
term of such lease and are being diligently prosecuted at that time, such lease
shall be extended for two years and so long thereafter as oil or gas 1is produced
in paying quantities in accordance with the provisions of the Mineral Leasing

Act Revision of 1960.

(£) Each sublease or contract relating to the operation and development
of unitized substances from lands of the United States committedAto this agree-
ment, which by its terms would expire priof to the time at which the underlying
lease, as extended by the immediately preceding paragranh. will expire ic harshy
extended beyond any such ferm so provided therein so that it shall be continued in
full force and effect for and during the term of the underlying lease as such term
is herein extended.

(g) 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 termination hereof.

(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 the

Mineral Leasing Act, as amended by the Act of September 2, 1960, (74 Stat. 781-784):

* "Any (Federal) lease heretofore or hereafter committco. o any such (unit) plan

embracing lands that are in part within and in part outside of the area covered
by any such plan shall be se~ .gated into separate leases as to the land committed
and the 1and§ not committed as of the effective date of unitization: Provided,
however, that any such lease as to the nonunitized portion shall continue in force

and effect for the term thereof but for not less than two years from the date of

-such segregation and so long thereafter as oil or gas is produced in paying

quantities."

-17-
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(1) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as to the portion
committed and the portion not committed, and tha provisions of such lease sha'l
apply separately to such segregated portions commencing as of the effective date
hereof; provided, however, notwithstanding any of the provisions of this agree-
ment to the contrary, any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto shall continue in full force ana
effect beyond the term provided therein as to all lands embraced in such lease,
if oil or gas {s discovered and is capable of being produced in paying quantities
from some part of the lands embraced in such lease at the expiration of the
secondary term of such lease; or if, at the expiration of the secondary term, the
Lessee or the Unit Operator is then engaged in bona fide drilling or reworking
operations on some part of the lands embraced in such lease, the same, as to all
lands embraced therein, shall remain in full force and effect so long as such
operations are being diligently prosecuted, and if they result in the production
of oil or gas, sald lease shall continue in full force and effect as to all the
lands embraced therein, so long thereafter as oil or gas in paving quantities is
being produced from any portion of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to
be covenants running witi 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 hereto shali
be and hereby is conditioned upon the assumption of all privileges and.obligations
hereunder by the grantee, transferee or other successor in interest. No assign-
ment or transfer of any working interest, royalty or other interest subject hereto
shall be binding upon Unit Operator until the first day of the calendar month
after Unit Operator is furnished Vith fhe_original, photostatic or certified copy
of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon
approval by the Director and the State Land Commissioner or their duly authorized
representatives as of the date of approval by the Director and shall terminate five
(5) years from said effective daté unless:

(a) such date of expiration is extended by the Director and the State
Lan cz=issioner, of

(b)

it is reasonably determined prior to the expiration of the fixed
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term or any extension thereof that the unitized land {s incopable of production
of unitized substances in paying quantities in the forrations tested hereunder
and afrne notiea of {ntention to terminate the asreecment on such ground i{s given
by the Unit Operator to all parties in interest at their last known addresses,
the agreement is terminated with the approval of the Directer and State Land
Commissioner, or

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

(d) 1t is terminated as heretofore provided in this agreement. This
agreement may be terminated at any time by not less than 75 per centum, on an
acreage basis, of the owners of working interests signatory hereto, with the
approval of the Director and State Land Commlissioner; notice of any such approval
to be given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION, The Director is
hereby vested with authority to alter or modify from time to time in his discre-
tion the quantity and rate of production under this agreement when such quantity
and rate 1s not fixed pursuant éo Federal or State law or does not conform to
any state-wide voluntary conservation or allocation program which is established,
recognized and generally adhered to by the majority of operators in such State,
such authority being hereby limited to aiteratton or modification in the publie
interest, the purpose thereof and the public interest to be served thereby to be
stated in the order of alteration or modification., Without regard to the fore-
going, the Director is also hereby vested with authority to alter or modify from
time to time at his discretion the rate of prospecting and development and the
quantity and rate of production under this agreement when such alteration or

modification is in the interest of attaining the conservation cbjectives stated

-19-
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fa this agreement and is not in violation of any applicable Pederal or State law;
provided further that no such alteration or wedification shall be effective as to
any land of the State of New Mexico as to the rate of prospectirig and developing
in the absence of the specific written approval thereof by the State Land Gommis-
sioner and as to the lends of the State of New Mexice or privately owned lands
subject to this agreement as to the quantity and rate of producticon in ilic absence
cf apecific written approval thereof by the State Commission.

Powers in this section vested in the Director shall only be exercised
after notice to Unit Operator and opportunity for hearing to be held not less then
fifteen (15) days from notice.

22, CONFLICT OF SUPERVISION, Neither the Unit Operator nor the working
interest cwners nor any of them shall be subject to any forfeiture K rermiratisn
or expiration of any rights hereunder or under any leases or contracts subject
hereto, or to any penalty or liability on accouﬁt of delay or failure in whole
or in part to comply with any applicable provision thereof to the extent that the
Unit Operator, working interest uwners or any of them are hindered, delayed or
prevented from complying therewith by reascn of fallure of the Unit Qperator to
obtain in the exercise of due diligence, the concurrence of proper representatives
of the United States and proper representatives of the State of New Mexico in and
about any mattérs or thing concerning which it is required herein that such
concurrence be obtained., The parties hereto, incliuding the State Commission,
agree that ali powers and authority vested in the State Commission in and by any
provisions of this agreement are vested in the State Cormission and sh;ll be
exercised by it pursuant to thé 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 laws of the State of New Mexicr,

