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CASE 7202: LAYTON ENTERPRISES, INC. FOR

A WATERFLOOD PROJECT, ROOSEVELT COUNTY, '
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L~ STATE OF NEW MEXICO -

e

: ENERGY ano MINERALS DEPARTMENT

ST ‘ OIL CONSERVATION DIVISION :
NS p
BRUCE KING POST CFFiriE 8- ¢ 5 ﬁ
G E#CR STATE LAND (oo o - -'
v KEHQE SANTA £E oy r‘v:l.' ..‘. LT
SECREARY May 1, 1981 (3031 827.2434
Re: CASE NO. 7202
Mr. George Hunker ORDER NO, R-6677
Hunker-redric
Attorneys at Law
Post 0Office Box 1837 Applicant:
Roswell, New Mexico 88201
! avban Frnbaecmed = a- Yo o

-

Dear Sir:

Enclosed herewith are two copies of the above-referenced
Division order recently entered in the subject case.

- /Ypurs very truly;” )

% ;
“JOE D. RAMEY
Director

JDR/fd

Copy of order also sent to:

Hobbs OCD X
Artesia 0OCD X

Aztec OCD

Other
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Examiner Hearing - Wednesday ~ March 25, 1981 ‘4 Docket No. 11-81
CASE 7200: Application of Estovil Producing Corporation for a dual completion, Lea County, New Mexico. -
Applicant, in the above-seyled cause, scecks approvai for the dual completion of its Belco Fed. Well
Mo, } lecated in Unit O of Section 15, Tuwasiip 23 Souih, Range 34 East, to produce gas and gas
liquids from the Strawn and Morrow formations, Antelope Ridge Field, thru parallel strings of
:— tubing .
j‘, CASE 7201: Application of Layton Enterprises, Inc. for a unit agreement, Roosevelt County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the Todd Lower San Andres Unit Area, com-
prising 3256 acres, more or less, of Federal and State lands in Township 7 South, Rangzes 35 and 3

Fase
waB T .

o~

\

- CASE 7202: Application of Layton Enterprises, Inc. for a waterflood proiject. Rooeevelt County. New Mexico.

e Applicant, in the above-styled cause, seeks authority to institute a waterflood project by the
injection of water into the San Andres formation thru 4 injection wells located in Secticas 30,
31 and 32 of its Todd Lower San Andres Unit in Township 7 South, Range 36 East.

CASE 7203: Application of Southern Union Exploration Co. of Texas for a unit agreement, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the Susco Bough "C" Unit Area, comprising
2560 acres, more or less, of State lands in Township 10 South, Range 33 East.

CASE 7204: Application of Bass Enterprises Production Company for salt water disposal, Eddy Courty, New Mexico.
Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the
Dalaware formation in the interval from 3820 feet to 3915 feet in its Federal Legg Well Ne. 1l in
Unit B of Section 27, Township 22 South, Range 30 East, Quahada Ridge Field.

CASE 7205: Application of Supron Enrergy Corporation for a ncn-standard gas proration unit, San Juan County, New
Mexico. Applicaant, in the above-'styled cause, seeks approval of a 160-acre non-standard Blanco
Hesaverde gas proration vnil CGmprising iire NE/4 of Section 35, Townsnip 3i Norin, Raiige 12 West, &c
be dedicated to a well to be drilled at a standard location thereon.

CASE 7183: (Continued from March 11, 1931, Examiner Hearing)

Application of Flag-Redfern Oil Company for an unorthodox gas well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authority to drill its Osudo St. Com Well No. 2 at an
unorthodox location 990 feet from the North and East lires of Section 18, Township 20 South, Range
36 East, North Osudo-Morrow Gas Pool.

! CASE 7206: Application of Mobil Producing Inc. for salt water disposal, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the

f Devonian formation throuzh perforations from 12,212 feet to 12,218 feet and the open hole interval

; from 12,240 feet to 12,535 feet in its Santa Fe Pacific Well No. 3 in Unit M of Section 26, Township
9 South, Range 36 East, Crossroads Field.

CASE 7207: Application of Mobil Producing Inc., for lease commingling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the commingling of Vacuum Grayburg-San
Andres production from the State J and State II leases in Section 22, Township 17 South, Range 34
East.

é’
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208: Application of Guif 0il Corporation for the amendment of pool rules, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks the amendment of the White City-Pennaylvanian CGas Fool
Rules to provide for 320-acre spacing rather than 640 acres with well locations specified as being
at least 1650 feet from the end boundary and 660 feet from the side boundary of the pror:tiom unit.
CASE 7129: {(Continued from February 25, 1551, Examiner Hearing)
Application of Koch Exploration Company for compulsory pooling, San Juan County, New Mexicu.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Dakota
formation underlying the /2 of Section 28, Township 28 North, Range 8 West, to be dedicated to a

. well to be drilled at a standard location thereon. Also to be considered will be the cost of
drilling and completing said well and the allocatioan of the cost thereof as well as actual opera-
ting costs and charges {or supervision, designation of applicant as operator of the well, and a
charge for risk involved in drilling said well.

CASE 7169: (Continued from February 25, 1981, Exawiner Hearing)

Application of Koch Exploration Company for compuisory pooling, Samn Juan County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Dakota
formation underlying the 5/2 of Section 22, Township 28 North, Range 8 West, to be dedicated to 2
well to be drilled at a standard location thereon. Also to be considered will be the cost of
drilling and completing said well and zhe allocation of the cost thereof as well as actual
operating costs and charges for supervision, designation of applicant as operator of the well,
and a charge for risk involved in drilling said well.
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IN THE MATTER 0OF THE HEARING

CALLED BY THE OIL CONSERVATION

DIVISION FOR THE PURPOSE OF

CONSIDERING:
CADEL N0, 7202
Order No. R-6677

APPLICATION OF LAYTON ENTERPRISES,

INC. FOR A WATERFLOOD PROJECT,

ROUSEVELT COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

Thie cause came cn for hearinc at 9 a.m. an Marech 25 19AR1. | |
at Santa Fe, New Mexico, before Examiner Daniel 5. Nutter.

NOW, on this day of April, 1981, the Division
conafﬁ

'biractar. having ered the testimony, the record, and the
recommendations of the Examiner, and bsing fully advised in the
premisges,

 FINDS: |

» (1) That due public notice having bDeen given as required
b_v la"_e the Division haa 1"!"‘ ndintinn nf thia Aoliaa and ths

gub ject matter thereof. . =TT

(2) That the applicant, Layton Enterprises, Inc., seeks
authority to institute a waterflood project on its Todd Lower : ;
San Andres Unit Area, Todd-Lower San Andres Pool, by the injec- : ]
tion of water into the San Andres formation through four injec- :
tian wells in Sections 30, 31 and 32 of its Todd Lower San Andres
Unit in Township 7 South, Range 3§ East, NMPM, Rocsevelt County, |
New Mexico. ’

(3) That the wells in the project aroa are in an advanced ; 1
stats of depletion and should preperly be classified as % 4
"stripper” wells. ; )

s (4) That the proposed waterflood project should result r
in the recovery of otherwiss unrscoverabie oil, thereby provcnting
waste.

(5) That the operator should take all steps necessary to
snsure that the injected water enters only the proposed injection




wl-
Caae No. 7202
Ordeyr No. K-6677

interval and is nct permitted tc escape to other formations
or onto the surface from injection, production, or piugged and
sbandoned wells,

(6) That the injaction welle cor &njsciicin praessurization
systen should be so equipped as toc limit injection pressure at
the wellhesd to no more than 850 pei, but the Division Director
should have authonrity to increasy 3mid prassure limitation,
should circumstances warrant.

(7) That the subject application should be approved and
the project should be governed by the provisions of Rules 701,
702, and 703 of the Division Rules and Regulations.

IT IS THEREFORE ORDERED:

i (1) That the applicsant, Layton Enterprigses, Inc., is hereby
authorized to institute & watasrflood project on its Todd Lower

$an Andres Unit Area, Todd-Lower San Andres Pool, by the injection
of water into the San Andrss formation through the following- :
described wells in Township 7 Scuth, Range 36 East, NMPM, Roossvelt
County, New Mexico: :

Lease Names Well No. Unit Letter Section
Liveudias 7 1 30
Habbg "R" 1 C 31
Atiantic-Smith 2 I 31
Gates Stste 2 C 32

(2) That injection into sach of gaid wells shall be through
intstnally coated tubing, set in a pucksr which shell be located
ae near as practicable to the uppsrmost perforation; that the
casing-tubing annulus of each injection well shall be loaded with
an inert fluid and equipped with en spproved pressurs gauge o
‘attention-attracting leak destection device.

(3) That the operator shall immediatsly notify the super-
‘wvisor of the Divieion's Hobbs district office of the failure of
the tubing or packer in any of said injection wells, the leakage
of water or oOul from or sround any producing weil, or the ieakage
of water or oil from any plugged and abandoned well within the
project area and shall take such timely stsps as may be necessary
or required to corrsct such failure or leakage.

(4) That the injection wells herein authorized and/or the
injection pressurization system shall bes so equipped as to limit
injection pressure at the wellhead to no more than 850 psi,




provided howsver, the Division Director may authorize a higher
surface injection pressure upon satisfactory showing that such
pressure wiil not resuli in frecluring of the confining etreta.

(5) That the subject w at rflood project is hereby
| PO

ur‘u.&giautcu the Loyt\ n» Todd Lower San Andrss YWatsrflood ru‘)jiét
and shall be goverasd by the provisions of Rules 701, 702; and

703 of the Division Rules and Regulations.

{6} That wmonthly progress reports of the waterflood
project herein authorized shall be submitted to the Division

in socordance with Aulee 704 and 1115 of the Divigeion Rulas

‘and Regulations.

: {7) That jurisdiction of this cause is retained for the
entry ¢f such further orders as the Division may deem necessary.

DONE at Santa Fe, New Maxico, on the day and ysar herein-
abovp _designated.

STATE OF NEW MEXICO :
_rﬁ?L CONSERVATION DIVISION

" /30E D,
,;/ Director
V/ !

AMEY

td/ \
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THIS AGREEMENT, entered into
19 , by and between the parties
hereto, and herein referred to as the

e day of ’
ing, ratifyinﬁ, or consenting
rties herero,

[
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WITNESSETH:

WHEREAS, the parties hereto are the owners of working, rovalty,

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

WHEREAS, (Lhe tineral Leasing Act of February 25, 1920, 41 Stat.
437, as amended, 30 U.S.C. Secs. 181 et seq., authorizes Fedesral
lessees and their representative to unite with each other, or jointly
or separately with others, in collectively adopting and operating a
cooperative or unit plan of development or operation of any oil or gas
pool, field, or like area, or any part thereof for the purpose of more
properly conserving the natural resources therecf whenever determined
and certified by the Secretary of the Interior to be necessary or
advisable in the public interest; and

i
WHEREAS, the Commissioner of Public Lands of the State of New

Mexico is authorized by an Act of the Legislature (Section 1, Chapter

88, Laws 1943, as amended by Section 1 of Chapter 176, Laws of 1961)

(Chapter 19, Article 10, Section 45, New Mexico Statutes 15786 Annotaied),

to consent to and approve the development or operation of State lands

under agreements made by lessees of State land jointly or severally

with other lessees where such agreements provide for the unit operation

or development of part of or all of any oil or gas pool, field or

area; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Section 1, Chapter

88, Laws 1943, as amended by Section 1, Chapter 162, Laws of 1951)
(Chapter 19, Article 10, Section 47, New Mexico Statutes 1978 Annctated)
to amend with the approval of lescee, evidenced by the lessee's
execution of such agreement or otherwise, any oil and gas lease
embracing State lands so that the length of the term of said lease may
coincide with the term of such agreements for the unit operation and

development of part or all of any oil or gas pool, field or area; and

WHEREAS, the 0il Conservation Division of the State of New Mexico
(hereinafter referred to as the "Division'") is authorized by an Act of
the Legislature (Chapter 72, Laws of 1935 as amended) (Chapter 70,
Article 2, Section 2 et seq., New Mexico Statutes 1978 Annotated) to
approve this agreement and the conservation provisions hereof; and

WHEREAS., the parties hereto hold sufficient interest in the Unit
Area covering the land hereinafter described to give reasonably
effective control of operatiorns therein; and

WHEREAS, it is the purpose of the parties hereto to conserve .
natural resources, prevent waste, and secure other benefits obtainable
through development and operation of the area subject to this agreement
under the terms, conditions, and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their
respective interest in the below-defined unit area, and agree severally
among themselves as follows:

SECTION 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing
Act of Feburary 25, 1920, as amended, supra, and all valid
pertinent regulations, including operating and unit plan regula-
tions, heretofore issued thereunder or valid, pertinent, and
reasonable regulations hereafter issued thereunder are accepted
and made a part of this agreement as to Federal lands,

‘ oL ot V o f



provided such regulations are not inconsistent with the terms of

this Agreement; and as to non-Federal lands, the 0il and gas operating
regulations in effect as of the effective date hereof governing
drilling and producing operations, not inconsistent with the terms
hereof or the laws of the state in which the non-Federal land is

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

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

... ———

. (a) "Unit Area" is defined as those lands described in Exhibit
B" and depicted on Exhibit "A" hereof, and such land is hereby
designated and recognized as constituting the Unit Area, containing

3,255.60 acres, more or less, in Roosevelt County, New Mexico.

(b) 'Land Commissioner’” is defined as the Commissioner of Public
Lands of the State of New Mexico.

(c¢) '"Division' is defined as the 0il Conservation Division of
the Department of Energy and Minerals of the State of New Mexico.

(d) ‘'Director" is defined as the Director of the United States
Geological Survey.

(e) ‘''Secretary" is defined as the Secretary of the Interior of
the United States of America, or his duly authorized delegate.

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

(g) '"Supervisor'" is defined as the 0il and Gas Supervisor cf
the United States Geological Survey for the area in which the Unit
Area is situated.

(h) "Unitized Formation' shall mean that subsurface portion of
the Unit Area commonly known as the lower San Andres formation, and
: which is the same formation that was encountered between the logged
‘ depths of 4235' (subsea elevation of -84') and 4286' (subsea elevation
: vf -135') in Franklin, Aston & Fair, Incorporated’'s Val State Well
No. 1 as shown on the Schlumberger Compensated Formation Density Log
of said well dated January 7, 1967, which well is located 1980' FSL
and 1980' FEL of Section 30, T-7-5, R-36-E, Roosevelt County, New
Mexico.

(i) "Unitized Substances'" are all oil, gas, gaseous substances,
sulphur contained in gas, condensate, distillate and all associated
and constituent liquid or liquefiable hydrocarbons, other than
outside substances, within and produced from the Unitized Formation,
of the Unitized Land.

(j) "Tract" is each parcel of land described as such and given
a Tract number in Exhibit "B".

(k) "Tract Participation" is defined as the percentage of
participation shown on Exhibit "B" for allocating Unitized Substances
to a Tract under this Agreement.

(1) '"Unit Participation' is the sum of the percentages obtained
by multiplying the Working Interest of a Working Interest Owner in
each Tract by the Tract Participation of such Tract.

(m) "Working Interest'" is the righc to search for, produce
and acquire Unitized Substances whether held as an incident of
ownership of mineral fee simple title, under an oil and gas lease,
= or otherwise held, which interest is chargeable with and obligated
o to pay or bear, either in cash or out of production, or otherwise,
all or a portion of the cost of drilling, developing and
producing the Unitized Substances from the Unitized Formation




and operations thereof hereunder. Provided that any royalty interest
created out of a working interest subsequent to the execution of this
Agreement by the owner of the working interest shall continue to be

avadipy

subject to such working interest burdens and obligations.

(n) '"Working Interest Owner" is any party hereto owning a
Working Interest, including a carried working interest owner,
holding an interest in Unitized Substances by virtue of a lease,
operating agreement, fee title or otherwise. The owner of oil and
gas rights that are free of lease or other instrument creating a
Working Interest in another shall be regarded as a Working Interest
Owner to the extent of ceven-eighths (7/8) of his interest in
Unitized Substances, and as a Royalty Owner with respect to his
remaining one-eighth (1/8) interest therein.

(o) "Royalty Interest" or "Royalty" is an interest other than
a Working Interest in or right to receive a portion of the Unitized
Substances or the proceeds thereof and includes the royalty interest
reserved by the lessor or by an oil and gas lesase and any overriding
royalty interest, oil payment interest, net profit contracts, or any
other payment or burden which does not carry with it the right to 1
sear'ch for and produce unitized substances. -

(p) '"Royalty Owner'" is the owner of a Royalty Interest.

