BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF FOREST OIL CORP. FOR
APPROVAL OF A SECONDARY RECOVERY
PROJECT, EDDY COUNTY, NEW MEXICO. Case No. 14,157

AFFIDAVIT OF BRUCE A. RUSH
CITY AND COUNTY OF DENVER )
STATE OF COLORADO ' 3 o
Bruce A. Rush, being duly sworn upon his oath, deposes and states:

1. I am over the age of 18, and have personal knowledge of the matters stated herein.

2. I am a Senjor Landman for Forest Oil Corp. My area of responsibility at Forest
Qil Corp. includes Eddy County, New Mexico.

3. I am familiar with leasehold ownership in the State B Lease and the Skelly Unit.

4, State Lease B-2613-7, covering the SEY% of Section 16, Township 17 South,
Range 31 East, NM.P.M,, is referred to within Forest Oil Corp. as the “State B Lease.” Forest

Oil Corp., owns 100% of 1&;@ working interest in the State B Lease as to depths from
Suw§nce T S ‘?eé{"w”hfgﬁgﬁ% ud%gTﬁ{ ’G”r'iyburg-J ackson Pool.

5. Attached as Exhibit A is a plat of the Skelly Unit, a federal unit covering several

sections of land in Township 17 South, Range 31 East, NM.P.M. Attached as Exhibit B is a
copy of the Unit Agreement for the Skelly Unit, and attached as Exhibit C is a copy of the
Amendment to Unit Agreement for the Skelly Unit.

6, ; Fargst Oil Corp. owns 100% of the working interest in the Skelly Unit as to
depths ﬁ',c;m S, 000! __feet, which includes the Grayburg-Jackson Pool.

Lo AL

Bruce A. Rush ‘

SUBSCRIBED AND SWORN TO before me this 2245+ day of August, 2008 by Bruce

A. Rush.
) .
My Commission Expires: %MQVM_
otary Public

0il Conservation Division

Case. NO. : '___,__-—
ExhibitNo. J |
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NMNM 071030A PA 10th 2/16/1961

3 NMNM 071030B PA 03/02/04 INT MORROW
NMNM 071030C PA 3rd Revision EFF 1/1/2005 PADDOCK C

QMK Acrs not listed in the PA but listed in the Unit difference of 120 acres not included in the _PA's

Skelly Unit Boundry

NMNM 098120 ___ \
NMNM 098121 'f

NMNM 098122____ §\\\\\
NMLC 029418A

NMLC 029419A

NMLC 029420A

1

NMNM098121 HAS 40 ACRES NOT IN PA
NMNM098122 HAS 80 ACRES NOT IN PA
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DCA Revised 5/5/06
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ma7 determine to be prasticabls and necessary or advi sable,
qhich plan shgll adaquately protect the rights of all parties
in intereat, including the Uni;ed Stateé';

NH?REAS, the 3k:all‘y unit area, as hereinsafter daﬂned?
constitutes a single oil or gas area, field or pool within
the meaning of the Aota of March 4, 1931, and iugnst 21, 1936,

supra;

hEY

ticularly in the matter of ntqé of royalty am

corfliot »ith the laws of tha Stata in which the unit areg ia




UJIT AREA 2. That the following described lands are here-

by designeted and recognized as conatituting
the unit areaz '

All Sections 14 15 21, 22 and 23, and the

. North Half of the Horthwest Qnarter (N/2 B‘a/ﬁ
of Section 26, and the North Hal? (N/2
Seotion 27, and the North Half (K/B) and tho
Southweat Quarter (S#/4), snd the North Half
-of the Southeast Quarter.(N/3 SR/4) of

Seotion 28 al-in @po 178, Rs‘« 311 de’
" Gounty, Rew Moxico, ~-.

UNITIZED 3. That el oil, sss.'nwtux‘a;
_SUBSTANGES .

unit aresa 1n

uaa ana;:o e

e

| ﬁﬁm pertod,

leas than ths entire unit area subject to this sgroemamt.'sh’an'l‘ s
b9 made 0aly on epproval of the Seoretary of the Interior to

o

riven shenevaer, in tha fadgment of said Secreta.ry




accampliahmeat of tha purpoges of this agreement will not de
affected adverssly trareby,

Assignmnt- Qf sny right or rights as unit operator
shall 98 esudject to epproval by the 3eoretary of the Interior.