23. APPEARANCES., Unit Operator shall, after notice to other parties
affected, have the right to appear for and on behalf of any and all interests
affected hereby before the Depsrtmenticf Interior, the Commissioner of Public Lands
of the State of New Mexfco and the New Mexico Oil Conservation Commission and to
appeal from orders issued under the regulatione of said ﬁepartmeﬂt, tha State
Land Commissioner or State Commission or to apply for relief from any of said
regulations or in any proceedings relative to operations before the Department of
the Interior, the State Land Commissioner or State Commissicn or any other legally
2d autlhwrity; provided, however, chat any other intercsted party shall

also have the right at his own expense to be heard in any such proceeding.
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24, NOTICES, All notices, demands or statements required hereunder
to be given or rendered to the parties hereto shall be deemed fully given 1{f given
in writing and personally delivered to the party or sent by postpaid regfstered
mail or certified mall, addressed to such party or parties at chefr respective
addresses set forth in connection with the signatures hereto or the ratificatfon
or conzent hereof or to such other address as any such party may have furnishéd

ha o

in writing to the party sending the notice, demand or statement,

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained
shall be construed As a walver 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 of the United
States, cor regulations 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.

25, VUNAVOIDABLE DELAY., All obligations under this agreement requiring
the Unie Opearator to commence or continue drilling or to operate on or produce
unitized substances from any of the lands covered by this agreement shall be
suspended while, but only so long as, the Unit Uperator despite the exercise oI
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 agenciles,
u;avoidable accidents, uncontrollable delays in transportation, inability to ob-~
tain necessary materials in open market, or other matters be&ond the reasonable
control of the Unit Operator whether similar to matters herein eru-erated or not.

27. NONDISCRIMINATION, In connection with the performance of work under
this agreement, the operator agrees to comply with all of the provisions of
Section 301 (1) to (7) inclusive, of Executive Order 10925 (28 F.R. 6485), which
are hereby incorporated bty reference in this agreement.

28, LOSS (F TITLE. In the event title to any tract of unitized land
shall fail and the true owner cannot be induced to join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there shall
be such readjustment of future costs and benefits as may be required on account
of the los3 of such title. 1In the event of a dispute as to title as to aay
royalty, working interest or other interests subject thereto, payment or '

delivery on account thereof may be withheld without lfiability for interest until

the dispute {s finally settled; provided, that, as to Federal and State land or
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leases, no payments of Lunds due the United States or the State of Now Mexieo

should be withheld, but such funds of the United Statcs shall be deposited as
directed by the Supervisor, and such funds of the State of New Mexico shall be
deposited as directed by the State Land Commissioner, to be held'ns unearned

money pending final scttlement 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 failure of any title hereunder.

«<9. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial
interest in a tract within the unit area fails or refuses to subscribe or consent
to this agreement, the owner of the working interést in that tract may withdraw
sald tract from this agreement by written notice to the Director, the State Land
Commissioner, and the Unit Qperator prior to the approval of this agreement b&
the Directof. Any oil or gas Interests in lands within the unit area not
committed hereto prior to submission of this agreement for final approval may
thereafter be committed hereto by the owner or owners ihcveor subsiribing or
econsenting to thls agreement, and, If the Interest is a working interest, by
the owner of such interest also subscribing to the unit operating agreement,

After operations are commenced hereunder, the right of subsequent joinder, as
provided in this section, by a working interest owner is subject to such requirements
or approvals, if any, pertaining to such joinder, as may be'provided for in the

unit operating agreement, After final approval hereof, joinder by a non-working
interast owner must be consented to in writing by the working interest owner
committed héreto and responsible for the payment of any benefits that may accrue
hereunder in behalf of such non-workiﬂg interest., Joinder by any owner of a non-
working interest, at any time, must be accompanied by appropriate joinder by the
owner of the corresponding working interest in order for the interest to be regarded
as committed hereto. Joinder to the unit agreement by a working interest owner,

at any time, must be accompanied by appropriate joinder to the unit operating
agreement, 1f more than one committed working interest owner is involved, in order
for the interest to be regarded as committed to this unit agreement. Except as

may otherwise herein be provided, subsequent joinders to this agreement shall be

effective as of the first day of the month following the filing with the Supervisor,
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of 21l or any papers nscessary to establish effective commitment of any tract
to this agreerent unless cbjection tc such joinder is duly made within sixty
(60) days by the Directer; provided, however, that as to State lands such sub-
) seguent joinder mist be approved by the State Land Commissioner.

LT . ' 3 30. COUNTERPARTS, This agreement may be executed in any number éf

| counterparts, no one of which needs to be executed by 2ll parties, or may be

Lalbia ik 4

i ratified or conserted to by separate instrument in writing specificaliy referring !
; : hereto and shall be binding upon all those parties who have executed such a

counterpart, ratification or consent hereto with the same force and effect as if i

all such parties had signed the same document and regardless of whether or not it
is executed by all other parties owning or claiming an interest in the lands
within the above-described unit area,

IN WITNESS WHEREOF, the parties hereto have caused this agreement to

be execnted and set onposite their respective names the date of execution. ¢

ADDRESS ¢

UNLT OPERATOR

DATE:
ADDRESS :
! |
ATTEST:
BY: T
- DATE: TS
i

j ADDRZSS:
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EXHIBIT "B"

SCHEDULE SHOW.NG ALL LANDS AND OWNERSHIP

WITHIN THE UNIT AREA

-

RATN SPRING U..T - EDDY COUNTY, NEW MEXICO
SERIAL NC. & BASIC — _
TRACT NO, OF  LEASE EXPIRA~ ROYALTY &  LESSEE OF RECORY OVERRIDING ROYALTY. WORKING INTEREST
NO.  DESIRIPTICN ACRES TION DATE PERCENT AND PERCENT ' AND PERCENT AND PERCINT
I'EDERAL LANDS :

1. T-22-8, R-2}i-F 320,00  LC-064517 U.S.A, Curtis R, Inman 18.75%  Eleyse S. Patterson, Curtis R, Inman 26,25
Sec., 23; W/e B/2 7-1-65 1247 Richfield 0il Corp.  11.25%  Sue S, Graham, & Richfield 01l Corp. 11.25
Sec. 2l; W/z E/2 Phillips Pet. Corp. 20,002  Sally S. Toles Phillips Pet. Corp. 20.00

