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XOTICE OF PUBLICATION

State of New Mexico,

0il Conservation Commission ‘
The Staite of Wew Mexico, by its
0il! Conservajjon Commission,
pursuant to the law, hereby gives
notice of the following public hear-

peginning at 10:00 o’clock a.m:.:
on that day, in ihe City of Santa Fei
New Mexico,

ing to be held on October 28, 1948, |

STATE OF NEW MEXICO, 10}
ALL MAIN PARTIES IN THE(

AFFIDAVIT OF FUBLICA
STATE OF NEW mnchON

TO THE PUBLIC; "
" (asel63, in the Matker of the.

cstablishing 640 - acre snacing in
‘he Blanco field in San Juan County,
New Mexico; esta,ﬁlishin_g the
tocation of the initial well on each |
640 acres: fixing regulations as to

FOLLOWING CASES AND NOTICRY

Petition of Stanolmd Oil and Gas’
Co. for the adoption of regulations |

er

the setting of pipe; gnd for\bac’k—-

COUNTY OF SAN JUAN

¢
4

George B. Bowra, be

declares and says'tha%ngedggytizorn'
§21§or'of The Aztec Independent-

A glgw, a weekly newspaper published
tn aving general circulation in
Jhe City of Aztec, County of San
tgan, and State-of New iexico; that
s e publication; a copy of which is
se?§t° attached, was published in
121 raper in the regular and entire
1 ige ?f every number of the paper
uring the period and time of publi-
§§g¢on,'and that the notice was pub-
ished in the newspaper proper and

one igsues, th? first publication being on

bainprecsure tests of the various stratas
Case 165, in the Matter of Appli-

, 1948
October

’ gnd the last publication

| eation of Jenkinsand McQueen for

Order granting permission to drrillr’

wnorthodox location designated as
Well No_ 1 on thg Cassidy Lease
Sworr described  as JFwy-+ NE1-4
SE1-4 of (2970 feet south of the
o® Sa north line and 990 feet west of the
east line) Sec. 19, Twp. 29N,
Range 11 W. N. M. P. M., /in the

Kutz Canyon-Fulcher Bagip - Field

of San Juan County, New Mexico.

Given under the seal of the Oil

.Conservation Commission of New

Mexico at Sahta Fe, New Mexico,

My Cor . oct. 13. 1948.

State of New Mexico

0il Conservation Commission

by R. R._ Spurrier, Secretary

(SEAL) i

Published in Azfec Independent—

Review Oct. 15, 1948.

O

’

few Mexico this 15 day of Cctober

Publication fee $4.70

»fore me, a Notary Public, in and for the County

, 1948

4

o c

S}k, 31, 1951.




COMM HSSION

UNITED STATES L. CONSERVATION wexico.
DEPARTMENT OF THE INTERIOR 5“5 mul\:‘
GEOLOGICAL SURVEY n
SEP 201948
P. 0. Box 997 ‘ Y
Roswell, New Maxico {)\Xu\.—ﬂﬂu A =

Ssptamber 17. 1948

Mr. R. R, Spurrier
New Mexico 0il Conservation Camission
P. 0. Box 871
Senta Fe, New Mexioo
Subjectr: Spacing of Gas “iells, Blanco
Field, San Juan County,
New Mexlies

Dear Mr, Spurrier:

an Friday, Ooctober 1, at 10:00 a m , in the offices of the New Mexica
£il Canser-ation Commission at Senta Fe, New Mexioo, I will meet with
cperatory ind lessees of Federal lends in the general ares of the Blance
£i6ld, faz Juan County, New Mexico, to discuss the subject of establishing
a uniform plan of specing of wells on such lands for the duvelopment of gas

it i3 essential in the development of gas production from the Mesaverde
and underlring formations that a well specing pattern be established that
will tend to secure the greatest ultimate recovery of gass, prevent waste
and protecl the correlative rights of all parties conserned. Considerstion
should be given to a wide spacing pattern initially so that the extent of
the reservoirs may be more readily determined. At the same time provision
could be made for a olosar spacing pattern as may be needed after essential
reservoir ¢{ata 1g obtained-.

Severetl operators have informally reviewed with ms ths possibility of
formulating a unit plan of development and operation of ths gas reserves of
the deeper formations in the Blanco ersa- The metter will be further dis-
cussed at this meeting,

It is hoped that you or your company will have & representative st the
meeting who may speak with authority as to company attitude both as to well
spacing and unitisation, '

Although this meeting primarily involves the subjeocts as they effect
Federal lenses, invitation to attand end %o partiocipate is extended 4o all
operators and lessees interested and to State officials..

Very truly yours,

Foater Horrellp
Supervisor, 011 and Gas Qperations
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1ract Description Hoe of am..,.;ﬁﬁ land vner and tacord ‘wmer Overriding Loyalty =orking luateresi ‘Wne:
0. Acres 0. Fercentage of O Lease (wner & Fercentage Luder uption & roement,
oyalty or Unerating Agreemcnt or
Applicalion Assignment & erceatage
Of Interest
i3  The west 65.55 acres of the NE/4, 120.15 Sinon Velasquez, Stanolind
ME/4 SE/4 except the west 10C fi. et ux
thereof and except 2 acres in the
U corner of WR/4 ¢¥/4; and east
20 acres of the Ni/4 SR/4 Sec. 13
64 3.4 acres out of the /2 W/4 s8/4 .1 Manuel 4, Martines, unleased
ard the west 100 ft. of the NE/4 et al
5%/4 Tec. 13
€5 2 acres in the 3 corner of the 2 Tonita Martines Unleased
NE/R F%/4 Sece 13
66 The cast 18.85 acres of the NI/4 15.85 den Case Stanolind
Sece 13
67 st 61.15 acres of the 1/2 \@ 75,00 dward Ue Long Unileased
and east 14.45 acres of the /2
NE/4 Sees 13
8  Township 30 North, Rance 7 iest 40 He o “almon and Unleased

? acres ol Lhe North 40 acres

of Tract No 40, being in “ections

& and 7

North 20 acres of the “outh 40 acres of Tract
40, being in Seotion 7

Ce 7o Culpeprer
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STANOLIND OIL AND GAS COMPANY

Tulsa, Oklahoma

\ /bﬂ\/u . /J Filel ies oY

¥ 3 ; PR g &?'?&5
rrepesed Yalt
dspthssat Blapce . rde

an Jean & Lle arriva Countles
Lgw saxlee

supervisor of il and Uss Uperstivos (3,
United tates veglopieal Jurvey
wagwal ., Hew Lexieo

comdsaloner of Fukile Lands
Lbube Land LI{iee
.ame fe, Hew .exlec

Jirector, Hew vaxieo (il Censervat.cn Lempisslons
~ante Fe, len caxioo

oy ha Rt

sy ur letber of July 6, 1Y veneernlig Loe projosed obl anc gas w.il
in e bortisast Clanee ares, -an Juks da ade arries ounties, ew Lexite, ai; i~
estion was wmde Lo

i) segignntlon of a8 area logleally awbject to witdzaticn.

Le) spprovas of bee arialls, oboigation of & 1eab weis Lo b8 dri jed L& &
deplh of 550UY in ordsr W tesl all sorisons down Lo ahd Incisding the vesa~ierue
LTorwaticn.

L3 amproval 88 b form of o attecaed Undt .greesest.

It has been oslivd Lo owr alleniion Wy ry Foslwr hoersid, uparviser
of 141 wral Gwa Uperaticas, United .tlaies Ueologloal furver, Lu a lebter dsteq July
1%, 1749, that the form of Wit sgrevsenl as subsdtlod under our lettsr of wuly o
is wesentinlly ldentical %0 the one submlubed by the dulek 11 Company for Lhe
Husrfane ares, Jan Juan Geunty, ies exdoo. r. surrell also pelimbe oub Lrat the
Huariane Jail Jpresaent wae pogentt v wudiilad is the sasidnglen oifice of lhe
e ebieire and Sugzests LAl the Rortiihc.et Hlases Unid sgresssnt be nade L6 ocidorn
to the Huerfens Unllk Agrecaest aod resubnlitiel for furtier cooaideratisn., - to
our & plieation for (1) smi (2) avove =@ ars sdvhesd Lhat Liwse smiters hive Leen

LOPY  iecisLe




-2- ~ugust 3, 1945

referred to "ashingten for actlon,

In aceordance with i, Horrell's suggsstion, the utiached copy of Unit
sgresment for the Northesst Blanco irea nas been smodified to conform with the re~
visad form of Huerfane Unit igresment., The only section in the attuched agreesent
which sontains different languaye 15 wection & entitled "Driliing to viscevery’,
In view of your resent sonslderziion of the form of huerfanc igresmsnt, we presuse
that processing of the atteached agreszent for approval as to form will be facili-
tated, sccordingly, your early respones in this connestion will be apprecisted.

Tours very truly,

Attachrent

ILLEGIBLE




UNIT AGREEMENT FOR Thr DEVELOPLrNT AND
OPERATION OF THo NunTHeAST BLANCO UNIT AREA,
CCUNTILS OF SAN JUAN AND RIO ARRIBA
STATE Or' Neki MEXTICO

1-Sec. No.

THIS AGRLLEMENT, entered into as of the day of , 19 3

by and between the parties subscribing, ratifying, or consenting hereto, and
herein referred to as the “parties hereto';

WITNESSETH:

WwHEhEAS, the parties hereto are the owners of working, royalty, or other
oil or gas interests in the unit area subject to this agreement; and

WHEHEAS, the term "working interest owner" as used herein and in other
contracts between and among the parties relating to the subject lands shall mean
and refer only to such an interest committed hereto as may be obligated to bear or
share, either in cash or out of production (other than by permitting the use of
unitized substances for development,production, repressuring or recycling purposes),
a portion or all of the costs or expenses 6f development, equipping or operating any
land within the Unit Area subject to this agreement. If the working interest in any
tract is or shall hereafter be owned by more than one party, the term “working in-
terest owner", when used with respect to such tract, shall refer to all such parties
owning the working interest therein; and

VWHEHEAS, the act of February 25, 1920, L1 Stat. 437, 30 U.S.C. Sec. 181,
et. seq., as amended by the act of August 8, 19L6, 60 Stat. 950, authorizes Federal
lessees and their representatives to unite with each other, or jointly or separately
with others, in collectively adopting and operating under 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 thereof
whenever determined and certified by the Secretary of the Interior to be necessary
or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New iexico is
authorized by an Act of the Legislature (Chap. 88, Laws 1943) to consent to or
approve this agreement on behalf of the State of New Mexico, insofar as it covers
and includes lands and mimeral interests of the State of New ltexico; and

WHeREAS, the 0il Conservation Commission of the State of New liexico is
authorized by an Act of the Legislature (Chap. 72, Laws 1935) to approve this agree-

ment and the conservation provisions hereof;



- WHEREAS, the parties hereto hold sufficient interests in the Northeast

Blanco Unit Area to give reasonably effective control of operations therein; and

VHEREAS, 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 sct forth;

NCW, THERERORE, in consideration of the premises and the promises herein
contained, the parties hereto commit to this agrecment their respective interests
in the unit area and agree severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS: The act of February 25, 1920, as

amended, supra, and all valid pertinent regulations, including operating and unidi
plan regulations, heretofore issued thereunder or valid pertinent and reasonable
regulations hercafter issued thereunder are accepted and made a part of this agree-
ment, and as to non-Federal land applicable State laws are accepted and made part
of this agreement.

2. UNIT AREA: The following described land is hereby designated and
recognized as constituting the unit area:

NEW MEXiCO PRINCIPAL MmRIDIAN

Township 31 North, Range 6 liest

Sec, 6 - All Sec. 18 - All Sec. 20 - All
Sec. 7 - All Sece. 19 - All Sec, 30 - All

Township 31 North, Range T liest

Sec. 1 - All Sec. 19 - All Sece 28 - All
Sec. 9 = s%— Sec. 20 - All Sec. 29 - All
Sec.10 - S3 Sec. 21 - All Sece 30 = all
Sece.ll - All Sec. 22 - A1l Sec. 31 - All
Sec.12 - All Sece. 23 - A1L Sec. 32 - All
Sec.l3 - All Sec. 2 - 411 Sec. 33 - All
Sec.ll - A1l Sec. 25 - All Sece 34 - A1l
Sec.l5 - All Sec. 26 = All Sec. 35 - All
Sec.16 - All Sec. 27 - All Sec. 36 - A1l

Township 31 North, Range 8 West

Sec.25 - All
Sec.36 - All
Township 30 North, Range 7 Viest

Sec. 2 - All Sec., 7 - All Sec, 17 ~ All
Sec. 3 - All Sec. 8 - A1l Sece 18 ~ All
Sec. L - All Sec. § - All Sec. 19 - All
Sec. 5 - All Sec.10 - All Sec. 20 - 411
Sec. 6 - A1l Sec.16 - A1l Seces 21 - All

Sec., 22 - u—%—w%
Qan ?Q - N=
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Township 30 North, Range 8 West

Sec, 1 - A1l Sec. 13 - All
Sec. 12 -Al11 Sec, 24 - A1l

Total Unit Area embraces 33,000 acres, more or less,

Exhibit "A" attached hereto is a map showning the unit area and the known
ownership of all land and leases in said area. Exhibit "B" attached hereto is a
schedule showing the percentage and kind of ownership of oil and gas interests in
all land in the unit area. Exhibits "A"™ and "B" shall be revised by the Unit Oper-
ator whenever changes in the unit area or other changes render such revision
necessary, but no such revision shall be retroactive. Not less than six copies of
the revised exhibits shall be filed with the Oil and Gas Supervisor; hereinafter
referred to as "Supervisor", and two copies with the Commissioner of Public Lands
of the State of New Mexico, hereinafter referred to as "Commissioner",

The above-described unit area shall when practicable be expanded to include
therein any additional tracts regarded as reasonably necessary or advisable for the
purposes of this agreement, or shall be contracted to exclude lands not within any
participating area whenever such expansion or contraction is necessary or advisable
to conform with the purposes of this agreement. Such expansion or contraction shall
be in the following manner: (a) Unit Operator, on its own motion or on demand of
the Director of the Geological Survey, hereinafter referred to as "Directcr', or on
demand of the Commissioner, shall prepare a notice of proposed expansion or contrac-
tion describing the contemplated changes in the boundaries of the unit area, the
reasons therefor, and the proposed effective date thereof;

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

(c) Upon expiration of the 30-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor and Commissioner evidence
of mailing of the notice of expansion or contraction and a copy of any objections
thereto which have been filed with the Unit Operator.

