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BEFORE THE NEW MEXICO OIL CONSERVATION CbMMIQQﬂON

APPLICATION OF KEWANEE OLL COMPANY .
FOR APPROVAL OF A WATERFLOOD - ii A €7(4
PROJECT, ATOKA-GRAYBURG POOL, No. o Yas
EDDY COUNTY, NEW MEXICO |

APPLICATION

Comes now Kewanee Oil'compahy, by its attorneys, and applieg
to the New Mexico Oil ConservatiOthommissiOn for permission to
institute a waterflood project 1n the Atoka-Grayburg pool, Eddy
County, New Mexico, and in support of its application states:

1. Applicant is the operator of the Atoka-Grayburg unit
comprising the following lands in T. 16 b., R. 26 E., Edd;
County, New Mexico: ‘ T ;,,

Section 13: WNEY, NWiSEL, NzSW NW“. {
Section 14: EINEE, SWLNEL, stE . T

2. Wells produclng from the Grayburg formation on the above
descfibed lands are in an advancedfstate of depletion and are
regarded as what is commonly referred to as "stripper" wells.

3. Applicant proposes to waterflood the above described
lands by the injection of water 1nto the Graybu7fkforma on
through two proposed injection wells to be located in Sectfon
13, T. 18 S., R E., ﬁEd&’cB&hty, New Mexico, as follows:

/ Leavitt Well No. 3, 1650 feet from the north line
and 990 feet from the west line,

Leavitt Well No. ll,‘990‘feet from the north line
and 2310 feet from the”west line. j

'4.‘>Attached to and made a part of th'- applicétion are}
the following exhibits:

Exhibit "A": Plat showing the location of the -
Atoka-Grayburg Unit %shaded in gray)_and the
producing and injection wells thereon.

~ Ve

Exhibit "B": Struciure map of the Atoka-Grayburs
Unit area contoured on the top of the Premier
sand.,

th;aAugo

)

T

Rt




L4 I

Exhibit "C": Graph of oil production in the
Atoka~Grayburg pool.

Exhibit "D": Plat showing ownership and develop-
ment within a two mile radius of the proposed
injection wells.

Exhibit “E": Typical electric log of a well in the
Atoka-Grayburg pool showing the tép of the Gray-
burg formation and thne top of the Premier Sand.

Exhibits "P" and "G": Schematic diagrams of the
proposed 1n3ection wells. .

5. - The proposed waterf;ood project will préveht waste ahd
protect correlative rights. _' i | ’

WHEREFORE, Kewanéé'bil‘bémpany requests that this applica-
tion be set for hearing before the Cdmmission or one’of its
examiners and that the Comﬁiésidn énﬁéi its order apprOVingffhis

éppliCation."

SETH‘éyONTGOMERY H:R{?& & ANDREWb
By /é149£1,AQL44/ CZ7’ /‘ﬂhﬁiich_\

‘P, O, Box 230 .
Santa Fe, New/Mexico

Attorneys for Kewanee 0il Company

CERTIFICATE OF '_.ILING

I hereby certify vhab a copy of Uiis appiication, compiete
with all exhibits referred to therein, has been sent to Mr.
Frank Irby, Office of the State Engireer, Capitol Building,
Santa Fe, New Mexico, on this /& day of July, 1965.

/Z/M/J St
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Eddy County, New Mexico
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GOVERNOR
JACK M. camPBEL L
CHAIRMAN

State of Nefo Mexico
®il (Hiiﬁ*s‘erhatidn Commission

,: d .-
LAND COMMISSionER
GUYTON B/ HAYS
MEMBER

STAfschgoc§T
AL, PORTER, JR,

» : sscnsTAnv-omecron
P. 0. Box 2088
SANTA FE

August g, 1965

Mr. Richard g, Morris Re: Case N 3290
Seth, Montgomery, Pederici & Andrews®c: Case, °‘f.'1:‘,§—m9“
Attorneys at raw = - - Order No.X~2954
;jﬁ_g_gggigemnau~aaﬁ-~m“*““””F‘” ________ Applicant; i

arven &I/ S

Bants £, Sew mexico™ |  KEWANEE OIL conpANy

i} ‘Dei_:r Sir:

s ‘of the abciyééféfer’e'ncgg Com-~

“in the subiect case.

‘Enclosed herewith are two ¢
mi:ssioz; order recent:: ‘af

Very truly yours,

RIS

A. L. PORTER, Jr.

) Secretary-Director
ir/
Carbon Copy of order also sent to:
Hobbs 0CC x
Artesia occ x
Aztec oce . o
OTHER Gt < U/
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UNIT AGREEMENT
ATOKA GRAYBURG UNIT

EDDY COUNTY, NEW MEXICO

W N e

THIS AGREEMENT, entered into as of the lst day of January, 1965,
by the parties who have signed the original of this instrument, -a counter-
part thereof, or other instrument agreeing to be bound by the provisions
hereof.
WITNESSETH * 5

WHEREAS, in the interest of the public welfare and to promote 6
conservation and increase the ultimate recovery of oil; gas, and associated 7
minerals from the Atoka Grayburg Field, in “Eddy County, New Mexico, kand 8
to’ protect the rights of the owners of interest therein, it is deemed necéssary 9
‘and des1rame to enter into this agreement to unitize the Oil and Czas Rights 10
in and’io tre Unitized Formation in ‘order to’ conduct a’ ‘secondary recovery 11
' pressure maintenance, or other recovery program as herein provided; 12

NOW, THEREFORE, in consideration of the premises and of the . 13

mutual agreements herein contained, it is'‘agreed as follows: 14
ARTICLE 1 15

DEFINITIONS T (I o
. As used in this agreement, the terms hérein contained shall have the 17
following meaning: - ; 18

1.1 Unit Area means the lands described by Tracts in Exhibit A and 19
shown on Exhibit B as to which this agreement becomes effective or to which' 20

it may be extended as herein provided. : 1

1.2 Unitized Formation means that subsurface portion of the Unit 22
Area commonly known as the Grayburg Formation, which formation is 23
encountered between the subsurface depths of 740 feet and 1100 feet in 24
Kewanee Oil Company's Leavitt 'S No. 6 well (or1gmany drilled as 25
Illamex Oil, Inc. Leavitt No. 6 well) located 1650 feet from North and 26
West Lines, Section 13, T 18 S, R 26 E, Eddy County, New Mexico, as 27

shown on the Welex Radioactivity Log of said well dated November 17, 1957. 28

e o e A P B b s+ b1 o e
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1.3 Unitized Substances means all 0il, gas, gaseous substances,
Sulphur contained in gas, condensate, distillate, and all associatéd and
constituent liquid or liquefiable hydrocarbons within or produced from the
Unitized Formation.

‘ 1.4 Working Interest means an intérest in'Unitized Stibstarces by
virtue of a lease, operating agreement fee txtle, or otherwise,_ 1nc1ud1ng a
carried interest, which interest is chargeable -¥ith and obhgatea to pay or bear,
either in cash or out of production or otherw1se, all or a portion of the’ cost of
drilling, developing, producxng, and operatmg the Unitized Formation. )

1.5 Royalty Interest means a right to or interest in any portmn of the
Unitized Substances or proceeds thereof other thana Workmg Interest

1.6 Royalty Owner means a party hereto who owns a Royalty Interest.

1.7 Working Interest Owner means a' pafty hereto who owns a Working
Intérest. The owner of oil and gas rights that' are free of lease or other
"mstrument convdylng the Wo rking Interest to another shall be regarded as a
Work1ng Interest Owner to the extent of seven elgnths (7/8) of hlS mterest in

one e1ghth (1/8) 1nterest therem

1.8 Tract means each parcel of land described as such and glven a
Tract number in Exhibit A.

1.9  Unit Operatlng Agreement means the agreement entltled "U*nt
Operatmg Agreement, ‘Afoka Grayburg Unit, Eddy County, New Mex1co" of
the same effectlve date as the effeétive date of th1s agreement, and wh1ch 1sA .

»rA-;A—. 4 PO RS S o Wo & et e m Y b b g g o SE et

TLiICTIZ4 inee vy l‘ oy y x\nus Lit\-bl (,DI' VWJU‘;LD

. 1.10 Umt Operator means the Workmg Interest Owner des1gnated by
Work1ng Interest Owners under the Unit Operating Agreement to develop and
Operate the Unitized Formatlon, actmg as operator and not as a Working
Interest Owner.

111 Tract Part1c1pat10n means the percentage shown on Exh1bxt A for
allocating Unitized Substances to a Tract under this agreement.

1.12 Unit Part1c1pa.t1on of each Workmg Interest Owner means the sum
o£ the percentages obtamed by mu1t1p1y1ng the Workmg Interest of such Working
Interest Owner“in each Tract by the Tract Participation of such Tract.

_2-
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2.2 Reference to Exhibits. When reference herein is made to an
exhibit, the reference is to the Exhibit as originally attached or, if revised,
to the latest revision,

2.3 Exhibits Considered Correct. An exhibit shall be considered to
be correct until revised as herein provi-iad.

2.4 Correcting, E‘rrors The shapes and descriptions of the respective
Tracts have been established by using the best information available. If it
subsequently appears that any Tract, because of diverse royalty or working

_interest ownérship on the efféective date-hereof, should be divided into more

than one Tract,- or that any mechanical miséalculation has been made, Unit:
Operator with the approval of Working Intere’st Owners, may correct the

mistake by revising the exhibits to conform to the faéts. The revision shall

not include any re- -evaluation of engineering or geological interpretations used
in determining Tract Participation. Each such revision of an exhibit shall be
effective at 7:00 a. m. on the first day of the calendar month next following

the filihg for record of the revised exhibit or on such other date as may be
determined by Working Interest Owners and set forth in the revised exhibit.

2.5 Filing Revised Exhibits.: If an exhibit is revised pursuant to this

- agreement Unit Operator shall certify and file the rev1sed exhibit for record
“in the County in which this agreement is f11ed o

ARTICLE 3

CREATION AND EFFECT OF UNIT

3.1 "'011 ath Rights Unitized. Subject to the provisions of this

f agreement -all Oil an ‘Gas-Rights of Royalty Owners in and to the lands
" described in Exhibit A, and‘all Oil and Gas R1gms ‘ol WOTKiig “Intorost Ownere

in znd to said lands, are hereby unitized insofar as the respective Oil and Gas
Rights pertain to the Unitized Formation, so that operations may be conducted

‘as if the Unitized Formation had been included in a single lease executed by

all Royalty Owners, as lessors, in favor of all Working Interest Owners, as
lessees, and as if the lease had been subject to all of the provisions of this
agreement

3.2 Personal Froperty Excepted. All lease and well equipment,
materials, and other facilities heretofore or hereafter placed by any of the
Working Interest Owners on the lands covered hereby shall be deemed to be
and shall remain personal property belonging to and may be removed by the
Working Interest Owners. The rights and interc'sts therein as among Working
Interest Owners are coverzd by the Unit Operating Agreement.

-4-

0N

18
19

21

32

33

34
35

36

37




1.13 Outside Substances means all substances obtained from any source
other than the Umhzed Formation and which are injected into the Unitized
-Formation.

1.14 0il _'axid‘ Gas ﬂights means the right to explore, develop, and
operate lands within the Unit Area for the production of Unitized Substances,
or'to share in the production so obtained or the proceeds thereof.

1.15 Unit Operations means all operations conducted by‘Working' Interest

Owners or Unit Operator pursuant to this agreement and the Unit Operatmg
Agreement for or on account of the development and operation of the Unitized
Formation for the production of Un1t1zed Substances. »

1.16 Unit Equipmeat means all personal property, lease and well equip-
‘ment, plants, and other facilities and equipment taken over or otherW1se
acquired for the joint account foi use in Uhit Operations.