: Socony Mobil 0il Co, 20.00%  $300.00 per acre | Socony Mobil 0il Co. 20.00
out of 2%  Kerr County Iand Co. 15.00
Sinclair 0il & Gas Co. 7.50
2. T-22-S, R-2L-E 210,00  1C-064520-A U.S.A,  FPhillips Pet., Corp.  L0.00%  C. A. & Hazel Phillips Pet. Corp. L0.00
Sec. 35; SE/L, 7-1-65 12%%  Cwtis R. Inman L8.75%  Hobbs (1/6) Curtis R, Inman 26.25
S/2 NE/l Richfield 0il Corp. 11.25%  Neil H. Wills (5/12) Ricafield 0il Corp., 11.25
George D. & Edith Kerr County Land Co. 15.00
Riggs (5/12) Sinzlair 0il & Gas Co. 7.50
$300.00 per acre
out of , 2%
3. T-22-S, R-25-E Lo. Lk LC-06L521-A U.S.A.  Curtis R, Inman 18.75¢ D. 0. & Margaret L. Curtis R. Tnmn 26.25
Sec. 19; Lot 1 ‘ 7-1-65 1244 Richfield Oil Corp.  11.25%  Wilsor (2/6) Richfield Oil Corp. 11,25
Phillips Pet. Corp. 20,004  Neil H. Wills’(5/12) Phillips Pet., Corp. 20.00
Socony Mobil 0il Cc.  20,00% George D, & Edith Socony Mobil 0il Co. 20,00
Riges (5/12) Kerr County Land Co. 15.00
$600.00 per acre Sinslair 0il & Gas Co. 7.50
out of 3%
L. T-22-S, R-25-E 878.84  LC-066103-A U.S.A.  Curtis R, Inman 18,754  Rubie C, & Bryan Curtis R, Inman = 26,25:
Sec: 19; Lots 2,3,kL, 7-1-65 12%% Richfield 0il Corp. 11.25%  Bell (1/6) Richfield 0il Corp. 11.25
E/2 W/2, B/2 Socony Mobil 01l Co. 20,00%  Neil H. Wills (L/3) Phillips Pet, Corp. 20.0
Sec. 30; Lot 21, ZM\ru Phillips Pet, Co, 20,00% George D. & Edith Socony Mobil 0il Co. 20.0C-
E/2 W/}, Elizabeth W, Ker: County Land Co, 15.0C

Chaney (1/6)

out of : 3%

Sinclair 0il1 & Gas Co, 7.50




r-22-S, R-2L-E
Sec, 2L, NE/L NE/L

T-22-5, R-2U-E
Sec, 2lh; W/2

N

1-22-5, R-24-E
N/l NE/L

NM-011,88
7-1-65

WM-0L293-A
7-1-65

200,00 NM-0L4527

7-1-65

Curtis R. Inman
Phillips Pet. Co.
Richfield 0il Corp.

Curtis R, Inman
Socony Mobil 0il Co.
Fhillips Pet. Co.
Richfield 0il Corp.

Curtis I, Inman
Socony Mobil 0il Co.
Phillips Pet. Co.
Richfield 0il Corp.

60.9375%
25 ,0000%
1);.0625%

18.75%
20,00%
20,00%
11.25%

148.75%
20,00%
20,00%
11.25%

Margaret L. &

D. 0. Wilson (1/h)
Neil H. Wills (1/L)
George D. & ECith

Riggs (1/4)
FEverett E.
Taylor (1/8)
Rubie C. &
. Bryan Bell (1/8)
$300.00 per acre
out of 2%
Virceinia W. and. +
R. M, Hess (1/5)
Mabel F.
Leonard (1/10)
Harry Leonard
Estate (1/10)
Neil H. Wills AH\mv
George D. &

Faith Riggs  (1/5)
Sally S.Toles (1/15)
Sue S.Graham (1/18)
Eleyse S.

Patterson (1/15)
$300,00 per acre

out of

7. J. and June C.
Deason (1/kh)
Neil H. Wills (/L)
George D. &

Edith Riggs 1/l)
Elizabeth W,

Chaney (/)
$300,00 per acre
out of

Curtis R. Inman
Phillips Pet. Co.
Richfield 0il Corp.
Kerr County Land Co.

Sinclair 0il & Gas Go.

Curtis R. Inmar
Sccony Mobil 0il Co.
Phillips Pet. Co.
Richfield 0il Corp.
Kerr County Land Co.

Sinclair Cil & Gas Co.

Curtis R, Inm:n

Socony Mobil Oil Co.

Phillips Pet. Co.
Richfislc 0il Cort.

Kerr County Land Co.

32.8125
25,0000
14.0625
18.7500

9.3750

26.25
20.00
20.00
11.25
15.00

7.50

26.25
20,00
20,00
11.25
15.00

Sinclair Oil & Gas Co. 7.50
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9.

10,

11.

T-22-S, R-2)-E L0.00  NM-0L527-A

Sec, uw s NE/L NE/l 7-1-65

T-22-S, R-2L.T 597.80  NM-0L4529

Sec. 1; Lot 3, S/2 WW/l, 7-1-65 -
SE/L

Sec. 12; W/?2

T-23-S, R-2L-E 37.91  NM-0L529-a

Sec. I; 1ot L 7-1-65

T-22-S, R-24-E 160.00  MM-0L0991

Sec, 25; SE/L 10-1-69

11.S.4.

Q.m...P. Gulf 0il Corp,
1244 Curtis R, Inman

Richfield 0il Corp.

U.5.A, Julf 0il Corp,
1224 Jurtis R, Inman
Richfield owp.noww.