(d) After due consideration of all pertinent information, the Director
and Commissioner shall approve in whole or in part or reject the proposed expansion
or contraction., To the extent that it may be approved, such expansion or contraction
shall become effective as of the date prescribed in the notice thereof.

All land committed to this agreement shall constitute land referred to
herein as "unitized land" or "land subject to this agreement",

3. UNITIZED SUBSTANCES: All oil, gas, natural gasoline, and associated

fluid hydrocarbons in any and all formations of the unitized land are unitized

-3 -



under the terms of this agreement and herein are called "unitized substances",

4. UNIT OPERATOR: Stanolind Oil and Gas Company is hereby designated as

Unit Operator and by signature hereto commits to this agreement all interests in uni-
tized substances vested in it as set forth in Exhibit "B", and agrees and consents to
accept the duties and obligations of Unit Operator for the discovery, 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 owner of interests in unitized substances.

The Unit Operator may resign as Unit Operator whenever not in default under
this agreement, but no Unit Operator shall be relieved from the duties and obligations
of Unit Operator for a period of six months after it has served notice of intention
to resign on all owners of working interests subject hereto and the Director and Com-
missioner unless a new Unit Operator shall have been selected and approved and shall
have assumed the duties and obligations of Unit Operator prior to the expiration of
said six-month period. Unless a successor operator is to be selected and approved,
and is to assume the duties and obligations of operator prior to the effective date
of the retiring operator's relinquishment of duties, the retiring operator must place
all wells drilled hereunder in a satisfactory condition for suspension or abandonment
as may be required by the Supervisor and the Commissioner under applicable Federal
and State oil and gas operating regulations. Upon default or failure in the perform-
ance of its duties or obligations under this agreement, the Unit Operator may be re-
moved by a majority vote of owners of working interests determined in like manner as
herein provided for the selection of a successor Unit Operator. Prior to the effec-
tive date of relinquishment by, or within six months after removal of Unit Operator,
the duly qualified successor Unit Operator shall have an option to purchase on reason-
able terms all or any part of the equipment, material, and appurtenances in or upon
the land subject to this agreement, owned by the retiring Unit Operator and used in
its capacity as such Operator, or if no qualified successor operator has been desig-
nated, the working interest owners may purchase such equipment, material, and appurte-
nances, At any time within the next ensuing three months any equipment, material,
and appurtenances not purchased and not necessary for the preservation of wells may
be removed by the retiring Unit Operator, but if not removed shall become the joint
property of the owners of unitized working interests in the participating area or, if
no participating area has been established, in the entire unit area. Thé termination
of the rights as Unit Operator under this agreement shall not terminate the right,
title, or interest of such Unit Operator in its separate capacity as owner of interests
in unitized substances.,

5. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator shall relinquish

the right as Unit Operator or shall be removed, the owners of the unitized working

interests in the participating area on an acreage basis, or in the unit area on an

-l -



acreage basis until a participating area shall have been established, shall select

a new Unit Operator. A majority vote of the working interests qualified to vote
shall be required to select a new Unit Operator; provided, that if a majority but
less than 75 per cent of the working interests qualified to vote are owned by one
party to this agreement, a concurring vote of at least one additional working inter-
est owner shall be required to select a new Unit Operator, Such selection shall not
become effective until (a) a Unit Operator so selected shall accept in writing the
duties and responsibilities of Unit Operator, and (b) the selection shall have been
approved by the Director and Commissioner, If no successor Unit Operator is selec-
ted and qualified as herein provided, the Director and Commissioner at their election
may declare this unit agreement terminated.

6., UNIT ACCOUNTING AGREEMENT: If the Unit Operator is not the sole owner

of working interests, all costs and expenses incurred in conducting unit operations
hereunder and the working interest benefits accruing hereunder shall be apportioned
among the owners of unitized working interests in gccordance with a unit accounting
agreement by and between the Unit Operator and the other owners of such interests,
whether one or more, separately or collectively. Any agreement or agreements
entered into between the working interest owners and the Unit Operator as provided
in this section, whether one or more, are herein referred to as the "Unit Accounting
Agreement", No such agreement shall be deemed either to modify any of the terms and
conditions of this unit agreement or to relieve the Unit Operator of any right or
obligation established under this unit agreement, and in case of any inconsistency
or conflict between this unit agreement and the unit accounting agreement, this unit
agreement shall prevail. Three true copies of any unit accounting agreement exe-
cuted pursuant to this section shall be filed with the Supervisor.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise speci-

fically provided herein, the exclusive right, privilege, and duty of exercising any
and all rights of the parties hereto which are necessary or convenient for prospec-
ting for, producing, and storing the unitized substances are hereby delegated to end
shall be exercised by the Unit Operator as herein provided. Each working interes?®
owner shall take in kind, or market individually or through an agent, its respec-
tive portion of the unitized substances and acting individually or through an agent
shall pay all royalty, overriding royalty or other payments to which the portion of
such working interest owner is subject, The right is hereby secured to the United
States and the State of New Mexico under existing or future laws and regulations to
elect to take its respective royalty shares in kind or value. 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 obli-

gations of Unit Operator. Nothing herein, however, shall be construed to transfer
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title to any land or to any lease or operating agreement, it being understood that
under this agrecment the Unit Operator, in its capacity as Unitroperator, shall
exercise the rights of possession and use vested in the partics hereto only for the
purposes herein specified.

The Unit Operator shall pay all costs and expenses of operation with
respect to the unitized land; and no charge therefor shall be made against the
royalty ownerss If and when the Unit Operator is not the sole owner of all working
interests, such costs shall be charged to the account of the owners of werking
interests, and the Unit Operator shall be reimbursed therefor by such owners and
shall account to the working interest owncrs for their respective shares of the
production derived from eperations hereunder, all in the manner and to the extent
provided in the unit accounting agreement. If the Unit Operator is the sole workin=
~ interest owner, he shall bear all such costs and expenses. The unit Operator shall
render each month to the owners of unitized intercsts entitled thereto an accounting
of the operations on unitized land during the prewvious calendar month, and shall pay
in value or deliver in kind to each party entitled thereto a proportionate and allo-
cated share of the benefits accruing hereunder in conformity with operatinyg agree-~
ments, leases, or other independent contracts between the Unit Operator and the
parties hereto either collectively or individually.

The development and operation of land subject to this agreement under the
terms hereof shall be deemed full performance by the Unit Upcrator of all obligations
for such development and operation with rcspect to each and every part or separately
owned tract of land subject to this agreement, regardless of whether there is any
development of any particular part or tract of the unit area, notwithstanding any-
thing to the contrary in any lcase,..operating agrecment, or other contract by and
betwecen the parties hereto or any of them.

8. TEST WELLS. It is agreed that the first well drilled under this agree-
ment shall be a Mesa Verde test well, drilling of which shall be commenced within
one year after the effective date hecreof at a location approved by the Supervisor
if such location is upon lands of the United States, and if upon State lands or
patented ‘lands such location shall be approved by the 0il Conservation Commission
of the State of New Mexico, hereinafter referred to as '"Commission". Therecafter
drilling of said lkiesa Verde test well shall be continued with diligence to a
depth of 5500 feet, unless at a lesser depth unitized substances shall be
encountered which can be produced in paying quantities or unless at a lesser depth
the Mesa Verde formation has been adequately tested, or unless said formation

is reasonably proved to be absent from the stratigraphic sequence, or unless the
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Unit Operator shall at any time establish to the satisfaction of the Supervisor as
to wells on Federal lands, or the Commission as to wells on State lands or patented
lands, that further drilling of said wcll would not be warranted. If the first or
any subsequent test well fails to result in the discovery of a deposit of unitized
substances capable of being producing in paying quantities, this agreement shall
terminate unless the Unit Operator shall continue drilling diligently one well at a
time, allowing not more than six months between the completion of one well and

the beginning of the next well, until a well capable of producing unitized sub-
stances in paying quantities is completed to tho satisfaction of said Supervisor

if on Federal land or the Commissioner if on State land or patented land, or

until it is reasonably proved that the unitized land is incapable of producing
unitized substances in paying quantities, or unless the time for the commencement
of any such additional well is extended by the Director and Commissioner. The
Director and Commissioher may modify the drilling requirements of this section by
granting reasonable extensions of time when, in their opinion, such action is
warranted. Upon failure to comply with the drilling provisions of this section,
the Director and Commissioner may, after reasonable notice to the Unit OUperator

and each working interust owner, lessee and lessor at their last known addresscs,
declare this Unit Agreement terminated. The drilling of the said Mesa Verde test
well to the depth and in the manner hereinabove specified by the Unit Uperator shall
satisfy the requirements set forth hereinabove for the drilling of such well
notwithstanding that such well may ha&e been commenced prior to the effective

date of this agreement.

9. PLLN OF FURTHER DEVELOPWENT AND OPRRATION: Giithin six months after

completion of a well capable of producing unitized substances in paying quantities,
the Unit Operator shall submit for the approval of the Supervisor, the Commissioncr,
and the Commission an acceptable plan of development and cperation for the unitized
land which, when approved by the Supervisor, the Commissioner, and the Commission,
shall constitute the further drilling and operating obligations of the Unit
Operator under this agreement for the period specified therein. Thercafter, from
time to time before the expiration of any existing plan, the Unit Gperator shall
submit for the approval of the Supervisor, the Commissioner, and the Commission, a
plan for an additional specified period for the development and operation of the
unitized land. Any plan submitted pursuant to this section shall provide for
exploration of the unitized area and for the determination of the commercially
productive areca thereof in each and every productive formation and shall be as

complete and adequate as the Sugrvisor, the Commissioner, and the Commission may
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determine to be necessary for timely development and proper conservation of the

0il and gas resources of the unitized area and shall (a) specify the number and
locations of any wells to be drilled and the proposed order and time for such
drilling; and (b) to the extent practicable specify the operating practices re-
garded as necessary and advisable for proper conservation of natural resources.
Separate plans may be submitted for separate productive zones, subject to the
approval of the Supervisor, the Commissioner, and the Commission. Said plan or
plans shall be modified or supplemented when necessary to meet changed conditions
or to protect the interests of all parties to this agreement., Reasonable diligence
shall be exercised in complying with the obligations of the approved plan of de-
velopment. The Supervisor and Commissioner are authorized to grant a reasonable
extension of the six-month period herein prescribed for submission of an initial
plan of development where such action is justified because of unusual conditions or
circumstances. After completion hereunder of a well, capable of producing oil and
gas in paying quantities no further wells except such as may be necessary to afford
protection against operations not under this agreement or such as may be specifi-
cally approved by the Supervisor and the Commissioner shall be drilled except in
accordance with a plan of development approved as herein provided.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a well pursuant

to the provisions of Section 8 hereof capable of producing unitized substances

in paying quantities or as soon thereafter as required by the Supervisor or the
Commissioner, the Unit Operator shall submit for approval by the Director, the
Commissioner, and the Commission a schedule, based on subdivisions of the public-
land survey or aliquot parts thereof, of all unitized land then regarded as
reasonably proved to be productive of unitized substances in paying quantities;
all land in said schedule on approval of the Director, the Commissioner, and the
Commission to constitute a participating area, effective as of the date of first
production. Said schedule also shall set forth the percentage of unitized sub-
stances to he allocated as herein provided to each unitized tract in the partici-
pating area so established, and shall govern the allocation of production from
and after the date the participating area becomes effective. A separate
particivating area shall be established in like manner for each separate pool or
deposit of unitized substances or for any group thereof produced as a single

pool or zone. The participating area or areas so established shall be revised
from time to time, subject to like approval, whenever such action appears proper
as a result of further drilling operations or otherwise, to include additional
land then regarded as reasonably proved to be productive in paying quantities,

and the percentage of allocation shall also be revised accordingly. The effective
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date of any revision shall be the first of the month following thc date of first
authentic knowledge or information on which such revision is predicated, unless a
more appropriate effective date is specified in the schedule. No land shall be
excluded from a participating area on account of deplction of the unitized sub-
stances.

It is the intent of this section that a participating area shall represent
the arca known or reasonably estimated to be productive in paying quantitics; but,
regardless of any refision of the participating area, nothing herein contained shall
be construed as requiring any retroactive apportionment of any sums accrued or paid
for production obtained prior to the effective date of revision of the participating
area,

In the absence of Agrcement at any time betweun the Unit Uperator and the
Dircctor, the Commissicner, and the Commission as to thc proper definition or
redefinition of a participating areca, or until a participating area has, or arcas
have, becn established as provided herein, the portion of all payments affected
thereby may be impounded in a manncr mutually acceptable to the owners of werking
intcrests, except royalties due the United States and the State of New lexico which
shall be determined by the Supervisor and the Commissioner and the amount thereof
deposited with the district land office of the Burcau of Land Management and the
Commissioner of Public Lands respectively to be held as unearncd money until the
participating arca is finally approved and then applicd as carned or returned in
accordance with a determination of the sum due as Federal and State royalty on the
basis of such approved participating area.

VWhenever it is determined, subject to the approval of the Supervisor as
to wells on Fedcral land, the Commissioner as to wells on State land, and the
Commission as to patented land, that a well drilled under this agreecment is not
capable of production in paying quantitics and inclusion of the land on which it is
situated in a participating area is unwarranted, production from such well shall be
allocated to the land on which the well is located so long as that well is not
within a participating area cstablished for the pool or deposit from which such
production is obtained.