(q) ''Unit Operating Agreement'" is the agreement entered into
by and between the Unit Operator and the Working Interest Owners as |

provided in Section 9, infra, and shall be styled "Unit Operatin
Agreement, Todd Lower San Andres Unit, Recoscvelt County, New Mexico™.

(r) "0il and Gas Rights' is 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.

(s) '"Outside Substances' is any substance obtained from any
source other than the Unitized Formation and injected into the
Unitized Formation.

(t) "Unit Manager'" is any person or corporation appointed by
Working Interest Owners to perform the duties of Unit Operator until
the selection and qualification of a successor Unit Operator as
provided for in Section 7 hereof.

(u) "Unit Operator" is the party designated by Working Interest
Owners under the Unit Operating Agreement to conduct Unit Operations.

(v) "Unit Operations' is any operation conducted pursuant to
this Agreement and the Unit Operating Agreement.

(w) "Unit Equipment' is all personal property, lease and well
equipment, plants, and other facilities and equipment taken over or
otherwise acquired for the joint account for use in Unit Operations.

(x) "Unit Expense" is 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
Unit Operations.

SECTION 3. EXHIBITS. The following exhibits are incorporated
herein by reference: Exhibit "A" attachad hereto is a map showing
the Unit Area and the boundaries and identity of tracts and leases in
said Unit Area to the extent known to the Unit Operator. Exhibit "B"
attached hereto is a schedule showing, to the extent known to the
Unit Operator, the acreage comprising each traect npercontazes and Kind
of ownership of 0il and gas interests in all land in the Unit Area,
and Tract Participation of each Tract. However, nothing herein or




in said schedule or map shall be construed as a representation by
any party hereto as to the ownership of any interest other than such
interest or interests as are shown in said map or schedule as owned
by such party. Exhibit "C" attached hereto is the provisions of
paragraphs 1 through 7 of Section 202 of Executive Order 11246.
Exhibits "A" and '"B" shall be revised by the Urnit Operator whenever

changes render such revision necessary or when requested by the
Supervisecr, and copies of such revision shall be filed with the Land
Commissioner, and not leses than seven copies shall be filed with the
Supervisor.

SECTION 4. EXPANSION. The above described Unit Area may when
practicable be expanded to include therein any additional Tract or
Tracts regarded as reasonably necessary or advisable for the purposes
of this Agreement. Such expansion shall be effected in the following
manner:

(a) The Working Interest Owner or Owners of a Tract or Tracts
desiring to bring such Tract or Tracts into this unit, shall file an
application therefor with Unit Operator requesting such admission.

(b) Unit Operator shall circulate a notice of the proposed
expansion to each Working Interest Owner in the Unit Area and in the
Tract proposed to be included in the unit, setting out the basis for
admission, the Tract Participation to be assigned to each Tract in
the enlarged Unit Area and other pertinent data. After negotiation
(at Working Interest Owners' meeting or otherwise) if at least three
Working Interest Owners having in the aggregate eighty percent {(80%)
Unit Participation then in effect have agreed to inclusion of such

Tract or Tracts in the Unit Area, then Unit Operacor shall:

(1) After obtaining preliminary concurrence by the
Director, prepare a notice of proposed expansion describing the
contemplated changes in the boundaries of the Unit Area, the reason
therefor, the basis for admission of the additional Tract or Tracts,
the Tract Participation to be assigned thereto and the proposed
effective date thereof; and

(2) Deliver copies of said notice to the Land Commissioner,
the Supervisor, each Working Interest Owner and to the lessee and
lessor whose interests are affected, advising such parties that
thirty {(30) days will be allowed for submission to the Unit Operator

of any obiection to such proposed expansiocn
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(3) File, upon the expiration of said thirty (30) day
period as set out in (2) immediately above with the Land Commissioner
and Supervisor the following: (a) evidence of mailing or delivering
copies of said notice of expansion; (b) an application for approval
of such expansion; (c) an instrument containing the appropriate
joinders in compliance with the participation requirements of
Section 14, and Section 34, infra; and (d) a copy of all objections

received along with the operator's responsc thercte.

The expansion shall, after due consideration of all pertinent
information and approval by the Land Commissiomer and the Supervisor,
become effective as of the date prescribed in the notice thereof,
preferably the first day of a month subsequent to the date of notice.
The revised Tract Participation of the respective Tracts included
within the Unit Area prior to such enlargement shalli remain the same
ratio one to another.

SECTIONM 5. UNITIZED LAND. All land committed to this Agreement
as to the Unitized Formation shall coastitute land referred to herein
as "Unitized Land" or ""Land subject to this Agreement'". Nothing
herein shall be construed to unitize; pool, or in any way affect the
0il, gas and other minerals contained in or that may be produced
from any formation other than the Unitized Formation as defined in
Section 2(h) of this Agreement.
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SECTION 6. UNIT OPERATOR. LAYTON ENTERPRISES, INC. is hereby
designated the Unit Operator, and by signing this instrument as Unit
Operator, agrees and consents to accept the duties and cbligations
of Unit Operator for the operation, development, and production of
Unitized Substances as herein provided. Whenever reference is made
herein to the Unit Operator, such reference means the Unit Operator
acting in that capacity and not as an owner of interests in Unitized
Substances, when such interests are owned by it and the term "Working
Interest Owner" when used herein shall include or refer to the Unit
Operator as the owner of a Working Interest when such an interest is
owned by it.

Unit Operator shall have a lien upon interests of Working
est Owners in the Unit Area to the extent provided in the Unit
ting Agreement,

SECTION 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit
Operator shall have the right to resign at any time, but such
resignation shall not become effective so as to release Unit Operator
from the duties and obligations of Unit Operator and terminate Unit
Operator's rights as such for a period of six (6) months after written
notice of intention to resign has been given by Unit Operator to all
Working Interest Owners, the Land Commissioner and the Supervisor
unless a new Unit Operator shall have taken over and assumed the duties
and obligations of Unit Operator prior to the expiration of said period.
The resignation or removal of Unit Operator shall not release Unit
Operator from any liability for any default by it hereunder occurring
prior to the effective date of its resignation or removal.

The Unit Operator shall, upon default or failure in the performance
of its duties and obligations hereunder, be subject to removal by
Working Interest Owners having in the aggregate seventy-five percent
(75%) or more Unit Participation then in effect exclusive of the
Working Interest Owner who is the Unit Operator. Such removal shall
be effective upon notice thereof to the Land Commissioner and the
Supervisor. ‘

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

The resignation or removal of Unit Operator under this Agreement
shall not terminate its right, title or interest as the owner of a
Working Interest or other interest in Unitized Substances, but upon
the resignation or removal of Unit Operator becoming effective, such
Unit Operator shall deliver possession of all wells, equipment, books
and records, materials, appurtenances and any other assets used in
connection with the Unit Operations and used by the Working Interest
Owners to the new duly qualified successor Unit Operator or to the
Unit Manager if no such new Unit Operator is elected. Nothing herein
shall be construed as authorizing the removal of any material,
equipment or appurtenances needed for the preservation of any wells.
Nothing herein contained shall be construed to relieve or discharge
any Unit Operator or Unit Manager who resigns or is removed hereunder
from any liability or duties accruing or performable by it prior to ]
the effective date of such resignation or removal. ;

SECTION 8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator
shall tender its resignation as Unit Operator or shall be removed as
hereinabove provided, the Working Interest Owners shall select a
successar Init Operator as herein provided. GSuch seleciion shall not
become effective until (a) a Unit Operator so selected shall accept in
writing the duties and responsibilities of Unit Operator, and (b) the
selection shall have been approved by the Land Commissioner and the
Supervisor. If no successor Unit Operator or Unit Manager is selected
and qualified as herein provided, the Land Commissioner and/or the 1
Director, at their election, may declare this Agreement terminated.

o)
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In selecting a successor Unit Operator the affirmative vote
of three or more Working Interest Owners having a total of sixty-
five percent (65%) of more of the total Unit Farticipation shall
prevail; provided that if any one Working Interest Owner has a
Unit Participation of more than thirty-five percent (25%), its
negative vote or failure to vote shall not be regarded as suffi-
cient unless supported by the vete cf cne or more other Working
Interest Owners having a total Unit Participation of at least
five percent (5%). If the Unit Operator who is removed votes
only to sucneed itself or fails to vote, the successcr Unit
Operator may be selected by the affirmative vote of the owners of
at leasti seventy-tive percent (75%) of the Unit Participation
remaining after excluding the Unit Participation of Unit Operator
so removed.

SECTION 9. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.
Costs and expenses 1ncurred by Unit Operator in conducting Unit
Operations hereunder shall be paid, apportioned among and borne
by the Working Interest Owners in accordance with the Unit Operating
Agreement. Such Unit Operating Agreement shall also provide the
manner in which the Working Interest Owners shall be entitled to
receive their respective proportionate and allocated share of the
benefits accruing hereto in conformity with their underlying
operating agreements, leases or other contracts and such other
rights and obligations as between Unit Operator and the Working
Interest Owners as may be agreed upon by the Unit Operator and
the Working Interest Owners; however, no such Unit Operating
Agreement shall be deemed either to modify any of the terms and
conditions of this Agreement or to relieve the Unit Operator of
any right or obligation established under this Agreement, and in
case of any inconsistency or conflict between this Agreement and
the Unit Operating Agreement, this Agreement shall prevail.

Copies of any Unit Operating Agreement executed pursuant to this
Section shall be filed with the Land Commissioner and with the
Supervisor as reqguired prior to approval of this Agreement.

SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR.

T T we e A T e o
Except as ctherwisc specificaily provided herein, the exclusive

right, privilege and duty of exercising any and all rights of the
parties hereto which are necessary or convenient for prospecting
for, producing, storing, allocating and distributing the Unitized
Substances are hereby delegated to and shall be exercised by the
Unit Operator as herein provided. Upon request, acceptable
evidence of title to said rights shall be deposited with said

Unit Operator, and together with this Agreement, shall constitute
and define the rights, privileges and obligations of Unit Operator.
Nothing herein, however, shall be construed to.transfer title to
any land or to any lease or operating agreement, it being under-
stood that under this Agreement the Unit Operator, in its capacity
as Unit Operater, shall exercise the rights of possession and use
vested in the parties hereto conly for the purposes herein specified.

SECTION 11. PLAN OF OPERATIONS. It 1is recognized and
agreea by the parties hereto that all of the land subject to this
Agreement 1is reasonably proved to be productive of Unitized
Substances and that the object and purpose of this Agreement 1is
to formulate and to put into effect an improved recovery project
in order to effect additional recovery of Unitized Substances,
prevent waste and conserve natural resources. The parties hereto
agree that the Unit Operator may, subject to the consent and
approval of a Plan of Operation by the Working Interest Owners,
the Supervisor, the Land Commissioner and the Division, inject
into the Unitized Formation, through any well or wells completed
therein. brine, water., air, gas. oil, liquefied petroleum gases
and any one cr more other substances or combination of substances,
whether produced from the Unitized Land or not, and that the
location of input wells and the rates of injection therein shall
be governed by standards of good geologic and petroleum engineer-
ing practices and conservation methods. Subject to like approval
the Plan of Opecration may be revised as conditions may warrant.

-6-
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The initial Plan of iocn sha

eraticn sh b
visor, the lLand Commissioner and the is
the filing of this Unit Agrecment for final approval. Said
initial plan of operations and all revisinne thereaf chall he 2ac
complete and adequate as the Supervisor, the Land Commissioner
and the Division may determine to be necessary for timely opera-
tion consistent herewith. Upon approval of this Agreement and
the initial plan by the Supervisor and Commissioner, said plan,
and all subsequently approved plans, shall constitute the operating
obligations of the Unit Operator under this Agareement for the
period specified therein. Thereafter, trom time to time before
the expiration of any existing plan, the Unit Operator shall
submit for like approval a plan for an additional specified
period of operations. After such operations are commenced,
reasonable diligence shall be exercised by the Unit Operator in

complying with the obligations of the approved Plan of Operation.

o

v
A

filed with the Super-

Op e

ne ion concurrently with
] y
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Notwithstanding anything to the contrary herein contained,
should the Unit Operator fail to commence Unit Operations for the
secondary recovery of Unitized Substances from the Unit Area
within eighteen (18) months after the effective date of this
Agreement, or any extension thereof approved by the Supervisor,
this Agreement shall terminate automatically as of the date of
default.

SECTION 12. USE OF SURFACE AND USE OF WATER. The parties
have to the extent of their rights and interests, hereby granted
to Unit Operator the right to use as much of the surface of the
Unitized Land as may reasonably be necessary for Unit Operations;
provided that nothing herein shall be construed as leasing or
otherwise conveying to the Unit Operator a site for water, gas
injection or other plants or camp site.

Unit Operator shall have free use of water or brine or both
from the Unitized Land for Unit Operations, except water frem any
well, lake, pond or irrigation ditch of a surface Owner, unless
approval for such use is granted by the surface Owner.

Unit Operator shall pay the Owner for damages to growing crops,
timber, fences, improvements and structures on the Unitized Land
that result from Unit Operations, and such payments shall be
considered as items of unit expense to be bornme by all the Working
Interest Owners of lands subject hereto.

SECTION 13. TRACT PARTICIPATION. In Exhibit "B" attached
hereto there are listed and numbered the various Tracts within the
Unit Area, andeet fgrth opposite egch Tract are figures wh%ch
represent t r ic i i i i i
Trgcts in the Un?%tArggtaﬁéEg§§ogé pgg%ggegnﬁgrggg?at%ggST%aC%Il
Participation of each Tract as shown in Exhibit "B" was determined
in accordance with the following formula:

Tract Participation = 70% A + 10% B + 10% C + 10% D
Where A = Ratio of the barrels of ultimate primary oil determined to be pro-
ducible from each Tract to the summation of the barrels of ultimate

primary oil detcermined to be producible from all Tractis.

B = Ratio of the cumulative barrels of primary oil produced by each
Tract as of January 1, 1979 to the summation of the cunmulative
barrels of primary oil produced by all Tracts as of January 1, }979.

C = Ratio of the barrels of remaining primary oil of each Tract as of
Janvary 1, 1979 to the summation of the bvarrels of remaining
primary oil of all Trects as of Januaxry 1, A979.

D = Ratio of the current production rate from each Tract during the
calender year 1978 to the summation of the production rate from all
Tracts during the calender year 1978. v

In the event less than all Tracts are qualified on the

Effective Date hereof, the Tract Participation shall be calcu-
lated on the basis of all such aualified Tracts rather than all

Tracts in the Unit Area.

SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On'and
after the Effective Date hereci, thne Tracis withiln iLhe Unit -Area

~-7-




which shall be entitled to participation in the production of
Unitized Subsiances shall be those Tracts more particularly
doceribod in Exhibit "B" that corner or have a2 common boundary
(Tracts separated only by a public road or a railroad right-of-
way shall be considered to have a common boundary), and that
otherwise qualify as follows:

(a) Each Tract as to which Working Interest Owners owning
one hundred percent (100%) of the Working Interect have heoooma
parties to this Agreement and as to which Royalty Owners owning
seventy-five percent (75%) or more of the Royalty Interest have
become parties to this Agreemeat.

(b) Each Tract as to which Working Interest Owners owning
one hundred percent (100%) of the Working Interest have become
parties to this Agreement, and as tc which Royalty Owners owning
less than seventy-five percent (75%) of the Royalty Interest have
become parties to this Agreement, and as to which (1) the Working
Interest Owner who operates the Tract and at least seventy-five
percent (75%) of all other Working Interest Owners in such Tract
have joined in a request for the inclusion of such Tract, and as
to which (2) owners of seventy-five percent (75%) of the combined
Unit Particigation in all Tracts tLhat meet the requirements of
Section 14{a) above have voied in favor of the inclusion of such
tract.