-’

_ Curtis R, Inman
12%% Richfield 0il Corp,
Pillips Pet, Co.

v

Texaco Inc,

1234

L 50.000%
. bo,625%
L 9.375%

50.000%
L0.625%
9.375%

60.9375%
1L.0625%

25,0000%

T, J. Jr. & June C.
Deason (1/1)
Neil H, Wills (1/4)
George D, & Edith

Riggs (1/k)
Elizabeth W,

Chaney (1/k) "
$300.00 per acre

out of _ 2%

Leslie A, & Ruth C,
McPherson (1/6)
Neil H. Wills (5/18)
Georpge D, & idith
Riggs (5/18)
Rubie C, & Bryan

w@pp Am\Hmv
500,00 per acre ,

out of 3%

leslie A, & Ruth C.
McPherson (1/6)
Neil H, Wills (5/18)
George D, & Edith

Riggs (5/18)
Rubie C, & Bryan

Bell (5/18)
$500,00 per acre

out of 3%

Robert, S, Light
$500.00 per acre
out of 3%

Gulf 0il Corp, 50.000
Curtis R, Inman 21.875
Rizhfield 0il Corp, 9.375
Kerrr County Land Co. 12.500
Sinclair 0il & Gas Co, 6,250

Gulf Oil Courp. 50.009
Curtis R. Inman 21.875
Richfield €1l Corp. 9.375
Kerr County Land Co. 12.500
Sinclair 0il & Gas Co. 6.250

Curtis R. Inman 32,8128
Richfield 0:1 Corp,  1k.0625
Phillips Pet,. Co. 25.0000

Kerr County Land Co. 18,7500
Sinclair Oil & Gas Co. 9,3750

Texaco Ine




12,

13,

15,

1€.

320,00

T-22.5s R-25_%
Sec. 31; NE/I W),

Lo.00

arwm-mn R-25_F 60,96
moﬂu WHm ﬁOﬁm HuNaWbr
E/2 /2, vi/2 E/2
SE/L NE/), E/2 SE/)

T-22-S, R-25.k 318,75
Sec. 30; Iots 3,h,

E/2 Sw/y

SE/L

NM-0100957
7-1.-65

NM-0106328

9-1-65 (1)

NM-0150707
8-1-71

z:.owwwrom
3-1-72

M-0248732
3-1-72

U.S.4,
1233

U.S.A,

1233

U.s5.4,

1242

Curtis R, Inman
Richfield 0i1 Corp,
Socony Mobil 0il co,
P1illips Pet, Co.

Puse 0i1 Co.
Cutis R, Inman
Richfield 011 Corp.

Redfern Dev, Co,
Curiis R, Inman
Riciifiz=1d 053 Corp,

Redferr Dev, Corp,
Curtis R, Inman
Richfield o011 Corp,

I v o) paninse ongi -

11,25¢
20.00%
20,00%

'0,000%
6253

m4
EO; ¢
9.375%

50.000%.
Lo, 6259
9.3258

50.00¢g
Lo, 6259
Wowmmw .

T.J. Jr, & June C,
Deason (1
Neil H, wii1s (xn
George D, % Edith

Riges e
Elizabeth W,
Chaney 27y

$300.00 per acre
out of

Anabel ¢, McHugh
Dow & MeHugh, a
partnership

W, W, Priest

Alice w7, Holmesg
Janell Corp,

William 4, Huffman

)
)

)
)
2%
.25%
3.25%

5%

2:5%
2.5%

5%

Curtis R, Timan 26,0¢
Riekfield 0:1 Corp, 11,25
Soceny Mobil 0il Co. 20,0
Phillips Pet, Co. 20,00

Kerr County 1.4 Co, 1 .
Sinclair 0i1 & Ga- o, 7.50

Pure 011 ¢o, £0.000
Curtis R, Inran 21.87%
Richfield o011 Corp., 9,372
Kerr Sounty Lang Co. 12,500

Sinclair 0i1 o Gas Co, 6,250

Redfern Dev, Corp, 50.000
Curtis R, Ipmep 21.875
Richfield o013 Corp. 9.325
Kerr County Tang Ce. 12,500

Sinclair 011 & Gas Co, 6,250

Redfern Dey, Corp, 50.000
Curtis R, Inmap 21.875
Richfield 011 Corp. 9.375
Kerr Ccunty 1arq Co. 12,500

Sinclair 011 & Gas Co. 6.250

James E, Iogan 33.34
Howarg 3, Davig 33.33
Robert inke 33.33




17.

18.

19.

20.

25,

T-23-S, R-2L-E 1115.29
Sec, 1; Lots 1, 2,

S/2 NE/L4, SE/L
See. 125 E/2

Sec. 13; E/2, F/2 Y/2

T-23-S, 3-2L-F 8C.00

Sec. 13; W/2 Ni/k

T-23-S, R-2L-E 1080.00
Sec., 10; Wi/L 1i/b,

E/2 W/2, E/2
Sec, 1k ¥/2, 1/2 T/2

E/2 NE/h

T-23-5, R-2L-F
Sec. 11; W/2 Si/l,
S/l W/l

120,00

T-22.5, R-2}-3 1,0.00

Sec. 26; 10/L /L

T-22-5, R-25-E 10,00

Sec. 20; S4/L SW/

T-22-5, R-24-E
Sec. 23; N/L /L

140,00

T-22-S, R-25-F 600.00

Sec. 20; B/2, E/2 W/2
W/2 Wi/l N/ S/l

T-22-S, R-2L4-% 282.00

e, 233 SW/L, S/2 Wi/l
NE/L WiI/L

NM-0272711
6-1-72

NM-0282336
.m-p-ﬂm
NM-0303836

9-1-72

WM-030L136
9-1-72

NM-0322913

12-1-72

NM-03€1110
h-1-73 .

M4-0367325
6-1-73

Wi-Qlily1072
10-1-73

MM-0523140
1-7-66

U.S.A,
12%%

“U.S.A.