1.17 Unit Expense Mmeans all cost, expense, or indebtedness incurred
by Working Interest Owners or Unit Operator pursuant to this agreement and
the Unit Operating Agreement for or on account of Uiit Operatmns

1.18 Unless the context otherwise clearly indicates, words used in the
,smgular mclude the plural the pluralfmcludo the smgular, and the neuter

v~ 1%
he masculine- a“ ..hc ‘ferminine:

1.19 Productive Acre -Feet means the volume of Unitized Formation
containing Unitized Substances; provided that, only that portion of the Unitized
Formation containing Unitized Substances and having porosity of eight percent
(8%) or more and'permeal:;‘i]'irty ‘of one-tenth of one millidarcy (0.1 md) or-
more shall bz used in determining the Productive Acre-Feet underlymg each
Tract ' ; ~

ARTICLE 2
EXHIBITS

2.1 Exhibits. Attached hereto are the following exhibits which are.
incorporated herein by reference:

21 1 Exhibit§ A, which is a schedule that describes each Tract
in the Unit Area and shows its Tract Participation.
o 2.1.2 Exhibitti‘Bz which is a map that shows the boundary lines
of the Unit Area and the Tracts therein.

o
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3.3 Amendment of Leases and Other Agreements.  The pr:ovéisions of 1
the various leases, agreements, d1v1smn and transfer orders, for other instru- 2
ments covering the respective Tracts or the production therefrom are’ amended 3
to the extent necessary to make them conform to the prov1swns of tﬁls agree- 4
ment, but otherwise shall remain in effect. : 5

3.4 Contmuatmn of Leases and Term RoLaltms ('Dperétmns, including | 6 5
drilling operations, conducted with respect to the Un1t1zed Formatmn on any 7
part of the Unit ‘Area, or productlon from any part of thé' Umtlzed F‘ormatmn, 8 i
except for the purpose of aetermm1ng payments to Royalty“ Owners, _shall be 9
considered as operat1ons iipon or productmn from each Tract; tand such 10
0perat1ons or productlon shall continué in effect each lease or termiroyalty 11
interest as to’ all lands' covered thereby Just as if ‘'such operatmns had been 12
conducted and a well had been dr111ed 6n and was produc1ng from each Tract. 13 \

3.5 T1t1es Unaffected by Un1t1zat10n. Nothing herein shall be construed ‘14

to result in the! transfer of title to the Oil and Gas Rights by aﬁy party hereto 15 ‘ o

) t ‘party 6r to Unit Operator. The intention is to pr5v1de ‘for the 16 : '
cooperative develdﬁh:eht and operation of the Tract"s"éiﬁd"""for the sharing of 17— R s
Unitized Substances as hereln prov1ded : g ; "18

376 ‘m)mlfy Owners herebv’igrant unio Work1ng ;19
i “laterest C‘wrmre*the‘vw o inject 1nto the “Unitized F¢ rmatmn any fsubstances S 20 AT

in whatever amounts Workmg Interest Owners deem exped1ent’ for Un1t : S =21 SRR -
Operations, 1nc1udmg the right to drill and maintain injection wells on the - 22 ' ‘

Unit Area and to use producing or’ abandoned oil or gas wells for such purposes. 23

;ent Obligation. Not}nng herein shall relleve Worklng 24

¥

.
- hd
PRETpE

4

3.7 ]
Interést Owners from:the obhgatlon to develop reasonably as a whole the lands - 25 1
£ and leases commitied nereic: ™ -+ T .. [ ) - 26 e
S | ARTICLE S 27
e . PLAN OF/OPERATIONS = = | 28
f{ - 4.1 Unit Operator. Work:mg Interest Owners aré, asg of the effective 29
T date of this agreement, entermg int>ithe Unit Operating Agre;ement .30
SN S designating Kewanee Oil Company as fUmt Operator. Unit Operator shall have = 31 :
B the exclusive r1ght to conduct Unit Operatlons. The operatm%s 'shall conform = 32 SR
o : to the pr0v1S1ons of this agreement and the Unit Operatlng Agreement If 33 ; :
RN there is any conflict between such agreements, this agreement shall govern. - 34 b
‘ -5-
T
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Substances were produced, The amount of Unitized Sﬁbst_ances allocated to

each Tract, regardless of whether it is more or less than the actual .
Production of Unitizeqd Substances from the well or wells, if any, on such

Tract, shall be deemed for al] purposes to have been produced from such Tract.

6.2 Distribution Within Tracts. The Unitized Substances allocateq to
each Tract shall be distributed among, or accounted for to, the parties

- 6.2.1 If the amount of production or'the Proceeds theredf
accruing to any Royalty Owrier in a Tract depends upon the average
production per well or the average Pipe line runs iie‘i‘ well from such
Tract during-any period of time, then such p"r’ojduczt‘vib’n shall be deter-
mined from and aftér the effective date hereof by dividing the quantity
of Unitized Substances allocated hereunder to ‘such :Tract during such
period of time by the number of wells ‘located thereon capable of

producing as of the effective date hereof,

or in the proceeds thereof, fin Proportion to
the surface acreage of their respective parts of the Tract,

allocated to each Tract shall be deliverad’ iy kfi;d"_cce*the'—‘ffés’*;'se’c‘t,ijf‘ls;’;pafr'c;e’s ;

entitled thereto by virtue:of the owWnershipof Oil ang Gas Rights therein or

- by purchase from such owners. Such parties shall have the right to construct,
~maintain, and operate within the Unit ‘Area all ‘necessaryitjacilities for that

purpose, provided that they are so'constructed, maintainé

¥

ed, and o'ype»r"atéd .

as not to interfere with Unit Operations. Any extra e}cpbrlfc}i'tures incurred by
Unit Operator by reason of the delivery in kind of any“porﬁon of the Unitized
Substances shall be borne by the réceiving party. Ifa Royalty Owner has the

right to take in kind a share of Un‘i»tfized'Sub‘st‘a.rvlces and fails to do so, the

6.4 Failure to Take in Kind I any party fails to take in kind or
separately dispose of its shars of Unitized Substances, Unit Operator shall
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f »ew i
: P ‘Substances were produced. The amount of Unitized Substances allocated to 1
SR each Tract, regardless of whether it is more or less than the actual 2
23 ' production of Unitized Substances from the well or wells, if any, on such 3
. B Tract, shall be deemed for all:purposes to have been produced from siich Tract. 4
2 -
v B 6.2 Distribution Within Tracts. The Unitized Substances allocated to 5
o each Tract shall be distributed ahiong, or accounted for to, the parties 6
entitled to share in the productlon from such Tract in the same manner, in 7
the same proportions, and’ upon ‘the same condltlons as they would have parti- 8
cipated and sharéd in the producuon from such Tract, or in the proceeds -9
_thereof, had this agreement not been entered into, and with the same legal 10
effect. : 11
\_‘6. 2.1 If the amount of production-or the proceeds thereof - Co2
accruing to’any Royalty Owner in a Tract depends upon the average 13
productmn per well or t‘xe average pipe line runs per well from such S 14 ;
Tract: durmg any perlod of time, then such production shall be deter- - 15 !
mined from and after the effectlve ‘date hereof by dividing the quantzty 15 {
of Unxtxzed S\Ibstances allécated herfeunder to such Tract during such 1
period of time by the number of wells Lacated thereon capable of 18
producing as of the effectlve date hereof 19
: ~6§v2‘ 2 If any 011 uxd » a Tract hereafter become ' - 20
} ,dwr_ded and‘owiéd in sevem to different. parts of the Tract, the 21
owners ‘of the divided interests shall share in the Unitized Substances 22
allocated to the Tract, or in the proceeds thereof, in proportion to 23
the surface acreage of theii‘ respective parts of the Tract. ’ 24
6.3 Taking Unitized Substances in- Kind. The Unitized Substinces 25 v 3 V
allocated to ‘gach Tract shall be delivered in kind &+ the respeci’i;)"gpartles L2k B e
~entitled thereto by virtie of thaoknership of Giliand Gas Rights therein or 27 o
oy purcnasewfrom such owners. Such parties shall have the right to construct, 28
maintain, and operate within the Umt Area all necessary facilities for that 29
- purpose, prov1ded that they are so constructed, mamtamed and operated ' ,30
as ot to interfere with Unit Operatlons Any extra expenditures incufred by 31
- Unit Operator by reason of the dehvery in kind of any portién of the Unitizéd 32
Substances shall be borne by the recewmg party. If a Royalty Owner has the 33
r1ght to take in kind a share of Umtlzed Substances and fails to do so, the ‘34
»Workmg Interest Owner whose Worklng Interest is subject to such Royalty =3
Interest shall be entitled to take in kind such share of the Unitized Substances. 36
6.4 Failureto Take in Kin’é_l. If any party fails to take in kind or 37
separately dispose of its share of Unitized Substances, Unit Operator shail 38
¢
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have the right, for the time being and subject to revocation at will by the

party owning the share, to purchase for its own account or sell to others

. =such share at not less than the market price prevailing in the area and not

less than the price Unit Operator receives for its share of Unitized Substances;
provided that, all contracts of sale by Unit Operator of any other party's

share of Unitized Substances shall be only for such reasonable periods of time
as are consistent with thé minimum needs of the industry under the circum-
stances, but in no event shall any such contract be for a period in excess of
one year. The proceeds of the Unitized Substances so disposed of by Unit
Operator shall be paid to the party entitled thereto.

6.5. Responsibility for Royalty Settlements. Any party receiving in
kind or separately disposing of all ér part of the Unitized Substances allocated
to any Tract or recelvmg ‘the proceeds therefrom shall be responsible for
the payment theredf to the persons entitled thereto, and shall mdemmfy all
'partles hereto, incéluding Unit Operator, against any liability for all roya1t1es,
overriding royalties, production payments, and all other payments chargeable
against or payable out of such Unitized-Substances or the proceeds therefrom.

6.6 Rolalty on Outside Substances. If:any Out51de Substances con-
sisting of natural gases ‘are injected into the unitized formation, f1fty
percent (50%) of any like substances contained in Unitized Substances subse -
quently: produced and sold, or used for other than operatmns hereunder, shall

-~ —~bg-deemed to be Outside Substances unt1l the’ aggregate of sa1d fifty percent

Sy 4.;_;

(50%) equals the accummaf‘éu-;;olume of 'such natural.-gas . gases _]ected into the
Unitized Formation, and no’ payments shall be due or payable to Royalty

" Owners on said fifty percent {50%). If the Outside substances injected be
11quef1ed petroleum gases, or other liquid hydrocarbons, as distinquished
.from natural gases prior to injection, the Worklng Interest Owners shall have
the r1ght beg1nn1ng one (1) year after 1nJe,qt1on of such liquefied petroleum

' gases is commenced to ‘such hydrocarbons without payment of

- «,“J.-.u-.. . Ta m-mnde ‘a fr. asonabl al bas1s of accountmg for the

same, it is agreed that ten percent (10%) of the entire Proauciion proaucea o

and sold from:the Unitized Formation shall be deemed to be Outside Sub-
stances until the aggregate value of said ten percent (10%) of said production
equals the entire 'accumulated cost to the Working Interest Owners of such
Outside Substances. —

ARTICLE 7
PRODUGTION AS OF THE EFFECTIVE DATE

7.1 Oil in Licase Tanks. Unit Operator shall gauge all lease and other
tanks within the Unit Area to ascertain the amount of merchantable oil produced




9.1.1 Each Tract as to which Working Interest Owners owning
one hundred percent (100%) of the Working Interest have become parties
to this agreemerit and as to which Royalty Owners owning sixty-five
percent (65%) or more of the Royalty Interest have become parties to
this agreement.

9.1.2 Eaéh Tract as to which Workmg Interest Owners owning
one hundred percent (100%) of the Working Interest have become parties
to ‘this agreement, and as to which’ Royalty Ownérs ownmg less than
Sixty-five percent (65%) of the Royalty Interest have become parties
to this agreement and as'to which the Working Interest Owners in such
Tract have executed and delivered an indemnity agreement indemnifying
an‘d'agreeing‘to hold harmless the other Working Interest Owners in the
Unit Area, their successors and assigns against a portion of all claims
and demands that may be made by nonsubscribing owners of Royalty
Interest in such Tract on account of the inclusion of the Tract in the Unit
Area. The portion of such claims and demands covered by the indemnity
,shall ‘as to each such Tract, be the fraction thereof in which the.
numerator is the difference between the percentage of the ROyalty
Interest signed and sixty-five percent (65%) of the Royalty Interest in
the Tract; and the denominato: is the difference between the percentage

§ihe Royalty Interest sizned and one hundred percent (100%) of the
: Royalty Interest fin the Tract.