The costs and expai3ss of the de?alopmént, oqﬁipment
and opsration of the premis.es.for 0il anhd gas purp_os‘es shall
hé bome by the first and second parties, respesctively, .1n
proportion to t‘heirAreapeoti ve interests in the mrilol , ting
area, ' ' ' .
RIGHTS AND ' 8. That the exolusive right.and

OBLIGATIONS ~ -
OF OPERA‘.!_'OR : 8xoept as herdnafter

{the saocn&)“pa "1eu. naaaasary‘ '

upon jomt ux-

first eang, se 1

arising hare&nﬂ;aro Evidence of titla of .non;npe.:gfqifng; P
ta their rights shall be depoei ted with Operator amd, togsab
witr this caramment, shell constitute snd define Oparator's

il

rinsts  crivilazes ane odolizations in the vemiBes; provided

]
@
i




th at nothing hersin shall bs construed 40 transfer title to
any lands, cermita.,. or leaagsa, |

Operator sh'all psy and discharge all coats and sx-
penses incurred in the conduct ami management of the operation
and development of said pramises under this agreement from and
aftor effective date hereof, and shall charge the second par-

ties hereto with thelr reepectiire proportionate aharea thereof

on the bagis of the intereat of sach in the parttqipatmg area

account of aud: partiea raspeotive ahéirea;“o

axperses togather with the interest th&reon, b\xt this ranedy
snall oot ba exclwsive, and eald lien and ransd:; ghall be sub-

~-dirate to *n3 vrizhts of the Unit.d dtetes in respect of its




‘claima for royalties. Oparator, at ita alection, may rsguire

the partles hereto to advance thair reapsotive proportions of
devslopmant and opéi'ating cogtes. Adjustments ‘petween advanogs
required and asctuel coate and expenses shell be madse by the
Operator at the close of sach auoceeding‘oalendar moxith and
the accounts of the parties shsall be adjusted socordingly.
DRILLING ‘

AND 6. On the unitizeA area the following discoveriss

DISCOVERY
have been made:

Lynoh Well No. 1, looated shout. the:gemter
of the Northeaa1. Quarter of the Korthaaat Q,uarter of t!f

Dacamber 13 19 4 and was drllled to & total dep’m of 3788 feet '

and was oomp}etﬂd at thiat depth on or about Bebruary 21, 1935,
as 8 .vell capable of nroducnng approximately 24 barrela of oil

ser day, and sald well is now capadle of producing approximataly'

15% barrsle of 0il per day.




DEVELOPMEN T 7. Prior to arﬂling any additional wollg or

il thin gixty (60) daye after demend hy the

N

v

further devel opment of the unit srea, which plan when 0 . »

|
Jacratary of ’he Intsrior, Opsrator shell submit for the |

spproval of the Federal Oil and Gas Supervisor a plsn for the

T ——

approved shell mm the further drilling obligations of

——

ragarded as ressonably proved to be commercially;_ cémc

011 or zsa; &l11 lands in said schadule on anproval ‘by said

5acvstary to conatitnte a jerticipating area, effective as of




the date of approvel hereof, (3ee 3xhibits 4 and A-1). Seld
sohedulé sets forth tre ownership of oparating rights to all
lands incluted therein amd the parcentage interest of each

ovner in the t61:a1 participating area subjeot to this sgreement.
Snoh rercentage interent chall zovern the participation of the
.owner in costs 'zmd'pemﬁts of operstion fr-’oin and after the

I : The:. par‘bieipating,

defimitEon 0.1’/‘ 1
aﬁ'eotetL Yy mah i 1r
mutual ly acceptable ‘ne.nk pending final aotton. o

ALLOOATIOII OF 9, That ell unitized subatances producetl from

PRODUCTION :
the partlicipating area aubject to this axrae-

et excast any Jart tharecf aged for production and develon-




zent purposea hersunder, or unavoidadly lost, shall be
apportt oned among and 1loecatad on an soraags baaia to the
ggvaral tracts of land compr feang seid asres; and each such
tragt shall heve allocated to 1%t such percentags of said
production as 1ts area bears to sald participating area.
DEVELOPMENT OR 10. fThat any perty hereto owning or con-