12243

U,S,A.

C12%g

U.S.A.
12%%

U.5.4.
123

U.S.A.

1223

U,S,.A,
1247

U.S.A.
1234

U.S,A,

Sirnclair 0il & Gas oo..b..

Sinzlair (il & Gas Co,

Walter H, Walne, Jr.

Robert W. Polchow

Robert G. Hanagan
Dudpht P, Teed

Redt’ern Dev. Corp.

J. '’ Winkhaus, Jr.

50.00
50,00

Socony Mobil 01l Co,
Phillips Pet. Co,

R. M. Patterson

Pauline W. Walker
$500.00 per acre
out of 5%

Walter H. Walne, Jr.

Robert W. Polchow
$750.00 per acre
out of 5%

Sullivan Inec. 3%
Duight P. Teed

one

J. T. Winkhaus,dJr,
$750,00 per acre

out of g

" Eleyse S. Patterson,
Sue S. Graham & Sally
S. Toles,

$300.00 per acre

out of 2%

Sinclair Oil & Gas Co.

Sinclair 0il & Gas Co.

W, Mathis

James E, Togan
Howard E. Davis
Robert Zinke

Phillips Pet. Co.
Phillips Pet. Co.

mmahmwu Dev, Corp.

James E. Logan

Howard E, Davis
Robert Zinke-.

Socony Mobil 0il Go.
Phillips Pet. Co

- 50.00

All

Al

A1)

33.3L
33.33
33.33

A1l

A1l

ALL-

33.34

33.33
33.33

50.00




26,

27.

28,

29,

T-22-S, R-25-F 39.37
Sec. 30; Lot 2

T-22-S, R-2L-L 160.00
Sec. 35; W/2 Vi/2

T-22-S, R-"5-1 160,00
Sec. 29; NI/L

T-22-3, R-2L-1 1,1,0.00

Sec. 26; sd/li, S/2 Wi/l
NE/L TM/L
Sec. 35; E/2 V/2

NM-0537855
5-1-7l

NM-055LL73
8-1-7hL

NM-0556532
4-1-75

‘Not Leased:

U.S.A.
1247

U.S.A.
12%%

Carper Drilling Cc.

Eti,a Mendel

Derrell G, Haiks

TOTAL: 29 Tracts, Federal Land, 89L49.30 acres

None

None

Derrell G, Hanks
$750.00 per acre
out of 5%

8);.89% of Unit Area

Carper Lrilling Co.

Etta Mendel

James E. Logun
Howard E, Davis
Robert Zinke




30.

31.

32.

33.

3h.

35.

36.

T-220.5, R-2h-F

See. 36; W/2 XNE/k,
w/2 S&/h,
SE/L 3E/L

T-23-S, R-24-5
Sec. 2; 572 SW/k,

Nw/lL Sid/h
T-23-S, R-2L-F
See. 2;

SE/L

T-22-S, R-24-%

Sce, 36; NW/l,
s/2 NE/L

T-23-S, R-2L-E
Sec, 23 Lots 3, L,
NE/ly SW/L

7-23-S, R-24-F
Sec. 2; 572 va/ly

T-23-3, R-2L.B
Sec. 2; Lots 1, 2,
s/2 NE/L

200,00

120,00

160.00

21,0.00

116,52

80.00

156,12

~

E-10087-1
5-15-66

E-10089-3
£-15-66

E-10089-3
5-15-66

06-6176
11-17-69

06-6176
11-17-69

K~1589-1
7-18-71

K-1589-2
7-18-71

State
12%%

State
1245

State
12%4

Staie
1254

State
12%4¢

State
12%%

State
12=3%

STATE OF NEW MEXICO LANDS

Phillips Pet, Co.

Phillips Pet. Co. &

Socony Mobil 0il Co.

Phillips Pet. Co. -

Gulf 011 Corp.

Gulf 011 Corp.

Amerada Pet, Co,

Amerada Pet, Co. -

None

None

None

None

None

None

None

Curtis R. Inman
Phillips Pat. Co,
Richfield Jil Corp.
Kerr County land Co.
Sinclair 011 & Gas Co.

Phillips Pet. Co. &
Sozony Moril 0il Co.

Curtis R. Inman
Phillips Fet. Co,
Richfield 0il Corp.
Kerr County ILand Co
Sinclair 01) & Gas Co.

Gulf 01l Corp.

Curtis R, Inman
Ri.chfield 0Oil Corp.
Kerr Countyy Land Co,
Sinclair 011 & Gas Co.

Gulf 0il Corp.

Amerada Fet, Corp.

Arerada Pet. Corp.
Curtis R, Inman
Richfield 01l Corp.
Kerr County Lana Co..
Sinclair 0il & Gas Co.

26,25
40.00
11.25
15.00

7.50

A1l

26,25
40,00
11,25
15.00

7.50

50 ~00
21,57
9.375
12,500
6.250

A1l

All

50,000

21,875
e

12,
6.250
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37. T-22-5, R-2L-E L0.00 X-2808 State Curtis R. Inman - None Curtis R. Inman " h3.75
Sec. 36; NE/L SE/k 11-16-72 12347 Kerr County Land Cc. 25.00
) : Richfield 0il Corp. 18.75

Sinclair 0il & Gas Co. 12.50

38, T.22-S, R-2L-E 160,00 K-2808-1 State Sinclair 0il & Gas Co, None , Sinclair Cil & Gas Co. ALl
Sec. 303 Sw/L 11-16-72 12%%

TOTAL: 9 Tracts, State of lew Mesico Tands  1272.6L Acres 12.07% of Unit Area
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39, T-23-S, R-2L-E
Sec. 13; W/2 SW/L
Sec. 14; E/2 SE/L

LO., T-22-S, R-25-F
Sec, 29; SW/L

RECAPITULATION:

160.00

PATENTED (FEE) LANDS

Lease 1 W. L. Kinczid 5C.00% Gulf 0il Corp.
3-25-68

Lease 2 William G, Smith 5C,00%

5-6-68 (12%% Rovalty)

lease 1 Est. M. G, Kin~ Humble 011 &
7-17-67 caid 50.00% Ref. Co.
Lease 2 C. R, Kee - 50,008

8-8-72 (1224 Royalty)

29 Tracts Federal lands
9 Tracts State of New Mexico lends - 1272.6k
2 Tracts Patented (Fee) Lands - 320,00

~ B9L9,36 Acres

|
L34

10542.,00 Acres

Gulf 01l Corp.
Curtis R. Inman

Caswell S. Neal
$250.00 per acre

out of 3% Richfield 0il Corp.
Kerr County Land Co,
Sinclair 0il & Gas Co.
All None Hurble 01l & Ref. Co.