(¢) Each Tract as to which Working Interest Owners owning
less than one hundred percent (1007) of the Working Interest have
become parties to this Agreement, regardless of the percentage of
Royalty Interest therein that is committed hereto; and as to
which (1) the Working Interest Owner who operates the Tract and a
total of seventy-five percent (75%) or more 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,
and have executed and delivered, or obligated themselves to
execute and deliver an indemmity agreement indemmifying and
agreeing to hold harmless the other owners of committed Working
Interests, 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 parties Lo this Agreement, and which arise
out of the inclusion of the Tract; and as to which (2) the owners
of seventy-five percent (75%) of the Unit Participation in all
Tracts that meet the requirements of Section 14{a) and 14(b) have
voted in favor of the inclusion cof such tract and tc accept the
indemnity agreement. Jpon the inclusion of such a Tract, the
Tract Participations which would have been attributed to the
non-subscribing owners of Working Interest in such Tract, had
they become parties to this Agreement and the Unit Operating
Agreement, shall be attributed to the Working Interest Owners in
such Tract who have beccme parties to such agreements, and joined
in the indemmity agreement, in proportion to their respective
Working Interests in the Tract.

If on the Effective Date of this Agreement there is any
Tract or Tracts which have not been effectively committed to or
made subject to this Agreement by qualifying as above provided,
then such Tract or Tracts shall not be entitled to participate
hereunder. - Unit Operator shall, when submitting this Agreement
for final approval by the Land Commissioner and the Supervisor,
file therewith a schedule of those tracts which have been committed
and made subject to this Agreement and are entitled to participate
in Unitized Substances. Said schedule shall set forth opposite
each such committed Tract the lease number or assignment number,
the owner of record of the lease, and the percentage participation
of such tract which shall be computed according to the partici-
pation formula set forth in Section 13 (Tract Participation)
above. This schedule uf participation shall be revised Exhibit
"C" and upon approval thereof by the Land Commissioner and the
Supervisor, shall become a part of this Agreement and shall goverm
the allocation of production of Unitized Substances until a new
schedule is approved by the Land Commissioner and Supervisor.




OF UNITIZED SUBSTANCES. All Unitized
Substances produced an {Iess, save and except“any part of
such Un1t1zed Substances in conformity with good operating
practices on unitized land for drilling, operating, camp and other
production or development purposes and for injection or unavoidable
loss in accordance with a Plan of Operation approved by the Superv1sor)
shall be apportioned among and allocated to the qualified tracts in
accordance with the respective tract participations effective hereunder
during the respective pELa.Gua such unitized substances were procucea,

SECTION 15.A. ALLOCATION
d s

as JvL forth in the schedule of participation in Exhibit "B". The
amount of unitized substances so allocated to each tract, and only

that amount (regardless of whether it be more or less than the amount
of the actual production of unitized substances from the well or wells,

if any, on such tract) shall, for all intents, uses and purposes,
be deemed tn have been Droduced from suech traot
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The unitized substances allocated to each tract shall be
distributed among. or accounted for, to the parties cntitled to share
in the production from such tract in the same manner, in the same
proportions, and upon the same conditions, as they would have
participated and shared in the production from such tracts, or in the
proczeds thereof, had this Agreement not been entered into; and with
the same legal force ard effact.

No tract committed to this Agreement and qualified for participa-
tion as above provided shall be subsequently excluded from partlclpatlon
hereunder on account of depletion of unitized substances.

If the working interest and/or the royalty interest in any tract
are divided with respect to separate parcels or portions of such
tract and owned now or hereafter in severalty by different persons,
the Tract Participation shall in the absence of a recordable instrument
executed by all owners and furnished to Unit Operator fixing the
divisions of ownership, be divided among such parcels or portions in
proportion to the number of surface acres in each.

SECTION 15.B.1 OIL ALLOCATION TO TRACTS DURING PRICE CONTROLS.

During the period when the price at which all or part of the oil
produced from the Unit may be sold is controlled by laws, rules,
regulations, or orders of the federal Dn\rarnmonf— or nf—'hn-v- gC'v'CJ_:.LuLcLLua.l~
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agency authorized by law permitting or requiring portions of such oil
to be sold at different price levels, the total quantity of oil
allocated each month in accordance with Section 15.A shall consist of
Stripper 0il, Newly Discovered 0il, Upper-Tier Cil, and Lower-Tier
0il to be separately allocated to the several Tracts as follows:

SECTION 15.B.2.1 DEFINITIONS. As used in this Section 15.B
only:

(a) Stripper 0il and Newly Discovered 0il are categories
of o0il that qualify for world prices under the applicable laws

and regulations of the federal government.

(b) Imputed Stripper 0il. Under the regulations referred
to in Section 15.B, a portion of the crude oil produced from the
Unitized Formation may be classified as Stripper 0il if prior
to the Effective Date a Tract has qualified as a stripper well
lease. Any portion of such production of Unitized Substances
which is permitted under said regulations and any amendments or
interpretations thereof to be classified as Stripper 0il or
Imputed Stripper 0Oil by reason of such qualification of such
Tract before the Effective Date shall be apportioned to sucin
Tract and for the purposes hereof shall be deemed Imputed
Stripper Oil for such Tract.

(c¢) Imputed Newly Discovered 0il. Under the regulations
referred to in Section 15.B, a portion of the crude oil produced
from the Unitized Formation may be classified as Newly Discovered
0il if prior to the Effective Date a Tract has produced and

sold as a Newly Discovered property lease. Any portion of such



[t t

o)

production of Unitized Substances which is permitted under
said regulations and any amendments or intcrpreotations thereof
be classified as Newly Discovered 0il or Imputed Newly Discovered

Stripper Uil by reason of such qualification of such Tract
before the Effective Date shall be apportioned to such Tract and
for the purposes hereof shall be deemed Imputed Newly Discovered
0il for such Tract.

{d) \ipper-Tier 0il which includes New Oil is that which
qualifies for sale at the Upper-Tier ceiling price under
applicable laws and regulations of the federal government.

(e) Imputed Upper-Tier 0il for any Tract is the total
number oi barrels of Upper-Tier 0il produced from such Tract
during the 12 months immediately preceding the Effective Date,
divided by 1l2.

(f) Lower-Tier 0il (01d 0il) is o0il which under agplicable
laws and regulations of the federal government may not be sold
as Stripper 0il, Newly Discovered 0il or Upper-iier Oil.

SECTION 15.B.2.2. TOTAL OIL TO BE ALLOCATED. The total quantity
of cii produced cnd saved shall be allccated to the several Tracts as
provided in Section 15.A.

"SECTION 15.B.2.3. ALLOCATION OF STRIPPER OIL. The total quantity

of 0il which is permitted to be sold as Stripper 0il shall be allocated
to the several Tracts as follows:

(a) Each Tract which produced Stripper 0il during the 12
months immediately preceding the Effective Date shall be allocated
a quantity of Stripper 0il equal to the quantity of Imputed
Stripper O0il for that Tract; provided, however, that if the
total quantity of Stripper 0il for the Unit is less than the
_ total quantity of Imputed Stripper 0Oil for all Tracts, the
i total quantity of Stripper 0il for the Unit shall be allocated
| to the several Tracts in proportion to the quantities of Imputed
Stripper 0il for such Tracts.

: (b) TIf the quantity of Stripper 0il allocated to any Tract
¢ exceeds the quantity of total o0il allocated to such Tract in

: Section 15.B.2.2, the quantity of Stripper 0il allocated to such
: Tract shall be reduced to the quantity of total oil allocated in
: Section 15.B.2.2Z.

_ (¢) Any remaining Stripper 0il shall be allocated to all

é Tracts which may have been allocated less Stripper 0il than the

i quantity of total oil allorated to such Tract in Section 15.B.2.2,
in proportion to their respective Tract Participations.

(d) Steps (b) and (c) will be repeated, if necessary, until
all Stripper 0il has been allocated and no Tract has heen allocated
more Stripper 0il than the amount of total oil allocated in
Section 15.B.2.2.

SECTION 15.B.2.4. ALLOCATION OF NEWLY DISCOVERED OIL. The total
quantity of oil which is permitted to be sold as Newly Discovered 0il
shall be allocated to the several Tracts as follows:

(a) Each Tract which produced and sold as Newly Discovered
0il preceding the Effective Date shall be allocated a quantity
of Newly Discovered 0il equal to the quantity of Imputed Newly
Discovered 0il for that Tract; provided, however, that if the
total quantity of Newly Discovered 0il for the Unit is less
than the total quantity of Imputed Newly Discovered 0il for all
_ Tracts, the total quantity of Newly Discovered 0il for the Unit
e shall be allocated to the several Tracts in proportion to the
quantities of Imputed Newly Discovered 0il for such Tracts.

~10-




(b) If the quantity of Newly Discovered 0il allocated to

ny Tract exceeds the %uantlty of total o0il allocated to such

Q
Tract in Section 15.R,

im

ns
.2 less the gquantity of Stripper 0il

allocated to each tract in Section 15.B.2.3, the quantity of
Stripper Oil allocated to such Tract shall be reduced to the
quantity of total oil allocated in Section 15.B.2.2.

7 AN
{c} Any remzining Newly Discovered Uil shall be allocated

to all Tracts which may have been allocated less Stripper 0il and
Newly Discovered 0il than the quantlty of total oil allocated

to such Tract in Section 15.B.2.2, in proportion to their
respective Tract Participations.

(d) Steps (b) and (c) will be repeated, if necessary,

until all Newly Discovered 0il has been allocated and no Tract
hag been allacated more Newly Discovered 0il than the amount of
total 0il allocated in Section 15.8.2.2.

SECTION 15.B.2.5. ALLOCATION OF UPPER-TIER OIL. After all
Stripper Oil has been allocated as provided in Section 15.B.2.3, and
Newly Discovered 0il has been allocated as provided in Section 15.B.2.4,
the total quantity of 0il which is permitted ¢t5 be sold as Upper-Tier
0il shall be allocated to the several Tracts as follows:

(a) Each Tract which produced Upper-Tier 0il during the
12 months immediately preceding the Effective Date shall be
allocated a quantity of Upper-Tier 0il equal to the quantity of
Imputed Upper-Tier 0il contributed by that Tract to the total
quantity of Imputed Upper-Tier for the Unit; provided, however,
that if the total quantlty of Upper-Tier Oil for the Unit is
less than the total quantity of Imputed Upper-Tier 0il for all
Tracts, the total quantity of Upper-Tier 0il for the Unit shall
be allocated to the several Tracts in proportion to the quantltles
of Imputed Upper-Tier 0il for such Tracts.

(b) If the quantity of Upper-Tier 0il allocated to any
Tract exceeds’ the quantity of total oil allocated to such Tract
in Section 15.B.2.2, less the quantity of Stripper 0il allocated
to such Tract in Section 15.B. 2.3, and less the gquantity of Newly
Discovered 0il allocated to each Tract in Section 15.B.2.4, the
quantity of Upper-Tier 0il allocated to such Tracc shall be
reduced to the quantity of total o0il allocated to such tract in
Section 15.3.2.2: less the nnnnf1fv nf Strlp?av 031 allsested to
such Tract in Section 15.B.2. 3, and less the quantity of Newly
Discovered 0il allocated to each Tract in Section 15.B.2.4.

(¢) Any remaining Upper-Tier 0il shall be allocated to
all Tracts which have been allocated less Stripper 0il, Newly
Discovered 0il and Upper-Tier 0Oil than the quantity of total
0il allocated in Section 15.B.2.2, in proportion to their
respective Tract Participations.

(d) Steps (b) and (c) shall be repeated, if necessary,
until all Upper-Tier Oil has been allocated and no Tract has
been allocated more Upper-Tier 0il, Newly Discovered 0il and
Stripper Oil than the quantity of total oil allocated in Section
15.B.2.2.

SECTION 15.B.2.6. ALLOCATION OF LOWER-TIER OIL. The quantity
of Lower-Tier 0il allocated to each Tract shall be calculated by
subtracting from the quantity of total oil allocated to such Tract 3
in Section 15.B.2.2 the quantity of Stripper 0il allocated to such ;
Tract in Section 1S.B.2.g the quantity of Newly Discovered Oil : E
allocated to such Tract in Section 15.B.2.4, and the quantity of
Upper-Tier 0il allocated to such Tract in Section 15 R 2.5,

s
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SECTION 15.B.2.7. AMENDMENT BY WORKING INTEREST OWNERS. This
Section 15.B may be amended or deleted by vote cof the Working Interest

- VA

Owners using the voting procedure set out in Article 4.3 of the Unit
Operating Agreement if in the opinion of the Working Interest Owners
(a) application of Section 15.B as written becomes unworkable or
inequitable as a result of changes in laws or regulations of any
governmental agency pertaining to price controls, or (b) amendment or
deletion of this Section 15.B is necessary tc comply with applicable
laws, rules, regulations, or orders of any governmental agency having
jurisaiction.

SECTION 15.C. TAKING UNITIZED SUBSTANCES IN KIND. The Unitized
Substances allocated to each Tract shall be delivered in kind to the
respective Working Interest Owners and parties entitled therete by
virtue of th2 ownership of oil and gas rights therein. Each Working
Interest Owner and the parties entitled thereto shall have the contin-
uing right to receive such production in kind at a common point within

E R

the Unit Area and to sell or dispose of the same as it sees fit. Each
such party shall have the right to construct, maintain and operate all
necessary facilities for that purpose on unitized land, provided the
same are so constructed, maintained and operated as not to interfere
with operations carried on pursuant heretoc. Subject to Section 17
hereof, any extra expenditure incurred by Unit Operator by reason of
the delivery in kind of any portion of the Unitized Substances shall
be borne by the party responsible therefor under the controlling lease
or contract. In the event any Interest Owner shall fail to take or
otherwise adequately dispose of its proportionate share of the
production from the Unitized Formation currently as and when produced,
then so long as such condition continues, Unit Operator, for the
account and at the expense of the Working Interest Owner of the Tract
or Tracts concerned, and in order to -void curtailing the operation of
the Unit Area, may, but shall not be required to, sell or otherwise
dispose of such production to itself or to others on a day-to-day
basis, provided that all contracts of sale by Unit Operator of any
other party's share of Unitized Substances sgall be only for such
reasonable periods of time as are consistent with the minimum needs of
the industry under the circumstances, but in no event shall any such
contract be for a period in excess of one year, and at not less than
the prevailing market price in the area for like production, and the
account of such Working Interest Owner shall be charged therewith as
having received such production. The net proceeds, if any, of the
Unitized Substances so disposed of by Unit Operator shall be paid to
the Working Interest Owner of the Tract or Tracts concerned. Notwith-
standing ihie foregoing, Unit Operator shall not make a sale into
interstate commerce of any Working Interest Owner's share of gas
production without first giving such Working Interest Owner sixty (60)
days' notice of such intended sale.

Any Working Interest Owner receiving in kind or separately
disposing of all or any part of the Unitized Substances allocated to
any Tract, or receiving the proceeds therefrom if the same is sold or
purchased by Unit Operator, shall be responsible for the payment of
all Royalty, Overriding Royalty and Production Payments due thereon,
and each such party shall bold each other Working Interest Owner
harmless against all claims, demands and causes of action by owners of
such royalty, overriding royalty and production payments.

1f, after the Effective Date of this Agreement, there is any
Tract or Tracts that are subsequently committed hereto, as provided in
Section 4 (Expansion) hereof, or any Tract or Tracts within the Unit
Area not committed hereto as of the Effective Date hereof but which are
subsequently committed hereto under the provisions of Section 14
(Tracts Qualified for Participation) and Section 34 (Nonjoinder and
Subsequent Joinder); or if any Tract is excluded from this Agreement
as provided for in Section 32 (Leccs cof Tiele), the schedule of
participation as shown in Exhibit '"B" shall be revised by the Unit
Operator; and the revised Exhibit “B", upon approval by the Land
Commissioner and the Supervisor, shall govern the allocation of
production on and after the effective date thereof until a revised
schedule is approved ac hereinabove provided.

-12-

e e L SR SN S EECRATEE £ 4 S B AR HES A A S




If the Unit Area is enlarged, the revised Tract Participations

of the Tracts which were within the Unit Area prior to the enlargement
shall remain in the same ratio one to another.

SECTION 16. OUTSIDE SUBSTANCES. If gas obtained from formations
not subject to this Agreement Is iatroduced into the Unitized
Formation for use in repressuring, stimulating of production or
inocveasing uitimate recovery which shall be in conformity with a Plan
of Operation first approved by the Land Commissioner and the Supervisor,
a like amount of gas with appropriate deduction for loss or depletion
from any cause may be withdrawn from unit wells completed in the
Unitized Formation royalty free as to dry gas, but not rovalty free as
to the products extracted thervefrom; provided that such withdrawal
shall be at such time as may be provided in the approved Plan of
Operator or as otherwise may be consented to or prescribed by the Land
Commissioner and the Supcrvisor as conforming to good petroleum
engineering practices and provided further that such right of
withdrawal shall terminate on the termination date of this Agreement.