OFERATION BY . ) . :
3200I0D PARTIES trolling a majority. ;j.ntere_st- of the

operating rights in any: tmat u;g@,miacl
in the @-p&rtio ipating area hav:lng thereau

wall at hia aole upenao and for hia sal
wes drd 1led by <Dperator sald party Bh

in the woll. : .
[ ~ ‘

‘Tells drilled a.t the sole axpenam ot ang pg

or produced at his sole expenss and for his aolerbeneﬁdn -ahal

"3 szbjact to the 4rillicg md producing requiremsnta of this




.

ngreement the same a3 thonsh drilled or 'proc_*.ucad by Opsrator;
and royalfiaa in gpount or velua of production from any such
wsll on land of the United States shall be paid as specifised
in the vermit or lease affected,; unless Qt_herwise authorized o

in wri ting by the 3eeretary of the Interior. : 3

RENTAL AND 11. That Operator, on dbehalf of the respective
ROZAIAY. _ ' : , i
PAYMERTS . permit tees and lesssees, shall--_pay all

. “ren tals and ‘royalties dus the Unit
on agcouit of lands sublest to thls agk

g

ths cost ﬁheroot tor t ke prties

remal and royal.ty obl igatiuna.;‘

ment P "du‘ci’

which the royalty rste on gas depands oﬁ the averzgs d

srodnction ner well, the rozulty rate for each such lesge in




sach participating arsa shall be determined by tha average
deily productiond ges car wall from the wells subject %o
'thia‘agraenpnt prodnecing from that participating ares.

Hental for lands of the United States mubject
to this agreement at the rates specified in the respective
Pederal 1seses thell be paid or suspended as determined by the /
Secretary oilk thse Interior, pursuant to applicable lew and
regulations, anything in thias sgreement to the contrary n&#—

withetanding.

CONSERVATION

: msns coaromn;aba L -
* 70 AGREEMENT /ts.. ‘ !Ehe parti o8 heretd he»zii.ng. seseg or pamita

..! ombraoing lands af thc United States subject:
to this agreeun nt an& the pareona an& compantes oonaenting
rerstn, oconsent that the Secratery of the Interior shall, and

saild 3ecretary by his approvel of this agreement dosea, estsbe

ifsh, altsr, change, Jr rsvoxe the drilling, orodzcing, snd




royaltf ;;'ec';uiremm ts of such leasea and permits and the
regal#%ibna- in respect thereof, to conform said requirements
to the provisions of this agreement.

The Seo;-etazf§~' of the Interior further
agress and oonsents that duting the effective life of this

agreement, the prospeoting, drilling, am producxlng operations

to

or befors Decamher 31, 1937, shall be and they a'eﬂ hereby




s

extenddd- to sald date sudject o compliance with the terms

of thia ‘egreement by and on bshalf of the permittee,

(3) hen any oil and gas pros.pecting’ permit: -

its date of expiration, wholly or in part wit
: bl i

any producing oil or gas fleld to.whick ‘thi

tain, wiich permit. has been include

‘and propez sppl _iag"c-iloh therefyr

" ghsl'1l be in gonformit;

aliotmente, and quotas made or fixed by eny duly- adthort




person or regulatory body under any Faderal or State astatute;
provided, that the.Secretary of the Interior ia vested with
authority, pursuant to the mendatory dots of March 4, 1951,
and of August 21, 1935 t0 alter or modify from tima to time
in his diseretion, the rate of proapecting and development and:

the quantity and rate of proamuon und er. thia sgreemant, such

authority 'hetng heraby limited to alteration or modificntion

on nomination of the second parties (Skevl'ly 011 0‘ompan3;_-_t-o
bYeoome a second party far this purpose if it showld cease to de




tha oﬁ:qtor), end the third on nomination of thas first two,
the ooat of such committes to ba & cost of operation and its
report (whi*oh_shai 1 be hihd.i.ng on the oomt_nittee- when conomrred
in by apy two of its members) to be submitted to said Secretary

and copiea thereof by him Ato Opsrator and other interested par-
ties; and Provided, further, that opportunity shall be given in

sald review for a1l first and second paxntie
iy W

tg: priesent: their  °

contenttons end supporting evidemce

caﬁ-on-;-to-- aai;.i gormittes or ) ea.iaé;

S

a1 f_ oreditle:
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2UECUTLION: .