B8L;,89 Percent of Unit Area
12,07 i " it "
“w.or . n [ " ]

— i——————

107.00 Percent of Unit Area

50.000
21.875
9.375
12,500
£.250

All




race 1
[ S R —
2 BEFORE THE
z NEW MEXICO OIL CONSERVATION COMMISSION
z Aprilsaga FO$New Mexico
v
5 EXAMINER
T HEARING
oo e 8
- i %
3 = S U N
o g 2 Application of Janes E. )
A - zq Sorin MR fGreement, Eddy County, New )
- X xico. )
s ¢ 8 )
z 2 )
(SRS S 3 )
[Svis '5 = )
et 3244
o g8 )
‘T2 % ) Case No.o e — ———
v % 8 )
. b .
v I )
_ % & )
2E 3 )
a ¢ i. )
= & ° )
—— z ° N
- T 2
= Z =
= : :
a ¢ g
= . - BEFOKE :

TRANSCRIPT OF HEARING

paniel S. Nutter, Exampiner. |




S
a>
a>
=
[}
-
as
==
T
o
a>
.

CONVENTIONS

DEPOSITIONS, HEARINGS, SYATE MENTS. EXPERT TESTIMONY, DAILY cory,

SPECIALIZING (130

1120 SIMME BLDG. @ P, 0. 80X 1092 ¢ PHONE 243-6691 @ ALSUQUERQUE, NEW MEXICO

|

PAGE 2

BRFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
santa ¥e, New Mexico
april 28, 1965

EXAMINER HEARING

--.._-.._.,.,_-,_-..,._...4.__.....,_._,.._._.__—.___.....

IN THE MATTER OF: Application of James E. )
Lecgan for a unit agreement, Eddy County., New )
Mexico. Applicant, in the above-styled ) \

cause, seeks approval of the Rain spring Unit)

Area comprising 10,542.00 acres, more or less)} Case 3244
of State, rederal angd Fee lands in Townships )

22 and 23 South, Ranges 24 and 25 East, gday )

County, New Mexico. ) \

.._,«.44—_-_”_-—-:-‘—.————--..—_;:——-—.-——-—

BEFORE: paniel S. Nutter, Examiner.

e —————r

TRANSCRIPT OF HEARING

MR. NUTTER: We will call Case 3244,
MR. DURRETY: Application of James E. Logan for a unit ;
agreement, Eddy County, New Mexico,
MR. RICHARDSON: randolf M. Richardson from Roswell,
representing My, James E. Logan from Midland. We have one
witness and six exhibits.

(Whereupon, Applicant's Exhibits 1
through 6 marked for jdentification.)

(Witness gaworn.)

- ]
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MR, DAVYIS, called ag a witness, having been first duly
sworn, was exanined and testilied as follows:

DIRECT EXAMIRATION

BY MR. RICHARDSON:

Q Mr. bavis, have you ever testified before the 0il
Conservation Conmisgion or an Dxaminer?

A No, sir.

Q For the Commisslon, could you state your educational
background and your present work and positions which would

ce mminzz A At it LD
: JV‘A - o ——— - -

A I graduated from the University of Texas with a major
in geclogy in 1946; was employed from 19246 to '48 as geologist
by Honolulu 0il Corporation; from 1948 to 53 in the capacity
of district geoulogist for the same company; resigne:d, and was
employed as division geologist for Monterey 0il Company, Midlangs
Texas until 1956. Since 1956 I have operated as an independent
consulting geologist in Midland,

MR, RICHARDSON: Are his qualifications acceptable?
MR. NUTTER: Yes, sir,

Q Mr. Davis, you have before you a copy of a geological
report., Would you please go through and identify the contents
of the report, referring to the different exhibits that are in
the repert as 1, 2, 3, 4, 5, 6; just briefly iist them.

A Exhibit Wumber 1 is a written report givinyg written
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substantiation in detail concerned with the geologic facts
used in substantiating this application.

Exhibit Number 2 is a structural contoux map prepared from\
well information on the top of the Devonian formation, as
ecnountered in this area of Eddy County.

Exhibit Number 3 is a photo coprY of surface WoIk naping
down on the surface beds substantiating the presance of a
significant surface feature at the location of the deep—seated
‘ i

Exhibit NuURLSY A ie an isopac map petween the pevonian oOr
Fourth Rone Spring sand in the pevonian formation, confirming i
through an isopac the significant thinning over the arsa of the
pevonian feature, and of the surface feature.

Exhibit Number 5 is a map contoured on the Upper
pennsylvanian carbonate reef, the major producing horizon at
Indian-Basin, confirming +hat there is 2 significant build-up
of this carbonate pay zone in the area of the structure.
substantiated DdY the previous exhibits.

Exhibit Number 6 is an east-west Cross section running
i-z‘irom the Indian Hills.producinq area through the Walt Canyon
producing area, across and through significant dry holes in the
prospect area, and over to the east.

\ Q Mr. Davis, was this report prepared by you?

A Yes, Sir.