SECTION 17. ROYALTY SETTLEMENT. The State of New Mexico and
United States of America and all Royalty Owners who, under an existing
contract, are entitlied to take in kind 2 share of the substances
produced from any Tract unitized hereunder, shall continue to be
entitled to such right to take in kind their share of the Unitized
Substances allocated to such Tract, and Unit Operator shall make
deliveries of such Royalty share taken in kind in conformity with the
applicable contracts, laws and regulations. Settlement for Royalty
not taken in kind shall be made by Working Interest Owners responsible
therefor under existing contracts, laws and regulations on or before
the last day of each month for Unitized Substances prcduced during
the preceding calendar month; provided, however, that nothing herein
contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any Royalty due under
the leases, except that such Royalty shall be computed on Unitized
Substances as allocated to each Tract in accordance with the terms
of this Agreement. With respect to Federal leases committed hereto on
which the royalty rate depends upon the daily average production per
well, such average production shall be determined in accordance with
the operating regulations pertaining to Federal leases as though the
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committed Tracts were included in a single consolidated lease.

If the amount of production or the proceeds thereof accruing to
any Rovalty Owner (excent the mited States of America) in a Tract
depends upon the average production per well or the average pipeline
runs per well from such Tract during any period of time, then such
production shall be determined from and after 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 Unitized Substances as of
the Effective Date hereof, provided that any Tract not having any well
so capable of producing Unitized Substances on the Effective Date
hereof shall be considered as having one such well for the purpose of
this provision.

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

Each Royalty Owner (other than the State of New Mexico and the
United States of America) that executes this Agreement represents and
warrants that it is the owner of a Royalty Interest in a Tract or
Tracts within the Unit Area as its interest appears in Exhibit "B"
attached hereto. If any Royalty Interest in a Tract or Tracts should
be lost by title failure or otherwise in whole or in part, during the
term of this Agreement, then the Royalty Interest of the party
representing himself to be the owner thereocf shall be reduced
proportionately and the interests of all parties shall be adjusted
accordingly.



SECTION 18. RENTAL SETTLEMENT. Rentals or minimum Royalties due
on the leases committed hereto shall be paid by Working Interest Owners
responsible therefor under existing contracts, laws and regulations
provided that nothing herein contained shall operate tc relieve the
lessees of any land from their respective lease obligations for the
payment of any rental or minimum Royalty in lieu thereof, due under
their leases. Rental for lands of the Statre of New Mexico subiect to
this Agreement shall be paid at the rate specified in the respective
leases from the State of New Mexico. Rental or minimum Royalty for
lands of the United States of America subject to this Agreement shall
be paid at the rate specified in the respective leases from the
United States of America, unless such rental or minimum Royalty is
waived, suspended or reduced by law or by approval of the Secretary
or his duly authorized representacive.

SECTION 19. CONSERVATION. Operations hereunder and production
of Unitized Substances shall be conducted to provide for the most

economical and efficient recovery of said substances without waste, as
defined by or pursuent to Federal and State laws and regulations.

SECTION 20. DRAINAGE. The Unit Operator shall take appropriate
and adequate measures to prevent drainage of Unitized Substances from

The Unit Operator, upon approval by the Working Interest Owners,
the Supervisor and the Land Commissioner, is hereby empowered to enter
into a borderline agreement or agreements with working interest owners
of adjoining lands not subject to this Agreement with respect to
operation in the border area for the maximum economic recovery,
conservation purposes and proper protection of the partics and in
affected.

SECTION 21. DOE REGULATIONS. Working Interest Owners agree to
release Unit Operator from any and all losses, damages, injuries,
claims and causes of action arising out of, incident to or resulting
directly or indirectly from Unit Operator's interpretation or
application of rules, rulings, regulations or orders of the Department
of Energy or predecessor agencies to the extent Unit Operator's
interpretation or application of such rules, rulings, regulations or
orders were made in good faith. Working Interest 8wners further agree
to reimburse Unit Operator for their proportionate share of any
amounts Unit Operator may be required to refund, rebate or pay as a
recsult of an incorrect interpretation or appiication of the above
noted rules, rulings, regulations or orders, together with their
proportionate part of interest and penalties owing by Unit Operator
as a result of such incorrect interpretation or application of such
rules, rulings, regulations or orders.

SECTION 27. STATUTORY UNITIZATION. If and when Working Interest
Owners owning at least seventy-five percent (75%) of the Unit

‘Participation and Royalty Owners owning at least seventy-five percent

(753%) of the Koyalty Interest have become parties to this Agreement

or have approved this Agreement in writing and such Working Interest
Owners have also become parties to the Unit Operating Agreement, Unit
Operator may make application to the Division for statutory unitization
of the uncommitted interests pursuant to the Statutory Unitization Act
(Chap. 70, Art. 7, N.M.S. 1978 Ann.). If such application is made and
statutory unitization is approved by the Division, then effective as

of the date of the Division's order approving statutory unitization,
this Agreement and/or the Unit Operating Agreement shall automatically
be revised and/or amended in accordance with the following:

(1) Section 14 of this Agreement shall be revised by substituting
for the entire said section the following:

"SECTION 14. PARTICTIPATION. On and after the Effecti
hereof, all Tracts within the Unit Area shall be entitled to par
pation in the production of Unitized Substances.”

14~
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(2) Section 25 of this Agreement shall be revised by substituting
for the first three paragraphs of said section the following: i

"SECTION 25. EFFECTIVE DATE AND TERM. This Agreement
shall become effective on the first day of the calendar month next
following the effective date of the Division's order approving
statutory unitization upon the terms and conditions of this Agreement

Agreen
as amended (if any amendment is necescary) to conform to the Division's

> Losoaayy
order; approval of this Agreement, as soJamended, by the Land
Commissioner; and the filing by Unit Operator of this Agreement or
notice thereof for record in the office of the County Clerk of
Roosevelt County, New Mexico. Unit Operator shall not file this
Agreement or notice thereof for record, and hence this Agreement shall
not become effective, unless within ninety (90) days after the date
all other prerequisites for effectiveness of this Agreement have been
satisfied, such filing is approved by Working Interest Owners owning

a combined Unit Participation of at least sixty-five percent (65%) as
to all Tracts within the Unit Area.

"Unit Operator shall, within thirty (30) days after the
Effective Date of this Agreement, file for record in the office of the
County Clerk of Roosevelt Countz, New Mexico, a certificate to the
effect that this Agreement has beccme effeoctive in accordance with its
terms, therein identifying the Division's order approving statutory
unitization and stating the Effective Date."

(3) This Agreement and/or the Unit Operating Agreement shall be
amended in any and all respects necessary to conform to the Division's
order approving statutory unitization.

Any and all amendments of this Agreement and/or the Unit Operating
Agreement that are necessary to conform said agreements to the
Division's order approving statutory unitization shall be deemed to be
hereby approved in writing by the parties hereto without any necessity
for further approval by said parties, except as follows:

(a) If any amendment of this Agreement has the effect of
reducing any Royalty Owner's participation in the production of
Unitized Substances, such Royalty Owner shall not bhe deemed to have
hereby approved the amended agreement without the necessity of further
approval in writing by said Royalty Owner; and

(b} If any amendment of this Agreement and/or the Unit
Operating Agreement has the effect of reducing any Working Interest
Owner's participation in the production of Unitized Substances or
increasing such Working Interest Owner's share of Unit Expense, such
Working Interest Owner shall not be deemed to have hereby approved
the amended agreements without the necessity of further approval in
writing by said Working Interest Owner.

SECTION 23. LEASES AND CONTRACTS CONFORMED AND EXTENDED.
‘The terms, conditions and provisions of all leases, subleases and other
contracts relating to exploration, drilling, development or operation
for oil or gas on lands committed to this Agreement are hereby expressly
modified and amended to the extent necessary to make the same conform
to the provisions hereof, but otherwise to remain in full force and
effect, and the parties hereto hereby consent that the Secretary and
the Land Commissioner, respectively, shall and by their approval
hereof, or by the approval hereof by their duly authorized representa-
tives, do hereby establish, alter, change or revoke the drilling,
producing, rental, minimum Royalty and Royalty requirements of Federal .
and State leases committed hereto and the regulations in respect :
thereto to conform said requirements to the provisions of this Agreement..

Without limiting the generality of the foregoing, all leases,

subleases and contracte are particnlarle modified in zcoccocordance wiih
the following:




(a) The development and operation of lands subject to this
Agreement under the terms hereof shall be deemed full performance of
all obligations for development and operation with respect to each
part or separately owned Tract subject to this Agreement, regardless of
whether there is any development of any particular part or Tract of the
Unit Area, notwithstanding anything to tge contrary in any leage,
ing agreement or other contract by and between the parties hereto,
T Tesbective predecessors in interest, or any of them,

opera
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(b) Drilling, producing or improved recovery operations
performed hereunder shall be deemed to be performed upon and for the
benefit of each Tract, and no lease shall be deemed to expire by reason

of failure to drill or produce wells situated on the land therein
embraced. -

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

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

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

(f) Any lease embracing lands of the State of New Mexico having
only a portion of its land committed hereto shall be segregated as to
that portion committed and that not committed, and the terms of such
lease shall apply separately to such segregated portions commencing as
of the effective date hereof. Provided, however, that notwithstanding
any of the previsiocns of this Agreement to the contrary, such lease
(including both segregated portions) shall continue in full force and
effect beyond the term provided therein as to all lands embraced in
such lease if o0il or gas is, or has heretofore been discovered in
paving quantitiez on some part of the lands embraced im such lease
committed to this Agreement or, so long as a portion of the Unitized
Substances produced from the Unit Area is, under the terms of this
Agreement, allocated to the portion of the lands covered by such lease
committed to this Agreement, or, at any time during the term hereof, as
to any lease that is then valid and subsisting and upon which the
lessee or the Unit Operator is then engaged in bona fide drilling,
reworking, or improved recovery operations on any part of the lands
embraced in such lease, then the same as to all lands embraced therein
shall remain in Tull force and effect so long as such operations are
diligently prosecuted, and if they result in the production of o0il or
gas, said lease shall continue in full force and effect as to all of
the lands embraced therein, so long thereafter as oil or gas in paying
quantities is being produced from any portion of said lands.

(g) The segregation of any Federal lease committed to this
Agreement is governed by the following provision in the fourth
paragraph of Section 17(j) of the Mineral Leasing Act, as amended by
the Act of September 2, 1960 (74 Stat. 781-784): '"Any (Federal) lease
heretofore or hereafter committed to any such (unit) plan embracing
lands that are in part within and in part outside of the area covered
by any such plan shall be segregated into separate leases as to the
lands commitrod ond the lands not committed as of the Effective Date
of unitization; provided, however, that any such lease as to the non-
unitized portion shall continue in force and effect for the term thereof
but for not less than two years from the date of such segregation and so

long thereafter as oil or gas is produced in Paying Quantities.”

-lé6-




SECTION 24. COVENANTS RUN WITH LAND: The covenants herein shall
be construed to be covenants running with the land with respect to the
interest of the parties hereto and their successors in interest until
this Agreement terminates, and any grant, transfer or conveyance of
interest in land or leases subject hereto shall be and hercby is
conditioned upon the assumption of all privileges and obligations
hereundzr by the grantee, transferee or other successcr in interest.
No acesignment or traunsfier of any Working Interest subject hereto shall
be binding upon Unit Operator until the first day of the calendar month
after Unit Operator is furnished with the original, or acceptable
photostatic or certified copy, of the recorded instrument or transfer;
and no assignment or transfer of any Royalty Interest subject hereto
shall be binding upon the Working Interest Owner responsible therefor
until the first day of the calendar month after said Working Interest
Owner is furnished with the original, or acceptable photostatic or
certified copy, of the recorded instrument or transfer.

SECTION 25. EFFECTIVE DATE AND TERM. This Agreement shall
become binding upon each party who executes or ratifies it as of the
date of execution or ratification by such party and shall become

effective on the first day of the calendar month next following the
approval of this Agreement by the Supervisor, the Land C 5101

Al eallll \.aOTIETli Ss .I.Ulléf
and the Commission.

If this Agreement does not become effective on or before April 1,
198%, it shall ipso facto expire on said date (hereinafter called
"expiration date") and thereafter be of no further force or effect,

unless prior thereto this Agreement has been executed or ratified by
Working Interest Owners owning a combined Participation of at least
eighty percent (80%); and at least seventy-five percent (75%) of such ;
Working Interest Owners committed to this Agreement have decided to
extend said expiration date for a periocd not to exceed one (1) year
(hereinafter called "extended expiration date'"). If said expiration
date is so extended and this Agreement does not become effective on or
before said extended expiration date, it shall ipso facto expire on

said extended expiration date and thereafter be of no further force
and effect.

Unit Operator cshall file for re

.
A vy
i -_—-_—_-n ana ~ LY. 4

1
a

r hin thirt I
the Effective Date of this Agreement, in the office where a counterpart
of this Agreement is recorded, a certificate to the effect that this
Agreement has become effective according to its terms and stating
further the effective date.

ey £ANY A >
\ovy,

The terms of this Agreement shall be for and during the time that
Unitized Substances are produced from the unitized land and so long
thereafter as drilling, reworking or other operations (including
improved recovery operations) are prosecuted thereon without cessation

of more than ninety (90) consecutive days unless sooner terminated as
herein provided.

This Agreement may be terminated with the approval of the Land
Commissioner and the Supervisor by Working Interest Owners owning
eighty percent (80%) of the Unit Participation then in effect whenever
such Working Interest Owners determine that Unit Operations are no
longer profitable, or in the interest of conservation. Upon approval,

- such termination shall be effective as of the first day of the month
after said Working Interest Owners' determinaticn. Notice of any such
termination shall be filed by Unit Operator in the office of the County
Clerk of Roosevelt County, New Mexico, within thirty (30) days of the
effective date of termination.

Upon termination of this Agreement, the parties hereto shall be
governed by the terms and provisions of the leases and contracts
affecting the separate Tracts just as if this Agreement had never been
entered into.

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

-17-
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SECTION 26. RATE OF PROSPECTING, DEVELCPMENT AND PRODUCTION.
All production and the disposal thereof shall be in conformity with

allocations and quotas made or fixed by any duly authorized person or
regulatory body under any Federal or State statute. The Director is

LS

hereby vested with authority to alter or modify from time to time, in
his discretion, the rate of prespecting and development and within the
limits made or fixed by the Commissioner to alter or modify the quantity
and rate of production under this Agreemont, such authourity being
hereby limited to alteration or modification in the public interest,

the purpose thereof and the public interest to be served thereby to

be stated in the order of alteration or modification; provided, further,
that no such alteration or modification shall be effective as to any
land of the State of New Mexico as to the rate of prospecting and
development in the absence of the specific written approval thereof by
the Land Commissioner and as to any lands in the State of New Mexica

or privatelv-cyned lands subject to this Agreement or to the quantity
and rate of production from such lands in the absence of specific
written approval thereof by the Division.

Powers in this Section vested in the Director shall only be
exercised after notice to Unit Operator and opportunity for hearing to
be held not legs than fiftecen (15) days from notice, and thereafrer

subject to administrative appeal before becoming final.

=
-

SECTION 27. NONDISCRIMINATION. Unit Operator in connection with
the performance of work under this Agreement relating to leases of the

United States, agrees to comply with the clauses set forth in Exhibit
"C" attached hereto and made a part hereof. -

SECTION 28. APPEARANCES. Unit Operator shall have the right to
appear for or on behalf of any interests affected hereby before the
Land Commissionexr, the Department, and the Division, and to appeal
from any order issued under the rules and regulations of the Land
Commissioner, the Department or the Division, or to apply for relief
from any of said rules and regulations or in any proceedings relative
to operations before the Land Commissioner, the Department or the
Division or any other legally constituted authority; provided, however,
that any other interested party shall also have the right at his or
its own expense to be heard in any such preoceeding.

SECTION 29. NOTICES. All notices, demands, objections or
statements required hereunder to be given or rendered to the parties
hereto shall be deemed fully given if made in writing and personally
delivered to ithe party or parties or sent by postpaid certified or
registered mail, addressed to such party or parties at their respective
addresses set forth in connection with the signatures hereto or to the
ratification or consent hereof or to such other address as any such
party or parties may have furnished in writing to the party sending
the notice, demand or statement.