9.1.3 Each Tract as to which Working Interest Owners owning
less than one hundred percent (100%) of the Working Interest have
become parties to this agreement; and ROyalty Owners owning sixty -
f1ve percent (65%) or more of the Royalty Interest have become parties

: or the" mdemmty, ith reference to the claims of non-

' Srest on ‘such Tract is'given under the
>prov151ons of Sectmn 9 1.2; and as to which (a) the Working Interest
Owner who operates the Tract and all of the other Working Interest
Owners in such Tract who have become parties to this agreement have
joined in a request “for inclusion of such Tract in the Unit Area, and
have executed and delivered an 1ndemn1ty agreement 1ndemn1fy1ng and
'agreelng to hold ‘harmless the other Workmg Interest Owners in the

Unit Area, their successors and assigns, against all claims and demands
“that may be made by the owners of Working Interest in such Tract who
are not part1es to this agreement and which arise out of the inclusion of
the Tract in the Unit Area; and as to which (b) seventy-five percent (75%)
of the combined votmg interest of the Workmg Interest Owners in all
Tracts that meet: the requ1rements of Sections 9.1.1 and 9.1.2 have
voted in favor of the inclusion of such Tract and to accept the indemnity
agreement. For the purposes of this Section 9.1. 3, the voting interest
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from the Unitized Formation in such tanks, above the pipe line connections,
as of 7:00 a.m. on the effective date hereof. The oil that is a part of the
prior allowable of the wells from which it was produced shall remain the
property of the parties entitled thereto the same as if the Unit had not been
formed. Any such o0il not promptly removed may be sold by the Unit Operator
for the account of the parties entitled thereto, subject to the payment of all
royalties, overriding royalties, production payments, and all other payments
under the prov1s1ons of the applicable lease ox other contracts. The oil that
is in excess of the prior allowable of the wells from which it was produced
shall be regarded as Unitized Substances produced after effective date hereof.

7.2 -Overproduction. If, as of the effective date hereof, any Tract is
overproduced with respect to the allowable of the wells on that Tract and the
amount of overproductmn has been sold or otherw1se disposed of, such over-

~ production shall be regarded as a part of the Unitized Substances producéd
after the effective date hereof and shall be charged to such Tract as having
been delivered to the parties entitled to Unitized Substances allcated to such
T ract.

ARTICLE 8

USE OR LOSS OF UNITIZED SUBSTANCES

8.1 f Unitized Substances: Workiig Inter est-Cwncrs may use as
much of the Unitized Substances as they deem necessary for Unit Operations,
including but not limited to the injection thereof into the Unitized Formation.

8.2 Royalty Payments. ‘No royalty, overriding royalty, production,
Aorﬁofth»er ’ ayments shall be: payable upon, or with respect to, Unitized
ubs es used of ‘consuméed in’ Unit Operat1ons, or which otherwxse may be

lost or consu:med in the proqucuon, Tandling;tr v::*-r:" *"ﬂﬂﬂnnﬂ'nf’fm or
storing of Unitized Substances.

ARTICLE 9

TRACTS TO BE INCLUDED IN UNIT
9.1 Qualification of Tracts. On and after the effective date hereof
and until the enlargement or reduction thereof, the Unit Area shall be com-
posed of the Tracts listeéd in Exhibit A that corner or have a common
boundary (Tracts separated only by a pubhc highway or a railroad right
of way shall be considered to have a common boundary), and that otherwise
qualify as follows
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of each Working Interest Owner shall be equal to the ratio that its Unit
Participation attributable to Tracts that qualify under Sections 9.1.1 and

9.1.2 bears to the total Unit Participation of all Working Intérest Owners

attributable to all Tracts that qualify under Sections 9.1.1 and 9.1.2,

Upon the inclusion of such a Tract in the Unit Area, the Unit Participation

that would have been attributed to the nonsubscribing owners of the
Working Interest in such Tract, had they become parties to this agree-

ment and-the Unit’ Operatmg ‘Agreement, shall-be attributed to the Working

Interest Owners in such Tract who have become parties to such agree-
ments, in proportion to the;: respective Working Interest in the Tract.

9.2 Determination of Ownérship and Location. For the purposes of
Section 9.1, determinations concérning ownership of Royalty Interests and
Working Interests in the several Tracts and location of the Tracts with
respect to one another shall be made in such manner as Working Interest
Owners determine to be ‘suitable. Tracts included in the Unit Area on the
basis of such determinations shall be deemed validly included therein notwith-
standing-any errors that may have occurred in the making of such deter-~
minations, but a Tract erroneously included shall be subject to exclusion in
accordance with Sectmn 10.1. Inclusmn of a Tract in the Unit Area shall not

_preclude a.ny party hereto from quest10n1ng the title of any other party to any
‘mtercst’clmmed bv ‘such other party in such Tract.

'9. 3 Subsequent Commitment of Interest or Tract to Unit. In the event
any interest, Tract, or Tracts within the Unit Area fails to qualify for inclu-
sion in accordance with Sections 9.1.1, 9.1.2, or 9.1.3, but within six (6)

‘months follow1ng the effective date of said Unit Agreement, does qualify as
, ;provxded m said Sect1ons, such mterest Tract, or Tracts so qualifying may
‘be admiiiisd, TEphnthe raluestOf the Afféct

‘“d\;Workmg Interest Owners, to the

Unit Area on the basis of partlcxpatlon as .oflgmauy provided in fhis agreen
After said six (6) months period, the commitment of any interest or Tract to
the Unit Area shall be upon such terms and conditions as may be negotiated by

“Working Interest Owners and the o6wner, or owners, of such interest or Tract.

9.4 Acquisition of Interest. In the event at any time after the

effective date hereof any party bound by this agreement acquires an uncommitted

interest in any Tract included w1thm the Unit Area, such interest upon being

so acqun'ed shall be subject to this agreement and, where the interest

acquired is a Working Interest, shall also be subject to the Unit Operating
Agreement.

9.5 Revision 6f'Exhibits. If any of the Tracts described in Exhibit A
fail to qualify for inclusion in the Unit Area, Unit Operator shail recompute,
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basis of computat'xon, the T ract Partickipa't\ion of each'foi 1
Exhibits A and B‘accord'mgly. 'The 2
ctive date nereof: 3
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(b) withhold and market the portion of Unitized Substances with

}

respect to which title or right is in dispute, and impound the proceeds -2

thereof until such time as the title or right thereto is éstablished by a 3

final judgment of a court of competent jurisdiction or otherwise to the 4

satisfaction of Working Interest Owners, whereupon the proceeds so 5
impounded shall be paid to the party rightfully entitled thereto. 6 _
10. 6 Paynriént of Taxes to Protect Title. The owners of (1) the 7 :
surface rights to lands within the Unit Area, (2) the severed mineral or 8 Q
Royalty Interests in the lands, and (3) the.improvements not utilized for 9
Unit Operations, shall md1v1dually be responsible for the rendition and 10
assessment for ad valorem tax purposes of all siuch property, and for the 11 4
payment of such taxes, except as otherwise provided in any contract or 12 *
agreement between such owners and a Working Interest Owner. If any 13 f
ad valorem-taxes are not paid by such owner responsible therefor when due, 14 "

Unit Operator may, with approval of Working Interest Owners, at any time 15

prior to tax sale, or expiration of period of redemptlon after tax sale, pay 16

the same, redeem such property, and d1scharge sitch tax liens as may arise 17
through non-payment. Any such payment shall be ‘treated as an itern of Unit 18
Expense Unit Operator shall, if possible, withhold from any proceeds 19
derlved from the sale of Un1t1zed Substances otherw1se due to any delin- 20
quent taxpayer or taxpayer:, an‘amount snfficient to defray the : cOsts of such 21

payment or redemption, such withholding to be credited to the joinf ac&ount. 22~  fiormm—ni.

Such w1thhold1ng shall be without prejudice to any other remedy, either at 23
law or at equity, which may be available for exercise by the Unit Operator 24
or by the Working Interest Owners, o 25
AARTICLE 11 ' 26

EASEMENTS OR USE OF SURFACE SRR RS

SeT———

11.1 Grant of Easements. The parties hereto, to the extent of their 28
rights and interests, hereby grant to Working Interest Owners the right to 29

use as much of the surface of the land within the ‘Unit Area as may reason- 30
ably be necessary for Unit Operatlons provided that, nothing herein shall 31
be construed as leasing or otherwise conveying to Working Interest Owners 32
a site for a water, gas injection, processing or other plant, or camp site. 33

11.2 Use of Water. Working Interest Owners shall have free use of 34
water from the Unit Area for Unit Operations except: that the use of fresh 35
water for m}ectzon purposes shall be governed by separate contracts and - 36
agreements made and entered into by and between Unit Operator and the - 37

owner or owners of water rights subject, however, to approval by the State 38
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Engineer. Nothmg herein contained shall be construed as a relmqmshment
by the Working Interest Owners of any rights granted to them under the
provisions of the various leases covering the respective tracts maofar as
they pertain to the use of water.

11.3 Surface Damages. Working Interest Owners shall pay the rightful
owners who are parties to this agreement for damages to growmg crops,
timber;” fences, improvements, and structures on the Unit Area that result
from Unit Operations.,

ARTICLE 12
ENLARGEMENTS OF UNIT AREA

12.1 Enlargements of Umt Area. The Unit Area may be enlarged to
include acreage reasonably proved to be productive of Unitized Substances,
upon such terms as may be determined by Workmg Interest Owners, including
but not limited to, the followmg

12 1.1 Thé>acreage shall qualify under a Secticm of Article 9.

12.1.2 The partxcxpatxon to be alloca.r.eq to the acreage shall be
reasonable, fair, and based on all available information. N

12.1.3 There shall be no retroactive allocation or adjustment
of opetating expenses or of interests in the Unitized Substances
“produced, or proceeds thereof; however, this limitation shall ‘not
‘prevent an «djusfment of investment,” mcludmg mtang1b1e investment,
by reason of the enlargement.

12.1.4 The execution or rat1ﬁcat10n of this agreement by a person
owning a Roya.lty Interest in any acreage being brought into the Unit
Area by an enlargement shall have the effect of comm1tt1ng to the Unit
all of the Royalty Interest of such person in such acreage being added
to the Unit Area as well as the Royalty Interest of such person in any
Tract previously included in the Unit Area.

12.2 Determination of Tract Participation. Unit Operator, subject to
Section 5.2, shall determine the Tract Participation of each Tract within the
Unit Area as enlarged, and shall revise Exhibits A and B accordingly.

12.3 Effective Date. The effective date of any enlargement of the Unit
Area shall be 7:00 a.m. on the first day of the calendar month following
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‘partition thé Onit: ’Area or thé Unit Eq ment,
bencfitY 28 Gl Taws auiho mmg- ‘such: partltioh. ’

comphance with cond:tlons for enlargement as spec1f1ed by Working Interest
Owners, approval of the enlargement by the appropriate governmental
authority,if required, dhd the filing for record of ‘revised Exh1b1ts Al and ‘B>

in the records of the County in which this’ agreement is recordedinrlic G wuiv

B W

ARTICLE 13
,-.’,:v“‘:,}\ RSy SR IEE

“CHANGE OF TITLE ~< ¢

‘ ..'f.‘)f(.'«'/‘i;'
13,1 Covenant Running With the Land. Th‘iysagreefr‘)‘eht shall extend to,

7
be binding upon, and inure to the benéfit-of, the respective heirs, devisees, 8
legal representatives, successors, and assigns of the parties hereto, and ~ 9
shall constitute a covenant rufihing*with'thé 1afids;''ldades, and interests 10
covered hereby. : 11

R e T ; cewoald ;l'-l,'—‘ e xrrpeinrnn el Dreep: il
EF SR W R R KA A LR PP e nrnn SE L .C.-'.v,()f~.l..u'u,;-,'

23 2»Not1ce of T idhsfer: AﬁY?t‘théyaﬁé;e’ﬁf all‘@rﬁ’a‘ny pa‘rt-.of-'aﬁii"" L

' mterest OWned b‘y any party~hereto ~W1th£respect toxahy Tract ’shalﬁb‘e‘ madé" 3

terrmg, Uritil the first day of the calendar month next succeedmg the date of -
receipt by Unit Operator of a photocépylor. Daidertified copy of the recorded
instrument ev1denc1ng such change in ownersh1p A

N ok vl

O IR SR I AN ARC IR B2 S IC

13.3 Waiver of Rights to Part1t1on. Each party hereto covenants that, 19

during the'iexistence ofrthis’ agfee?neﬁt: i1l ﬁot' res

"‘:1_,’ ER I SR G SN

23

ARTICLE 141 EOTLR

4”1 NB Partnefsh1p-.--~-‘1‘he dufués, -6blig§tmﬁs, saAd 11ab1I1E1esso£‘t 'e*"’fff?‘-’-‘8 2
partles hereto are irterded to 'be:seif@raliand hov joint o Collébtﬂrpe WPhis oY subh 28
agreement 1s not intended to create, and shall not be construed to create, an 2

association or trust, or to impose a: ﬁai‘tﬁ i-s}fip duty, obligation, or 11ab111ty 28

‘with regard to any one or more of the parties hereto. Ea‘ch’party hereto shall 29

o

¢ refining” joint’sale, . or mdrketing of: Umtw,ed Substances. el BlEnE Pl UETEAY

Y E

be individually responsible for its ow‘n obhgat:mns as herem prov1ded .30

interided’ts provide, 31

114:2'No Sha¥ring ofrMavkeétir«This agréementiis ol

" and shall:tiot:bé construed.to: providé;diféctly or mchrectly, for an? ooperahVe 32

1, L.
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33
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14.3 Royalty Owners Free of Costs. This agreement is not intended
to'impose, and shall not be construed to impose, upon any Royalty Owner
any obligation to pay for Unit Expense uniess such Royalty Owner is other-
wise so obligated.