[

———— ————




[}
3 Q Would you please tell the Brxaminex thoe appresinate
). Z
‘-“ 2 t [ »
T‘;v 8 geographical location of the propesced unit aree and the total
= 4
- 3 number of acres involved?
N
h : F
¢ s S n The proposed unit arecs covars sections in Lhe
. z »®
P : ¥
2 § southeast quarter of Township 2?2 Scuth, Range 74 Eas’%; sections
X g in Township 22 South, Range 25 East, and sections in the castern
£ 2
. Iz portion of Township 23 South, Range 24 Bast.
v E §
o hdd . .
f‘ w 9 Q And the total number of acres in the uniit and the
4 g t‘%:
5 o
© s 2 acreage belonging to each category, Federal, State and
) v o
+.- £ 3 Y .
a> z 5 Patented?
L = §
= A There are 10,542 acres in the described usnii area, of
= ¢
as . SN n -
e g a which 84.89 percent consists of rFederal lands, 12.07 percent
e 1 5 .
a> Z g are New Mexico State lands, and 3.04 percent are Fece langds.
-3 5 =

Q Now, Mr. Davis, could you refer to your written

gecloegical report, your Exhibit Number 1, and give he

Commission a resume of the report, as connected with, or tied

to the different maps, and your conclusions and reccumendations
as the the geological feature and structure invoived?

A The Cisco Canyon formation, Pennsylvanian age, is a
significant pay in the Indian Hills, Indian Basin Area.
Mapping on this horizon indicates local reefing or ithickening

¢f this formation to such a degree that 1t could be logically

anticipated that the formatlon would likewise be prcductive in

this area,

f
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“he lower nmavping on top of the Devonian, confirims the fact
that there's a Large and proninont structural {eature beneath
this reefing in the upper formation. The mapping of an
iseopac interval hetween the Perwmian formation aiild the daep-
seat:zd Devonian formation, confirms the presence of a
significant thinalng across thig arca; and furtiicr iszads us to
believe that the soveral formations within the Pennsylvanian
snould be productive in the unit area. Aall of this information
has been further substantiated by the surface iapping mentioned
in Bxrhibit 3.

0 T believe it is Numbe:x 3.

i This surface wory has heen subatantiated {rom aerial
photography. It has likewise been mapped and was published by
the United States Geological Survey in 1962 which published
mapping significantly agrees with this work.

0 In other words, Mr. Davig, your unit area is bas=d not
only upon surface information, but the possibility of your Cisco
Canyon beindg productive, your Morrow, and possibly your
Devonian?

A Yes, sir.

Q Your initial proposed test well is projacted to what

A It's projected te a depth of 10,500, whlch should be

adequate to test all of the beds c¢f Pennsylvanrian age.
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a well in the axea. s well, is again high and thin, and
likewise encountezed free gas trom sones within the Lower
pennsylvanian.

Q Mr., Davis, has the unit area been designated DY the
tnited States Geological Survey. the official unit designation
from washington?

h preliminary approval nas been given. rhe application
is in Washington, and we aye given to expect that it will be
rorurned {mmediately approved.

o iias the unit agreement been submitted toO the
commissioner of Public Lands fer the State of Hew Mexico for
his approval?

A Yes, sir.

Q It has not been approved though?

k Ho.

Q In your opinion, does the unit area cover akli, or sub-
atantislly all of the geological structure Cr feature involived
A In my opinion, the unit area as designated, covers
essentially a1l of the unit, geologically. unfortunately, some
portion of the feature on its northern end has been previously

dedicated to & producing unit in another area, and nas had,

therefore, to be excluded from the unit.

MR. NUTTER: I8 that the Walt Canyon ynit?

e ————
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MR. NUTTER: What particular acreage were you referrin#
to there that is in the Walt Canyon?

A As you will see from the structure map, the feature
which we have mapped, does extend into the Section 13 of
Township 22 South, Range 24 East; and likewise, it does extend
into Section 18 of Township 22 South, Range 2% East.

MR. NUTTER: And both of those sections are in the
Walt Canyon?

A Yes, they are.

Q (By Mr. Richardson) Mr. Davis, the proposed location
is apparently to be towards the north end of the unit rather
than the center of the unit. I wonder if you could give the
Examiner a brief reason, or history as to why the location was
picked toward the north end of the unit?

A Yes, sir. The location which we have chosen is, we
feel, an optimum location from the standpoint of geology from
all the evidence at our disposal. We don't feel that any well
that has been drilled in the area to date has been located in
the most favorable position, as regards the surface feature, and
the subsurface feature; and we feel like the locaticn that we've
chosen is at an optimum location.

MR. NUTTER: What is that location?

A It will be in the southeast quarter of Section 24,

Township 22 South, Range 24 East.

_ }




your opiniohi, 1f tnas wall should be arilled in
this location and should produce the main objective of this
unit and test well is the Pennsylvanian; if it should produce
in Section 24 Lo the aorth, there is also & good possibility

that the soputhern portion of the unit would also be productive,

is that right?

\ S AbsolutelY.
L \ qQ Well, in FOUE coinions 1f chere is 2 aigeovery of

\ unitized jngtances in paving quantities, will woe unit L

o 1% |
— 9 . At d . s -t
a2 = agreement and tne atilizatioa ©OFf this land prowote the Ordesed
as o
E? e and oroperl deve10pment of tae pzoducing area?
= o 3 .
po z - A Yes, S1ir.
1..—-—1
= i =
a> ¢ 8 Q Wwill tne orderly and proper development of ihe
w -

producing area be in +he interest of conservation and
prevention of waste?

A 1t will.

Q nnd also in the event of & discovery in oy ad
quantities, will the gtate of Wev Mexico and the Srake
institutions owning ﬁhe land receive their faiz chare of
production?

A yes, sir.

Q and in tne event of aiscovery s what additional plans do

you have for further adrililing and development in the area?