SECTION 30. NO WAIVER OF CERTAIN RIGHTS. Nothing in this
Agreement contained shall be construed as a waiver by any party hereto
of the right to assert any legal or constituticnal right or defense as
to the validity or invalidity of any law of the State wherein said
Unitized Lands are located, or regulations issued thereunder in any
way affecting such party, or as a waiver by any such party of any
right beyond his or its authority to waive; provided, however, each
party hereto covenants that it will not resort to any action to
partition the unitized land or the Unit Equipment.

SECTION 31. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED

TO REALTY. Each Working Interest Owner has heretofore placed and used
on its Tract or Tracts committed to this Agreement various well and
lease equipment and other property, equipment and facjilities. It is
also recognized that additional equipment and facilities may hereafter
be placed and used upon the Unitized Land as now or hereafter
constituted. Therefcre, for all purposes of this Agreement, any such
equipment shall be considered to be personal property and not fixtures
attached to realty. Accordingly, said well and lease equipment and
perscnal property is hereby severed from the mineral estates affected




by this Agreement, and it is agreed that any such equipment and personal
property shall be and remain personal property of the Working Interest
Owners for all purposes.

SECTION 32. UNAVOIDABLE DELAY. All cobligatic nder this
Agreement requiring the Unit Operator to commence or continue improved
recovery operations or to operate on or produce Unitized Substances
from any of the lands covered by this Asreeomeont shall be suspended
while, but only so long as, the Unit Operator, despite the exercise of
due care and diligence, is prevented from complying with such
obligations, in whole or in part, by strikes, acts of God, Federal,
State or municipal law or agency, unavoidable accident, uncoiitrollable
delays in transportation, inability to obtain necessary materials in
open market, or other matters beyond the reasonable control of the

Tl < - o

Unit Operator wheihier similar to matters herein enumerated or not.

=
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SECTION 33. LOSS OGF TITLE. In the event title to any Tract of
unitized land shall fail so as to render the Tract inoperable under

this Agreement and the true owner cannot be induced to join this
Agreement, such Tract shall be automatically regarded as not committed l
\

hereto as of the first day of the calendar month in which the failure

of title is determined and there shall be such readjustment of future

costs and bhenefits as may be required on account of the loss of such

title. In the event of a dispute as to title as to any Royalty,

Working Interest or other interest subject thereto, pavment or

delivery on account thereof may be withheld without liability or ‘
interest until the dispute is finally settled; provided, that as to

State or Federal land or leases, no payments of funds due the State

of New Mexico or the United States of America shall be withheld, but i
such funds shall be deposited as directed by the Land Commissioner

and/or the Supervisor (as the case may be), to be held as unearned !
money pending final settlement of the title dispute, and then applied

as earned or returned in accordance with such final settlement.

Unit Operator as such is relieved from any responsibility for
any defect or failure of any titie hereunder.

SECTION 34. NONJOINDER AND SUBSEQUENT JOINDER. Joinder by any
Royalty Owner, at any time, must be accompanied by appropriatce joinder
of the corresponding Working Interest Owner in order for the interest
of such Royalty Owner to be regarded as effectively committed.

Joinder to this Agreement by a Working Interest Owner, at any time,
must be accompanied by appropriate joinder to the Unit Operating
Agreement in order for such interest to be regarded as effectively
committed to this Agreement.

Any oil or gas interest in the Unitized Formations not committed
hereto prior to submission of this Agreement to the Land Commissioner
and the Supervisor for final approval may thereafter be committed
hereto upon compliance with the applicable provisions of this Section :
and of Section 14 (Tracts Qualified for Participation) hereof, at any f
time up to the effective date hereof on the same basis of parricipa-
tion as provided in said Section 14, by the owner or owners thereof
subscribing, ratifying, or consenting in writing to this Agreement and, :
if the interest is a Working Interest, by the owner of such interest *
subscribing alsc to the Unit Operating Agreement.

It is understood and agreed, however, that from and after the
Effective Date hereof the right of subsequent Joinder as provided in
this Section shall be subject to such requirements or approvals and ;
on such basis as may be agreed upon by Working Interest Owners owning
not less than sixty-five percent (65%§ of the Unit Participation then
in effect, and approved by the Land Commissioner and Supervisor. Such
subsequent joinder by a proposed Working Interest Owner must be
evidenced by his execution or ratification of this Agreement and the
Ilnit Operating Agreement and, where State or Federal land is involved,
such Joinder must be approved by the Land Commissioner or Supervisor.
Such Joinder by a proposed Royalty Owner must be evidenced by his
execution, ratification or consent of this Agreement and must be
consented to in writing by the Working Interest Owner responsible for
the payment of any benefits that may accrue hereunder in behalf of

N B T I LT
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such proposed Royalty Owner. Except as may be otherwise herein
provided, subsequent joinder to this Agreement shall be effective

as of the first day of the month following the filing with the Land
Commissioner and the Supervisor of duly executed counterparts of

any and all dccuments necessary tu establich effective commitment

of any Tract or interest to this Agreement, unless objection to such
joinder by the Land Commissioner or ihe Supervizor is Jduly made
sixty (60) days aftar such filin '

SECTION 35. COUNTERPARTS. This Agreement may be executed in any
number of counterparts, no one of which nezds to be executed by all
parties and may be ratified or consented to by separate instrument in
writing, specifically referring hereto, and shall be binding upon all
those parties who have executed such a counterpart, ratification or
consent hereto with the same force and effect as if all parties had
sigued the sameé document, 2nd regardless of whether or not it is
executed by all other parties owning or claiming an interest in the
land within the described Unit Area.

SECTION 36. JOINDER IN DUAL CAPACITY. Execution as herein

provided by any party as either a Working Interest Owner or a Royalty
Owner shall commit all interests owned or controlled by such party;
provided, that if the party is the owner of a Working Interest, he

mugt also execute the it Operating Agrcement.

SECTION 37. TAXES. Each party hereto shall, for its own
account, render and pay its share of any taxes levied against or
measured by the amount or value of the Unitized Substances produced
from the unitized land; provided, however, that if it is required or
if it be determined that the Unit Operator or the several Working
Interest Owners must pay or advance said taxes [or the account of the
parties hereto, it is hereby expressly agreed that the parties so
paying or advancing said taxes shall be reimbursed therefor by the
parties hereto, including Royalty Owners, who may be responsible for
the taxes on their respective allocated share of said Unitized
Substances. No taxes shall be charged to the United States or to the
State of New Mexico, nor to any lessor who has a contract with a lessee
which requires his lessee to pay such taxes.

SECTION 38. NO PARTNERSHIP. The duties, obligations and
liabilities of the parties hereto are intended to be several and not
joint or coliective. This Agreement is rot intended to create, and
shall not be construed to create, an association or trust, or to

impose a parinership duty, obligation or liability with regard to any
one or more of the parties hereto. Each party hereto shall be
individually responsible for its own obligation as herein provided.

SECTION 39. PRODUCTION AS OF THE EFFECTIVE DATE. Unit Operator
shall make a proper and timely gauge of all leases and other tanks
within the unitized land in order to ascertain the amount of merchant-
able o0il above the pipeline connection in such tanks as of the
effective date hereof. All such 0il which has then heen produced in
accordance with established allowables shail be and remain the property
cf the Interest Owner entitled thereto, the same as if the unit had
not been formed; and the responsible Working Interest Cwner shall
promptly remove said oil from the unitized land. Any such oil not so
removed .shall be sold by Unit Operator for the account of such Working
Interest Owners, subject to the payment of all Royalty to Royalty
Owners under the terms hereof. The o0il that is in excess of the prior
allowable of the wells from which it was produced shall be regardcd as
Unitized Substances. produced after Effective Date hereof.

If, as of the Effective Date hereof, any Tract is over-produced
with respect to the allowable of the wells on that Tract and the
amount of over-production has been sold or otherwise disposed of,
such over-production shall be regarded as a part of the Unitized
Substances produced after the Effective Date hereof and shall be
charged to such Tract as having been delivered to the parties
entitled to Unitized Substances allocated to such Tract.

~-20-
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SECTION 40. NO SHARING OF MARKET. This Agreement is not intended
to provide and shelTl NoOt be construed to provide, directly or indirectly,

for any cooperative refining, joint sale or marketing of Unitized

Substances.
"UNIT OPERATOR"
By
Secretary Don R. Layton, President
Date
Attest: TRINITY RESOURCES, INC.
By
Secretary President
Date )
Attest: HANOVER PETROLEUM CORPORATION
; | By
Secretary President
Date
Attest: HARVARD & LeMAY EXPLORATION LTD. 1976A
By
i Secretary
‘ Date
4
Attest: DEVACQ LTD.
By
Secretary
Date
Date .
: LaDORA LUCAS
Attest: GETTY OIL COMPANY
By
Secretary
Date
]
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Attest: AMOCO PRODUCTION COMPANY

Ry
Secretary
NDate
Attest: SUN OIL COMPANY
By
Secretary
Date
Attest: TEXACO, INC.
By
Secretary
Date
Attest: GULF OIL CORPQORATION
| By
; Secretary
g Date
:
] Attest: MONUMENT ENERGY CORPORATION
t
% By
: Secretary
§ Date
E
% Attest: SOUTHWESTERN, INC.
é By
§ Secretary
? Date
g _22-




STATE OF TEXAS )
) ss
COUNTY OF LUBBOCK )
The foregoing instrument was acknowledged before me this day
of , 1980, by Don R. Layton . President
of LAYTON EWIERPRISES
said corporation .

Notary Public
My commission expires:

L IRU. . a Texas corporation, for and on behalf of i
1

STATE OF )
) ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of , 1980, by ,
of

My commission expires:

i STATE OF )

: ) ss :

‘ COUNTY OF )

: The foregoing instrument was acknowledged before me this }

: day of , 1980, by - s ]
e i of

; - Notary Public
My commission expires:

STATE OF )
% ) ss
; COUNTY OF )
§ The foregoing instrument was acknowledged before me this
{ day of , 1980, by ,
7 of

Notary Public

s

My commission expires:

5
————— e 4
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STATE OF )

) ss |
COUNTY OF ) |
|
The foreponing instriment wae arknawledead hafascea e +hia |
p o Lo e b yd) 95 1 e H T E e O e A A W “llaA O {
da}' o » 1980, by . !
of

‘ Notary Fublic
My commission expires:

STATE OF ) |

) ss |

COUNTY OF ) |
The foregoing instrument was acknowledged before me this

day of , 1980, by , |

of :

Notary Public
My commission expires: :

STATE OF )
) ss ;
COUNTY OF ) , i
The foregoing instrument was acknowledged before me this
day of , 1980, by ”
of

Notary Public
My commicssion expires:

e i st T i g b kL i L iy T D il L g e MR i s

STATE OF )
) ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of , 1980, by ,
of
Notary Public

My ccmmission expires: ]
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STATE OF ) !
) ss |
COUNTY OF ) |

The foregoing instrument was acknowledged before me thic

-
b3 1988, by
’ R - )

Notary Public
My commission expires:

STATE OF ) |
) ss |

COUNTY OF ) g
The foregoing instrument was acknowledged before me this i

day of , 1980, by , %
of g

Notary Public %
My commission expires:

r et s gt

STATE OF ) ‘
) ss ]
é COUNTY OF ) ]
The foregoing instrument was acknowledged before me this
day of , 1980, by s
of - *N E
3
Notary Public ;

My commission expires:

Lo

STATE OF ) ,
; ) ss ;

COUNTY OF ) | |
The foregoing instrument was acknowledged before me this

day of , 1980, by ) ;

of 3

Notary Public
My commission expires:

-25-
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Exhibit "A"

TODD LOWER SAN ANDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO




Lease Name,

EXHIBIT "B" TO UNIT AGREEMENT
TODD LOWER SAN ANDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO

Tract Description of Land Serial No. Lessee of Basic Roy, Overriding Royalty Lower San Andres Production Percent; Unit
No. and No. Acres & Lease Date Record & Percent. Owner & Percerntage W.I. Ownership & Percentage Participation
FEDERAL LEASES:
1. Mark Federal #7 LC 062529-A Texaco, Inc. USA Texaco, Inc. 5% Hanover Petrol. Corp.
75-35E 12/1/51 1235% E. R. Kain 2% (25% of 76.25%) - .19062500C0 .2906636656
Sec. 25: NEj W4SEY W. J. Weaver 5% Trinity Resources, Inc. |
(249) Jack L. McClellan 1% (58.75% of 76.25%) - .4479687500 .6830596142
Harvard & LeMay Explor. m
Led. 1976A W
(6.25% of 76.25%) - .0476562500 .0726659164
Devacq Ltd. w
(10% of 76.25%) - .0762500000 .1162654663
Trinity Rasources, Inc.
(100% of 22.50%) - .225000000) .34307 34250
LaDora Lucus , W
(100% of 1.25%) ~ ,012500000) .0190539125
1.52479}0000
1-A.  Mark Federal #6 LC 062529-A Texaco, Inc. USA E. R. Kain 2% Texaco, Inc. :
7S-35E 12/1/52 12%% W. J. Weaver 5% (100% of 25%) -~ ,2500000000 .35844.,5000
Sec. 25: EMSEX Jack L. McClellan 1% Hanover Patrol. Corp.
(80) (25% of 57.1875%) - 1429687500 .20498:17328
Trinitv Resources, Inc.
(58.75% of 57.1875%) - .335976562! L48171:7721
Barvard & LeMay Explor.
Ltd. 19764
(6.25% of 57.1875%) - .035742187% .05124:i9332
Devacq L.
(10% of 57.1875%) -~ ,0571875000 .08199:4931
Trinity Resources, Inc. _
(100% of 16.8750%) - .1687500000C .24194¢0125
LaDora Lucus .
(100% of .9375%) -~ ,009375000C 0134415563

1.43376€0000




Lease Name,

EXHIBIT

"B" TO UNIT AGREEMENT

TODD LOWER SAN ANDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO

L B A

Percen} Unit

Tract Description of Land  Serial No. Lessee of Basic Roy. Overriding Royalty Lower San Andres Production
No. and No. Acres & leagse Date  Record & Percent. Ouner & Percentage W.I. Ownership & Percentage wuﬂn»nwwbnpoz
2. Solsbery NM 050476 Featherstone USA None Amoco Production Co. - 1.0000000000 9.5022)70000
78-36E 2/1/60 Developmeni 12%% H
Sec. 29: SENSEY Corxrp.
(40)
3. Livaudais
75-36E
Sec. 30: Lots 1,2,3, NM 0139989~A  Murphy UsA Marcel Livaudais, Jr. and Hanover Pzatroleum Corp.
4, EMW;, ENSEY,SELNEY 6/1/61 Minerals 124%% Carol Black Livaudais 5% (PPI) (25% of 76.25%) - .1906250000 1.3113465469
(427.40) Corp. Trinity Resources, Inc.
(58.75% of 76.25%) - 4479687500 3.0816543851
Harvard & LeMay Explor.
Ltd. 1976A M
(6.25% of 76.25%) - .0476562500 0.3278166367
Devacq Ltd.
(10% of 76.25%) - .0762500000 0.5245:}86188
Trinity Resources, Inc.
(100% of 22.50%) - .2250000000 1.5478:.88750
LaDora Lucas ,
(100% of 1.25%) - .0125000000 0.08591199375
6.87914950000
A Linam "A" NM 0321281 Amoco USA Richard L. and Getty 01l Company - 1.0000000000 0.6430:10000
7S-36E 11/1/62 Prod. 12%% Barbara J. Peterson  1/2% ,
Sec. 19: SE4SEY Co. Robert H. Hays 24%
(40) H. A. Hackathan 2%%
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EXHIBIT "B" TO UNIT AGREEMENT _
. . , TODD LOWER SAN ANDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO _

Lease Name,

Tract: Description of Land Serial No. Lessee of Basic Roy. Overriding Royalty Lower San Andres Percentage Percert Unit
No. and No. Acres & Lease Date Record & Percent. Owmer & Percentage W.I. Ownership & Percentage wmnn»nﬁwmn»o=
4-A. Peterson "A" NM 0321281 Amoco UsSA Richard L. and Amoco Production Co, - 1.0000000000 4.476(320000
78-36E 11/1/62 Prod 12%% Barbara J. Peterson 1/2% :
Sec. 29: SalgwWl, SWy Co. Robert H. Hays 25%
(200) H. A. Hackatham 2%
5. Spradley NM 0449372 Amoco USA Mrs. Wilton E. Spradley 1%(PPI)Amoco Production Co. - 1.0000000000 3.9712150000
78-36E 10/1/63 Prod. 12%% Charles C. Langdon 1X(PPI) w
Sec., 29: W4SEY Co.
(80)