14. 4 Information to RJalty Owners., Each Royalty Owner shall be
“entitled t6 all information in ‘possession of Unit Operator to which such
Royalty Owner is entitled by an existing agreement with any Working Interest
‘Owner. : -

ARTICLE 15
LAWS AND REGULATIONS

’ 15.1 Laws and Regulations. This agreement shall be subject to the
conservatmn laws of the State of New Mexico; to the valid rules, regulations,
and orders of the Conservation Commission of the State of New Mexico; and
to all other applicable federal, state, and municipal laws, rules, regulations,
and orders. '

ARTICLE 16

FORCE MAJEURE

§ e 2 2 16 1 Forée Ma.leure All obhgatmns 1mposed by th1s agreement on .. :

each party, except for the payment of money, shall'be suspended while
compliance is prevented, in whole or in part, by a strike, fire, war, ¢ivil
disturbarice, act of God; by federal, state or municipal laws; by any rule,
regulaﬁon,: or order of a govermnental agency; by mab111ty to secure
matenalys, or by any other caus. or causes beyond reasonable control of the

‘Nt AR anu 1-== &b iny ictranacal v

subJect hereto shall be terminated by reason of suspensmn of Unit Opera.t1ons
due to any one or more of the causes set forth in this Article.

ARTICLE 17
EFFECTIVE DATE
agreement shall b"eéo‘r'rie":biriding upon each
party who executes or ratifies it as of the date of execution or ratification by

such party and shall become effective as of 7:00 o'clock 2. m. on the first day
of the calendar month next following:

17.1 Effective Date. This

A 2l
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(a) the qualification of Tracts comprising seventy-five percent
(75%) or more of the Unit Area as shown on the original Exhibit B
which have qualified under the provisions of Article 9, or a lesser
Unit Area as may be formed by use of the procedure of Section 17.2;

{b) the approval of this agreement by the appropmate govern-
mental authority if required; :

(c) the filing for record by Unit Operator of at least one
counterpart of this agreement in Eddy County, New Mexico;"

and provided further that if (a), (b) and (c) above are not accomplished on or
before January 1, 1966, this agreement shall ipso facto terminate on said
date (hereinafter called "termination date') and thereafter be of no further
force or effect, unless prior thereto all Working Interest Owners who have
executed this agreement have agreed, in writing, to form a Unit covering a
lesser area as provided in Sectlon 17.2 hereof, or Working Interest Owners
owning'a combined Unit Part1c1pat1on of at least seéventy-five percent (75%)
committed to this agreement have decided to extend said termination date for
_a perzod not toexceed twelve (12) months If sa"yd‘ termmatlon date is so
“exténded ‘and (a),- (b) and {c) above are not acc phshed on or before said
extended termination date, this agreement shall’ipso facto terminate on said
extended termination date and thereafter be of no further force or effect.

17.2 Election to Reduce Unit Area Prior to Effective Date. ‘Working
Interest Owners of Tracts quahfymg hereunder may, prior to the effectwe
date hereéof, eléct to’ form lesser. Unxt* composed of such Tracts less.i
area than one hundred pefcent UU%) of iite total-acieage within the‘U
by an affirmative vote of at least mnety percent (90%) of the Working Interest
'Owners on a Unit Participation basis in the qualifying Tracts. The election
" to form a lesser Unit shall be evidenced by a written agreement between the
Working Interest Owners so electing, which agreement shall désignate the
lands to-be’ mcluded in such lesser Unit Area and shall provide that this Unit
Agreement shall be effective as to such lesser Unit area. Working Interest
Owners joining therein shall revise Exhibits A and B attached hereto to -
conform to such lesser Unit Area so formed. Said exhibits, as so revised,
shall be attached as exhibits to such election agreement and shall be filed
for record by Unit Operator in Eddy County, New Mexico.

17. 3 Certificate of Effectiveness. Unit Operator shail w1th1n thirty (30)
days after the effective date of this agreement file for record in the office or
offices where a counterpart of this agreement is recorded, a certificate to
the effect that this agreement has become effective according to its terme and

-17-
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he book and page in which 2 counterpart of this 2
4 and the effective date. A opY of the certificate shall be
ach Wo‘rkingelnterest ner and Royally owner. 3
ARTICLE 1 4
5

ron of this 287
itized Form_'z\tid'ri_ as a Unit shall 16 ;
, and th reafter the'pa‘;rt‘ies"shéu'if ) 17 .
4 and otheT jnstrume ts affecting 18 . ]
{ this agreement jn the manner set 19 .
1o RovaltY. gree to a ninety (90) day extension 20
es and contracts cove gthe lands which were c mitted to the 21 .
o permit the lessee’ holdin ' 'éhi;‘ﬁ‘!:nds‘.tggfeisfume operations - 22 |
. and if 8° resumeds cuch lease °F contract sh‘evii”rc:n:ip-iﬁiigg'Ce 23 i
fect in accordanc® with the provisions thereol. I SR I € T
18.4 Salvé Tertninétion. if not kotherwise granted 25 : A
os or other instr S affecting © b Tract anitized ander this: 26 !
Royalty ners hereby grant Wor Interest’ ners 2 period 27
(6) months after the date of termination of this agree€ ent within which 28 8!
ge 2 3 remoVv: Tnit Equipment. 29 1
8.5 Ce,rtﬂlcate of T ermination: ypon termmaiﬁonoi this agreement as 30 o
i Section 1 ection 18.2 above: the Unit operator shall 31
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ARTICLE 19 ' | 1
EXECUTION 2 f
19 l Separate Counterparts or Ratifications. This agreement may be 3
executed m ‘dny number of counterparts and each executed counterpart shall 4 !

have the same force and efféct'as an original instrument and as if all of the 5

. parties to the aggregate counterparts had signed the same instriment; o¥, ‘may 6

be ratified by a separate instrument, in writing, referrmg to this agreement. 7

Each s?ch ratification shall have the force and effect of an execiited counterpart. 8

héreof and of adopting, by reference, all of the provisions hereof. 9

19 2 Joinder in Dual Capacity. Execution as herein provided by any 10

- party as either a Wcorking Interest Owner or a Royalty Owner shall commit 11

all 1nte:rests that may be owned or controlled by such party. 12

ARTICLE 20 o 13

P _f GENERAL | 14 -
s : B r SESrn s gie s e éi o J*‘Q‘r: T O S L e i £ e : sl LR

210 1 ‘Amendments Affecting 'Working Interest Owners. Amendments 15

hereto relatmg wholiy to Workmg Interest Owners may be made if signed by 16

all Workmg Interest Owners 17

' 210 2 L1en of Unit Operator. - Unit Operator shall have a lien upon the 18

_ interests ¢ ' ""Interest Owners in the Unit Area to the extent prov1ded 19

7‘i}"f€5e“u'mt Uper ting Ag"r_e‘ement » T

IN WITNESS WHEREOF the parties hereto have executed this agree- 21

ment on the dates opp051te thelr respective signatures. = » _ 22

WORKING INTEREST OWNERS
Attest - Corpcrat1on

Name . Date Signed Witness - Individual

CALIFORNIA OIL COMPANY

By 3 L
Attorney in Fact

By

i :
Attorney in-Fact




WORKING INTEREST OWNERS (Continuéd)
Attest - Corporation
Name Date Signed Witness - Individual
KEWANEE OIL COMPANY } ATTEST:
By - _ By : ;
Vice President’ Assistant Secretary !
PRODUCTION PAYMENT OR OTHER OWNERS
:
Attest - Corporation g
Name Date Signed ~ Witness - Individual
CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO ATTEST:
.y S
By _ . By :
MARTH OIL COMPANY  ATTEST:
ROYALTY OWNERS -
Name » Date Signed _ Witness

[RRESE




‘c
7
[Nr
L

STATE OF OKLAHOMA

COUNTY OF TULSA

N

The fofegoi;ng instrument was acknowledged before me this day of
, 1965, by J. M. Harbison, Vice President of
KEWANEE OIL COMPANY, a corporation, on behaif of said corporation.

Notary Public

My Commission Expires:

STATE OF | )

o )

COUNTY OF )

The foregoing i_nsfruzﬁent'\('\é;s acknowledged b’cifbré“m‘e‘tniéﬁ-“f dayofz

, 1965, by: as’ Attorney in Fact
on behalf of CALIFORNIA OIL COMPANY, a corporatmn ’

Notary Public’

My Commission Expires:

STATE OF )
e : )
COUNTY OF )
The foregoing instrument wa’é acknowledged before me-this day of
-, 1965, by as Attorney in

Fact on behalf of CALIFORNIA OIL GOMPANY, a corporation.

Notary Public
My Commission Expires:

SN




STATE OF )

}
COUNTY OF )

The foregomg instrument was acknowledged before me this day

of , 1965, by

President of CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST
COMPANY OF CHICAGO a corporation, on behalf of said corporation.

Notary Public |

My Commission Expires

STATE OF ILLINOIS )
) Ss
COUNTY OF COOK )

I, the under51gned a notary public in and for said County, in the State
aforesa1d do hereby certlfy ‘that GERALD MARTH perSOnally known to me to
be the Sole General Partner of MARTH OIL CO., a ‘limited partnersh1p, whose

,‘4....._.,.,...; L e B e AL Larn-—o e thia: rl:;‘r ‘
.......... yUAPPTaTrSo DI Y

in person and acknowledged that he signed and delivered the said instrument
as the free and voluntary act of said partnersh1p, and as his free and voluntary
act, for the uses.and purposes therein set forth.

egs [ SR ita...,..... 2
mame 13 sunsCiinaed (S u.\..»-v..vsc‘-.g

In Witness Whereof, I have set my hand and seal this day of
, 1965

Notary Public

My Commission Expires

(]
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EXHIBIT A

TO

UNIT AGREEMENT

ATOKA GRAYBURG UNIT

 Lract
‘Nummber =
1
. =
3
4
5
6
o’E
i
i

EDDY COUNTY, NEW MEXICO

Tract Operator

‘Description of Acreage
(All located in T 18S, R 26E,
Eddy County, New Mexico)

Kewanee Oil Company

Kéwanee Oil Company

.

Kewanee Oil Compaihy
Kewanee Oil Company

Kewanee oil Company

California Oil Company

n ~
5
;e
2 b
2iF v ¥
i - -
.

NE/4 SE/4 Section 14 _

SW/4 NE/4 Section 14

NW/4 Section 13 and

E/2 NE/4 Section 14

NW/4 SE/4 Section 14
NW7/4 SW/4 Section 13 and
NE/4 SW/4 and NW/4 SE/4
Section 13

W/2 NE/4 Section 13

UNIT TOTAL

‘T‘ract )
Participation
Perceéntage

1.2556

79. 6008

0.1288

0.7920

100. 0000

Ceohapas: et . < e ARy < e

et
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BEFORE THE OIL CONEERVATION COMMISSION
OF THRE STATE OF NEW MEXICO

IN THR MATTRR OF THR REARING
CALLED BY THE OIL COMNSERVATION
CONMISSION OF MEW MEXICO FOR

THR PURPOSE OF COMSIDERING:

CASE No. 3290
Order No. R-2954

A This cause came on for hearing at 9 o'clock ‘a.m. on August
il, 1585, at Sants P, Hew- &ie&_\- hafarae m-in.r Biwis A. Uts.
NOW, on this__1l6th day of August, 1965, the Commission,
quorum being presemt, having considered the testimony, the rceord.
and the recommendations of the Examiner, and being fully advised
in the pmiuc-.

m:

(1) That due public notice having been given as required by
law, the Commiasion bhas jurisdicticn of this cause and the subjcet
matter thereocf.

(2) That the applicant, Kewanee 0il Company, seeks permis-
sion to institute a waterflood project in the Atoka-Grayburg Unit
Axea, Atocka~-Grayburg Pool, by the injection of water into the
Grayburg formation through two injection wells in Bectiom 13,
Township 18 South, Range 26 East, MMPM, RBRddy County, New Mexico.

(3) That the wells in the project area are in an advanced
state of depletion and should properly be classified as “"stripper”
wells.,

(4) That the proposed waterflood project should result in

the recovery of otherwise unrecoverable oil, thereby preventing
waste.