1l. ALLOCATION OF PRODUCTION: 4ll unitized substances produced from each

participating area established under this agreement, oxcept any part thereof used
for production or development purposes hereunder, 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 cstablished for such production and, for

the purpose of determining any benefits that accrue on an acreage basis, each such



tract shall have allocated to it such percentage of said production as its area
bears to the said participating area. It is hereby agreed that production of
unitized substances from a participating area shall be allocated as provided herein
regardless of whether any wells are drilled on any particular part or tract of said
participating area,

12, DEVELOPMENT OR OPERATION ON NON-PARTICIPATING LAND: Any party or

parties hereto, other than the Unit Operator, owning or controlling a majority of
the working interests in any unitized land not included in a participating area

and having thereon a regular well location in accordance with a well-spaecing pattern
established under an approved plan of development and operation may drill a well at
such location at his or their own expense, unless within 90 days of receipt of
notice from said party or parties of intention to drill the well the Unit Operator
elects and commences to drill such well in like manner as other wells are drilled
by the Unit Operator under this agreement.

If such well, by whomsoever drilled, results in production such that the
land upon which it is situated may properly be included in a participating area,
such participating area shall be established or enlarged as provided in this agree-
ment and the well shall thereafter be operated by the Unit Operator pursuant to the
terms of this agreement as other wells within participating areas, and there shall
be a financial adjustment between the parties who financed the well and the working
interest owners in the participating area concefning their respective drilling and
other investment cost, all as provided in the unit accounting agreement,

If any well, by whomsoever drilled, as provided in this section, obtains
production insufficient to justify inclusion of the land on which said well is
situated in a participating area, such well may be operated and produced by the
party drilling the well., If the drilling of such well was financed by parties
other than the working interest owners on the well tract, details of financial
arrangements and operations as between such parties shall be provided for in the
unit accounting agreement.

Wells drilled or produced at the sole expense and for the sole benefit
of an owner of working interest other than the Unit Operator shall be operated and
produced pursuant to the conservation requirements of this agreement. Royalties
in amount or value of production from any such well shall be paid as specified in
the underlying lease and agreement affected,

13, ROYALTIES AND RENTALS: Royalty on each unitized tract shall be paid

aor delivered bv the narties oblicgated therefor as provided bv existine leases .



contracts, laws, and regulations at the lease or contract rate upon the unitized
substances allocated to the tract. Nothing herein contained shall operate to
relieve the lessees of Federal or State lands from their obligations under the
terms of their respective leases to pay rentals and royalties.

Royalty due the United States shall be computed as provided in the
operating regulations and paid in value or delivered in kind as to all unitized
substances on the basis of the amounts thereof allocated to unitized Federal land
as provided herein at the rates specified in the respective Federal leases or at
such lower rate or rates as may be authorized by law or regulations; provided that
for leases on which the royalty rate depends on the daily average production per
well, said average production shall be determined in accordance with the operating
regulations as though each participating area were a single consolidated lease.

Unitized substances produced from any participating area and used therein
in conformance with good operating practice for drilling, operating, camp, or other
production or development purposes or under an approved plan of operation for re-
pressuring or cycling said participating area, or for development outside of such
participating area if for the purposes of drilling exploratory wells or for camps
or other purposes benefiting the unit as a whole, shall be free from any royalty
or other charge except as to any products extracted from unitized substances so
used, If Unit Operator introduces gas for which royalties have been paid into any
participating area hereunder from sources other than such participating area for
use in repressuring, stimulation of production, or increasing ultimate production
in conformity with a plan first approved by the Supervisor, a like amount of gas
may be sold without payment of royalty as to dry gas but not as to the products
extracted therefrom; provided, that gas so introduced shall bear a proportionate
and equitable share of plant fuel consumption and shrinkage in the total volume
of gas processed from such participating area; and provided further, that such
withdrawal shall be at such time as may be provided in the plan of operation or
as may otherwisebeconsented toby the Supervisor as conforming to good petroleum
engineering practicej provided, however, that said right of withdrawal royalty
free shall terminate upon termination of the unit agrecement.

Each working interest owner and lessee presently responsible for the
payment of rentals, or his successor in interest, shall be responsible for and
shall pay all rentals of whatsoever kind on his respective lease. Rental or mini-
mum royalty for land of the United States subject to this agreement shall be paid

at the rate specified in the respective Federal leases or such rental or minimum



royalty may beAwaived, suspended, or reduced to the extent authorized by law and
applicable regulations. BRentals on State of New Mexico lﬁnds subject to this agree-
ment shall be paid at the rates specified in the respective leases, or may be
reduced and suspended upon the order of the Commissioner of Public Lands of the
State of New Mexico pursuant to applicable laws and regulations,

1L4. CONSERVATION: Operations hereunder and production of unitized sub-

stances shall be conducted to provide for the most economical and efficient re-
covery of said substances, to the end that the maximum efficient yield may be
obtained without waste, as defined by or pursuant to State or Federal law or regu-
lation; and production of unitized substances shall be limited to such production
as can be put to beneficial use with adequate realization of fuel and other values.

15, DRAINAGE: The Unit Operator shall take appropriate and adeguate
measures to prevent drainage of unitized substances from unitized land by wells on
land not subject to this agreement, or pursuant to applicable regulations pay a
fair and reasonable compensatory royalty as determined by the Supervisor for
Federal land or as approved by the Commissioner as to State land. Unit Operator
shall be reimbursed for the cost thereof by the working interest owners in the
manner provided in the unit accounting agreement,

16. LEASES AND CONTRACTS CONFORMED TO AGREEMENT: The varties hereto

holding interests in leases embracing unitized land of the United States or of the
State of New Mexico consenﬁ that the Secretary of the Interior, hereinafter re-
ferred to as "Secretary", and the Commissioner, respectively, may, and said
Secretary and Commissioner by their approval of this agreement do, establish, alter,
change, or revoke the drilling, producing, rental, minimum royalty, and royalty
requirements of such leases and the regulations in respect thereto, to conform said
requirements to the provisions of this agreement, but otherwise the terms and con-
ditions of said leases shall remain in full force and effect.

Said parties further consent and agree, and the Secretary, or his duly
authorized representative and Commissioner by their respective approvals hereof
determine, that during the effective life of this agreement, drilling and producing
operations performed by the Unit Operator upon any unitized land will be accepted
and deemed to be operations under and for the benefit of all unitized leases em-
bracing land of the United States and of the State of New Mexico; that no such
lease shall be deemed to expire by reason of failure to produce wells situated on
land therein embraced; and that all leases or other contracts concerning such 1and;

excent as otherwise provided herein. shall be modified to conform to the provisions



of this agreement and shall be continued in force and effect beyond their respective
terms during the life of this agreement. Any Federal lease for a term of 20 years
or any renewal thereof or any part of such lease which is made subject to this
agreement shall continue in force until the termination hereof. Any other Federal
lease committed hereto shall continue in force as to the committed land so long as
the lease remains committed hereto, provided a valuable deposit of unitized sub-
stances is discovered prior to the expiration date of the primary term of such
lease. Authorized suspension of all operations and production on the unitiged

land shall be deemed to constitute authorized suspension with respect to each
unitized lease.

The parties hereto holding interests in privately owned land within the
unit area consent and agree, to the extent of their respective interests, that each
such lease may be continued in effect beyond the primary term of such lease and
during the term of this agreement, provided however that until some portion of the
land in a privately owned lease is included in a barticipating area said lease nay
be kept in force only by the payment of the delay rentals in the time, manner and
amount provided by said lease. Except as in this section otherwise provided, all
leases or other contracts concerning such land shall be modified to conform to the
provisions of this agreement and shall be continued in force and effect during the
life of this agreement; that drilling and producing operations conducted on any
tract of land committed to this agreement will be accepted and deemed to be per-
formed on and for the benefit of cach and every tract of such privately owned land
committed hereto; that no lease affecting said privately owned land shall be deemed
to expire by reason of failure to drill or to produce wells situated on such lands;
and that authorized suspension of all operations and production on unitized land
shall be deemed to constitute authorized suspension with respect to all unitized
leases affecting pr?vately owned lands,

17. COVENANTS RUN WITH LAND: The covenants herein shall be construed

to be covenants running with the land with respect to the interests of the partics
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 hereby is conditioned upon the assumption of all privileges and obligations
hereunder by the grantee, transferee, or other successor in interest, and as to
State land shall be subject to approval by the Commissioner. No assignment or
transfer of any working, royalty, or othcr interest shall be binding on the Unit

Operator until the first day of the next calendar month after the Unit Operator is



furnished with the original or photostatic or certified copy of the instrument or
transfer.

18. EFFECTIVE DATE AND TERM: This agreement shall become effective upon

approval by the Secretary and the Commissioner and shall have a term of 5 years
commencing as of said effective date, unless (a) the date of expiration is extended
by the Director and the Commissioner, or (b) it is reasonably determined prior to
the expiration of the fixed term or any extension thereof that the unitized land
is incapable of production of unitized substances in paying quantities and after
notice of intention to terminate the agreement on such ground is given by the Unit
Operator to all parties in interest at their last known addresses, the agreement
is terminated with the approval of the Director and the Commissioner, or (c) a
valuable discovery of unitized substances has been made on unitized land during
said initial term or any extension thereof, in which case the agreement shall re-
main in effect so long as unitized substances can be produced from the unitized
land in paying quantities; or (d) it is terminated as provided in Section 5 or
Section 8 hereof. This agreement may be terminated at any time by not less than
75 percentum, on an acreage basis, of the owners of working interest signatory
hereto with the approval of the Director and the Commissioner.,

19. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION: All production

and the disposal thereof shall be in conformity with allocations, allotments, and
guotas made or fixed by any duly authorized person or regulatory body under any
Federal or State statute, The Director is hereby vested with authority to alter
or modify from time to time, in his discretion, the rate of prospecting and de-
velopment and within the limits made or fixed by the Commission to alter or modify
the quantity and rate of production under this agreement, such authority being
hereby limited to alteration or modification in the public interest, the purpose
thereof and the public interest to be served thereby to be stated in the order of
alteration or modification; provided further that no such alteration or modification
shall be effective as to any land of the State of New Mexico as to the rate of
prospecting and development in the absence of the specific written approval thereof
by the Commissioner and as to any lands of the State of New Mexico or privately-
owned lands subject to this agreement as to the quantity and rate of production in
the absence of specific written approval thereof by the Commission.

20, CONFLICT OF SUPERVISION: Neither the Unit Operator nor the working

interest owners nor any of them shall be subject to any forfeiture, termination,

or expiration of any rights hereunder or under any leases or contracts subject
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hereto, or to any penalty or liability for delay or failure in whole or in part to
comply therewith to the extent that the said Unit Operator, working interest owners
or any of them are hindered, delayed, or prevented from complying therewith by
reason of failure of the Unit Operator to obtain with the exercise of due diligence
the concurrence of the representative of the United States and the representatives
of the State of New Mexico in and about any matters or thing concerning which it is
required herein that such concurrence be obtained, The parties hereto, including
the Commission, agree that all powers and authority vested in the Commission in and
by any provisions of this contract are vested in the Commission and shall be exer-
cised by it pursuant to the provisions of the laws of the State of New Mexico and
subject to any case to appeal or judicial review as may now or hereafter be pro-

vided by the laws of the State of New Mexico.

21, UNAVCIDABLE DELAY: All obligations under this agreement requiring
the Unit Operator to commencé or continue drilling or to operate on or produce
unitized substances from any of the lands covered by this agreement shall be sus-
pended 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, lock-outs, acts of God, Federal, State, or municipal laws or
agencies, unavoidable accidents, uncontrollable delays in transportation, inability
to obtain necessary materials in open market, or other matters beyond the reasonable
control of the Unit Operator whether similar to matters herein enumeratcd or not.

22, TAXES: The working interest owners shall render and pay for their
account and the account of the royalty owners all valid taxes on or measured by
the unitiged substances in and under or that may be produced, gathered and sold
from the land subject to this contract after the effective date of this agrecment,
or upon the proceeds or net proceeds derived therefrom. The working interest
owners on each tract shall and may charge the proper proportion of sald taxes to
the royalty ownefs having interests in said tract, and may currently retain and
deduct sufficient of thé¢ unitized substances or derivative products, or net pro-
ceeds thereof from the allocated share of each royalty owner to secure reimburse-
ment for the taxes so paid. No such taxes shall be charged to the United States
or the State of New Mexico or to any lessor who has a contract with his lessee
which requires the lessee to pay such taxes.

23. COUNTERPARTS AND SUBSEGUENT JOINDER: This agreement may be executed

in any number of counterparts with the same force and effect as if all parties had

signed the same document, or this agreement may be ratified with like force and



effect by a separate instrument in writing specifically referring hereto, and shall
be binding upon all those parties who execute such a counterpart, ratification or
consent hereto with the same force and effect as if all such parties had signed
the same document and regardless of whether or not it is executed by all other
parties owning or claiming an interest in the lands affected hereby. Any owner

of oil or gas interests in lands located within the unit area not subject hereto,
may, with the consent of the Director, hereafter become a party hereto by sub-
scribing to this agreement or ratifying or approving the same and, if such party
is also a working interest owner, such party may be admitted and become a party to
this agreement and his acreage become subject hereto by establishing his title to
the operating rights to such land to the satisfaction of Unit Operator and by
reaching an equitable agreement with the Unit Operator and the majority of the
then working interest owners on the lands then subject to this agreement with re-
spect to classification and participating interest of such new acreage and the
sharing of the development and operating costs hereunder and by subscribing to this
agreement or ratifying or approving the same and subscribing to or ratifying the
unit accounting agreement and securing the execution of such consents as shall be
necessary to make this agreement effective as to all parties owning any interest

in said lands or in the production therefrom, it being understood that all rights
of new parties or new acreage which may become subject hereto shall attach only
from the date of their admission hereto and shall in no manner be retroactive,

Any separate counterpart, consent, or ratification duly executed after approval
hereof by the Secretary and the Commission shall be effective on the first day of
the month next following the filing thereof with the Supervisor and the Commission-
er, unless objection thereto is made by the Director or the Commissioner and notice
of such objection is served upon the appropriate parties within 60 days after such
filing.