A Well, it is anticipat*d rhat 1f we are for
L_,_____,_ﬂ._.,_M,_"__-"ﬂ_.,_,_.___.,.

cunate enough
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e e

prudent development would take place in an orderly fashion,
following such completion.

MR. RICHARDSON: That is all the testimony, Mr. Nutter|
Do you have any additional questions?

MR. NUTTER: Did you plan on another witness?

MR. RICHARDSON: No.

MR. NUTTER: Relating to the land matters --

MR. RICHARDSON: No. We could go into the exact acresj.

MR, WUTIDK: Maype ne could give us the amount of
commitment and so forth.

MR, RICHARDSON: As far as the amount of commitment, I
did not ask him the percentages of commitment. Those are the
total unit area lands. We expect, that of the 10,542 acres there
will be approximately 9,000 of it committed. All of the people
have been contacted

v

iZ total acres

wm

the 10,
there is expected to be 999.85 that will rot be committed.

MR, NUfTER: What was that figure again?

MR.. RICHARDSON: 999.85 not committed.

MR. NUTTER: That's acres?

MR. RICHARDSON: Acres. A portion of that, some 440
acres is unleased Federal land on which a lease cannot be issued
right now. The acreage expected to be committed, and more or

less already committed, is 9,5%542.15.

e o _
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MR, HUTTER: Either committed orxr pledged.
MR. RICHARDRSON: Committed or verbally pledged.

CROSS LEXAMINATION

BY MR. NUTTER:

Q Mr. Davis, ycur structure extends down here on the
south part, your south dome there occupies a portion of Sections
6, 7 and 18. Why wasn't tha%t particular acreage included in the
unit area?

A That acreage, I should have mentioned that in answer
to the previous question. A portion of that acreaqe i=s
pernaps involved with the feature. lowever, that acreaage has
been previously dedicated to Monsanto's Cueva Unit, which
pounds this unit on the east. Otherwise, we might have also
chosen to have included a portion of that within the unit of
our acreage.

Q The structure to the north is in the Walt Canyon and
the acreage on the socutheast is already in another unit?

A Yes.

Q What is the name of that unit?

A Cueva.

Q How do you spell that?

A Cueva, C-u-e-v-a.

MR. RICHARDSON: Those two units, Cueva and this one,

hit the United States Geological Survey about the same time for
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designation of unit area; and the eastern Lioundary of this

Rain Spring Unit is the west boundary of the Cuceva Unit.

MR, NUTTFER: T sae. Arc there any further questions
of Mrx, Davis?

MR. DURRLTT: T have a guestion. please.

BY MR, DURRETT:

0 Mr., Davis, what are you going to test now, the

Davonian?
A What we are proposinag is that the initial test well will

be drilled completely throuch the Pennsylvanian formation; to

DEPOSIYIONS, MEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

encounter the top of the Mississippian, which is a reliable

b |
dearnley-meier

structure point. 1In the event the well structure position at

that time confirms this geological concept, it's anticipated
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SPECIALIZING iINM:

that we will want to take the well on into the Devonian. It
would be wis=s tco do =o.
Q Well, is the Devonian being unitized --

MR. RICHARDSOK: Yes,

b

-~ as part of vour unit aqgreeran:t?

A Yes, =ir.

O The reason 1 was asking is that I noticed down here
in 11 and 12 of 23, 24, you have a couple of dry holes that

tested the Devonian, didn't they?

A Yes, sir, they did. Those wells, however, encountered

the Devonian at a much lower subsea data than we would
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anticipate that our well would encounter it. W®e have every
reason to feel that a well drilled in our proposed location
would not only encounter the Devonian higher than it was in
either of the two wells that you mentioned, but that it would
likewise encounter the Devonian at a higher subsea data than
the Stanolind Guadalupe Foothills Union, or the Northern
Natural McKittrick Hills Federal across the line in the next
twonship, 23,
we have attempted to show that there is a very substantial
and prominent Devonian feature. We know that the Devonian in
this area has porosity at its top and has shows, and if we can
encounter it at a higher structural position, it's completely
reasonable to anticipate that it would be productive.
Q This écreage wouldn't be in the participating area as

far as the Devonian goes then, under your agreemenbt --

MR. RICHARDSON: You mean the initial test well, or the
acreage to the south?

MR, DURRETT: What will be the participating acreage,
just roughly, on your test well?

MR. RICHARDSON: It's the unit agreement reads:
"That acreage around the well which is reasonably proven
productive"”.

MR. DURRETT: It wouldn't be very far then?
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MR. RICHARDSON: No, it would be expanded as
additional wells were drilled, the participating area would bhe
expanded.

MR. DURRETT: Thank you, Mr. Davis, I think that's all
I have,

MR. NUTTER: This iz a geological inference type of
participating area?

MR. RICHARDSON: Yes.

MR. NUTTER: And the obligation is to drill through the
entire Pennsylvanian, but not reguired to go more than 10,500
and if the Mississippian is high, then the operator would, in
all likelihocod, want to test the Devonlan aisG.

A Yes, sir.

MR. RICHARDSON: Right.

MR. NUTTER: But the Devonian is not an--
a It's not an obligatory ohjective.

MR. NUTTER: -- obligatory objective. Anv further

)

questions of the witiess? e may bo excusad.
(Witness excused.)
MR. NUTTER: Do you have anythine further, Mr.
Richardson?
MR. RICHARDSON: No, sir.

MR, NUTTER: I don't think we have had these exhibits

"offered vet.
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RICHARDSON: Ve would like to offer Exhibits 1

through 6, Case 3244,

MR.

NUTTER: Applicant's Exhibits 1 through 6 will

be admitted in evidence.

MR.

offer in Case 32447

{(Whereupon, Applicant's Fxhibits 1
through 6 were admitted in evidence.)
NUTTER: Does anyone have anything they wish to

We will take the case under advisement,

and the hearing is adjourned.
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