Secs, 15 and 21, snd
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RXHIBIT 8

PROPORTIONATE OVERRIDING ROYALTY OWNERSHIP UNDER
PROPOSED PARTICIPATING AREA OF SKRLLY UNIT ARBA.

BEULAE V. LYNCH LBASE #3622,

J. 8. LBA PERMIT #029418, and

HIRAM M. DOW BEAMIT #029420
BDDY OCUNTY, NBW MEXICO

Benlah Y. Lynch 120/686 of Td% Roawell, New llmwé
J. 8, lea 160/585 of T8%  Roswell, New Mexfoo®
Hirem M. Dow 48/666 of &%  Roswell, New Mexjao =

* Marshall & Winston, Ims. 72/686 of T4% 4680 I. W, Hell

Bl dg
Los Angelea, Cal dg

- 8, S, Shermm  13/685 of TA% 1401 B, 12th Avenue
Denver, Oolorado
" Panl MoCune '  8/686 of T%. Port Worth, Texs
. (Burkhumett Bl dg.)
Oharl es M, Rath 2/685 of Th% 1884 Oock St.,

Denvor, Golorade:

+ 011 Royslfifes dorfp,ehtion 22/685 of 7§44 836 I. N, Ven N
b A S : Loa. Angelea, O0al

B. O. Higelna  ©  20/685 of Tk  ATtests, Hew Mexkos
. F. A dndesws . 78/686 of 7i% 235 8. Van Feadys
s I.oa Angexaﬂﬁ ;
Stoy . o
oA )7 TAZ




AMENDMENT TO UNIT AGREEMENT

STATE OF NEW MEXICO
COUNTY OF EDDY

WHEREAS, Skelly Oil Company, among others, entered into a Unit Agreement, being Contract
No. I-Sec. No. 276, (“Skelly Unit Agreement”) dated December 17, :1937, which was approved
by the Secretary of the Interior on February 24, 1938, for the development of the Skelly Unit;

WHEREAS, Texaco Exploration and Production Inc., now as Operator and sole working interest
owner under the Skelly Unit Agreement, desirés to amend said Unit Agreement in order to
enhance the development of certain deep rights thereunder;

NOW THEREFORE, Texaco Exploration and Production Inc. amends the Skelly Unit
Agreement, only insofar as it applies to unitized lands below the stratigraphic equivalent of the
base of the San Andres formation (found at the depth of 4918 feet subsurface as reflected by the
Electrical log on Texaco’s Skelly Unit No. 11 Well located 1980 feet FSL and 660 feet FEL,
Section 21 , Township 17 South, Range 31 East, NMPM), by replacing Paragraphs 8 and 9 of the
Skelly Unit Agreement with Paragraphs 8 and 9 below, in order to enhance development of said
deep rights:

8. PARTICIPATION AFTER DISCOVERY.

Upon completion of a well capable of producing unitized substances in paying
quantities, or as soon thereafter as required by the AQ, the Unit Operator shall
submit for approval by the AO, a schedule; based on subdivisions of the public-
land survey or aliquot parts thereof, of all land then regarded as reasonably proved
to be productive of unitized substances in paying quantities. These lands shall
constitute a participating area on approval of the AQ, effective as of the date of
completion of such well or the effective date of this unit agreement, whichever is
later. The acreages of both Federal and non-Federal lands shall be based upon
appropriate computations from the courses and distances shown on the last
approved public-land survey as of the effective date of each initial participating
area. The schedule shall also set forth the percentage of unitized substances to be
allocated, as provided in Section 9, to each committed tract in the participating
area so established, and shall govern the allocation of production commencing with
the effective date of the participating area. A different participating area shall be
established for each separate pool or deposit of unitized substances or for any
group thereof which is produced as a single pool or zone, and any two or more
participating areas so established may be combined into one, on approval of the
AO. When production from two or more participating areas is subsequently found
to be from a common pool or deposit, the participating areas shall be combined
into one, effective as of such appropriate date as may be approved or prescribed by
the AO. The participating area or areas so established shall be revised from time
to time, subject to the approval of the AQ, to include additional lands then
regarded as reasonably proved to be productive of unitized substances in paying
quantities or which are necessary for unit operations, or to exclude fands then
regarded as reasonably proved not be to productive of unitized substances in
paying quantities, and the schedule of allocation percentages shall be revised
accordingly. The effective date of any revision shall be the first of the month in
which the knowledge or information is obtained on which such revision is
predicted; provided, however, that a more appropriate effective date may be used
if justified by Unit Operator and approved by the AO. No land shall be excluded
from a participating area on account of depletion of its unitized substances, except
that any participating area established under the provisions of this unit agreement

EXHIBIT c
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Page 2

Amendment to (Skelly) Unit Agreement

shall terminate automatically whenever all completions in the fonnatnon on which
the participating area is based are abandoned.