/




. | -2~
R CASE No. 3290
Order No. R-2954

(5) "That the subject application should be approved and th
project should be governed by the provisions of Rules 701, 702, a;d
703 of the Commission Rules and Regulations.

1T 18 1 : ¢

) {1) That the applicant, Kewanee Oil Company, is hsreby
o - || authorized to institute a waterflood project in the Atoka-Graybur
C P || Unit Axrea, Atoka-Grayburg Pool, by the injection of water into th
o || Gxayburg formation through the following-described wells in Sec~
‘ || tion 13, Township 18 Bouth, Range 26 East, NMPM, Eddy County,
Bew Maxico:

C : Leavitt Well No. 3, to be located 1650 feet

& . R f from the North line and 990 feet from

o ‘ the West line.

Leavitt Well No. 11, to be located 990 feet

- from the Movth line and 3210 fast from -

~ the West line.

(2) That the subject waterflood project shall be governed
by the provisions of Rules 701, 702, and 703 of the Commission

Bules and Regulations.

SRS T w: *uu tlonzn:.y Progress reports O the watertlood projocq
|| herein authorized shall be submitted to the Commission in accord-
ance with Rules 704 and 1120 of the Commission Bales and Regula~

kY X . o d monue
- -

_ﬁ (4) ‘That jurisdiction of this cause is retained for the
: || entry of such further orders as the Commission may deem necessary.

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

7 i

AR ey

Cogron’s. e, wefoof

(/L. 4T \/W . ~ s -
A, L. PORTER, Jr., ¥ & Secretary
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OIL CONSERVATION COMMISSION
P. O, BOX 2088 ‘
SANTA FE, NEW MEXICO

. September 8, 1965

Mr. Richard 8. Morris

Seth, Montgomery, Federici & Andraws
Attorneys at law

Post Office Box 2307

S8anta Fe, New Maexico

Dear Mr. Morris: |

Reference is made to Commission Order No. R-2954, recently cntered in
Cage No. 3290, approving the Kewanee Atoka Grayb by | ‘Unit Water Flood onject

Injection 1s to be through the two authomzed water mjection walis,
which shall he equipped with 2 inch Extra Heavy fiherglass tubing and
packers set at approximately 900 to 960 feet.

As to allouable. our caleu}.ations indicate that when both of the
avthorized injection wells have been placed on active injaection, the maximum

2335z s okda this nadact Will be eligible to roceiva unéer th@ Pm"
‘visions of Rula 701-E-3 is 336 barrels per Qay. A ST :

Please report any error in this calculated maximum allowable immediately,
both o the Santa P2 office of the Camission and the appmpviate Distriet
proration ofﬂ.ce.

In order that the allowable assigned to the project may be kept current,
and in order that the operator may fully benefit from the allowable pro-
visions of Rule 701, it behooves him to promptly notify both of the afore~
mentioned ca-:ission offices by letter of any change in the status of wells
in the project area, i.e., when active injection commences, when additional
injection or producing wells are drilled, when additional wells are acquired
through purchase or unitization, when wells have received a response to
water injection, etec.




-OIL coN_SERVATiON COMMISSION
" Pp.o. BOX 2088
SANTA FE. NEW MEXICO
-2 - :
Mr. Richard §. Morris
September 8, 1965

Your cooperation in keeping the Commission so informed as to the

status of the project and the wells therein will be appreciated.
Very truly yours,

A. L. Porter, S §
Secretary-Director

ALP1Sg

ec: Mr. Poank Irby :
State Sngineer Office
Santa Pe, New Mexico
gil Comsevvation Commissiom
" Ps 'O_. Drawer DD
Artesia, New Mexico




‘OIL CONSERVAT!O?N:COMMISSION
. P. O. BOX 2088

SANTA FE, NEW MEXICO

- December 3, 1965

8ath, Montgméry, Pederici & Andm
Attorneys st la ]

P. O. Box 2307

Santa Fe, anexioo

Attentiori: Mr. Richard 8. Morrds

Refatence : madc to your mot Noveaber 30, 1965, regarding
. m;g;ui:fcﬁ rojest luthorind fot XmO&lceupInybyOrdorﬁo.
!~ h.

It 13 our undeuuxﬂing that it is Kewanee's intention to inject
water into the guthorized welis through internally coated 2 3/8 inch
ommﬂmrmmzmmhnvy fiberglas tubing dis-
cussod at the’ hoaring and authoviud by our letter of September 8, 196S.

The Canﬁsien ‘has no objactim‘z to tha ues of internally coated

PO S UGN - S5

stesal tubing in’ the INJOCTION weiis Of viiis pivject and Suz 1atizr o4
Septaember 8 io haroby amendad to permit its use.

; : Very truly yours,

A. L. PORTER, Jr.
'Secretary-Director

ALP:DSN1ag

ce: Ol Cmnmtion Commission - Artesia
Mr. t-‘nnk Irby State Bngineer Office - Santa Fe




R ’L) DEC 1 - 1965

Fo o LS esases SETH, MONTGOMERY, FEDERICI & ANDREWS
o . ATTORNEYS AND COUNSELORS AT LAW

A. K, MONTGOMERY - 350 EAST PALACE AVENUE

WM. FEDERICI

FRANK ANOREWS SANTA FE,NEW MEXICO 87501 POST OFFICE BOX 2307
FRED C.HANNAHS AREA CODE 50S

RICHARD S. MORRIS November 30, 1965 . ) TELEPHONE 982-3876
JOHN G. JASPER * : ) .
SUMNER G, BUELL )

SETH D.MONTGOMERY

Mr. A. L. Porter, Jr. ‘ 3
Secretary-Director ' :
New Mexlco Oil Conservation Commilssion
P.0. Box 2088

Santa Fe, New Mexico

R AL AN o A,

Re: Kewanee OLl Company, Atoka Graybu" Unit _ .
Waterflood Project, Case No, ,» Order No. R-2954

Dear‘Mr. Porter-

4
it RS RN s e

In the hearing of the above referenced case and in the representa-‘”
- tions made before hearing to the Office of the State Engineer,
" Kewanee 011 company proposed to equlp 1%s water injection wells
with 2" extra heavy fiberglas-tubing. In your letter to me dated
September '8, 1965 concerning this case, you have specified that
inJeetion is to be through such tubing. '

3
3
&
¥
=
3

Lol B Y
Sl , Ny
PR T N ST TR N L NN W

M“Kewanee Oil Company now desires“ ,fi
through 1nue1ndiiy“cdza¢u‘2-3/3" C.D:‘:t::l t“bir; re*he"~+hehnw.euw.w_.“
the 2" extra heavy fiberglas tubing previously proposed and
authorized. No other change in the project or In the make up of
the injection wells wilil be made.

L RAEEA

I v

. SO )

Since we do not expect anyone to have objection to this substitution
and since reference to the fiberglas tubing was by your letter rather

‘than by thé Commission's Order, We are hopeful that this matter may

E R be handled adminiutratively without the necesslty of a hearing. If
S | you can see fit to amend your letter of September 8, 1965 refcrred

Z to above to authorize injection through the steel rather than the

i fiberglas tubing, it will be greatly appreclated. :

A DR

W RGO

G R B AP

‘"U:Z L . o . very truly yours, . E
’: | /./t,{'/ e -' '. '/,(: . -'//2\4' 222 2
RSM:mfDb '

ce: Mr., Frank Irby, Chief, Water Rights Division, Office of the
3 State Engineer, Capltol Bldg., Santa Fe, N,M.

5 Mr. E., F. Strickland, Division Superintendent, Kewanee 0Oil
: Company, P,0. Box 3786, Odessa, Texas,




STATE OF NEW MEXICO ' i
- STATE ENGINEER OFFICE ' R

TS

. . . SANTA FE : ‘ ‘ .
S, E. REYNOL DS 'AODRESSS,TCAOTRERZZ;?:::N“ o
STATE ENGINFER Dece ber 2 1965 : . SANTA FE, NEW MEXICO 31501
’

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

.0il Conservation Commission
Santa Fe, N. M.

Dear Mr. Porter:

tii . neferénice is made to MP. Kichard S .Morris' letter of
' 1November 30, 1965 pertaining to Kewanee Oil Company' s
AtokaGrayburgIhut Waterflood Project, Case No. 3290,
Order R~2954.

Th1 "office offers no objection to the company subst1tut1ng
1nt“na11y plastic coated 2 3/8" G.D. steel tubing in place

. of the 2" extra heavy fiberglass. tub1nq Drev1daslv pronosed
and authorized for the subject waterflood project.

~

FEI/ma Yours truly,
cc-Richard S. Morris (2) ,
‘S, E. Reynolds
State Engineer

Frank E. Irby
Chief _
Water Rights Div.

e v et FATIVAL a1 b B
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STATE OF NEW MEXICO )
L . . } ss
COUNTY OF BERNALILLO )
1, ADA DEARNLEY, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the
~ foregoing and attached Transcript of Hearing before the
New Mexico 0il ConbetVét;on Commission wés.report%drbY'me:

‘and that the same is a trué and correct record of the said

proceedings, to the best of my knowledQe, skill andg ability.

‘ Witness my Hand and Seal this 26th day of August, 1965.
= -
e i A RNl
| NOTARY PUBLIZ
My Commissicn Expires:
June 19, 1967.
f do hereby certity that the foreso:ngnic
a coxriete record of t¥e procesding .
the Exzniner hoaring of Case ho. 33—!&33-F§ 32
h heerd Ly &e ofi...... Ao A 19bi
‘ 2D o 7 e . <t hnnuut
-ﬁa;";;xico 011 Conservati Lo-nlnsion
RIGIIPS. S ¥
' -
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; r 8 in evidence.

<4 £ ‘_ . :

- 4

- & MR. UTZ: They will be received.

¢ e 8 o MR. IRBY: Is your Exhibit G Rock Island's manual

i . . q ‘2‘ b4 ‘

: E = 2 2% number 10-647
- 3 é—_: % §§ MR. IRBY: I have no further questions.

3 oo % éf MR. UTZ: Any other questions of the witness?

N IR £

Z g A The witness may be excused; any other statements in this

r an 3 .8 case? N

iMoo~ g | :
A i = & kB (Witness excused.) :
i Rl 'MR. MORRIS: That's all I have.
¥ 'R — 4% o , e E
Th = ¢ 2% MR. UTZ: The cases will be taken under advisement. g

. = 2y : <
Ef p2r: (Whereupon, the Hearing was
i = o =R recessed until 1:45 o'clock.

z
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a If I might quote from a letter which was written
to Mr. Morris by a representative of the Fiberglass Pipe
Division of Rock Island, *"the maximum operating conditions
at temperatures to 150 degrees Fahrenheit, pressure 1250,
collapse 1,000, axial tensile 8506.5

Q What pressures were you going to inject at?

A In the case of Atoka-Grayburg, 700 pounds. In the

case of the'Atoka-SQn Andres, 1,060 poﬁnds,
MR. UTZ: Do you think tﬂat's enough safety factor?
MR. OUSTS. This pipe was tested to five times the
rated pressure and all pipe is hydraulically tested to one

and a half times before it is shipped.

I

MR.UTZ: This pressura is a working pressire .rather |

than an ultimate pressure?

MR. OUSTS: Yes, sir.

'MR. MORRIS: Will you st&te your name?

MR. OUSTS: John Ousts withzxéwdﬁeé in Tulsa.
(Hhereupon, Exhibit H in
Case 3291 marked for iden-
tification.)

Q (By Mr. Morris) I hand you Exhibit H in Case 3291

and ask you if that is the letter that you just réferredu

to?
A Yes, sir, it is,.
MR. MORRIS: We offer Exhibits G and H in Case 3291

Ao el
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in Case 3291 and ask you to state what that is.

;Aa\
IR
A Yes,
2 _ ,
& ! MR. UTZ: What make?
z
z :
5 A Rock Island.,
: o i
s % Eeo | MR, UTZ: What's its test strength?
L EF v
8 pigfé A We have it --
=} 83 (Wwhereupon, Exhibit G in
as & 23 Case 3291 marked for
e~ g 1§ identification.)
o0 X g R :
L= § $§ MR. MORRIS: If I could, just an aside here, we
T s w3 ,
= ‘§g@ will introduce this as an exhibit.
| soew SN S *35. 1
2 ¢ cE |
= g 5 MR. UTZ: Sure.
a 2 33 |
=N 8 G% . o REDIRECT EXAMINATION
AR - o v TR
!:. E ; §§ BY MR, MORRIS:
C e — - . . )
; g : ik Q I hand you vhat has been marked Exhibit Number G
~ g ao! .
L = & EE :
g

i e

v e emeiwma ity HMidvWAS AW WAWM AT weans

Rock Island Company in which they set out the properties-of

their fiberglass pipe. |
Q And this is the pipe you propcse to use 1n your,

both your Grayburg and San Andres projects?