TOTAL FEDERAL ACREAGE: 1,107.40




Lease Name,

EXHIBIT "B" TO UNIT AGREEMENT
TODD LOWER SAN ANDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO

Tract Description of Land Serial No. Lessee of Basic Roy. Cverriding Royalty Lower San Andres Production Percent Unit
No. and No. Acres & lLease Date Record & Percent. Owner & Percentage W.I. Ownership & Percentage Particijation
STATE LEASES:
6. Skelly-Smitt. E~8948 Getty 011 State N.M. Hanover Petroleum Corp. - .25000000 2.67413:12500
78-36F 4/19/55 Co. 12.5% Trinity Resources, Inc. - .58750000 6.28421(17875
- Sec. 31: Lots 1,2, Harvard & LeMay Explor.
EMiilg Ltd. 1976-A - .06250000 0.66853:10625
(154.09) Devacq Ltd. - .10000000 1.06965:9000
| 10.69652¢0000
« 6-A. Hobbs 'R" E-8948 Getty 011  State N.M. Getty 01l Co. 1/8 Hanover Petroleum Corp. i
75-36E 4/19/55 Co. 12.5% Grant M, Smith 1% (25% of 87.5%) - .21875000 0.39830712187
Sec. 31: NE%; Trinity Resources, Inc. .
(160) (58.75% of 87.5%) - .51406250 0.9360219641
Harvard & LeMay Explor. ,
Ltd. 1976-A
(6.25% of 87.5%) - .05468750 0.09957€8047
Devacq Ltd.
(10% of 87.5%) - .08750000 0.1593228875
LaDora Lucas
(100% of 1.25%) - .01250000 0.0227604125
Trinity Resources, Inc. W
(100% of 11.25%) - .11250000 0.20,8437125
1.8208330000
7. State "AY" E--10047 Sun 0il Co. State N.M. None Sun 0i1 Company - 1.,00000000 15.768927D000
7S-35E 5/15/56 12.5%

Sec. 36: N, SE%
(480)
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EXHIBIT "B" TO UNIT AGREEMENT
TODD LOWER SAN ANDRES UNIT

ROOSEVELT COUNTY, NEW MEXICO |
Lease Name,
Tract Description of Land Serial No. Lessee of Basic Roy. Overriding Royalty Lower San Andres Production Percent Unit
No. and No. Acras & Lease Date Record & Percent. Owner & Percentage W.I. Ownership & Percentage Participation
8. State "BC" 0G-174 Atlantic State N.M. Monument Energy Corp. - .50000000 0.3699815000
75-36E 9/18/56 Richfield 12.5% Southwestern, Inc. - .50000000 0.3699835000
Sec. 31: Lots 3,4 _ Co. 0.73997 10000
(74.11) ,
8-A. Atlantic 0G-174 Atlantic State N.M. Atlantic Richfield Co. 12.5% Monument linergy Corp. - .56250000 1.1653143750
7S-36E 9/18/56 Richfield 12.5% Southwestern, Inc. - .06250000 0.12947493750
Sec. 31: EkSWy Co. John Turner - .12500000 0.25895H7500
(80) William Penn - .12500000 0.2589517500
John Hill - .06250000 0.1294743750
K. V. Dunn - .06250000 0.1294743750
2.07167(10C00
8-B. Atlantic-Smith 0G--174 Atlantic State N.M. Atlantic Richfield Co. 1/16 Hanover Petroleum Corp. ,
78-36E 9/18/56 Richfield 12,5% Grant M. Smith 1% (25% of 75%) - .18750000 1.20130£6250
Sec. 31: SEX4 Co. Trinity Resources, Inc. ,
(160) (58.75% of 75%) - .44062500 2,8230658687
Harvard & LeMay Explor.
Ltd. 1976-A
(6.25% of 75%) - .04687500 0.3003261553
Devacq Ltd. A
(10% of 75%) - .07500000 0.4805218500
Trinity Resources, Inc. v
(100% of 23.125%) - .23125000 1.481609)375
LaDora Lucas .
(100% of 1.875%) - .01875000 0.1201301}625
6.406958)000
9. N.M. "CT" LG-1395 Texaco, Inc, State N.M. Texaco, Inc. - 1.00000000 8.0772800000
75-35E 10/15/57 12,5% -

Sec. 35: Nls, NMSE%
(400)




. EXHIBIT "B" TO UNIT AGREEMENT
‘ TODD LOWER SAN ANDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO

Lease Name,

Tract Descriptilon of Land Ser.al No. Lessee of Basic Roy. Overriding Royalty Lower San Andres Production Percent Unit
No. and No. Acres & Lease Dete Record & Percent. Owner & Percentage W.I. Ownership & Percentage Partic ipation
10. Hobbs "'Z" 0G-1617 Getty 011 State N.M. Hanover Patroleum Corp. - 25000000 0.2467.170000
78-36E 12/16/57 Co. 12.5% Trinity Resources, Inc. - 58750000 0.5797:149500
Sec. 19: SWiSE% Harvard & LeMay Explor.
Ltd. 1976--A - ,06250000 0.0616:192500
Devacq Ltd. - .10000000 0.0986168000
0.9868(:80000
10-A. Val State 0G-1617 Getty 011 State N.M. Getty 0il Co. 12,5% Hanover Petroleum Corp.
78-36E 12/16/57 Co. 12.5% (25% of 76.25%) - .19062500 1.4546780563
Sec. 30: WsEls Trinity Resources, Inc.
(160) (58.75% of 76.25%) - .44796875 3.4184434322
Harvard & LeMay Explor.
Ltd. 1976-A
(6.25% cf 76.25%) -~ .04765625 0.3636€95140
Devacq Ltd.
(10% of 76.25%) - .07625000 0.5818712225
Trinity Resources, Inc.
(100% of 22.50%) - .22500000 1.7169¢70500
LaDora Lucas
(100% of 1.25%) - .01250000 0.0(9538087250
7.6310980000
11. Gates Starte K-3582-3 Murphy State N.M. Robert B. Gates 5% Hanover Petroleum Corp.
7S-36E 9/17/63 Minerals 12.5% Mary Ann Morrison 1% (25% of 76.25%) - .19062500 1.27964 86594
Sec. 32: Nwk; Corp. J. W, Brashfield 1% Trinity Resources, Inc.
(160) (58.75% of 76.25%) - J4479€875 3.00717.43495
Harvard & LeMay Explor.
Ltd. 1976-A
(6.25% of 76.25%) - .04765625 0.31991.11648
Devacq Ltd. "
(10% of 76.25%) - .07625000 0.51185¢14638
Trinity Resources, Inc. "
(100% of 22,50%) - .223500000 1.5104049750
* LaDora Lucas : P
(100% of 1.25%) - ,01250000 0,.0839113875

6.7129110000
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EXHIBYT "B" TO UNIT AGREEMENT
TODD LOWER SAN ANDRES UNIT
ROOSEVELT COUNTY, NEW MEXICO

L.ease Name,

Tract Description of Land Seria’ No. Lessee of Basic Roy. Overriding Royalty Lower San Andres Production Percent Unit
No. and No. Acres § Lease Date Record & Percent. Owner & Percentage W.I. Ownership & Percentage Parcticipation
12, Roosevelt K-6285 Gulf 011 State N.M, ) Gulf 0il Corporation - 1.00000000 9.5314090000
78-35E 8/16/66 Corp. 12.5%
Sec. 32: NEL
(160)
13. Cook K-6454-3 Murphy State N.M. Joe Don Cook 5% Hanover Petroleum Corp. ,
7S-3€E 10/18/66 Minerals 12.5% Grant M. Smith 1% (25% of 735%) - .18750000 0.208.,773125
Sec. 32: N:SWy Corp. Trinity Resources, Inc. "
(80) (58.75% of 75%) - 44062500 0.489.1166844
Harvard & LeMay Explor.
Ltd. 1976-A
(6.25% cf 75%) - ,04687500 0.0520443281
Devacq Ltd, H
(10% of 75%) - ,07500000 0.083:1709250

Trinity Resources, Inc.
(1007% of 23.125%)
LaDora Lucas
(100% of 1,875%)

1

.23125000 0.256:'520187

.01875000 0.0206177313
1.110:7790000

14. N.M. “H.N." V-40 Yates State N.M. Sun 011 Company - 1.00000000 0.0142420000
7S-36E 9/1/71 Petrol 12.5%
Sec. 20: NuWSWY Corp.
(40)
TOTAL STATE ACREAGH: 2,148.20 = 65,98% of unit
TOTA! rEDERAL ACREAGE: 1,107.40 = 34.02% of unit
TOTA.. UNLIT ACREAGE; 3,255.60
~7-




’ ’ EXHIBIT "'C"

SUFPLEMENT

tQuAL pMPLUYMENT OPPORTUNLITY PROVLIS1ON

~ During the performance of this contract, the Operator agrees as follows:

(1) The Operator will not discriminate agalast any emplovee or applicsnt fecr employment because of race,
color, religion, sex or national origin. The Operator will take afffrmative action to ensure that
spplicants are émployed, and cthat employees are treated during employment without regard to their
race, color, religion, sex or national origin. Such action shall include. bur not he 1i{mited ra rthe
following: Employment, upprading, demction, or transierx, recruitvent or recruitment advertising:
layoff{ or termination; rates of pay or other forms of conpensatlon and selection for traininb in-
c]uding apprenticeship. The Operator agrees tc post in conspicuons mlarne, avallabls tg csployees
and applicants Ior employment notices to be provided setting forth the provisiors of this non-
discrimination clause.

{(2) The Operator will, in all solicitations or advertisements for employees placed by or on behalf of
the Operator, state that all qualified applicants will) recefve consideration for employment with-
out regard to race, color, religion. sex or national origin.

(3) The Operator will send to euach labor union or vepresentative of workers with which Operator has a
_COIIELtiVQ bargaining agreement or other contract or understanding, a notice to be provided, ad-
vising the said Tshor iminn or uvnrkere' reprosentstives of ithe Operator’s commitwents under Sec-—
tion 202 of Executive Order 11246 of September 24, 1965, and shall post copies of the notice in
conspicuous places avaflable to ewployees and applicants for ewcployment.

(4) The Operator will comply with all provisions of Executive Order 11246 qf September 24, 1965, and
of the rules, regulations, and relevant orders of the Secretary of Labor.

{5) The Operator will furnish all information and reports required by Evecurive Order 11246 of Sepiem-
ber 24, 1965, and by the rules, regulations, and orders of the Secretary of Labor, or pursuant
thereto, and will permit access to Operator's books, records, and accounts by the administering
agency and the Secreiary of Labor for purposes of investigation to ascertain compliance with such
rules, regulations, and orders.

(6) 1In the event of the Operator’'s non-compliance with the non-discrimination clauses of this contract
or with any of the said rules, regulations, or orders, this contract may be cancelled, terwminated
or suspended in whole or in part and the Operator may be declared ineligible for further Govern-—
ment contracts cr federally assisted comstruction contracts in accordance with procedures author-
ized in Executive Order 11246 of September 24, 1965, and such other sanctions may be imposed and
remedies invoked as provided in Executive Order 11246 of September 24, 1965, or by rule, regula-
‘tion, or order of the Secretary of Labor, or as otherwise provided by law.

{(7) The Operator will include the provisions of paragraphs (1) through (7) in every subcontract or pur-
chase order unless exempted by rules, regulations, or ovders of the Secretary of Labor issued pur-
suant to Section 204 of Executive Order 11246 of September 24, 1965, so that such provisions will
be binding upon each subcontractor or vendor. The Operator will take such action with respect to
any subcontract or purchase order as the administering agency may direct as a means of enforcing
such provisions including sanctions for non-compliance: Provided, however, that in the event the
Operatar hecomes dnvelwsd in, or is thieatened wilh, 1itigation with a subcontractor or vendor as
a result of such direction by the administering agency, the Operator may request the United States
to enter into such litigation to protect the interests of the United States. '

Operator acknowledges that Operator may be required to file Standard Form 100 (EEO-1) promuigated
jointly by the Office of Federal Contract Compliance, the Egual Employment Opportunity Commission and
Plans for Progress with the appropriate agency within 30 days of the date of contract award 1f such re-
port has not been filed for the current year and otherwise comply with or file such other compliance
reports as may be required under Executive Order 11246, as amended and Rules and Regulations adopted
thereunder.

Operator further acknowledges that Operator may be required to develop a written affirmative ac-
tion compliance program as required by the Rules and Regulations approved by the Secvetary of Labor

. under authority of Executive Order 11246 and supply Cities with a copy of such program 1f Cities so

requests.
CERTIFICATION OF NONSEGREGATED FACILITIES

By entering into this contract, the Operator certifies that Operator does not and will not maintain
or provide for Operator's employees any segregated facilities at any of Operator's establishments, and
that Operator does not and will not permit Operator's employees to perform their services at any loca-
ticn, under COperator's control, where segregated facilities are maintained. The Operator agrees that a
breach oF this certification is a violation of the Equal Opportunity clause in this contract. As used
in this certification, the term "segregated facilities™ mweans, but is not limited to, any waiting rooms,
wotk areas, rest rooms and wash rooms, restaurants and orther eating areas, time clocks, locker rooms and
other storage or dressing areas, parking lots. drinkinz fountains, recreatiop or entertainment areas,
transportation, and nousing facilitles provided for employees which are segregated by explicit directive
or are in fact segregated on the basis of race, color, religion, or national origin, because of habirt,
local custom, or otherwise. Operator further agrees that (except where Operator has obtained identical
certifications from proposed contractors and subcontractors for specific time periods) Operator will ob-
tain identical certificattons from proposed contractors and subcontractors prior to the award of con-
tracts or subcontracts exceeding $10,000 which are not exempt from th~ prcvisions of the Equal Oppor-
tunity clause; that Operator will rerain such cerrifications in Cpertor's files and that Uperator will
forward the following notice to such proposed contractors and subcontr.rrors (except vhere the proposed
contractors or subcontractors have submitced identical cerrifications for specific time periods):

Notice to prospective contractors and subcontractors of requirement for cer;ifications of nunsegregated
faciliti{es. A Cerctificate of Bonsegregated Facilitles must be submitted prior to the avard of a con-
tract or subcontract exceeding $10,000 wvhich is not execpt from the provisions of the Equal Opportunity
clauus. The certification may be submitted either for each contract and subcentract or for all con-
tracts and subcontracts durfng a period (i.e., quarterly, semiannually, or annually).

I T T P
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LAW OFFICES OF Cooean 121080
| HuNnxER- FEDRIC, P. A. ‘ “"””Tft,
3 SUITE 210, HINXLE BUILDING OiL QO e T <3 PPASION
: POST OFFICE BOX 1837 SANTA FE

ROSWELL, NEW MEXICO 88201
GEORGE H. HUNKER, JR.

TELEPHONE 0O82-R700
DON M. PEDRIC

ARDA Tons 208

March 11, 1981

Mr. Joe D. Ramey, Secretary-Director

New Mexico 0il Conservation Division
P.0. Box 2088

Santa Fe, New Mexico 87501

Attention: Mr D .S Ny
Re: Todd Lower San Andres

Water Flood Project
Case No. 7202

Gentlemen:

We hand you herewith in triplicate, the Application
of Layton Enterprises, Inc. for approval of its Todd Lower
San Andres Water Flood Project in Roosevelt County, New
Mexico. Will you please file this application.

We would like to have a hearing on the matter on
March 25, 1981. Advise.

Sincerely yours,

HUNKER-FEDRIC, P.A.

GHH : dd
Enc.

xc: Donald R. Layton, Pres.

Layton Enterprises, Inc.
3103 - 79th St.
Lubbock, Texas 79423, w/enc.

xc: Mr. Joe L. Johnson, Jr.
Stephens Engineering
P.0. Box 2249
Wichita Falls, Texas 76307 g/ en
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STATE OF NEW MEXICO | 1 MAR 12 1981 }!'

ENERGY AND MINERALS DEPARTMENT

OIL CONSERVATION DIVISION OLL CENE AN STISION

SANTA FE
IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF

CONSIDERING:
CASE NO. 7202
APPLICATION OF LAYTCN ENTERPRISES, INC.,
FOR APPROVAL OF THE TODD LOWER
SAN ANDRES WATER FLOCD PROJECT,

ROOSEVELT COUNTY, NEW MEXICO.