It is the intent of this section that a participating area shall represent the area
known or reasonable proved to be productive of unitized substances in paying
quantities or which are necessary for unit operations, but, regardless of any
revision of the participating area, nothing herein contained shall be construed as
requiring any retroactive adjustment for production obtained prior to the effective
date of the revision of the participating area. -

In the absence of agreement at any time between the Unit Operator and the AO as
to the proper definition or redefinition of a participating area, or until a
participating area has or areas have, been established, the portion of all payments
affected thereby shall, except royalty due the United States, be impounded in a
manner mutually acceptable to the owners of committed working interests.
Royalties due the United States shall be determined by the AOQ and the amount
thereof shall be deposited, as directéd by the AO, until a participating area is finally
approved and then adjusted in accordance with a determination of the sum due as
Federal royalty on the basis of such approved participating area.

Whenever it is determined, subject to the approval of the AQ, that a well drilled
under this agreement is not capable of production of unitized substances in paying
quantities and inclusion in a participating area of the land on which it is situated is
unwarranted, production from such well shall, for the purposes of settlement
among all parties other than working interest owners, be allocated to the land on
which the well is located, unless such land is already within the participating area
established for the pool or deposit from which such production is obtained.
Settlement for working interest benefits from such a nonpaying unit well shall be
made as provided in the unit operating agreement.

9. ALLOCATION OF PRODUCTION.

All unitized substances produced from each participating area established under
this agreement, except any part thereof used in conformity with good operating
practices within the unitized area for drilling, operating, and other production -or
development purposes, for. repressuring or recycling in accordance with a plan of
development and operations which has been approved by the AO, or unavoidably
lost, shall be deemed to be produced equally on an acreage basis from the several
tracts of unitized land of the participating area established for such production.
For the purpose of determining any benefits accruing under this agreement, each
such tract of unitized land shall have allocated to it such percentage of said
production as the number of acres of such tract included in said participating area
bears to the total acres of unitized land in said participating area, except that
allocation of production hereunder for purposes other than for settlement of the
royalty, overriding royalty, or payment out of production obligations of the
respective working interest owners, shall be on the basis prescribed in the unit
operating agreement whether in conformity with the basis of allocation herein set
forth or otherwise. It is hereby agreed that production of unitized substances from.
a participating area shall be allocated as provided herein regardiess of whether any
wells are drilled on any particular part or tract of the participating area. If any gas
produced from one participating area is used for repressuring or recycling
purposes in another participating area, the first gas withdrawn from the latter
participating area for sale during the life of this agreement, shall be considered to -
be the gas so transferred, until an amount equal to that transferred shall be so
produced for sale and such gas shall be allocated to the participating area from
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Amendment to (Skelly) Unit Agreement

which initially produced as such area was defined at the time that such transferred
gas was finally produced and sold.

The Skelly Unit Agreement shall remain in full force and effect as to all of its provisions with
respect to rights above the base of the San Andres formation (as described above) and, except as
amended hereby, shall remain in force and effect as to rights below the base of the San Andres
formation (as described above).

This amendment in no way changes the contractual relationship between Texaco Exploration and
Production Inc. and any of the overriding royalty owners under any of the oil and gas leases which
are subject to the Skelly Unit.

Texaco Exploration and Production Inc. submits this Amendment to the Authorized Officer of the
Secretary of the Interior for approval, effective for all purposes the 1st day of November, 1994,

TEXACO EXPLORATION AND PRODUCTION INC.

By: M e

CE. L. Johnson, Jr.
Title: Attorney-in-Fact

Date: November 8, 1994

APPROVE
b %4
oy 2L

AUTHORIZED OFHCER, MINERALS

BUREAU OF LAND MANAGEMENT