24, FAIR EMPLOYMENT: The Unit Operator shall not discriminate against

any employee or applicant for employment because of race, creed, color, or national
origin, and an identical provision shall be incorporated in all subcontracts,

25. LOSS OF TITLE: In the event title to any tract of unitized land or

substantial interest therein shall fail and the true owner cannot be induced to
join this unit agreement, so that such tract is not committed to this unit agree-
ment, there shall be such readjustment of participation as may be required on
account of such failure of title. In the event of a dispute as to title or as to

any interest in unitized land, the Unit Operator may withhold payment or delivery



on account thereof without liability for interest until the dispute is finally
settled; provided, that, as to Federal and State land or leases, no payments of
funds due the United States or the State of New Mexico shall be withheld, but such
funds shall be deposited with the district land office of the Bureau of Land Manage-
ment and the Commissioner of Public Lands of the State of New Mexico, respcctively,
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.

26. NO PARTNERSHIP: It is expressly agreed that the relation of the

parties hereto is that of independent contractors and nothing in this agreement
contained, expressed or implied, nor any operations conducted hereunder, shall
create or be deemed to have created a partnership or association between the
parties hereto or any of them,

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

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

UNIT OPERATOR AND WORKING INTEREST OWNER
STANOLIND OIL AND GAS COMPANY

ATTEST: DATE:
By,
Assistant Secretary Vice-President
Address:
WORKING INTEREST OWNERS
ATTEST: DATE:
By,
Assistant Secretary Vice-President
Address:
ATTEST: DATE:
By
Secrctary President
Address:
ATTEST: DATE:
. : By,
Secretary 7 President
Address:
ATTEST: DATE:
By.
Secretary - President
Address:
ATTEST: DATE:
By »
Secretary President
Address:
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CERTIFICATION -~ DETERMINATION

Pursuant to the authority vested in the Secretary of the Interior,
under the act approved February 25, 1920, L1 Stat. L37, 30 U.S.C. Secs. 161,
et seq., as amended by the act of Lugust 8, 1946, 60 Stat. 950, and delegated
to the Director of the Geological Survey pursuant to Departmental Order No. 2365
of October 8, 1947, L3 C.F.R. sec. 4.611, 12 F.R., 6784, I do hereby:

he hpprove the attached Unit igrecment for the Development and Upera-
tions of the Northeast Blanco Unit Area, Counties of San Juan and kKio Arriba,
State of New ifexico.

B, Certify and determine that the unit plan of development and opera-
tion contemplated in the attached Agreement is necessary and advisable in the
public interest and is for the purpose of more properly conserving the natural
resourccs.

C.  Certify and determine that the drilling, producing, rental, mini-
mum royalty, and royalty requirements of all Federal leascs committed to said
sgreement are hereby established, altered, chan_ed or revoked to conform with

the terms and conditions of this Agreement.

Dated:

Director, United States Geological Survey



CERTIFICATE OF APFROVAL

STATE OF NEw MEXICO

The undersigned, Commissioner of Public Lands of the State of New
Mexico, having this day examined an agreement for the cooperative or unit opera-
tion and development of a prospective oil or gas field or arca, which agrecment
is entitled "Unit igreement for the Development and Operation of the Northeast
Blanco Unit Area, Counties of San Juan and Rio arriba, New Mexico", entered into
between Stanolind 0il and Gas Company, Unit Operator, and likewise subscribed by
numerous uorking Interest Owners and Royalty Owners, to which agrcement this
certificate is attached; and

WHEREAS, upon examination thereof, the Commissioner finds:

a., That such agreement will tend to promote the conservation of oil and
gas and the better utilization of rescrvoir cnergy in said field;

b. That under the operations proposed, the State will receive its fair
share of the recoverabie oil or gas in place under its lands in the arca
affected;

¢. That the agreement is in other respects for the best intervst of
the state;

d. That the agreement provides for the unit operation of the field, for the
allocation of production, and the sharing of proceeds from a part of the arca
covered by the agreement on an acreage basis as specified in the agreement.

NOW, THEREFORE, by virtue of thc authority conferred upon me by Chapter
88 of the Laws of the State of New ldexico, 1943, approved ipril 1k, 1943, I, the
undersigned, Commissioncr of Public Lands of the State of New uexico, for the pur-
pose of more properly conserving the oil and gas resources of the State, do hereby
consent to and approve the said agreement, as to the lands of the State of New
Mexico included in said Unit sigreement, and subject to all the provisions of the

aforesaid Chapter 88 of the Laws of the State of New iexico, 1943.

Executed this day of s AJD. 1949,

Commissioner of Public Lands of
the State of New Mexico
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OIL CONSERVATION COMMISSIC..
SANTA FE, NEW MEXICO

13 October 1948
The Astec Indepsndent Review
Aztec, New Maxico

RE: Cases 163 & 165 - Notice
of Publicaticn

Centlemen:

Please publish the enclosed notice once, immediately. FPlease
proof-read the notice carefully and send a copy of the paper
carrying such notige.

JPON COMPLETION OF THE PUSLICATICN, PLRASE SEND PUBLISHER'S
AFFIDAVIT Iﬂ DUPLICATE.

For paymsnt p‘hne submit statement in dnplica'u, accompanied
by voucher exeguted in duplicate. The necesssry hlapks are
anclosed.

Very truly yours,

RRSibsp

cot Al Greer




Delhi 01l Corp. Exhibit 2

Case 163

BEFORE THZ OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE PETITION OF
STANOLIND OIL AND GAS COMPANY FOR
THE ADOPTION OF REGULATIONS ESTAB~
LISHING 640-ACRE SPACING IN THE
BLANCO FIELD IN SAN JUAN COURNTY,

NEW MEXICO:

CASE NO, 163

ESTABLISHING OF THE LOCATION OF THE
INITIAL WELL ON FACH 640 ACRES;
FIXING REGULATIONS AS TO THE SETTING
OF PIPE; AND FOR BACK PRESSURE TEZSTS
OF THE VARIOUS STRATA.

AFFIDAVIT

In connection with the above styled and numbered case which is

now pending before this Honorable Commission, we the undersigned, rep-

resenting a majority in interest of the working interests in oil and

gas leases

covering what is now known as the Blanco Gas Field in San

Juan County, New Mexico, and which is before this Honorable Commission

for consideration in the subject case, do hereby respectfully request

that this Commission adopt regulations governing the development of

what is kno
1.

2o

3.

o

wn as Mesaverde Gas Pay in the said field, as follows:

That a 320 acre spacing program be adopted until

such time as reservoir characteristics are deter- P #,4?¢ggﬁ$/
mined, the initial well to be located at the center ¢

of the NE} and SW§ of eack section, such location A5l 22

to be subject to a 330 foot tolerancg the Commis~-

to & ek
sionts discretion in instances where“necessary to %‘f
“~

reduce drilling costs because of rugged terrain,

That surface pipe be set through at least 50 feet
of the first hard rock formation, circulated to the
top with cement, and installed in such a manner as
to insure adequate protection against blow outs and
cratering,

That the production string be set on top of the
Cliff House pay, with a minimum of 100 sacks of
cement, and thal tests be made under the existing
regulations of the Cormission,

That all wells drilled through the Point Lookout
pay be required to take separate back pressure
tests of (a) the Cliff House pay, (b) the Point
Lookout pay, and (c¢) both pays commingled, with
a minimum of three points to each lack pressure
test, That wells in the C1liff House pay be re-
quired to take back pressure test, obtaining a
minimum of three points, and that all tests be
taken either in the process of completion, or
by means of packer separation between the Point
Lookout and Clif{ House pays after completion,
and that all tests be certified and filed with

~this Commission,
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5. That annual back pressure tests be required, to
be taken in June, July or August, for each com-—
pleted well,

We believe that the foregoing rules will promote the conservation
of gas ond other hydrocarbon substances in the field, and will result
in a greater ultimate recovery from the field, and will be fair to

all interested parties, including the royalty owners,

M, J. Florence

Wood River Oil & Refininc*% V% 6! : ﬁ :
Company m”“ﬂ_"w

7\
Delhi 0il Corporation &MM‘% ‘(: g{_@d PAa iﬂuﬁ

3
—
3
&

STATT OF NEW MEXICO )
(

COUNTY OF SANTA FE )

Subseribed and sworn to before me, by each of th2 above rigned

persons, this 29th day of October,1942, A.D.

v N oA .“
\ && *\L \-\ s ‘;\.’J QST
- Notary Pub;ir‘

My Comaission Expires July 9, 19/9



UNITED STATES
. DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURWEY

P. 0O, Box 997
Roswall, KHew Moxioe
Bepranber 17, 16LB

Morrell's Exhibit A

Case 163
Subjectr Spacing of Gas vells, Blanco .
Field, San Jusn County,
New Mexice
G slcnen,

O Pri.day, Ooctober 1, ut 10100 a m . in the offices of the New Mexico
031 Conser-ration Commission et Senta Fe, New Mexioo, I will meet with
cparators «nd lessees ef Pederal lends in the general ares of the Blance
i8ld, San Jusn County, New Mexico, to discuss the subjeot of esatablishing
s upiforn olan of spacing of walls on such lands for the development of as

It is essential in the devslopment of gas production from the Mesaverde
and underl sing formations that a wsll spacing pattern be sstablished that
will tend 7o secure the greateat ultimate recovery of gas, prevent waate
and protect the correlative rights of all parties soncerned. Considerstion
ahould be ziven to a wide spacing pattern initially so thet the extent of
the reservoirs may be more readily determined. At the saxe time provision
z2ould be made for a ocloser spsoing pnt‘aarn as nay be needod after esssntisl
Teservoir lata 1s obtained.

Sevoral operators have informally reviewed with me the possidility of
formulatirz a unit plan of development and operetion of the gas reserves of
the deeper formations in the Hanco srsa. The matter will be further Adis~
cussed at this meeting.

It is hoped that you or your 6o&§xpany will have a representetive at the
mesting who may speak with mtharity as to company attitude both as to well
speoing aid unitisation,

Although this meeting primsrily inwvoives the subjecta as they effect
Federal lsases, invitation to attend snd %o participate is extended to all
operstors sand lessees interested and toc State officlals.

- Very truly yours,
it <

Foster Morrell, -
Supervisor, 011 end Gas (perations

%ﬂ%y Z7 A L
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e |
REFERENCE YOUR PROPOSED ISSUANCE OF ORDER NOw 799 CASE NOW
463, BLANCO FIELD, SAN JUAN COUNTY, NEW MEXICO. STANOLIND :
*STILL BELIEVES IT WOULD BE DESIRABLE TO INITIALLY SET UP 640
4 ACRE SPACING PRORATION UNITS, HOWEVER, WE WILL NOT ACTIVELY
OPPOSE FURTHER YOUR ORDER OF 320 ACRE SPACING PRORATION UNITS.

+4 WE RESPECTFULLY RECOMMEND THAT THE FIRST SENTENCE OF SECTION

-1 {C)SHOULD READ “SUCH WELL SHALL BE LOCATED 330 FEET FROM
THE CENTER OF EITHER THE NORTHEAST OR SOUTHWEST QUARTER OF

 THE GOVERNMENTAL SECTION IN WHICH IT 1S LOCATED SUBJECT TO

" VARIATION OF 200 FEET FOR TOPOGRAPHIC CONDITIONS. FURTHER

— TOLERANCE SHALL BE ALLOWED BY THE COMMISSION ONLY IN CASES

OF EXTREMELY ROUGH TERRAIN WHERE COMPLIANCE WOULD NECESSARILY

INCREASE DRILLING COSTS." IN SECTION 3 A ADD THE WORDS UOF
520 ACRES" TO THE LAST SENTENCE. THE FIRST FIVE SENTENCES OF

" SECTION 4 A BEGINNING WITH "THE SURFACE PIPE"™ AND ENDING WITH
"TO STAND THIRTY MINUTES" BE REVISED TO READ(*THE SURFACE PIPE

"“SHALL BE SET THROUGH THE SHALLOW POTABLE WATER BEARING BEDS TO
A MINIMUM DEPTH OF 250 FEET AND A SUFFICIENT AMOUNT OF CEMENT
SHALL BE USED TO CIRCULATE THE CEMENT BEHIND THE PIPE TO THE

. BOTTOM OF THE CELLAR. THIS SURFACE CASING SHALL STAND CEMENTED

" FOR AT LEAST 24 HOURS BEFORE DRILLING PLUG OR INITIATING
TESTS. THE SURFACE CASlNG SHALL BE"‘END 1=ERNINGITBSEBVICE




= —
«‘ lm

JOSEPH L. EGAN
PRESIDENT

STANDARD TIME at point of origin. Time of receipt is STANDARD TIME at point of destination

1T FWBO6 T
" FW.HX0B6-083 LONG SHEET 2 DL PD=HX FTWORTH TEX 24 201P=

wR R SPURRIER“ s
NEW MEX1CO OIL CONSERVATION comm CAPlTOL BLDDG SANTAFE
. NMEX= ‘
TUTESTED AFTER DRILLING PLUG BY BAILING THE HOLE DRY. THE HOLE
SHALL REMAIN DRY FOR ONE HOUR TO CONSTITUTE SATISFACTORY
" PROOF OF A WATER SHUT-OFF+ IN LIEU OF THE FOREGOING TEST THE
-~ CEMENT JOB SHALL BE TESTED BY BUILDING UP PRESSURE OF 1,000
PS1,CLOSING THE VALVES, AND ALLOWING TO STAND THIRTY MINUZEEE]