ATy

APTLICATION

Layton Enterprises, Inc. respectfully requestcs agproval of the
Todd Lower San Andres Water Flood Project, Roosevelt County, New Mexico,
and in support thereof, shows:

1. That Operator seeks authority gursuant to Rule 701 and
Commission Memorandum 3-77 (August 24, 1977) to institute a water flocd
prOJect in the Todd Lower San Andres Pool by the injection of water

into the Lower San Andres formation. The proposed water flood groject
should result in the recovery of otherwise unrecoverable oil, ereby
preventing waste.

2. Attached to this Application is a plat showing the locat1on
of the four proposed injection wells (marked with a triangle), all of

which have produced or are producing from the Todd Lower San Andres
formation as follows:

, Layton Enterprisec, Inc., Livaudais #7,
: 1,980 FSL and 660 FEL Section 30,
? Township 7 South, Range 36 East;

Layton Enterprises, Inc., Hobbs "R" i1,

330 FNL, 1,650 FWL, Section 31,

Township 7 South, Range 36 East;

Layton Enterprises, Inc., Atlantic-Smicth #2,
2,180 FSL, 660 FEL, Section 31,

Townshlp 7 South, Range 36 East

Layton Enterprises, Inc., Gates State #2,
660 FNL, 1,980 FWL, Section 32,
Township 7 South, Range 36 East.

3. Attached to this Application is a tabular summary of all wells
within one-half (1/2) mile of the injection wells which penetrate the.
injection zone, showing casing strings, setting depths, sacks of cement

used, cement tops, total depth, producing interval, well identification,
and locationm.

4. Attached to this Application are schematic drawings of all
plugged and abandoned wells within one-half (1/2) mile which have
penetrated the injection zone, showing all information as to casing
string, setting depths, sacks of cement used, cement tops, total depth,
producing interval, well identification and locatlon together with
the size and location of all plugs and the date of abandonment .

5. Also attached is a diagrammatic sketch of the four proposed
injection wells showing complete casing, tubing, cementing and other
construction detail.
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LAYTON APPLICATION (continued)

6. Testimony will be adduced at the hearing regarding expected
injection pressures and volume of fluids to he injected, in connection
with which Uperator agrees that it will not inject at pressures any

Antne la e

greater than permitted by order or by regulation. Operator will take
all steps necessary to insure that injected water enters only the
proposed injection interval and is not permitted to escape to other
formations or onto the surface from injection production or plugged
and abandoned welis.

7. Operator requests that an administrative procedure be adopted
whereby Operator may obtain approval for producing wells and injection
wells at orthodox and unorthodox locations in addition to or in lieu of
the wells herein approved. Operator agrees that should its application
be approved, the project should be §overned by the provisions of Rules

701, 702 and 703 of the Division Rules and Regulations.

WHEREFORE, Applicant prays that the above described Todd Lower
San Andres Water Flood Project, Roosevelt County, New Mexico, be
approved and that hearing be set before the Examiner at the Examiner
hearing on March 25, 1981, or as soon thereafter as the same may be

Respectfully submitted,
LAYTON ENTERPRISES, INC.

By ’

// George M. Hunker, Jr.
Hunker-Fedric, P.A.

P.0. Box 1837

Roswell, New Mexico 88201

(505) 622-2700

Attorneyvs for Applicant
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STATE OF NEW MEXICO i\
ENERGY AND MINERALS DEPARTMENT AR 12 1981 ‘pj
OIL CONSERVATION DIVISION - N
L COTIE AVATIEN ornsto
M CANTA FE

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:
CASE NO. 7202
APPLICATION OF LAYTON ENTERPRISES, INC.,
FOR APPROVAL OF THE TODD LOWER
SAN ANDRES WATER FLOOD PROJECT,
ROOSEVELT COUNTY, NEW MEXICO.

APPLICATION

Layton Enterprises, Inc. respectfully requests approval of the
Todd Lower San Andres Water Flood Project, Roosevelt County, New Mexico,
and in support thereof, shows:

1. That Operator seeks authority pursuant to Rule 701 and
Commission Memorandum 3-77 (August 24, 1877) to institute a water flood
project in the Todd Lower San Andres Pool by the injection of water
into the Lower San Andres formation. The proposed water flood project
should result in the recovery of othervise unrecoverable o0il, tgereby
preventing waste.

2. Attached to this Application is a plat showing the location
of the four proposed injection wells (marked with a triangle), all of
which have produced or are producing from the Todd Lower San Andres
formation as follows:

Layton Enterprises, Inc., Livaudais #7,
1,980 FSL and 660 FEL Section 30,
Township 7 South, Range 36 East;

Layton Enterprises, Inc., Hobbs ¥R #1,
330 FNL, 1,650 FWL, Section 31,
Township 7 South, Range 36 East;

Layton Enterprises, Inc., Atlantic-Smith #2,

2,180 FSL, 660 FEL, Section 31,
"Township 7 South, Range 36 East;

Layton Enterprises, Inc., Gates State #2,
6650 FNL, 1,280 FWL, Section 32,
Township 7 South, Range 36 East.

3. Attached to this Application is a tabular summary of all wells
within one-half (1/2) mile cf thc injection wells which penetrate the
injection zone, showing casing strings, setting depths, sacks of cement
used, cement tops, total depth, producing interval, well identification,
and location.

4, Attached to this Application are schematic drawings of all
plugged a2nd abandoned wells within one-half (1/2) mile which have
penetrated the injection zone, showing all information as to casing
string, setting depths, sacks of cement used, cement tops, total depth,
producing interval, well identification and location, together with
the size and location of all plugs and the date of abandonment.

5. Also attached is a diagrammatic sketch of the four proposed
injz2ction wells showing complete casing, tubing, cementing and other
construction detail. ‘
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continued)

6. Testimony will be adduced at the hearing regarding expected

‘injection pressures and volume of fluids to be injected, in connection

with which Operator a§rees that it will not inject at pressures any
greater than permitted by order or Ly regulation. Operator will take
all steps necessary to insure that injected water enters only the
proposed injection interval and is not permitted to escape to other
formations or onto the surface from injection production or plugged
and abandoned wells.

7. Operator requests that an administrative procedure be adopted
whereby Operator may obtain approval for producing wells and injection
wells at orthodox and unorthodox locations in addition to or in lieu of
the wells herein approved. Operator agrees that should its application
be approved, the project should be governed by the provisions of Rules
701, /02 and 703 of the Divisiou Rules and Regulations.

WHEREFORE, Applicant prays that the above described Todd Lower
San Andres Water Flood Project, Roosevelt County, New Mexico, be
approved and that hearing be set before the Examiner at the Examiner
hearing on March 25, 198l, or as soon thereafter as the same may be
heard.

Respectfully submitted,
LAYTON ENTERPRISES, INC.

George R Eunker, Jr.< 3
Hunker-Fedric, P.A.

P.0. Box 1837

Roswell, New Mexico 88201
(505) 622-2700

Attorneys for Applicant
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APPLICATION OF LAYTCN ENTERPRISES, INC.,
FOR APPROVAL OF THE TODD LOWER

SAN ANDRES WATER FLOOD PROJECT,
ROOSEVELT COUNTY, NEW MEXTICO.

APPLICATION

Layton Enterprises, Inc. respectfully requests approval of the
Todd Lower San Andres Water Flood Project, Roosevelt County, New Mexico,
and in support thereof, shows:

1. That Operator ceeks authority pursuant to Rule 701 and
Commission Memorandum 3-77 (August 24, 1877) to institute a water flood
preoiect in the Tecdd Lower San Andres Pool by the injeccion of water
into the Lower San Andres formation. The proposed water flood project
should result in the recovery of otherwise unrecoverable oil, tﬁereby
preventing waste.

2. Attached to this Application is a plat showing the location

of the four proposed injection wells (marked with a triangle), all of
which have produced or are producing from the Todd Lower San Andres
formation as follows:

Layton Enterprises, Inc., Livaudais #7,
1,980 FSL and 660 FEL Section 30,
Township 7 South, Range 36 Eacst;

Layton Enterprises, Inc., Hobbs "R" #1,
330 FNL, 1,650 FWL, Section 31,
Township 7 South, Range 36 East;

Layton Enterprises, Inc., Atlantic-Smith #2Z,
2,180 FSL, 660 FEL, Section 31,
Township 7 South, Range 36 East;

Layton Enterprises, Inc., Gates State #2,
660 FNL, 1,980 FWL, Section 32,
Township 7 South, Range 36 East.

(V]

Attached to this Application is a tabular summary of all wells
within one-half {(1/2) mile of the injection wells wnich penetrate the

injection zone, showing casing strings, setting depths, sacks of cement
used, cement tops, total depth, producing interval, well identification,

and location.

4 Attached to this Application are schematic drawings of all
plugged and abandoned wells within one-half (1/2) mile which have
penetrated the injection zone, showing all information as to casing
string, setting depths, sacks of cement used, cement tops, total depth,
producing interval, well identification and location, together with
the size and location of all plugs and the date of abandonment.

5. Also attached is a diagrammatic sketch of the four proposed
injection wells showing complete casing, tubing, cementing and other
construction detail,




LAYTON APPLICATION (continued)

6. Testimony will be adduced at the hearing regarding expected
injection pressures and volume of fluids to be injected, in connection
with which Operator agrees that it will not inject at pressures any
greater than permiited by order or by regulation. Operator will take
all steps necessary to insure that injected water enters only the
proposed injection interval and is not permitted to escape to other

formations or onto the surface from injection production or plugged
and abandoned wells.

7. Operator requests that an adminictrative procedure be adopted
whereby Uperator may obtain approval for producing wells and injection
wells at orthodox and unorthodox locations in addition to or in lieu of

the wells herein apprcved. Operator agrees that chould its gpplication

te approved, the project should be governed by the provisions of Rules
701, 702 and 703 of the Division Rules and Regulations.

WHEREFORE, Applicant prays that the above described Todd Lower
San Andres Water Flood Project, Roosevelt County, New Mexico, be
approved and that hearing be set before the Examiner at the Examiner
hearing on March 25, 1981, or as soon thereafter as the same may be
heard.

Respectfully submitted,
LAYTON ENTERPRISES, INC.

By S

George H. Hunker, Jr.
Hunker-Fedric, P.A.
P.0. Box 1837
Roswell, New Mexico 88201
(505) 622-2700

Attorneys for Applicant
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL COMNSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NMEW MEXICO

25 March 1981

LXAMINER HEARING

IN THE MATTER OF: ;

)
Application of Layton Enterprises. )
Inc., for a unit agreement, Roosevelt) CASE
County, New Mexico. ) 7201

) and
Application of Layton Enterprises, ) B8,
Inc., for a waterflood project, ) w
Roosevelt County, New Mexico. ) .

)

BEFORE: Daniel S. Nutter
TRANSCRIPT OI" HEARING

APPEARANCES

For the 0il Conservation Ernest L. Padilla, Esqg.
Division: Legal Counsel to the Division
State Land OIfice Bldg.
Santa Fe, New Mexico 875Cl

For the Applicant: George H. Hunker . Jr.

HUNKER, FEDRIC P. A.
P. O. Box 1837
Roswell, New Mexico 88201

PRy Aot 3
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JOL L. JOi

Applicant

Applicant

Applicant

LISoN IR,

Direct Examinaticon by HMr. iiunker
Croas Fxamination by Mr
Redirect Examination by Mr. Hunker

Recross Examination by Mrxr., Nuttex

Cross Fxamination by Mr. Padilla

EXHIBITS

rxhiibit One, Plat

Exhibit Two,!/Unit Agreemnent

xhibit Tour, Diagrammatic Sketches
®Kiiibit Five, Summary

xhibit Six, Diagrammatic Sketches
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1 3
2 MR, MUDTER Call next Case Mumber 7201.
3 MR. PADILLA: Application of lLayton

“ rnterprises, Inc., for a unit acreement, Roosevelt County,

5 New Mexico.

6 MR. HUNKER: Mr. Examiner. I'm George

7 H. Hunker, Junior, Roswell, Ncw Mexico. I represcnt Layton
s Enterpnrises, Inc., in connection with Case Number 7201, which

9 is an apprlication for approval of a unit agreement. 5
10 ' I also represent Layton Enterprises in g
connection witn the watérflood project, which is a necessary

12 | adjunct to the unit agreement, and T ask that you permit us
- 13 | to put on our testimony in this matter in a consolidated

14 | fashion.

i AT A T el i o

15 MR. NUTTER: We will now call Case Numbe}

16 | 7202.
17 MP. PADILLA: Application of Layton
18 | Enterprises. Inc., for a waterflood nroject, Roosavelt County,

19 New Mexico.

20 MR. NUTTER: Do yon have anv other wit- ;
i
21 | nesses, Mr. Hunker? §
3
22 MR. HUNKER: No. :
:
23
24 {WVitness swnrn.) é
- 25 o

/
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JOE I.. JOHNSON, JR.
BLeing called as 53 witncess and being duly sworn uepen hils oath,
testified as follows, to-wit:
DIRECT LCXAMINATION
BY MR. HUNKER:
Q For the record will you give the Examinej
your name address, and occupation?
r My name is Joe L. Schmson, Junior. I'm

a petroleum engineer with Stevens Engiheerinq, Wichita Falls.
o ‘Have you prepared engineering studies
of the Todd Lower San Andres Field?
A Yes, sir, I have.
0. Did you do this on behalf of Layton
Enterprises, Inc.?
A Yes. I have.
0 Enw long have vou been working on this

project, Mr. Johnson?

A Total time about eight years.
0. Are you familiar with the applications

that have been filed in these cases by Layton for approval of

unitization and Tor approval of the waterriood project?

A VYes, I am.
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0. Eave you previously testified hefore
the Commission and had your ¢ualifications made a matter of
rocerd and found to Le acdentable?
A Yes, thwey arce.

MR. HUNXER: Are the witness' qualifica-
tions acceptable?
MR. NUTTER: Yes, they are.

C. You've preparced certain exhibits. I'd
like fbr you to turn first to Exhibit Mumber One and tell the
Fxaminar what that exhibit is.

A Exhibit Mumber One is a map indicating
the area covered and contained within the proposed Todd lower

San Andres Unit.

o} How many acres are involved in this unit]
A 3,255,

0 And what part of the acreage is Federal?
A Anpromimately 24 pergent.

0. Vhat vart is State?

A 65, 66 percent.

Q Does the area that you have depicted on

this exhibit include all of the wells that are producable from
the Todd Lower San Andres formation?
A, , Yes, they do.

0. Looking further to the exhibit that's
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been marked 'lumber Two, will you tell the Examiner what that
exhibit is?
N Pyhibit Two in 2 unit agrocment o
nroposed Todd Lower San Ancres Unit.

¢ Turn to nage two of that agreement and
explain the formation tliat is to be unitized.

B, The unitized formation is described undej
(h) of Section 2, and it is - reads as follows: Commonly
known és the Lower San Andres formation and which is the same
for:ation that was encountered between the logged depths of
4235 feet subsea elevation minus 84 foot and 4286 foot subsea
elevation minus 135 in the Franklin Astin FAir, Incorporated,

- - S B 1 - -
Bough Otate Well MHo. 1.

¢

A . Tract varticipation formula consists
of four narts. A 70 percent weight is given to ultimate
primary as a percentage of the primary in the entire field;
10 percent weight’is given to the cumulative primary produced
by each tract as of January 1, 1279. as to the summation of
the cunmulative primaryv of thebw— all tracts; 10 percent weight
is given to the ratio of barrels of remaining oil for each

tract as of January 1, 1972, to the summation; and 10 percent

is given to the ratio of current production rate from each
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tract during the calendar vear 1278 to the surmaticn of the

production rates from all tract Wuiing the calendar year of

1]
Cu

*78.
] Wiy was a single stage fermula used in

connection with this unit?

A Tt was felt that it was - - would be

since the primary was virtually gone from this property, therels

very little remaining primary. that it would be a fair method
in whiéh to handle the investment, et cetera.

0 what is the status of the producing wells
in the field at the present time?

A At the prescent time the field is pro-
ducing approximately 100 barrels to 120 barrels a day, or

about two to three barrels of oil per well.

0 They're stripper wells, in other words?
A. Yes, sir.
Q And it's in the final stages of depletion

as far as the primarv is concerned, is that correct?
A, That is correct.
0. In your opinion, Mr. Johnson, will the

formula protect the correlative rights of royalty owners as

well as the working interest ownexrs?

Y.