'§ A Yes, it is,

; MR, UTZ: Wwhat is the strength of that tubing,

is it laminated tubing, reinforced tubing?

A It's laminated, reinforced laminated.

. MR. UTZ: What strength is it?

—
L _l
-
i
-
i .
<
o
. L e -
-
-
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Q In your previous testimony, you said the method of
completion Zor these wells had previously been approved-by
the Commission. Did this include the fiberglass casing in
that approval?

' A ‘Ifthink in that instance, we may have used stsel
tubing, |

Q Bo6 you know.of any case where the COmmissién has
approved fiberglass casing?

| A It's my understanding that the project involving
the Tesorﬁ Company was approved using !Lberglassftubing.

Q I'm familiar with this application, but not the
approval Qf'it.

A Well, I §t§hd“éaiféétéd”aé’ﬁéfth* agproval then.

Then, I do not know specifically whether it has been approved

or not.
I_think,;thg application referred to was originally
styled apbliéation of Texas Star Petrolaum Company and they
later changed their name to Tesoro and it involves the Hospah
area in{acxinley County.

ﬁR. UTZ: Is this fiberglass tubing'or fiberglass
casiné?

A It's fiberglass tubing.

MR.UT2: Is this high strength fiberglass tubing?

MR. MORRIS: Foi iic Dizminévta information, this was|
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g $ A I aid.
éﬁ % MR. MORRIS: We offer those exhibits into evidence,
it . - '
i d b . )
f S Mr. Examiner.
N T - . = 8 :
v jr? <o & ¥Q ;
(4 = ;5 MR. UTZ: Without objection, the exhibits as stated
| L S8 f : : .
e g{% as & g; will be entered into the record, .
oA = g BE '
o = x §§ (Whereupon, Exhibit 1 in Case
o QEE=E v 23 :
iy o £72 3289, Exhibits A through G
: o0 I oz. in Case 3290 and Exhibits A
i R Iz through F in Case 3291 were
AR B e offered and admitted into
4 = 2 &% evidence.)
o of i |
e = o g MR. MORRIS: That's all that we have of Mr. Graham
He "3 3 g% at this time,
4 = - o X
: gis! ;-. £ gg MR. UTZ: Any questions?
ik =g a3 « S, ' n _
a — = if MR. IRBY: Yes, sir, ‘ T e
BT 2 '“ L5~ IR ¢ B -
i @ B gg ]
ol CROSS EXAMINATION
ALd .
¥ BY .ﬁR. IRBY:'H

B EEA ¥  uﬁ§gf§:qh9m3;I-ém‘hot sure that you are the one that

prepared this reply to my leﬁtefjwiﬁthyba hive-an"aﬁalys;g~
’qn the Atckﬁvafybuzg water supply that indicates it came
from Wéii Number 2 and I am not sure that I am familiar with
whare that well is. Is this youi well or the Fanning Well?
A It's the Fanning well. | -
Q Apd this other analysis is the produced water

from Levitt S-22

v A Yes, sir.
e
.
e
i
"-.»
i . 2 .
. i ] .
» v 2T ‘
& -
. .
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0 é to be injected?
[ KR}
i,--. % A Not of the total amount since this is a pilot project|
‘ ; S Q  You will just have to wait and see?
. it e ~ Xz A Yes.
' i e - £ 43 Lo
: 023 g 3> Q What is the anticipated ultimate primaxy recovery
F‘;‘ j‘v*::’; : i . ; g . g § . .
' ’ =t %g in the San Andres on your Levitt S lease?
RN < v 2
&5 : gl«l z e
; » . E “ 23:,0 H ,%f A We have estimated an ultimate primary recovery of
L =G E3 | 282,000 barzels of ofl.
= £ 4. : . ,
{ ’ :“ a  § . Q What do you expect performance on secondary recovery: |
i ‘ “ g . .
iw @& g §§;’ will be?
L= 8 o
= = - A We expect to recover at least 50 per cent of the
< 3> 2 ogs | ST
R _ 2 EES ultimate pr:.mary by secondary means.
e L P25 § 2o Q Do you expect this area to be the same, better or
T s =2 ; , :
i -~ worse than your Gravburg flood?
;M A* ’ uased on our prelzminary stud:.es ‘ we antxcipate
« v » ' that thzs will be somewhat better or is a somewhat better
B C ' F waterflood prospect than the Grayburg formation.
a i | , Q Do you propose to operate this project under Rule
St .
A 701 of the Commisgion's Rules a.nd( Regulations?
. | |
Hh A Yes, we do.
x Q Mr. Graham, did you prepare or partieipate in the
preparation or supervise:the preparation of the exhibits,
- being Exhibit 1 in Case 3289, Exhibits A through G in Case
- 3290 and Exhibits A through F in Case 32917
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2R through perforations.

gl;

}- Q How do you propose to convert this,we;l to water
i

v injection?

| o

[
v

A We propose to run heavy duty fiberglass tubing,two

E

dearnley-meier reporting service, inc.

inch, to set it on a tension packer above the perforatious

-
e

T

and to inject thiough the fiberglass tubing into the producing

-—
e

zone.

Q This is as shown on Exhibit F to the application?

—————.

1A R SRTAYw y e,

b

¢ PHONE 243.6691, ® ALBUQUERGUE, NEW MEXICO

A Yes.

0 How does your proposed completion and equipplng of

DEPOS!NON.S, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

this well compare with the injection well previously approved

1213 FIRSY NATIONAL BANK EAST o PHONE 256.1294 o ALBUQUERQUE, NEW MEXICO

1120 SIMMS'ALDG, '8 P.O, BOX 1092

. ig pg for the Atoka-Grayburg area by Order Number R-27207
SO & ,
:2? 'g a It is essentially the same equipment, the only
sad b S
_%ﬂ difference béing that -this well is completed through perfor-
-?%f ations rather than open héles o
";;£§“ Q ‘I believe ybu s;id previbusly, Mx. Graham, that your
; | source fer water for this flood wadia be produced San Andres
| gj' ’ : water only?
- éi '> _— A That's correct.
,3; Q what réte of injection and pressure do you con-

template for this well?

i A We anticipate an injection rate of 400 barrels per

E, N day at 1,000 pounds,

gi L_ 0 Do you have any estimate of the total amount of water|
i



et

dearnley-meier reporting service, inc.
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attendant increase in water production from two to 40 barrels

~ per day.

Q So that one welliaécounts for 25 of the 65 barrels
per day that the sixfﬁells on this lease are produéing at
the present time?

| ‘A Yes,

Q What does Exhibit)D to the application show?

A Exhibit D again is a regional ownership and develop-~
meng_plat showing production within a two mile rad;usrof‘our
proposed injection well.

Q  What is Exhibit E to the application?

A Exﬁibit E is a ﬁyﬁiéal log of a well ;nAéhe Atoka-
'San Andres Field, this particular exhibi£ is adlog of the
’%roposed injection weli and is a gamma ray neutron log and
shown éherébh'is the‘iép of the Grayburg Formation, the top . .

of the Grayburg 0il Sand or Premier Sand, the top of the San

 Andres formation, and the Slaughteryc prdducing zone.

Q How is your well Number 9-S, your proposed injection
well'éreaently completed and equipped?

A . This well has four and a half inch casing set at
1770 feet. It was cemented to surface with 195 sacks of
cement. Thisycementing operation was witnessedyby a rep-
resentative of the State Engineer‘s Office.

?his well has

casing set throughithe producing horizon and was completed
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w ; }} Q 1t is the Slaughter C zone which will be water-
~ g flooded? -
}'m §, o A ’In our particular case, yes.
. H f_:“g & Sg Q wWhat does Exhibit C show?
: 3
i-; 2_35 g g% A "Exhibit C is an oil production graph showing the
’ - QED § g% ” dalily average oil production of Kewanee's Levitt S lease
,"‘;: Al :n § . :'f in Eddy County, New Mexico.
:: E f ;g Q What is the current rate of ptoduétion ‘on this
": %" % ?% lease? |
: r: | ‘é_-; é ;é a The current rate is approximately 65 barrels of oil
‘i ; & ‘;’§ |  per aay. »
s r: _;Z_; § §§ B Aw(b)mf-‘or how many wells? |
Lr B EHH| a ror eix protucing wents.
. ‘{,‘ ’ ‘ Q  In your opinion, Mr. Graham, could these wells be
. ‘properiy classified as stripper wells?
; A‘_ YeAs',"si"x:‘.
... e Q I note on the. exhibj.t‘th\a’tu the ptdd\i”ct'ién ’shows To
‘ ,ﬁ B have taken a jump during. thg recent months, could you
) s“ explain that? |
__ A A ;rh'ai;iziﬁcrease in producti.on is due to the fraci:ure
treatment of one well on the Levitt lease, the pumber 2
- well. It resulted in an increase of product_ion from five
barrels to a maximum of 32 barrels per day and that‘prd—,—
“_ — : ‘duction has now declined to 25 barrels per day. We had an
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A We propose to convert an existing oil well producing
from the:San Andres formation to an input well, this well
being Number 9-S as shown on Exhibit A. This well is
located 1680 feet from the north 1ine, 990 feet from the
west line of SQction 13. We propose to utilize produced
water a--odr source of injection water, that is; watér_pro-
duced from the San Andres formation. 7 )

Q ﬁI noﬁe on this Exhibit A, that there are a ﬁumber
qf San Ahdre§ wells in the area. Why have you proposed only
to convert one well to an injection well rather thap a
larger project at this time?

A As ﬁentioned previausly,“there is still véry
ﬁtim@r?‘dgvelopment going on in the Atoka~-San Andres Pool
and ﬁe%ﬁoﬁe 5y means of a pilot project to gain information
which will enable us to determine the feasibility later on

of a field wide unit and waterflood operation in the San

Andres formation.

Q  Referring now to the other exhibits attached to this TR

applidatibn, Mr. Graham, what is Exhibit B?
A Exhibit B is a structure map of the, one of the

producing members of the San Andres formation, béing the

siaugﬁter C zone and as noted on Exhibit B this structure

covers considerable more area than that which we propose to

obtain approval for our pilot project.
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Q What was that figure, again?

A 180,000 barrels of oil.

Q What do you anticipate will be your experience on
secondary recovery operations as far as the recovery of
additional oil is concerned?

A We antiéipate that we will recover‘by sécondafy
means at least 50 per cent of the ultimate primary.

Q Do you propose to operate this flood under the
provisions of Rule 701 of the Commission's Rules and
Regulations?

A Yes, we do.

o ”Tﬁfﬁiﬂg'yuhr'attcnticn<next{;Kr,,Graham;;:oﬁfhg
application Kewanee has made in Case 3291, what is sought by
that application? |

A §y~this gpplication'KeWahee seeks to obtain

approval to conduct a pilot waterflood project on its Lavitc |

S lease, comprising the northwest quarter of Section:13 and
the east hélf, northeast quartexr of Section 14, Township
18 Sdu£h,'Range 26 Rast, Eddy Coun£y, New Mexico.

Q Is this area that you have jdst referred to shown

on the Exhibit A to the application in this case?

A Yes, it is.
Q How do you propose to institute waterflood operations

in this area?
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. t f‘: z MR. IRBY: Township and Range?'
A L g A Township 18 South, Kange 26 East, Eddy County.
: ‘ é : § o Q (By Mr.»Mor:is) will freahrwater be used exclusively
o %r; = E ”%% as the source for this project? |
) ;g E a2 é. g% A Injtially it will be used axélusively; as the floo§
'>§ ’ ‘gé g A%g progresses and we bagin to get produced water, it will be

i :z} % %? injected into the Grayburg formation.

«E 3 ,,,,,,,, Q  What will be your total water requirements for the

g % é %% project?

z ﬂ ; § gé A We estimate that it will require ‘1‘,800.000 bgrrels
'%E& ‘g; g ?%r of water to flood this formaéibn,‘of?that ﬁe'an:icipate that
;ngii ﬁég § ég 600,000 barrels of water will be fresh water, the rest will
';g §§ g 'zg be reinjected produced water.

= 5 =

Wz‘ﬁ.’&mﬁ

I3
S
A

Q  What willbe the rate of infaction and at what
pres#ure will the water be injected?

A We anticipate an injection fat’e of 300 barrels per
day per injection well and a pressuré of 700 pounds,

Q wimt has been the ultimate, v’or what is your esti-
mate of the ultimate primary production from this pool?