" SECTION 9—A, CORING SHOULD NOT BE REQUIRED IN THE RULES,

‘Ei-!ﬁ

BUT SHOULD BE LEFT UP TO THE DISCRETION OF EACH OPERATOR.
TESTIMONY NDICATED THAT EACH OPERATOR HAD THE INTENTION OF /
™ PERFORMING THIS CORINGs HOWEVER, WE DO NOT FEEL THAT IT WOULD

~ BE WISE TO SET UP A PRECEDENT OF REQUIRING CORES, ESPECIALLY

- IN THIS FIELD AND AT THIS TIME. SECTION 9-E, WE BELIEVE IT .-
| _wouLb BE MORE BESIRABLE FOR THE OPERATORS TO MEET VOLUNTARILYM

-

SEMI-ANNUALLY RATHER THAN TO REGU(RE THESE MEETINGS. IT 1S

" OUR THOUGHT THAT FROM THESE VOLUNTARY MEETINGS ADEQUATE
INFORMATION DISSEMINATION CAN BE ACHIEVED AND POSSIBLY LEAD
EVENTUALLY T0 AN ORGANIZATION OF THE SAN JUAN BASIN OPERATORS

“SIMILAR TO THAT IN LEA COUNTY. IN VIEW OF THE RECENT
COMPLET 10N OF THE BELHI RIDDLE NO. 1 AND TO CORRECT THE
%3 OMISSION OF SECTION 33 IN THE FINAL CLOSING "ORDER™ PARAGRAPHV

ADD!TIONS OF SECTIONS 16, 22, 27, 33 AND 34 OF T-BO-

[
THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING ITS SERVICE




SYMBOLS
DL=DayLeter -
NL =Night Leteer
LC=Deferred Cable

NLT=Cable Night Letrer

JOSEPH L. EGAN -
et SRl -
ANDARD TIME at pomt o! origm. Tune of réceipt is STANDARD TIME at point of destination

;;;;R-9-W.‘TH:'FOREGGING RECOMMENDATIONS ARE RESPECTFULLY

 SUBMITTED FOR YOUR EARNEST CONSIDERATION IN THE FINAL
ﬂ%?PREPARATION OF ORDER NO. 799= e
"""" "C F BEDFORD STANOLIND OIL AND GAS CO=

1220 [ 1

1,000 PSI 9-A 9=E 1 33 16 22 27 33 34 T-30-N R-9W=

.THE COMPANY WILL .APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING ITS SERVICE
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STANCGL: &7 L3 Axg 3AS COMPANY

dJanusyy 11, 1949
Flle: LF-7003-175
Tt otatus of Unitl.ation,

nlanco Field, an Juun County,
hew Hexico

Hre Foster porrell

uear lire horrell:

Your letier of Decsmber <7, 1948, made injulry us 1o the status of
unitisation proceedings for the ulanco .reu, Jan Juan County, Hew hexico. in
this connection, you furnished s copy of your letter of Jecauver 24 to ir, :rane
~e sechult ., Lelhi ULl Corporation,

Tou will recull that the subject of unitization wus Lriefly toucned
upon at the wmeeting of interested parties wiich you called on ctober 1, 1943,
at vanta fe. ot tnis meeting, you sug.ested Lhat tie Operators consider the
possibilities of unitization and that & reasonable plan would be likely to reccive
Uedelree concurrence. ho discussion took plice «s to who should tuike the lewd in
a wnitization program and we recogni:ce, of course, tnat this is sometiing to e
worked out Lelween the Uperators themselves. You will rec:ll that stanoling is
not the largest owner of interests in ihis iield, However, olher units in which
e are & party have proved so satisi.ctory in general that e believe the. o are
sufficient advantages to wll parties of interest, both workin, interest owners
ard royalty owners, in Joining in unitliz.tion of this field tual we are willing
to commence unitization efforts comuensurate with our interests in this [ield,

& uccording ly have pivern some thought to the plan of uniti..tion .uich
would be most suitable to all concerned., Ihe particulur features & plyin, to
this field which will have to be worked cul involve the matter of participation
in the four existing wells which are nom~uniform in spacing and the fuct trat it
will be difficult te estabiish & parvicipating area of lunds determined ,roauctive
on the basis of geologzieal informution, In an effort Lo work out theusc uusiec
points with other concerned parties, it is our thought Lhat perhaps the first step
should be to agree upon a set of prineipies of undti:ation. e conte«plate nuving
a4 set of proposed principles re«dy for exuamination at an early dste .nd will plan
to distribute coples of these principles to oilher Uperators about mid-danuary,
e will invite the other Operators to comment upon these principles ~ad we iope
that uvhe responses received will irndicate sufificlient interest to warrunt iLucediate
concerted effort toward early formatlion of s fieldwide unit,




Hr. Poster Korrell -2 - January 11, 1949

In view of the resent injuiry of sir. schults, ve are furnishing him &
curbon copy of this letter. & copy is likewlse being forwarded to iire . ite Spurrier
of the New Hexlco ULl Conservation Uomaission,

Tours very iruly,
STAHOLING OLL CHD Gas Compagll

IR R
e RS

Co Fo BLUFURD
Jbd/np

cCes  Hre Ua s Garuthers

Are. irank ie Schults
Jelhl Al Corperstion
1315 Paciflc avenue
vallas 1, Texas

Hre e e Spurrier
Hew lexlco 011 Comservation Commission
sanba Pe, New Hexico
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STANOLIND OIL AND GAS COMPANY [

TULSA, OKLAHOMA /]
s / /é\ J,(] /V

January 20, 1949

File: CBC-A1.278 Yy

Re: Unitization of Blanco Field
San Juan County, New Mexico

TO ALL OPERATCRS
IN THE BLANCO FIELD, SAN JUAN COUNTY, NEW MEXICO

Gentlemen:

Those in attendance at a meeting of parties interested in the Blanco
Field, held in Santa Fe on October 1, 1948, will recall that the prospects of
fieldwide unitization came up for brief discussion. Mr. Foster Morrell, Super-
visor of 0il and Gas Operations, pointed out to the group that a reasonable plan of
unitization could expect to be favorably received by the U.S.G.S. No particular
plans toward unitization were developed at that time and no discussion took place
as to who should take the lead in a unitization program. You will recall that
Stanolind is not the largest owner of interests in this field. However, other
units in which we are a party have proved so satisfactory in general that we be-
lieve there are sufficient advantages to all parties of interest, both working in-
terest owners and royalty owners, in joining in unitization of this field that we
are willing to commence unitization efforts commensurate with our interests in this
field.

We accordingly have given some thought to the plan of unitization which
would be most suitable to all concerned. The particular features applying to unit-
ization of this field which will have to be worked out involve the matter of par-
ticipation in the four existing wells which are non-uniform in spacing and the
manner in which wells drilled in the future will be handled. In an effort to work
out these basic points with other concerned parties, it is our thought that perhsps
the first step would be to develop a set of principles of unitization.

We have accordingly prepared a set of possible principles of which a
copy is attached for your examination. Since these principles will provide the
basis for preparing the Unit Agreement and Accounting (or Operating) Agreement, we
would appreciate receiving your remarks and suggestions. We particularly would ap-
preciate reply from each of you as to whether or not you are interested in working
with the other Operators toward a fieldwide unit. Should sufficient interest be
indicated, it is likely that it will be in order to hold another meeting of Opera-
tors for the purpose of developing a program leading toward early formation of a
fieldwide unit. Your early response will be appreciated.

Yours very truly,

USBE rocthons
C. B. Caruthers
Attachment Unitization Superintendent




MAILING LIST

Letter dated January 20, 1949 to all Operators
in the Blanco Field, San Juan County, New Mexico

Mr. M, J. Florance
Florance Drilling Company
Aztec, New Mexico

Mr. Caswell Silver
Florance Drilling Company
Aztec, New Mexico

Mr. ¥red C. Koch

Wood River 0Oil and Refining Co., Inc.
335 West Lewis Street

Wichita, Kansas

Mr. H. B. Alspaugh

Wood River 0il and Refining Co., Inc.
335 West Lewis Street

Wichita, Kansas

Mr. L. C. Morgan

Wood River 0il and Refining Co., Inc.
335 West Lewis Street

Wichita, Kansas

Mr. Frank A. Schultz
Delhi 0il Corporation
1315 Pacific Avenue
Dallas 1, Texas

Mr. J. R. Cole
Southern Union Gas Company
Burt Building
Dallas, Texas

Mr. Van Thompson

Southern Union Gas Company
Burt Building

Dallas, Texas

Byrd-Frost, Inc.
1110 Tower Petroleum Building
Dallas 1, Texas

Mr. H, P, Slegel
Byrd-Frost, Inc.
Durango, Colorado

Mr. P, B. English
Farmington, New Mexico

Mr. Scott R. Brown
Western Natural Gas Company
Midland, Texas

Mr. Thomas B. Scott, Jr.
Brookhaven 0il Company
Albuquergue, New Mexico
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III.

Iv,

V.

VIi.

VII.

7 POSSIBLE PRINCIPLES OF UNITIZATION
BLANGO FIELD; SAN JUAN COUNTY, NEW MEXICO

Unit Area - To be defined on &;map and by a schedule of all lands
within the Unit Area, The Unit Area is intended to include all
lands deemed to be in the Blanco Field.

Unitized Substances ~ All oil, gas and associated hydrocarbons in
any and all formations in the Unit Area.

Working Interest Owner - A party who owns a right to search for and
produce unitized substances within the Unit Area.

Royalty Owner - Any owner who, subject to the right of a Working
Interest Owner to search for and produce Unitized Substances, owns
mineral rights, royalties, overriding royalties, reversionary in-
terests or ether rights in and to the Unitized Substances produced
from the Unit Area,

Unit QOperator - Party designated to develop and operate the Unit
frea for the production of Unitized Substances. As to operations
in a Participating Area, the Unit Operator shall be subject to the
control and policies established by the Working Interest Owners
through the Operating Committee for that Participating Area.

Operators' Committee -~ The Operating Committee for a Participating
Area shall be composed of a representative designated by each of
the Owners of Working Interests in that Participating Area. Each
such representative shall have a voting power in proportion to the
participating interest of his principal. An affirmative vote of
not less than 75% shall be required for approval of any matter com-
ing before the Committee for a vote. Powers and duties of the
Operating Committee shall be as followss

1., Provide for proper auditing of accounts of Unit Operator.

2. Provide for the enlargement of the Unit Area.

3. Instruct Unit Operator as to the payment of taxes.

4. Determine and approve percentage participation and
adjustment of investment cost in accordance with the
provisions of the agreement.

5. Appoint and grant authority to such sub~committees as
are desired.

6. To have the powers and duties reasonably necessary to
control operations which come under the terms of the
agreement so as to carry out the purposes and provisions
of the agreement.

7. Approve:

a. Location, drilling, completion program and equip-
ping of wells,

- b, Well workovers, recompletions, abandonments, or

the change of status of any wells.,

c. Single expenditures other than normal operating
expenses in excess of $5,000.00.

d., Location of tank batteries or other jointly owned
facilities,

e. Sale of major items of surplus equipment and
material,

f. Major changes in operating methods.

Basis of Participation in Production and Costs - Each separately

owned tract or portion of tract within a participating area shall
have allocated to it such percentage of production from that par-
ticipating area as its surface acreage area bears to .the surface

acreage of the Participating Area in which said tract is located.
Costs and expenses applying to a Participating Area shall be ap-

portioned in the same manner,

January, 1949



VIII.

XI.

Enlargement of Unit Area - Subject to concurrence of Operating Com-
mittees, the Unit Area may be enlarged upon approval of the Commis-
sioner of Public Lands of the State of New Mexico and the Director
of the U.S.G.S.

Participating Area - The land in the Participating Areas shall con-
sist of the acreage proved by successfully completed wells and the
establishment of such Participating Areas and the enlargement thereof
shall be in the manner hereinafter set forth and shall be subject to
the approval of the Director of the U.S5.G.S.

Initial Mesa Verde Participating Areas - The following four existing
wells are deemed as having proved up lands in the Mesa Verde Forma-

tion: Florance-Wood River Pierce #l1, Florance-Wood River Jane Mans~
field #1, Florance-Wood River Bill Mansfield #2, and Stanolind Elliott
B#l. The four above wells are deemed to occasion the two following
initial Mesa Verde Participating Areas:

1. A Participating Area of 640 acres around Stanolind Elliott
B#1, consisting of SE/4 Section 10, SW/4 Section 11, NW/4
Section 14, NE/L Section 16, Township 29 North, Range 9 West.

2. As to the three Florance-Wood River wells, one overall con-
tiguous Participating Area of 2240 acres more or less is
established for these three wells consisting of the W/2
Section 17, E/2 Section 18, E/2 Section 19, W/2 and SE/4
Section 20, SW/4 Section 21, NW/4 Section 28, N/2 Section
29, and NE/4 Section 30, Township 30 North, Range 9 West.

Enlargement of Mesa Verde Participating Areas - A Mesa Verde Parti-
cipating Area may be enlarged to include additional lands on the
basis of completion of outside wells which are capable of production
from the Mesa Verde formation in paying quantities (the term "paying
quantity" as used here is defined as the quantity sufficient to pay
the cost of drilling and equipping and the estimated cost of operat-
ing the well). In order to cause an enlargement of an established
Mesa Verde Participating Area, the outside well must be successfully
completed in a quarter section subdivision of the public land survey
of which the center of such guarter section is not beyond 3?60' (3/4
of a mile) of the nearest point of the boundary of the nearest estab-
lished Mesa Verde Participating Area. To determine what lands shall
be added to the Participating Area by a successfully completed outside
well in the Mesa Verde Formation, two straight lines shall be drawn
from the center of the quarter section subdivision, in which the out-
side well is located, to the most distant points of contact with the
boundary of the nearest established Mesa Verde Participating Area in
such a manner that these straight lines enclose an area contiguous to
the Participating Area. The lands to be added to the Participating
Area shall consist of the following quarter section subdivisions of
the public land survey:

1. (a) The gquarter section under the completed well.