T T T o T T T T Ty R P L R N PO I o T UL
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A . Yes, it wili.
0. If the agreement is approved, is it your
-
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opinion tihat such approwal will be in the interest of conserxr-
vation and the nrotection nf - and the nrevention of wrasta?

A Yes., sir, it will.

0

"~
3

connection with Case Numier 7202
the waterflood case, exprlain what Layton expects to accomwlish
by the waterflood project.

a Ve anticinate initially startinc with
a pilot vroject utilizing four injection wells and then based
on the perfonrmance of these four wells eipanding the project
in approximately one to two vears.

Anticivated recovery in the wav of

secondary recovery would be in the vicinity of 1-1/2 to 2
million barrels of oil.

Q Referring to Dxhibit Number Three will
you explain what that exhikit shows?

F Exhibit Three indicates the wells that

5 to start with.

i 2né how are they identified?

a Theyv'roc iécntified with a triangie aroungi
each of the wells.

o And the circled wells, does that mean
anything?

A No, gir,

0. Turning to Exhibit Four, which is in foar

»
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S, €, oard N, w311 veou L2ll the Ixaniner what
those refer to or deronstrate?
These are diacrommatic shetches of wells

tl

wet hwiave heen
of a half mile of each injecticon well.

0 Vhere did vou obtain the information

for these exhibits?

A, vie obtained it from the State files.
0 How, referrinc to - -

MR, NUTTER: tlell, before vou get off
those, Mr. Jchnson, on these exhibits I don't see anvy identi-~
fication of the location of them, Would yvou peoint cut the
locaticn so T could get them in the record?

MR, HUNKER: It will be shewvn, if the

Examiner please, on the tabular summary which, T think, is the
next exhibit.
MR, FUTTER: Okay.
0 Is that caorrect, Mr. --
MR, HUTTER: Ckay, go ahead.
0 Peferring to Exhibit Number Five, Mr.

Johnson, will vou tell the Ixaminer what that exhibit shows?

- —— . B . mvn @ e
L& O LUIIRIICE I LS
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-
2 n hre the four nlugged and abandened wells
- _ 3 shesm in that exhibit alse?
\ 4 £, Yos, =ir,

S ¢ Are they rarked with an asterisk?
6 A, Yes, sir.
7 0 And is tho lrcztion of these wells shown
8 en the exhibit?
9 A Yes, sir, that's the first column.

_ ]
10 0 llow what does thig tabular surmary show,
1 Mr. Jochnson? !
12 A, The tabular surmary indicates the loca-
13 tion of the wells, the surface casing used, the amount, as
14 well as the amount of cement used, the ton of the cement. It
15 also indicates production casincg that was run, the sizc of thaﬁ
16 casing, the depth at which it was set, cement used on that
Ly cementing job, the ton of the cement, total depth of the well,
18 the producing interval, and any data concerning nlugged and
19 abandoned wells, such as plugs, sacks of cement, depth. f
’20 0 All richt. Vhere did you obtain that ;
21 information?

E
22 A 2lso from the State files. ]
23 0 That's vcur Eyxhibit Humber ¥ive, is that
24 | correct? '
- -.?5 A That is correct.

o e
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e ReZorrying to Fxhibit Nw . oer €ix, wnich
ig in Tour marts, A, B. C. and 0, vill ven e¥ynlain to the

Fxaniner what that exhibit shous?

P K o2 =1 . Ly
¢ Qiagrammatic shetches of the

planned injection wells for the nroject and the w»nlanned .nethod

]

in which these wells will ke cornleted, for injection purneses,

¢

-}

re these typical of waterflooé projects|

Mr. Johnson?

A ves, they are.

0 2Are thev self-exmlanatory?

A Yes, sir.

o And thev also indicate the precise loca-

tion of the four wells that are going to be used for injecticn

purposes in the pilot flood, is that correct?

A Yes, sir, they Au identify that.
) In vour oninion will the approval of

the waterfiood project be in the interest of censervation and

the prevention of waste?

o Yes, sir, it wili.

0. ¥ill correlative rights be protected?
B, Yes, sir.

Q Have vou anything further that vou'éd

iike to add to your testimony?

R Yo, sir.
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will ke entered into the record of Cases 7201 and 7252,
CROCS BYAMTYIATION
nY MR, IJUTTER:
o lovr, Mr., Johnson, on your Ixhibit Number

‘e TrpraETrYs ey

MR, ODUUEDN: I'd like te offer at this
tire Exhibits One throuch Six on Lehalf® of the annl

Yy LS SdATladl AR TN
| SRR PR B A

xhitbi4s One through Six

Pive vou show the surface pive that has been run in each of
7¢1ls in the area and it looks like it wnrobably averages
anyvhere to 272 feet to 363 fect, scmewhere in that neighbor-
hood.

That is the depth of the fresh water in
the area, do you know?
sir, I'm not positive c¢f that.
There is very little fresh water in this general vicinity but
i would assume it would be more in the vicinity of 200 or less,

0. Yeah, vell, I would imagine so, jvsl

[

looking at the surface pipe.
2. Ch-huh.
0 It's probably set below thy Lurface

water, but - ou don't know exactly?

A Mo, Sir, L aon‘t. There are a tew --—

few windmills ouvt there but I don't know how deep they are.




1 13
—_
2 . . .
O tiow, ccement has been circulated to the
3 . . . .
surface cn cachr one of tiwese s3urfacce strings, is that correct?
‘ n
o That is corrocot,
5 e o
o 2nd then for the four wells within A
half mile of tac inijection vells. which har been plucged, you
7 : . : s
show the location of those vlucs on vour Exhibit Four A throug?
8 + : A 3 .
Four D, and vou've also indicated on TNzhibit Five the location
9 .
of those plugs, is that corrcct”
10 .
hy That iz correct.
11
MR, HOMIER: I have one or itwo other
12 \
guestions.
— 13 . s v
MR. MUTTER: Okay, Mr. Hunker.
14
15 o
ProYRLCT EXAMINMATION
16 e
B R. HUHKLR:
17 . .
Q lave vou made recommendations to the
18 ) .
cperator regarding pressures and the volume of fluid to he
19 ..
injected?
20 .
A. Veas ., sily, we havea,
21 : .
0 That do you recommend at thi s particular
22 .
time?
23 . . : ’
A Je're anticivating approximately 200
24 . s X
harrels a dav ner indection wall acs an initial noint of
V 25 . » - - . v - Ie!
starting; a maximum pressure in the vicinity of 800 to 9GO0
- e m
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n UVill ecare Lo talen by Lhe onerator to
insuare that the water enlera only tho wvarase? inicction in
terval and not permit it to escane?

A Ves, sir.

0. 2re vou roguestinge on behalf of operator

that adrinistrative procedures bz adopted whereby the operator

can obtain anproval adrminis+tratively for additional producing

and injcction wells at boti: orthodox and unorthodox locations?
A Ves, sir.

MR, HWKER: T have nothing further, Mr.

Nutter.

ROCPROSE FHAMINATION

0 Mr. Johnson, your proposed injection
pressure would be between 800 and 900 nounds. How the Divi-
sion's rule of thumk for limiting of injection pressures in
the aksence of information to the contrary would be 0.2 of
a pound per foot of depth to the umpermost perforation.

On Exhibit 8ix C, is -~ I can't tell

exactly what that upper nerforation is. Is that 4080 or 4282
or +dust what is that?

A That's 4282.
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0 Okav, the most shallow of the injection

zones, theon, would he ¢

o

r Exhibit Six A, which is 4240,
i, Yes, sir.

¢ And that rulc of thumb that I menticned
sould be 0.2 of a pound, or 248 nounds --

M Taat's correct.

0 --per sguare inch. Is that a suitable
maximum for vour present nlans?

X We think it would be, yes, sir.

0 Ckay. Yow I see these injection wells
are cquinped with tubing and vpacker and the annulus, I presume|
would be loaded with an inhibitive fluid?

A Yes, sir.

o) End equipped with pressure gauge or
otier device at the surface to indicate whether there's a
leak in tubincg, packer, or casing?

A That is correct.

¢ ¥ow, looking at the unit boundary as
depicted on Exhibit One, and looking at the plat showing the
location of the wells on Exhibit Number Three, I don't see

the unit boundarv on here, but the unit boundary is spread

out in such a manner that all of these producing wells shown

on Txhibit Three are included in the unit area?
A, Yes, sir, you need to take note now to
«
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the northwoest there are soveral gas wells. vou'll notice,
They are not inciuded in the unit, Only the oil vroducing
wclls arce thao onas that are Lroucght inte the unit aren.

¢ Okay. 3Tow how about the - there are

sorme oil wells, or there iz an nil well in the soutluwest of

the northwest of Section 2¢. Is that producing f£rom another
pool?

R 26, vcs, sir. I kelicwve that well is
plugged now.

Q | Is it?

A I helieve s0.

a Just bear with me a minv'2. I'm going

to draw the unit outline on this plat.
MR, WIECR: I'1ll be glad to furnish
you one. I just didn't have tine.

T~ oved 1Y 1.
14> VY oA A e

W

-~11 e
QL L.-L\-J.ll
You've got one non~contigquous ') going up there in Section

20 to take in *hac old well, I see.

A Yes, sSir.
0 I notice vou do have some gas wells in

+he north half of Section 31 included in the unit area, and
also -~ Section 35, I beg your pardon, and also a gas well

that's in the northeast of the southeast of Section 35. 1Is

whicir arc nroducing from a differcnt interval of the San Andrej.

e
Lo




i 17
2 that ~— iz that a unit well?
3 2, Yes, oir, those are shown as ¢gas wells
4 but thev are now oil wells,
S n I oo
6 MR, NMUTTLR:  Are there any further
7 guestions of Mr. Johnson? e mav Le --- oh, Mr. Padilla.
8
9 CROSS TXAMINATION
10 | py ur. pApTLIA:
11 n Yr. Johnson, I believe vou -- I'm not
12 sure whether vou testified to this or not, but did you get
- 13 preliminary approval from the Land Commissioner and the USGS
id for your unit agreement?
15 MR. HUNXTR: I'll answer that. We
16 have not from the Commissionzr of Public Lands buat we have
17 from the U8GS3.
18 e, PADILLA: I have nothing further.
19 MR. HUTTTR: How abhout the working in-
20 terest commitmoent to the unit, Mr. Hunker?
2 MR. HUNEER: We've had - well. &
2 think that Mr. Johnson can testifw to that.
23 MR. NUTTEFR: I notice from Exhibit
24 Humber One that most of the leases in here are labeled as
- 25 being Layton Enterprises leases. You have a few other com-

s
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A T don't have a rocent vorcaontage hut in

P

a sories of ne t wo've had therce at this moint arpears
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to he nc obicction frem anv of tho oncerators atr this tire,
but as to the amount that have signed and sent their unit
agreement in, I just dou't know.

MR, MUTTRR: Obviously the Lavton leases

are cormitted to the unit.

A Ves, they are.
MTL ONUTTRR:  And vie do have correspondeng

here from a counlc of comnanies.
A I see.
MR. WUTTER: liow about Texaco? Do you
know the status of neaotiations with Texaco?
A Texaco has been for it all the wav.,
MR, TAMAR: Mr., RExaminer.
MEK. NUPTER: Yes, sir. state vour name
for the record, 'i:ease.
N
MR, TLAMAR: I am J. R. Lamar and I am_
employed by the Amoco Production Company in Houston. Texas.
On behalf of 2Amoco, and as Amoco is a
working interest owner in this field, Amoco has been involved

in negotiations here and we approve th2 plan and we recommend

that vou approve the unit.
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19
. HUTTTR: “Thianka. Mr., Tamar, fo
we've heard from Ameco. Uill you road eur corrcessondence,
Pr. Padilla?
M. FADIVLS . Hr. ixXaminer, Sun n0il

Company and Cetty 0il Com»any Loth have filed & concurrence

of this -- for this uniti acreement.

MR, NUTTRR: My, Johansor or Mr. Hunker,
do yvou knew the status cof the Culf negotiatiens?
A 2gain, in the mestings we have had no
indication ot anv obiection from Guif,

MR, NMUTTER: And Monument TFnergy?
A e same.
MR, NUTTER: So vou think vou will have
100 percent?
A Leolkis like we'll have 100 percent.

We've foucht for eight years to aget it, but we'll get it.

HR. NUPTIR: Okay, are there any Turtaer
questions'of Mr. Johnson? !¢ may be cxcused.
Do you have enything further, fMr. Hunker!
MR, [UNKER: lothing further.
MR. IIUTTER: Does anyone have anytiing

they wish to offer in Case 72C1 or 72022

We'll take the cases under advisement.

(ilfearing concluded.)
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I, SALLY W. BOYD, C.S.R., DO HEREPY CERTIFY that

the foregoing Transcript of Hearing before the 0il Conserva-

tion Division was reported by me; that the said transcript

1
H

is a full, true, and correct record of the hearing, prepared

by me to the best of my ability.

R ol
 do hereby cortif s the forensina Ie

the . - 228/~720%
hewiv © e b Y /.
iy CX GITHNET

Oll Cai:cervalion Division
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| CONSIDERING:

'in the recovery of otherwise unrecoverable o0il, thereby preventing

STATE OF NEW MEXICO
ENERGY AND MINERALS DPEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL LONSEQV\”ION

.Y P S A e e

CASE NO. 7202

Order No. R- L( D>

APPLICATION OF LAYTON ENTERPRISES, INC.

FOR A WATERFLOOD PROJECT, ROOSEVELT

COUNTY, NEW MEXICO.
e
?C\lé/
A

BY PHE DIVISION:

URLLEK Ur it LDAVASIUN

This cause came on for hearing at 9 a.m. on March 25

19 81 , at Santa Fe, New Mexico, before Examine:; Daniel S. Nutter

NOW, on this day of April r 19 81 , the Division

Director, having considered the testimony, the record, and the
recormendations of the Examin
premises,

FINDS:

{1) That due public notice having been given as required
by law, the Division has Jjurisdiction of this cause and the

subiject matter thereof.

(2) That the applicant, Llayton Enterprises, Inc. v

Todd
seeks authority to institute a waterflood project on its

Pool, by the injection of water into the San Andres

formation through four injection wells in Sections 0, 31 a“ﬂ
of its Todd Lower 5an Andres Unit In

Townshlp 7 South s Range 36 East s NMPM, Roosevelt

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

waste.
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(5) That the operator should take all steps necessary to
ensure that the injected water enters only the proposed injection
interval and is not permitted to escape to other formations
or onto the surface from injection, production, or plugged and
abandoned wells.

(6) That the injection wells or injection pressurization
system should be so equipped as to limit injection pressure at

the wellhead to no more than 360 psi, but the Division
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Director should have authority to increase said pressure limita-
tion, should circumstances warrant.
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the project should be goverpned by the provisions of Rules 701,
702, and 703 of the Division Rules and Regulations.

IT IS THEREFORE ORDERED:

(1} That the applicant, Layton Enterprises, Inc.

is hereby authorized to institute a waterflood project on its

.
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by the injection of water into the ___&zm

formation through the following-described wells in Township

7 South , kange 36 East + NMPM, Roosevelt County,

New Mexico:

Lease Nome Well Na. Bl Leflar Sasfion
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(2} That injection into each cf said wells shall be
through internally coateéd tubing, set in a packer which shall be

located as near as practicable to the uppermost perforation; |
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that the casing-tubing annulus of each injection well shall be
loaded with an inert fluid and equipped with an approved pressure ?
gauge or attention-attracting leak detection device.

(3] That the operator shall immediately notify the

supervisor oi the Division's Hobbs district office of the b

failure of the tubing or packer in any of said injection wells,




the leakage of water or o0il from around any producing well, or
the leakage of water or o0il from any plugged and abandoned well
within the project area and shall take such timely steps as
may be necessary or required to correct such failure or leakage.
(4) That the injection wells herxrein authorized and/or the
injection pressurization system shall be so equipped as to limit
injection pressure at the wellhead to no more than 8.;9 psi,
provided however, the Division Director may authorize a higher
surface injection pressure upon satisfactory showing that such
pressure will not result in fracturina of the confining strata.
{(5) That the subject waterflood project is hereby

designated the @{O‘. Tohd Lossey Sase M Waterflood

Project and shall be governed by the provisions of Rules 701,

702, and 703 of the Division Rules and Regulations.

(6) That monthly progress reports of the waterflood
project herein authorized shall be submitted to the Division
in accordance with Rules 704 and 1115 of the Division Rules
and R_egulatibns .

(7) That jurisdi
entry of such further orders as the Division may deem necessary.

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

above designated. b