A Our estimate of ultimate primary production was
some 180,000 barrels of oil and that 'is‘just about

what we have produced. As mentioned previously, we are

essentially at the economic limit and are continuing producton

‘ t in order that we might conduct this waterflood project.
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zf" 2 by the commission in Case 3061, Oxder R-2720 dated June 3,
:rg % 1964.
A 5 Q (By Mr. Morris) Are there any substantial differ-
.z 8 ) :
E =2 3 E% ences, Mr. Graham, between the type of conpletion that you
3 = 5 33 = ‘ ‘ — .
gr Pl % f,; have proposed in this case and the type of completion made
il e F 3 » ,
S = E g2 in the injection well in that Dayton-Grayburg project?
s1¥ T .3 A  No, there is not.
1y 2P . B o ,
:lh, _:E:_; E 3§ f Q What will be the source of water you propose to
s, == E %5‘ use for this injection program?
o2 s
S RIS 5 A Por the Grayburg flood, we propose to use fresh
LT e g § 9z water from the Artesian Basin. We have obtainhed ceztain i
R R . ¥
b = 3 g‘z;; : water rights or certain water rights have been converted
Fr—R ¥ _ : _
A to this use. This is also the same source of water which
iaa - YE 82 o -
B - & == . e
e is being used in the Dayton-Grayburg flood.
: «« : , Q  Have applications been made to the offide of the
N 1 _ ~ State ‘Engineer for transferring ownership, placse cf use
) i“ f v and method of use of this water? ;
o : ’L‘ A Yes.
o Q And have they been approved?
A Yes.
‘ Q what will be the location of this source well for
) this fresh water?
T = A The source well will be ljocated in the northeast
quarter, southeast quarter, Section l4.
i - -
:‘_/;1 * ad




By 15
L, e 3
;E - !s o open hole in the Premier Sand.
o p % Q  Go on to the next well and then point out, referring
- ; Q% § o to Exhibits F and G to the application, how these wells will
-3 P = 5 g,ﬁ’; be converted to injection wells.
: {; o3 § %% A Levitt Number 1l has seven inch casing cemented at
gg Z % gg 960 feet with 280 sacks of cement. It was cemented to the
| " :g :;;, g; surface and again, this cementing operation was witneaséd by
i o= < 3z .
3‘4 —'-:_::— g ég a representative of the State Engineer's Office. Total
i: ? § ié - depth of the well is 986 feet, it too is completed open hole’
§ g :;::fg in the Premier Sand. As to the completion of the wells for
: ﬁ% § ‘;’E _injection‘purposgs, we propose to set two inch heavy duty
ﬂ —g : g g% ‘ fiberégass_.-; At-.‘i:b'i"rfg on tension packers in each well, and to
M g § §§ inject water through the fiberglass tubing into the pay
i ] Zone.
,: Q o Has this method of completion pieviougly been
‘ : approved by thisi Comission for water injecuiui purptoee?’
‘ i: A Yes. Essentially" this same type of injection'w_e‘lli
i.”‘ | was appro§ed in our payton-Grayburg Flpod <'appr<_:ximately
”»:‘ one mile south of the proposeé Atoka~Grayburg Unit.
- ..) Q That area appears down in Section 25 as shown on
: ijhibit A that you previously referred to, is that correct?
A That's correct.
L” MR, MORRIS: For the Examiner's information, that
: L waterflood pr’oject, the Dayton-Grayburg project was approved
. % -




! - PAGE
oot 5 14
= 2 proposed injection wells.
. % Q This plat was submitted in accordance with the
' § . requirements of Rule 701?
B i | |
g E = & %8 A Yes.
3 g‘:‘ o3 : §§ Q@  Referring next to Exhibit E attached to the
: r &3 g g% application, what is that?
IR P A Exhibit E is a typical log of a producing well in
IR ‘ _ | |
G R the Atoka-Grayburg Pool. This particular log being the log of
g E;S § ‘:g one of the proposed injection wells, specifically it's a gamma-
L | e S e |
‘” F =8 %g - ray sonic log. shown thereon is the top of the Grayburg for- ;
tlg &> 8 of | : | '
b = & 3‘ . mation and the top of the oil producing zone or P:omier Sand.
Gm 2 ¢ 2% Q How are the two prop‘osea*i-njec::*.c:~.~~«.-‘.--:1.ls‘_presently,,w,__;-_
= I 2- : , o Ty
T T ot 2 I
,5 g E é ég '; equipped, mechanically? |
s ' A  Levitt Number 3 has five and a half inch casing --
g o No, excuse me, has sight and five-eighths inch casing
KN | cemented 803 feet, cemented with 375 sacks which circulated ;
? i ; to the surface. |
# ; h’ . h - :
' Q  Was that cementing witnessed by any regulatory
P :
R agency?
1_ A Yes, it was witnessed by the State_Engineer's*Office.
e In that well, also, there is five and a half inch liner
Lo . .
- cemented inside of the eight and five-eighths inch casing,
e total depth of the well is 975 feet. It was completed
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o %;} é A Exhibit B is a structure map of the Atoka-Grayburg
:; §~ g Unit Area which has been contoured on top of the pay zone
s éi% » § . which is the Premier Sand. It shgws essentially the limits
. {”E ’;%é ‘E gg* of production from the Premier Saﬁd’in the unit orea.;(v
(E ‘ 2§' § g%x _Q Retorring next to Exhibié C go the application, wili
L r ?5 § gg | you state what that is apd what it showo?
’igfi ‘;;) é, é? A Exhibit C is a ptOductioé graph showing the
| ;E EEE ;ﬁ ,gg, monthly oil oroduction from oll w@lls in the Atoka-Grayburg
'é{} ‘§§'§ §§$ Pool. 4 ; . %
"'ﬁ .§§ g A%g' Q What is the present rati of production?
5,§ :EE §§; §§  A The present rate of production is approximately
. iéﬁ ég? é ,§§ 300 barrels per month, or approximately 10 barxels per day.‘
S Iy §§ g :§§ Q ror how many wells?
i ™ 2R
;,cf} A Eight active producing wells.v
;;ff'%jfﬁfij , T q : Based upon that rate of%production would it be
» ;i;o your opinion that these waells properly may be classified
;; stzipper wells? |
R A Yes, They are detinitely stripper wells, 1n fact,
- the lease hleor'all practical putposes reached an economic

limit.

 Q-> Referring to Exhibit Dfattached to the apolication,

will you state what that is and what it shows?

A Exhibit D is8 a regionai ownership and development

"‘Qb\ plat showing production within éhe two mile radius of the
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Q These wells are shown on the plat which has been
marked Exhibit A in this case?

A Yes. They are marked with a circle as our

f

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

4
¥
H

proposed input wells, To go a step<further with that,
depending'én the performance of the flood utilizing these
two we;ls as 1npu€ wells, we would determine whether or noé
to drill Well Number 13. If we get the stimniatlon we
anticipate, thén we would drill well Number 13 as originally
blanned.

Q Then, as a result of this Hearing, you would prdboie'
‘that ﬁ,new order be entered but that it not supergede the
érevious authority given to»you by Order Nﬁmber R—Z?éiﬁ

A Yes, that's correct.
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Q In the event that you decided that you want to )
drill the Well Number 13?
A Correct,
MR, UTZ: Actually, you want that order amended,
is that right?
‘MR, MORRIS: It could have that effect, Mr,

Examiner. Either way would be fine. Our proposal is that

it not "bVeA supers:eded,

Q (By Mr. Morris) Referring to the Exhibits which

were attached to the application in this case, would you state

what Exhibit B is and what it shows?
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MR. UTZ: For the Grayburg?
MR. MORRIS: Yes, sir.
Q (By Mr. Morris) With respect to the authorization

that was previously granted by the order that I have just

;referred to, Mr. Graham, is it true that that Well Number

A 13 has not been drilled?

A It has not.
Q Why not?
A After we received commission approval to inject

water into the Grayburg formation'through Well Number 13,

with Standard of Texas. Subsequent study of the area indi-

cated:that it was more feasible to unitize the leases in

order to prosecute a waterflood project and for that reason,

v W R

et Wef!

T Nt A0 b s wmwm e DIl £F A

include the Standard of Texas lease.

Q What is your present proposal wi;h fespect to the
institution of waterflood project in ﬁhis area?

A Ou£ presenﬁ proposal convert two existing
oil wells to water input wells, these wells being Levitt
Number 3-G and Levitt Nﬁmber 11-G. Well Number 3§§ is 1o§ated
1650 from the north line and 990 from the west line of |
Section 13. Well Number 11-G is located 990 from the north

line, 2310 from the west line of Section 13.

G mgas TR
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g’: é A Yes. |
‘ m 4 é Q What will be the effactive date of the unit agree-
. : e § . ment 1f approved by this Commission?
| ‘- r: u‘: ? é% A If approval is obtained by the Commission prior
; =% 3 _
; r; o3 % gi to September 1st, we will be able to make effective date
% " :’1:’ § ‘gg of the unit September 1lst.
v Iki :Jﬂ § é? Q  Turning your attention next, Mr. Graham, to the
( E ?3 § §§> application by Kewanee in Case 3290, would you state what
@ —ly o 4
;E %‘ g %% it is that Kewanee seeks by its application in this ‘case?
R = § gé A Kewanee seeks by this application as unit opera or;
i a E ‘é’ :E: 3% ~of the Atoka-Grayburg unit, to conduct waterflood ope..ations
: , , E _g ; §§ on the leases comprlsing the Atoka-Grayburg unit.
‘ T ;:: g § g %% MR. MORRIS: As an aside at this point, Mr. Examinér.
,; :'; P = s I would point out that a waterflood project in this Atoka-
j : _‘Zh- SRV S P ;r‘rv-»avh"wrv PAnl hae previsuzly Leéh audiaviized by the uomm:.ss:.on:‘ '
é ‘ o ? : aﬁf ‘2 Hearing before the same Examiner in Case 3062, which
% E L: resulted in Order No. R-2721 dated June 3rd of"1964.1 That
% ) ~ o ;otdervauthorize“d the injection of water into one well locatéﬁ
H 7 ’ ;
ri ? e ‘in Unit F of Section 13, which was a well to be drilled. It
i * L: does not appear on f:he plat the Examiner has before bim.
% 7 . Tﬁ'aﬁ viéli hasri‘hot’ been drilled and the witness will ’ex‘p‘lai’n‘f?
E :h " the situation in that respect, but I thought that the Examiriér
‘2 l - should be apprised of the fact that a previous order has beén
‘ ; entered respecting waterflood opetat:ions in this area. |
i: ’ \ -«
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- 2 A Participation was based 100 per cent on productive
it 5
" 2 acre feet of the Grayburg formation as described in the unit
NEIH : e
? ] o agreement. The productive zone in the Grayburg formation
14 . 2@ . ,
S22 8 §§ which contributes to ‘production is what is known as the
T 8 g3
;’: ﬁ § §§ Premier Sand and the basis of participation was determined
.= ¢ §3 : :
fr g £ §§ f.romvan engineering study of the area, a study of well logs,
ool o0 £ - s cores, to determine what the contribution of each tract would
B = % ,‘f’,‘g
’ r: — 5;‘ be to a unit project.
F &= 3 8 0 How do tracts become qualified under this unit
e . a
, = 8 gg agreement for participation in the unit?
’fz‘i}i .; g g2 5 f [ i L ; :
;= & <% - ~-A - . Tracts become qualified by the ratification of
: f” - Z ;% - . - R R .
T 2% working interest and royalty interest.
fm = 3 %3 « |
. a3 o os Q ‘That's Article Nine?
RS Sl — I : , |
e Iy .. A ‘Article Nine of the unit agreement. There are
‘\" varioﬁs provisions under Article :v.’iae:by which a tract can
SRS qualify, the first one being that 100 per cent of the working
,a" interest be committed to the unit agréement and that 65 per
, cent or more of the royalty interest be committed.
B — Q Under that criteria, have all tracts in the unit
_~ qualified for joinder and participation in the unit?
’“ A Yes, they have.
Q With respect to the one overriding royalty interest
= that has not joined to date, are there provisions for
_ subsequent joinder?
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. Atoka=Gravburg Pnol deia_ - Thare is 5till sowe deveiopment

—
A We are seeking to unitize what is commonly known

as the Grayburg formation, that formationiis described in
the unit agreement.

Q That is Section 1.2 of the Unit Agreement?

A Yes.

Q In Case‘329l, kewénge is applying for permission‘,'k
to institute waterfl§od project in the San Andres formation
in this area. Why has not the San Andres been unitized
as well as the Grayburg formation?