(b) Those quarter sections of which each is 1/2 or more
within the contiguous area referred to above provided
that the lands qualifying for addition herein are con-
tiguous to the land admitted by subsection 1 above and
provided further that the total of such quarter sections
does not exceed 6 in number.

(c) Those quarter sections which are bounded on 2 or more
sides by lands either in the then established Partici-
pating Area or admitted thereto pursuant to subsections
(a) and (b) above to the end that the total number of
contiguous quarter sections qualifying for addition
herein and in subsections (a) and (b) above does not
exceed 6,

2. Those quarter sections bounded on three sides by lands either
in the then established Participating Area or qualifying for

addition pursuant to subsection 1 above, or qualifying for
addition as provided herein.



XII.

XIII.

Note:

In event an outside Mesa Verde well is successfully com-
pleted which is located at a distance from an established Partici-
pating Area which does not cause enlargement of the Participating
Area to include the well as outlined above, a separate Participating
Area of not to exceed 4 quarter sections in the form of a square may
be established for that well. The party or parties financing such
well may select the 4 quarter sections to be established as the Par-
ticipating Area for such well provided that the quarter sections
selected are not less than the linear distance of 5280' (1 mile)
from the nearest established Participating Area.

When a linear distance of 2640' (1/2 mile) or less Sepae
rates two or more Mesa Verde Participating Areas, such Participating
Areas may be combined into one and in that event there shall be only
one Cperating Committee for the areas so combined.

There shall be no retroactive adjustment as to production obtained
or as to operating expenses prior to the effective date of revision
of a Participating Area. Upon enlargement of any Participating Area,
there shall be an adjustment as to investment to the end that each
Working Interest Owner will own an undivided interest in the equip-
ment and property on the same basis of participation upon which each
owner shares in production and expenses. The cost per well shall be
based on the average cost of drilling wells of like character and
depth in the Blanco Field in a good and workmanlike manner at the
time of the drilling of the well. Appraised values shall apply for
lease equipment and improvements erected or constructed thereon.

No Participating Area shall be contracted because of de-
pletion of Unitized Substances or any other cause except loss of
title.

Drilling of Outside Wells -~ Any Working Interest Owner owning or
controlling a majority of the working interests in any unitized
land not included in a Participating Area and having thereon a
regular well location in accordance with an established well-
spacing pattern, may drill a well at such location at his own
expense, unless within 90 days of receipt of notice from said
party of his intention to drill the well the Operating Committee
for the adjacent Participating Area elects and commences to drill
such well.

Disposition of Unitized Substances - All produced Unitized Substances
shall be apportioned among the tracts constituting the Participating

Area in proportion to the per cent participation of each tract. The

Unitized Substances thus allocated to each tract shall be distributed
among the owners of the leasehold and royalty interests in each tract
in accordance with the provisions of the lease agreement to the same

extent as if the Unitized Substances allocated to each such tract had
been produced from such tract.

Each Operator shall take in kind his share of the produced
Unitized Substances and shall market individually or through an agent
and shall pay individually or through an agent all royalties due on sush ro-
duced Unitized Substances in accordance with the existing lease terms.

No retroactive adjustment of ownership of Unitized Substances
shall be made as to any Operator or Royalty Owner produced prior to
the date such Operator or Royalty Owner entered into the agreement or
as to tracts added to the Participating Area prior to the date such
tracts become a part of the Participating Area.

The above principles are to be incorporated in the Unit Agreement and
the Accounting (or Operating) Agreement. The Working Interest Owners
will be parties to both Agreements but Royalty Owners will be parties
to only the Unit Agreement,




INTERSTATE OIL COMPACT COMMISSION
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File: Research and Coordinating Committee
Unitization and Cooperative Projecte
Survey

Mr. R. R. Spurrier

01l Conservation Commisaion
Box 871

Santa Fe, New Mexlco

Dearxr Diock:

We have been anxlously awaiting your reply to our
letter of October 19, 1943, in which we requested you to
gsend us a short resume on the unitized and cooperative
projects in Rew Mexico. To date we have received no
reply to thls request.

" We need a statement which covers generally all of the
unitized and cooperatively operated fields in your atate in
order to complete our publication on unitization. Would it
be posaglble for you to send us such a statement before
February 157 Please let us know whether or not you can
supply this information.

Sincerely yours,
i

E. G. Dahlgren

MEMBER STATES: ALABAMA - ARKANSAS - COLORADO - FLORIDA - ILLINOIS - INDIANA - KANSAS - KENTUCKY - LOUISIANA - MICHIGAN - MISSISSIPPL

MONTANA -

NEW MEXICO - NEW YORK - OKLAHOMA - OHIO - PENNSYLVANIA - TENNESSEE - TEXAS - WEST VIRGINIA - GEORGIA (ASSOCIATE)




Check the class of service desired; v ' ' . 1206 [Checktheclassof servioe desired;
otherwise this message willbe L ) ! otherwise this message will be

sent as a full rate telegram . A sent at the full rate

F_}JEL:.EgQIa SERIAL _ “ ' N lI O N FULL DEFERRED

DAY NIGHT . ' NIGHT
™\LETTER LETTER I'a . JOSEPH L. EGAN, FRESIDENT \CODE LETTER I

NO. WDS.-CL. OF SVC. PD. OR COLL. CASH NO. CHARGE TO THE ACCOUNT OF TIME FILED

OIL CGONSIRVATION COMUSSION .
Send the following message, subject to the terms on back hereqf, which are kereby agreed to
, SANTA Fi, N, M, VARCH 1, 1942

TRANK SHULTZ, VICE FTESIDLNT
DELEI OIL CORPORATION

BURT BUILDING

DALLAS, TEXAS

OFDER M. 799, CASE 163, SIGNED EFFECTIVE 28 FEBRUARY 1349.
i, I, SPURRIER, OIL CLNSERVATION COMM!.
MR, FOSTER MORRELL

U. S. GEOLOGICAL SURVEY
ROSWELL, NEW MEXICO




Iarch 2, 1949

Mr. Al Groer
Fe Co Dox 337
WG, &V I‘M‘im

Dear Als

Please find enslosed, cory of Order Yo. 799, Cese 163, dated
February 25, 1949, for your reeords, '

VYery truly yeurs,

R. R. Spurrier
_ Seeretary and Direetor
RRS:bw
Qnd.



lareh 2, 1949

01l Conservablon Commission
205 Booker Building
Artecia, Fev Iexieo

Genblemans

Flease find encloged, =0y~ ~f Crder Yo, 799, Case o, 163, dated
February 25, 1949, for your records. |

Veyr truly yours,

Re Re Spurrier
Seevetary and Director
RRS:bw
encl, R




terch 1, 1649

.

., Toster lorrell

™ited States Geologieal Survey
P, O, Tox 99? '

Roswell, New Mexieo

Dear i, }xbm_.u:

Inclosed nlesse £ind simed eopy of the Cormissionts Order lo. 799,
Case Yo, 163, dabed Februery 25, 1949, for jour records.

Yery truly yours,

R. R, Spurrier
Secretary and Dircetor
RSty
entl,




tarch 1, 1949

¥r, (lemn Staley

Iea County Cperators Commdtioe
Draver I

fiobbs, New lMexieo

Dsar ire Staleys

Enclosed please find signed copy of Order No. 799, Case 163, dated
February 25, 1949, for your rocconds.

We would appreciate roceiving 100 Limeographod eopies of this order,

" Very truly yours,

-~

& iie S 1 1@
Sooretary and Director
RRS:
encl,




ikreh 1, 1949

ITe de O Soth
111 I, San Fransisco Streed
Santa Fe, New Mexico

Dear Judge Seths

tnclosed please find a signed cory of Oxder llo, 799, Case No, 163,
enteyed and adopbed by the Commission om Februayy 25, 1949.

Very truly yours,

R. & 23 - r

Secretary and Director
RRSsbw ‘
encl,




Febrwmry 14, 1949

Mr, J. 0. Soth
111 E, San Feanoisco 3trest
Santa Fe, New Yexiseo

Dear Judge Seths

Enclosed please find an unsigned copy of proposed Order Ro. 799, in
Case 163, in accondance with your request,

It is expooted to prorulgnte this order in the near future, therefore
if you will kindly indients your ideas of ite applicability as soon as
possihle, I am suxe Mr. Spmrrisr will apprsciate sare,

Very truly yours,

George A. Graham
GAG:bsv

enal,




Rim. Mansfield

OIL OPERATOR
AzTec, New MEXico

Farmington, New Mexico

November 10, 19L8

0il comservetion Commission
Santa Fe, New Mexico

Attn: Mr. R. R. Spurrier
State Geologist

Gentlemen:

It was not possible for me to attend the recent
hearings with respect to well spacing for the
Blanco Gas Field, San Juan County, New Mexico.

As a very small lease owner in this area, I desire

to go on record as opposing 640 acre spacing at
this stage of development of the field.

Very truly yours,

William Mansfield

O'H




January 11, 1949

Mr. Albert R. Oreer
Anderson~Prichard 0il Corporation
Oklahoma City, Oklahoms

Dear Al:

This will acknowledge your comments addressed to the Commission,

We are very happy to have your comments and appreciats very much
the analysis you have made of gas well spacing in the Blanec pool, San
Juan Countye. .

Sincerely,

ﬁs Re. sm

Secretary and Director
RRS:bw




J. 0. SETH
A.K.MONTGOMERY

OLIVER SETH

SETH ano MONTGOMERY
ATTORNEYS AND COUNSELORS AT LAW
I1i SAN FRANCISCO ST
SANTA FE.NEw MEXICO

N ber 30, 1948 " e
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0il Conservation Commission
Santa Fe, New Mexico

Gentlemen:

I have received from Mr. Card, of the Stano-
lind 0il and Gas Company, the enclosed copies of
proposed field rules for the Blanco gas field,
following the testimony introduced at the hearing
beginning on October 28th last, also a plat sett-
ing forth the proposed drilling program.

This is submitted, of course, merely as a
suggestion from the Stanolind 0il and Gas Company,
and it is submitted pursuant to the suggestion
made by Mr. Spurrier at the time of the hearing.

The order includes all provisions believed
desirable to control development, production and
drilling.

Very truly yours,

JOS:CB
Encls.




ALBERT R. GREER
REGISTERED PETRDLEUM ENGINEER
STATE OF NEW MEXICO

3 January, 19L9

S

The New Mexico 0il Conservation Commission £

Santa Fe, ilew Mexico ; Ao

Re: iCase 163, Qctober 28-29, 1548; relative
to gds well spacing in the Blanco Field,
San Juan County.

Gentlemen:

I have studied the testimony presented at this hearing and would like to
sumarize some of the evidence as I have interpreted it, for the vengfit
of the commissioners. I am interested in this area in a small personal
way, however I feel competent to analyze the engineering information pre-
sented.

Two things were apparently agreed upon in principle by all concerned:
1) Development of the field is necessary, desirable and should
be encouraged.
2) Economics is the most important limiting factor relative
to well spacing.

There was a difference of opinion, however, as to whether close or wide

spacing would encourage development, and Jjust how much gas was necessary
to pfovide a satisfactory payout. Considerable testimony was presented

in fevor of both close and wide spacing, which I will not repeat here.

One salient fact relative to both development and economics was not
pointed out, however, and I would like to bring it to the minds of the
commissioners., This is simply that a field will be more easily and
rapidly developed when all of the reserves proven by each additional
well are economically valuable. Practically all companies, large and
small, make loans from time to tame for development purposes, buy and
sell producing properties, etc. In order for the reserves underlying any
well to be considered of wvalue they must be produced within a reasonable
length of time. The present value of gas to be produced 50 years hence
is negligible. Some reputable engineering firms do not assign any value
to production that must be delayed as much as thirty years.

In this connection it was shown that the producing formation is tight,
that anticipated delivery rates are low. The wells that were tested
showed abilities to deliver only 1,000 :CF pee day per well against a
normal line pressure. It was not pointed out, however, that as the res-
ervoir pressure declines the producing ability will decline at an accel~
erated rate, and individual well production may easily be limited oy the
formations ability to produce, rather than to a limited market. From the
evidence presented at the hearing, I think a reasonable overall production
rate for the life of a well would be 500 MCF per day. For the reserves
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indicated at the hearing (20,000 KCF per acre), it would take 70 years
for one well to deplete a 6LO-acre tract.

Hence, for 640 acre spacing, a large part of the reserves underlying each
well would be of no.economic value, either for initial financing or later
trading; and it seems to me that field development must be slower as a
result. By the same token, this long delayed production can be of small
economic value relative to initial payout of investment.

Yours very truly,

)]

bt e

Albert R. Greer
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Gentlemens

With reference to the informal discussion on the proposition
of unitizing (communitizing) the Blanco area, San Jusn County, New
Mexico, held October lst, 1948, at Santa Fe in the State 0il Conservation
Offices, I and my associates are owners of oil and gas leases on State
and patented land and likewise owners of minerals (royalty) on patemted
land within and adjacent to the proposed unitized area.

Before msking any recommendations, I would like to strongly
emphasize how vitally necessary it is to unitize (communitize) the
operating interests on State and patented lands with the operating
interests on Federal lands, and to unitize (communitize) the mineral
(royalty) interests on patented lands within reasonable drilling plata.
If these matters are not attended to promptly, the small and numerous
patented lease and royalty owners and the State of New Mexico, as a
mineral (royslty) owmer, will suffer irreparable damage due to lack of
development and drainage. The owners of leases on State land are
scattored all over the country in as small a lease ownership as forty (40)
acrese It is my guess that meny of these lease owners are not familiar
with the oil business and have merely purchased these leases as a gamble
and as a result of high pressuring. For instance, I and my associates
own an eighty (80) acre State lease in Section 2, Township 29 North,
Range 9 West, and as far as I can tell, this is the largest lease in this
section, the other owners being scattered from New Mexico to St. Albany,
Oregon, Merion, Pennsylvania, and Silvis, Illinois. Unless the area is
cormunitized, and development taskes place on this section, both myself
as an operator and the State of New Mexico as a royalty owner will
probably find ourselves in the dilemma of either being unable to develop
due to wide spacing or if we are allowed to drill a well, being cut
down in our produsction due to ratable taking. The single operator can
not buy out these small interests or carry them oub of production. On
the other hand, a large commnity interest can do this. As to the small
lease owners on patented lands, similar ciroumstances prevall. It is
for these reasons and for the purposes of conservation and orderly
development that I, from the practical standpolnt, propose and recommend

the following:
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(a)

To promptly unitize (communitize) the "operating” interest within
an area that is thought likely to produce from the Mesa Verde
formation (Cliff House and Point Lookout).

It is suggested that this area initially be smaller than that
already proposed.s If, as and when it appeara quite certain that
the productive area might expand beyond the initially formed
unitized area, additional operating and mineral interests can be
added to the unitized area. When such umit is formed, each
operating interest within it would have the same interest in each
well drilled within the unit. His operating interest would be
proportionate as his total lease acreage is to the total of all
acreage in the unit,

As to the wells already drilled and capable of producing (Florence-
Wood River and Stanolind), reasonable charges should be made against
the other operators for their share of the costs of these wells.

Southern Union=-Delhi, as e&n incentive to provide an outlet,
would havwe a proportional share in production with or without
drilling additional wells.

To promptly unitize (communitize) the "mineral” (royal ty)

interests on patented lands within the unitized operating area

into drilling plats as large as practical (maximum 640 acres-

minimum 160 seres). The royalty need not be unitized under

Federal or State lands except in isolated border cases. 1t is

foolish to suppose that a ten acre royalty owner on patented

land will permit his small interest to be unitized (communitized)

with all the other 31,000 royalty acres, mostly Federal and State.
communitiz ing royalty interests on patented lands into praotical

drilling plats, the drilling pattern on patented lands would be

about the same as on Federal and State lands. If these proposals

are aceepted, some patented land mey have a greater density of wells

than the Federal or State land. This would make no difference to the

operating owners who have the same proportional share in all wells,

Production allowables per well (ratable take) would compensate the

Federal and State royalty holdings.

The unitized area would be operated by a unit operator chosen by
a majority vote of the operating interests under a unit operating
agreement comparable to that form adopted by the Midcontinent

0il & Gas Association, copy of which is enclosed.

To summarize the above,

unless the operating interests on State and patented lands are
unitized (commmitized) with the operating interests on Federal
lands, these State and patented lands will be the last to be
drilled and thus receive irreparable damage from drainage.
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(b) unleas the mineral (royalty) interests on patented lands are
unitized (communitized) on a size plat practical to unitize
and drill, patented lands will be the last to be drilled and
thus receive irreparable damage from drainage.

Very truly yours,

TBS:ms Thomas B. Socott, Jr.
Enc - Unit Operating Agreement (Model Form)

CCs Stanolind 0il & Gas Company
P. 0. Box 335
Albuquerque, New Mexico

Florence Drilling Company
Aztec, New Mexico

Wood River @il & Refining Co.
Wichita, Kansas

Mr. Frank A. Schults
Delhi 0il Corporation
Southern Union Gas Company
Burt Building

Dalles, Texxs

Mr. P. B. ¥nglish, Byrd Frost, Inc.
Farmington, New Mexico
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ahiﬁ AgrPPmPni, Made and entered into this............... QaY Of e L 19 , between the

parties signatory hereto:

WITNESSETH: THAT,

WHEREAS, each of the parties hereto represents that he or it is the owner of valid, subsisting and merchantable oil and gas leases upon

and covering certamn lands situated in
set forth opposite the names of each of said parties on the schedule of leases attached hereto, marked “Exhibit A™ and made a part hereof,
said leases COVETiNG an AgEregate Of . oo iiiioiiieiiiice o eece oo oo e ammnms s semssasssmmne s s nmananes es seesnemasmemssnanesnenesns - 3CT€S, MOTre oI less; and

WHEREAS, with the view of more economically operating said leases for the extraction of oil and gas, the parties desire to unitize said
leases into a common ownership to the end that each of said parties will own an undivided interest in the whole thereof proportionate to the
ratio which each party’s present ownership bears to the entire unitized area, and to develop and operate said leases as a unit but in harmony

with the terms, conditions and provisions of said oil and gas leases:

NOW, THEREFORE, jn consideration of the premises and of the mutual covenants and agreements herein contained, said parties have

contracted and agreed, as follows:

1. UNITIZATION OF LEASES
To execute and deliver assignments in the manner hereinafter provided to the end that each of the parties shall be vested with title to
an undivided interest in the oil and gas leases described in the schedule attached hereto, marked “'Exhibit A™, in the proportion that each

party’s present interest in the acreage within the unitized area bears to the entire unitized area.
The unitization of said leases shall be accomplished in the following manner, to-wit:

Each of the parties, other than the examining party as hereinafter referred to, shall, within._.............. .

days from the date hereof, submit abstracts and all title papers on his or its respective interest in leases to be included within the unitized

B = R o o LR T

hereby designated and appointed as the Examining Farty, for the purpose of causing such abstracts and title papers to be examined by his

or its attorneys on behalf of all the parties hereto. Abstracts and title papers on the respective interest in leases to be included within the

unitized area by said examining party shall be submitted to........ o
for examination by his or its attorneys. All of such examinations shall be made without charge to the other parties. Such examinations
shall include an examination of the form of said leases and the opinion of said attorneys as to the condition of said titles shall be binding

and conclusive on the parties.

If such examining attorneys shall find that any lease or leases covered by this agreement have less than ..o
months within which to complete a well on the leased premises, to prevent the termination or expiration of such lease, said attorneys shall

make a requirement that the owner or owners of any such lease or leases shall, within thirty (30) days after notice of such requirement, at his

or its sole cost and expense, secure a renewal or extension of said lease or leases for a period of not less than..... ...
Should any owner or holder of any such lease or leases fail or elect not to secure such renewal or extension then, at the election of the other
parties hereto, such title may be rejected, and thereupon any of the parties hereto may withdraw from this agreement by giving ten (10) days’
written notice to the other parties of his or its election to so withdraw.

Said attorneys shall report requirements, delinquencies and defects in titles to the respective parties, who shall exercise due diligence to
femedy the same. The disapproval or rejection of title to any lease of any party hereto shall opecate to reduce the proportionate interest of
such party in the unitized area and the propertionate interest of the other parties shall be increased accordingly, and the disapproval or rejec-
tion of all the titles of any one party shall relieve such party from further Lability and from further participation in the benefits hercunder.
Should the titles of any of the parties hereto be finally rejected, in whole or in part, notice thereof shall be given to the remaining parties
and thereupon any of the parties may withdraw from this agreement by giving written notice, within ten (10) days, to the other parties of
his or its election so to do. Thereupon the parties hereto, or such remaining parties as may elect to proceed hercunder, shall be vested with
title to an undivided interest in the unitized area in the proportion that each party's interest in the acreage bears to the whole thereof. There-
after, each of the parties shall bear his or its proportionate part of the loss of any or all titles that may for any reason fail.

Upon the completion of the well hereinafter provided for, each of the parties hereto, or such remaining parties as shall have elected
to proceed hereunder, shall execute, acknowledge and deliver to one another assignments of undivided interests in the leases covering the
entire unitized area, to the end that each of the parties shall be vested with record title to his or its undivided interest in the unitized area,
as herein provided for. Such assignments shall be made subject to and shall incorporate this agreement by specific reference thereto. Upon

acceptance and approval of titles, as aforesaid, the following provisions of this agreement shall become operative.

II. EFFECTIVE PERIOD

This agreement is to remain in force for the full term of any and all of the leases in the unitized area and of any renewals or extensions

thereof, whether by production or otherwise, and may be terminated only by the consent of the parties hereto owning proportionate interests

aggregating not less than ... £ eeeereeee e saranesrianes per cent of the unit; provided, that if any party so desires, he or

it may be released from all obligations and liability not previously incurred under this agreement by assigning, conveying and transferring
to the other parties hereto all of his or its right, title and interest in the leases covered hereby. said assigned interest to be held by the
assignees 1n proportion to their then respective interests in the unitized acreage. Thereupon, the right of such party to any benefits thereafter



accruing bereunder shall cease; provided, however, such assignment shall not relieve said assigning party irom any liabilities incurred prior to the execution and delivery
of any such assignment.

. JOINT OPERATIONS

The leaschold estates embraced in said unitized area shall be owned, developed and operated under the terms of this agreement for the joint benefit of the parties
hereto, and all cost and cxpense in connection therewith shall be borne in the praportion in which said unitized leases are owned by the parties. The parties shall severally
own their respective proportions of the working interest in the oil and gas that may be produced therefrom. Income and liabilities accrued or incurred shall be shared and
borne in said proportion, each party being entitled to receive his or its proportion of income and shall be liable for his or its proportionate part of all cost and expense.

IV. OPERATOR

The term “*Operator’”, as herein used, shall be construed to mean the party designated as such by the Advisory Committee, as hereinafter created.

V. RENTALS

Each party shall, before the due date, pay all delay rentals which may become due lessors, or their successors in interest, under the lcase or leases which he or it
has contributed to the unitized area as described in “'Exhibit A", and each party so paying said rentals shall within ten (10) days after said rentals have been paid notify
Operator hereinafter designated of such payment or payments and submit evidence thereof. The party paying such rentals shall charge the other parties with their respective
proportion or proportions of such rental.

If any party fails to use reasonable diligence to timely pay such delay rental and any lease or leases are forfeited by reason thereof, said party, at his or its sole cost
and expense, shall obtain a new lease on the land covered by said forfeited lease and contribute the same to the unit, and failing so to do shall be liable to the remaining
parties for the reasonable market value of their interest in such forfeited lease.

Each of the parties hercto, as soon as practicable after the execution of this agreement, shall furnish Operator, hereinafter designated, a statement of his or its leases
to be included within the unitized area containing a description of the land covered thereby and the due date for any delay rentals under the terms of any and all such
lcases. Operator shall, at lcast sixty (60) days before the due date for any such delay rental or rentals, notify the party charged with the payment of such delay rental or
rentale of the due date for the payment thereof, but Operator shall not be liable for failure to so notify any party so charged with the payment of said delay rental or
rentals no: for the failure or neglect of such party to pay said rental or rentals as hereinabove provided.

VI. ADVISORY COMMITTEE

An Advisory Committee is hereby created, hereinafter designated as the ‘Committee’, consisting of a represcntative of each of the parties hereto. Each party
shall immcdiately designate its committee member and shall give notice, in writing, thereof to Operator. Each party shall have the right at any time to substitute another
person as his or its committee member by notifying Operator in writing. The member of the Committec designated by Operator shall be the Chairman of the Committee,

It shall be the duty of the Committee to advise and confer with Operator to the extent herein provided.

Each member of the Committece shall have a vote in the proportion which the interest of his or its principal bears to the entire unitized area. A vote of the
majority interests shall be binding upon all the parties; provided, however, that should the interest of any one of the partics hereto be a majority interest, the vote of at

least. other members of the Committec shall be required in addition to the vote of the representative of such majority
intercst to bind all the parties.

VII. FUNCTIONS OF COMMITTEE

The Committee shall have the power and it shall be its duty:

(3) Prom time to time, when it decems it necessary or expedient to designate one of the parties hercto as Operator to carry on operations of the lcased premises
for ail and gas under the terms hercof; and when dcemed necessary or expedient, to substitute and replace Operator with another of the partics hereto; provided, such

substitution shall not be effective until davs after written notice thereof to the then existing Operator, unless such Operator
sooner consents theretc. '

(b) To dctermine the cxtent of drilling operations to be carried on by Operator and to approve or disapprove the contemplated drilling of any well or wells,
and the location thereof; provided the consent and approval of the drilling of any well shall be construed to mean the approval of all necessary expenditures in drilling,
completing and equipping such well, including the nccessary lease tankage.

(¢) To approve or disapprove the abandonment of iny well or wells.

(d) To direct Operator to carry or not to carry public liability or other forms of insurance, except as hereafter prescribed by Paragraph XIII. {f insurance is to
be carried, the Committee shall determine and prescribe the various types and amounts of coverage and may designate the carrier thcreof.

(¢) To pass upon and approve or disapprove Operator’'s advance estimates of costs and expenditures.

(f) To approve or disapprove any proposed expenditures of Operator in any sum in excess of Dollars

($....... pereemeeceneeeanen e ). except as provided in subdivision ""(b)’' hereof.
(g} To approve or disapprove the proposcd sale and disposition of surplus materials and equipment by Operator.

(h) To compromise or effect settlements of material overages and shortages determined at time of inventories which cannot be settled, compromised or agreed
upon by the auditors, for the purpose of effecting prompt reconciliation of the inventories to the records of the parties hereto.

(i) To meet regularly at the call of the Chairman for the purpose of considering any business affecting the unitized area; provided, however, that a period of
not more than three (3) months shall elapse between any two meectings, and provided further that any party hereto shall be entitled to call a meeting of the Committee
upon the failure of the Chairman so to do.

(;) The Committee may, at its option, employ an auditor or inspector to represent all of the parties hereto in auditing, inspecting and checking Operator’s books
and records rclating to said unitized properties, the expense of such work to be charged to the joint account.

VII. EMPLOYEES

The number of employees, the selection of such employees, the hours of labor and the compensation for services to be paid any and all such emplovecs, shall
be determined by Operator. Such emplovees shall be the employees of Operator.

IX. DESIGNATION OF OPERATOR AND TEST WELL

Effective with the approval of titles, and until the Committee may otherwise direct, the parties hereto designate

one of the parties hereto, as Operator, who shall within

formation

and prosecute the drilling of said well with diligence and dispatch to a depth sufficient to test the

usually encountered at an approximate depth of feet, unless otherwise directed by the Committec.