A Well, as mentioned, the Grayburg unit includes all
known producti¢ﬁ<from the Atoka-GraYbﬁrg Pool, whereas the
leases thch we?prﬁpose to wéterfléo&’in the San Andres
constitutes only a part of the Atoka-San Andres Field.

It's quite extensive an area, covers much more area than the

going on in the San Andres Field and the field as a whole
has not reached the point where it's felt that unitization
is practical,

Q Your proposal for waterflood in the San Andres onlyk
concerns one well and will be proposed merely as a pilot
project, is that correct?

A That's correct.

Q Under the unit agreement, what will be the

participation factors for the various tracts?

o
(S SSRRTIN IR
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%rg A Yes, we have., We have obtained rétifiéatidns'ﬁy
. .gn all of the basic royalty owners, by all oil payment owners
%‘! and by all 6Vérriding royalty ownérs with the éiceétion of
%%:i Q Has anyone refused to -~ Well, has the one overriding

royaléy interest that has not joined the unit been contacted?

WY
TR
o

e

A Yeas.

.‘
i X

Q Has he rqfused to join the unit?

B RSN AIEY I TR ST s

A No.
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Q@ You still expect to obtain his ratification?
A

Yes, we do. He has traveled quite extensively and

' A} F?! . ) ) ‘
- ';‘; L . 1t has just been difficult to get in touch with him

N20:51MMS BLDG. © P.O. BOX:1092 o PHONE 243-6491 » ALBUQUERQUE, NEW MEXICO
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- personally.

Q ‘What is the form of the unit agreement?
A .. This unit agreement is patterned after the model

! API form which is used extensively in the mid continent area

where Federal or State 1and§Vare not involved or where there

[l

is not a prescribed form of unit agreement o be employed.

oty By 7

Q I believe you said at the outset that the purposae

“of férming this unit was to conduct waterflood projects
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in this area?
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A That's correct.

o
-

P TN

Q Again, would you state what formation is unitized

P

under the unit agreement?
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i § Q Now, in the customary wanner, are the tracts within
§ § _
;r 3 the unit area shown on this exhibit by number?
3 fl; >
2 s 3 .
< A Yes, they are.
i pg <5 3 83 ; A
=y ;5 Q And that is keyed over to Exhibit A to the unit
L % %3
‘%"E @2 8 ‘5"1‘ agreenment concerning ownership?
£ Rt g a3
T - w 2¢ . . . s .
g = % 23 A Yes, Exhibit A describes each tract and lists the
i SR~
oo % oz tract number.
= 3z
E B ; Tu3 Q Now, I believe you said before that the only working
! %’ % 2% - interest in this unit were Kewanee and Standard Oi.l Ccan
5 § S v, ) N
R - & T
fmms 2530l ~of Texas?
P ? 8 %3 A Yes. Actually, they operate under the name of
‘ ?i = ¢ g’;' | seandard of Texas. It's the California 0il Company, the
3] BT parent company who is the other working interest owner.
}i Q  What is “the status of tne worm.mj‘ intersst committ-
r ment to the unit agreement?
g E A 100 per cent of the working interest has been -
§E committed to the unit agreement.
& ‘ Q Are there any Federal or State lands involved in’
S this unit?
A No.
E Q 1t's all what we call fee lands?
!? A Yes.
- ; -
Q Have you contacted the royalty owners to secure
™ their approval to this unit?
S o
i
v L ik

-




the purpoSe of conductiny a secondary recovery project by
the waterflood nethod. We are seeking to unitize the
Grayburg’fornation. |

Q 1f you will refer to what has peen marked Exhibit
Number l‘iﬁ this case, will you state what that is?

A Exhibit Numbex 1 is a copy of the unit agreement

o ALBUGUERQUE, NEW MEXICO

for the Atoka-Grayburg Unit, Eddy County, New Mexico.

dearnley-meier regert

Q@ ~ If you will refer to the attachmeﬁt to that unit

agreement which'is designated Exhibit G, it's the last page,

I believe, will you state what that is?

1Y
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A Exhibit B is a plat which shows thereon, outlined in

heévy‘blabk line, the unit area and the acreage that will

1120 SIMMS 810G, @ P.0, BOX 1092 & PHONE 2438691

1213 FIRST NATIONAL BAN
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be included in the Atoka-Grayburg Unit. 'Tﬁié“aiea'i5~

located some five niles south and two and a half miles east

of the City of Artesia, New Mexico, in Township 18 South,

Range 26U§$§£::L“'M“‘““”W“*“*?wJJMM~WWMWWM:_‘hwhvM_hhﬁ .

Q What area does this cover with respect to the

producing wells in the Atoka-Grayburg Pool?

A  The unit area covers all known production from the

Grayburg Formation in the Atoka-Grayburg Pool.

Q  Now, are the Grayburgd wells shown on this plat

by any barticular legend?

A  Yes, the Grayburg wells are designated by the

he well nuiB®¥. ——

. .

. jettering after the well number.
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éxeéution by other parties to various agreements. |
. Q Are you familiar with the application of Kewanee
0il Company in Cases 3289, 3290 and 3291 before the Commission
hq;artoday? : -
A kreé,vz‘am;
MR. MORRIS: Are the witness' qualifications
acceptable? |
. MR. UTZ:A Yes, they are. N
Do you have yOuf’Exhibits marked?

’ MR.'MORRIS: "No, actﬁélly all of our Exhipitsrare
attachﬁé;ts to the appiiéhtion"iﬁé'WGWVEfé“waﬁd4fiig4£f+lt~»
would beAacceptable to the Examiner to merelfArefer to
those Exhibité as théy are marked as attachments.

wHyQ,;pTZ:'>It will be alikright as long as we get

one of them marked.
MR. MORRIS: All right.

(Whereupon, Applicant's
Exhibit Number 1 in Case

3289 marked for identificatio

and Exhibits A through G
in Case 3290, and Exhibits
A through F in 3291 marked
for identification.)
Q (By Mr. Morris) Mr. Graham, what is it fhat Kewanee
0il Company seeks in its application in Case 32897
A We seek there to unitize certain leases operated by

Kewanee 0il Company and Standard 0il Company of Texas for

pe
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DIRECT EXAMINATION

BY MR. MORRIS:

Q Mr. Graham, will you please state your name, by

E Ca

f

whom you are employed and in what capacitf?
A My name is J. W. Graham. I am employed by Kewanee

0il Company ln Tulsa, Oklahoma, in the capacity of Joint

Interest Superintendent.
Q Have you breviously testified before the New Mexico
0il COnservai:ion Commission or one of its examiners?

A No, I have not,

=&

oy |
‘dearnley-meier reporting service
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Q lhufld‘iyou briefly outline plsase, your 'education

praatt |

and experience in the oil industry?’

SPECIALIZING IN;
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A I received a B.S. degree in Chemical Engineering

(&)
o

was subseguently employed

- from Rice University in 1547,

by Pan American Petroleum Corporation for 18 months, and for

- ¢

the past 16 and a half years I have been in the employ of

Kewanee 0il Co pany in various engineering capacities up

.
i

to my present position.

Ll

Q what aée your duties in ybnr present position, Mr.

!

Graham?

i

a Esgentially to oversee the :pfépazag}iﬁh and

execution of various unit agreements, to sit in on engineering
- committee meetings, relative to data that is prepared for the

o purpose of determining equities and to obtain ratification or
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NEW MEXICO OIL CONSERVATION: COMMISSION
Santa Fe, New Mexico

August 11, 1965
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"IN THE MATTER OF:

Application of Kewanee Oil Company for
a unit agreement, Eddy County, New Mexico.

Application of Kewanee 0il Company for
a waterflood project, Eddy County, New

)

)

)

)

)

)

) ,

g > 35"
Mexico. . _ ) Case No., 3 5 ~

PN . . , ) 3290 an-
Application of Kewanee 0il Company for ) B

') .

)

)

)

)

a waterflood project, Eddy County, New Mexico

K
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BEFORE THE OIL CONSERVATION COMM/ESION
OF THE STATE OF NEW MEXTCO

S
e f’“,«'
IN THE MATTER OF THE HEARING o,
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:
CASE No. 3290
e
95

Order No. R-

APPLICATION OF _KEWANEE OIL COMPANY
FOR A WATERFLOOD PROJECT, __ EDDY

NEW MEXICO. : \ '
ORDER OF THE COMMISSIZSﬁi::::;/////

This cause came on for hearlng at 9 o clock a.m. on
August 11 . 1965_, at Santa Fe New Mexico, before Examiner
Elvis A. Utz - . ‘

COUNTY,

BY THE COMMISSION:

'NOW, on this _day of August 196 5 , the Commission,
-a. guorum be;ng present hav1ng con51dered the testlmony, the record,
’ and the recommendatlons of the anmlner, and being fully advised
in the premises,

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

matter thereof.

(2) That the applicant, Kewanee Oii Company = .

seeks permission to institute a waterflood progecchnxximxxxxxxxxxx

-}n the Atoka-Grayburg _Unit Area,
Pool, by the injection of water into the

Atoka-Grayburg

Grayburg formation;through two injection wells in
Section_ 13 , Tcwnship_ 18 Aoxel, Range_
‘ South
26 MWkt , NMPM, ddy County, New Mexico.
East

(3) That the wells in the project area are in an advanced
state of depletion and should properly be classified as "stripper"
wells.

(4) That the proposed waterflood project should result in the

recovery of otherwise unrecoverable oil, thereby preventing waste,




(5) That the subject application:should be approved and the

project should be governed by the provisions of Rules 701, 702, and

L

703 of the Commission Rules and Regulations.

IT IS THEREFORE ORDERED:

o AN

(1) ,That the applicant, Kewanee -Oil Company '

is hereby authorized to institute a waterflood pro;ect bocbhex

: e g;n the . Atoka—Grayburg Unit Area,
Atoka-Grayburg "Pool,by the injection of water into the
Grayburg - formation through thé fdliowfng—describedAWells
in Section 13, _ : ~
s Township_ 18 Weowddx, Range_ 26 We=k,
: South A o § East
NMPM, Eddy _County, New Mexico: -

z/«M

“Leavitt Well No, 3,/152; feet from: the north line
and 0 feet from the west 1in :
and 99 A aca?l) SRS S S D F R
Leavitt Well No. 11,990 feet from the north line o
‘and 2310 feet from the west line.

i A IV

e e i TR B AR R e e e oo e ) - - ad o - SR O S NP

(2) That'the.subject waterflood project shall be governed

'3 ' - by the provisions of Rules 701, 702, and 703 of the Commission
Rules and Regulations.

' Al

(3) That monthly progress reports of the waterflood project

. herein authorized shall be submitted to the Commission in accord-

ance with Rules 704 and 1120 of the Commission Rules and Regula-

tions.
N\

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

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

DONE at Santa Fe, New Mexico, on the day and yearuhergln-
above designated.
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© LAND COMMISSIONER
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MEMBER
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GOVERNOR
EDWIN L. MECHEM
CHAIRMAR

State of Vet Wexica
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STATE GEOLOGIST
A. L. PORTER, JR.
SECRETARY - CIRECTOR

P. 0. 80X 2088

D el A Monan ke e
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_ =
Richard S. Morris /704” o AN~ 2V ‘afi /!/&4/{«4:2[/‘{/”

Federici & Andrews . 700____ ‘? < 0 f
Qe

Mr.
Seth, Montgomery,
Attorneys at Law
Post Office Box 2307

santa Fe, New Mexico
Dear nr. norris: »

“Gor

4 emce-hamn.u..c‘o ission Order Ng. R- 2954 entered 17 Case
No. » -approving the M %& e A
Water lood ProJect.

wells have been placed on active injection, the maximum allowable vshich thls

.nro1nr+ W(II ho n\%nlklo 4a nnaa‘qp tmdaridha mmaid sl ans o f DLYE 01T

T wh VY weiee Wi A W TaGaWriw VA s uv-—-——q

is ‘NQ barrels per day.

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

In order that the allowable aasigned to the proJect may be kept current,
and in order that the operator may fully benefit from the allowable provisions -
of Rule 701, 1t behooves him to promptly notify both of the aforementioned
Commi ssion offices by letter of any change in the status of wells in the project
.00y when active injection commences, when additional injection or
producing wells ere drilled, when additional wells are acquired through purchase
or tmitization, ‘when wells have received a response to water injection, etc. :

Your cooperatlon in keeping the Commission so informed as to the ststus

'-of the project and the wolls therein will be appreciated.

Very truly yours,

A. L. PORTER, Jr.

cc: Mr. Frank Irby Secretary-Director