X. AUTHORITY FOR INCURRING OF EXPENDITURES

Operator before incurring any item of expenditure in excess of. Dollars ($........ . ).
except expenditures for the drilling and equipment of wells specifically authorized by the Committee, shall secure the express consent and approval of the Committce

thereto. Operator shall, upon request, furnish copies of its authority for expenditures for any project costing in excess of.

Dollars ($. ).

XI. DRILLING OPERATIONS

All wells drilled on the unitized area shall be drilled on a competitive contract basis at the usual rates prevailing in the field in which said leases are located.
Operator, if it so desires, may employ ita own tools and equipment in the drilling of wells, but in such event the charge therefor shall not exceed the prevailing
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rate in the field; and such work shall be performed by Operator under the same terms and conditions as shall be customary and usual in the field in contracts of
independent contractors who are doing work of a similar nature. All drilling contracts shall contain appropriate provisions that any wells drilled on the unitized area,
when completed, shall not deviate in excess of five degrees (5°) from perpendicular.

XII. CONTROL AND COSTS OF OPERATION

Operator shall have full control and, subject to the terms of this agreement, shall conduct and manage the development and operation of the unitized area for the
production of oil and gas for the joint account of the parties hereto. It shall pay and discharge all cost and expense incurred and shall charge the other parties hereto
with their respective proportionate share upon the cost and expense basis provided for in the ‘‘Accounting Procedure’, attached hereto as “‘Bxhibit B''. and which
is by reference made a part of this agreement as though set forth at length herein.

Operator shall at all times keep the joint interest of the parties hereto, in and to the leases and equipment thereon, free and clear of all labor and mechanics®
liens and encumbrances.

XII. INSURANCE

Operator shall carry workmen's compensation and employer's liability insurance as required by the laws of the State of. .
provided, however, that Operator may, with the consent of the Committee, be a self-insurer as to either or both of such risks. Operator shall carry such other forms of
insurance for the joint benefit of the parties hereto in such amount or amounts as shall be directed by the Committee and it shall be the duty of the Operator to keep
all such insurance in force and effect at all times while operations are conducted on the unitized area.

XIV. APPORTIONMENT OF COST AND EXPENSE :

Each of the parties shall promptly pay and discharge its proportionate part of all cost and expense upon the basis as set forth in the **Accounting Procedure™
attached hereto as ‘‘Exhibit B''.

XV. ADVANCES

Operator, at its election, may require the parties hereto to advance their respective proportion of development and operating cost according to the following
conditions: On or before the first day of each calendar month, Operator shall submit an itemized estimate of such cost for the succeeding calendar month to the Com-
mittee for its approval. Upon approval of such estimate by the Committee, Operator shall submit a copy thereof to each of the parties with a request for the payment
of his or its proportionate part thercof. Within ten (10) days thereafter, each of the parties shall pay, or secure the payment in a manner satisfactory to Operator, his
or its proportionate share of such estimate.

Should any party fail and neglect to pay, or secure the payment, of his or its proportionate part of such estimate, the same shall bear interest at the rate of
six per cent (6%) per annum until paid. Adjustments between estimates and actual costs shall be made by Operator at the close of each calendar month, and the
accounts of the parties adjusted accordingly.

XVI1. LIABILITY

The liability of the parties hereunder shall be several, and not joint or collective. Each party shall be responsible only for his or its obligations, as herein set
out, and shall be liable only for his or its proportionate share of the cost of developing and operating said leasehold estates.

XVil. OPERATOR’S LIEN

Operator shall have a lien on the interest of each of the parties in said leases, the oil and gas produced therefrom. the proceeds thereof, and the muterial and
equipment thereon, to secure the payment of his or its proportionate part of the cost and expense of developing and operating the unitized premises, and to secure the
payment by any such party of his or its proportionate part of any advance estimate of such cost and expense.

XVIII. CONTRIBUTION

In the event of the neglect or failure of any non-operator to promptly pay his or its proportionate part of the cost and expense of development and operation
when due, as hercinabove provided, the other non-operators and Operator shall, within thirty {30). days after the rendition of statements therefor by Operator, contsibute
to the payment of the delinquent indebtedness of any such non-operator in the proportion that the interest of each bears to the total of all such intcrest. Upon the
payment by such delinquent or defaulting non-operator to Operator of any amount or amounts on such delinquent indebtedness, the amount or amounts so paid shall be
distributed and paid by Operator to the other non-operators and Operator to the extent of the contribution 30 made to the payment of such delinquent indebtedness.

XIX. DISPOSITION OF PRODUCTION
Each of the parties hereto shall have the right and privilege, upon reasonable notice to Operator, and upon the payment of, or securing the payment of the
royalty interest thereon, of receiving in kind or of separately disposing of his or its proportionate share of the oil and gas produced and saved from the unitized premises;
provided, however, that in the event of the failure or neglect of any party to exercise the right and privilege of receiving in kind or separately disposing of his or its
proportionate share of such production, Operator shall have the right to purchase any such oil and gas for its own account, or to sell the same to any of the parties
hereto, or to others, at not less than the prevailing market price.

Any extra expenditure incurred by reason of the delivery of its proportionate part of the production to any one party shall be borne by such party.

XX. DISTRIBUTION OF INCOME

All income received by Opcrator, derived from the jointly owned lcasehold estates, shall be distributed to the parties hereto in the proportion 1n which said leases
are owned, such distribution to be, made when such income is received

XXI. SURPLUS MATERIAL AND EQUIPMENT

Surplus material and equipment from the unitized area, when, in the judgment of Operator, the same are not necessary for the development and operation of
the leased premises, may, with the approval of the Committee, be divided in kind or sold to any of the parties hereto, or to others, for the benefit of the joint
account. Proper charges and credits shall be made by Operator as provided in the '‘Accounting Procedure’, attached hereto as “‘Exhibir B™.

XX1I. RIGHT OF PARTIES TO INSPECT PROPERTY AND RECORDS

The following specific rights, privileges and obligations of the parties hercto are hereby expressly provided. but not by way of limitation or exclusion of any
other rights, privileges and obligations of the respective partics:

(a) Any party hereto shall have access to the entire unitized area, at all reasonable times, to inspect and observe operations of every kind and character upon
the property.

(b) Any party bereto shall have access, at all reasonable times, to any and all information pertaining to wells drilled, production secured, oil marketed, and
to the books, records and vouchers relating to the operation of the unitized area.

(¢) Operator shall, upon request, furnish the other partics hereto with daily drilling reports, true and complete copies of well logs, tank tables, daily gauge
and run tickets and reports of stock on hand at the first of cach month, and shall also, upon request, make available samples and cuttings from any and all wells
drilled on the unitized area.

XXIII. TRANSFERS OF INTEREST

No assignment, mortgage or other transfer affecting the leases covered hereby, the production therefrom, or equipment thereon. shall be made unless the same
shall cover the entire undivided interest of assignor, mortgagor or seller in all ssid leases; it being the intent of this provision to maintain the unit ownership,
development and operation of the unitized arca; provided that the sale of a lesser interest than the scller’s entire undivided interest may be made upon securing the
unanimous approval of the Committee thereto in writing.

In the event any party desires to sell all or any part of his or its interest in the unitized area, the other parties hereto shall have a preferential right to purchase
the same. In such event, the selling party shall promptly communicate to the other parties hereto the offer received by him or it from a prospective purchaser ready,
willing and able to purchase the same, together with the name and address of such prospective purchaser, and said parties shall thereupon have an option for a
period of ten (10) days after the receipt of said notice to purchase such undivided interest for the benefit of the remaining parties hereto as may agree to purchase
the same; provided that any interest so acquired shall be sharcd by the parties purchasing the same upon the basis of their then existing interest in the unitized area:
provided, further, the limitations of this paragraph shall not apply where any party hereto desires to dispose of its interest by merger, reorganization, consolidation
or sale of all its assets, or a sale of its interest hereunder to a subsidiary or to any company in which any one party hereto owns a majority of the stock.

XXIV. SURRENDER OF LEASES
No lease embraced within the unitized area shall be surrendered unless 2 majority of the Committee consents thereto; provided that if the Committee, by a
majority vote, authorizes the surrender of any lease in the unitized area, and any of the parties not consenting thereto so desire, such lease shall be assigned to the
party or parties desiring the same and shall thereupon be held and owned by such party or parties in severalty.
XXV. REGULATIONS

All of the terms and provisions of this agreement are hereby expressly made subject to all valid rules and regulations of any duly constituted authority having
jurisdiction in the premises.

Operator shall prepare and furnish to any such duly conastituted authority, through its proper agency or department, any and all reports, statements and infor-
mation as may be requested when such reports are required to be furnished by Operator.
XXvl. MISCELLANEOUS PROVISIONS

The term “oil and gas™ wherever used in this agreement shall be construed to include casinghead gas and any other mineral deposit covered by any oil and
gas lease in the unitized area.

Operator shall not be liable for any loss of property or of time caused by strikes or riots, or by fires, tornadoes. floods or from anv other cause hevond the



control ot Operator through the exercise of reasonable diligence.
Thus agrecment and “"Exhibit A and “Exhibit B'", attached hereto. contain all the terms and provisions as agreed to by the parties hereto.

This agreement shall extend to and bind the respective heire, executors, administrators, successors and assigns of the parties hereto, and it is hereby agreed
that the terms and provigions hereof shall conspicute a ¢qvenant running with the lands and lgpsehold estates covered hereby.

IN WITNESS WHEREOF, the parties hereto have signed this agreement the day and year first hereinbefore written.

ATTEST:
Secretary. President.
First Party
ATTEST:
Secretary. President.
Second Party
ATTEST:
- Secretary. President.
Third Party
ATTEST:
Secretary. President.
Fourth Party
ATTEST:
Secretary. President.
Fifth Party
ATTEST:
Secretary. President.
Sixth Party
ATTEST:
- Secretary. President.
Seventh Party
ATTEST:
Secretary. President.
Eighth Party
ATTEST:
Secretary. . President.
Ninth Party
ATTEST:

Secretary. i President.

Tenth Party

Eleventh Party

Twelfth Party

(If this agreement is to be recorded, the acknowledgment of the parties thereto should be in conformity with the vprovisions of
the recording laws of the state in which the subject matter is located.)
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AGCOUNTING PROCEDURE
(ONIT AND JOINT LEASE SCHEDULE)

The term “joint property” as herein used shall be construed to mean the subject area covered by the agreement to which this
“Accounting Procedure” is attached.

The term “Operator™ as herein used shall be construed to mean the party designated to conduct the development and operation of
the leased premises for the joint account.

The term *“Non-operator’” as herein used shall be construed to mean any one or more of the non-operating parties,

Operator shall bill Non-operator on or before the last day of each month for its proportionate share of costs and expenditures during
the preceding calendar month. Itemized statements shall accompany such bills. Each party shall pay its proportion of all such bills within
fifteen (15) days after the receipt thereof. If payment is not made within such time, the unpaid balance shall bear interest at the rate of
six per cent (6%) per annum until paid. Payment of any such bill shall not prejudice the right of any party to protest or question the
correctness thereof; provided that Operator shall not be required to adjust any item unless a claim therefor has been presented within a
period of two (2) years from the date of the rendition of any itemized statement.

I. DEVELOPMENT AND OPERATING CHARGES
Subject to limitations hereinafter prescribed, Operator shall charge the joint account with the following items:

(1) Delay or other rentals, when such rentals are paid by Operator for the joint account: royalties, when not paid direct to royalty owners
by the purchaser of the oil, gas, casinghead gas or other products.

(2) Labor, teaming and other services necessary for the development, maintenance and operation of the joint property.

(3) Materials, equipment and supplies purchased and/or furnished by Operator from its warehouse stocks or from its other leases for use on
the joint property. In so far as is practical and consistent with efficient and economical operation, only such materials shall be pur-
chased for or transferred to the joint property as are required for immediate use, and the accumulation of warehbouse and/or lease stock
on the joint property shall be avoided.

(4) Moving materials to the joint property from vendor’s or from Operator’s warehouse in the district or {from other properties of Oper-
ator, but in either of the last events no charge shall be made to the joint account for a distance greater than the distance from the
nearest reliable supply store or railway receiving point.

(5) Moving surplus materials from the joint property to outside vendees, if sold {. 0. b. destination, or minor returns to Operator's ware-
house or other storage point. No charge shall be made to the joint account for moving major surplus materials to Operator's ware-
house or other storage point for a distance greater than the distance to the nearest reliable supply store or railway receiving point,
except by special agreement with Non-operator: and no charge shall be made to the joint account for moving materials to other
properties belonging to Operator, except by special agreement with Non-operator.

(6) Use of and service by Operator’s exclusively owned equipment and utilities as provided in Paragraph (6) of Section II: “Basis of
Charges to Joint Account.™

(7) Damages or losses incurred by fire. flood, storm or from any other cause not controllable by Operator through the exercise of reasonable
diligence. Operator shall furnish Non-operator written notice of damages or losses incurred by fire, storm, flood or other natural or
accidental causes as soon as practicable after report of the same has been received by Operator.

(8) Expenses of litigation, liens. judgments and liquidated claims involving the joint property or incident to its development and operation.
Actual expenses incurred by Operator or Non-operator in securing evidence pertaining to the joint property shall be a proper charge
against the jeint account.

(a) When any case, by prior agreement, is handled by Operator’s and/or Non-operator’s legal staff, thereby eliminating the retaining of
outside counsel, a charge commensurate with the cost of services rendered may be made to the joint account. Charges of this
nature shall not be rendered until the respective legal departments have agreed upon the proper amount,

(b) Fees and expenses of outside attorneys shall not be charged to the joint account except where the employment of such outside
attorneys is authorized by a vote of the majority interests.

(9) All taxes paid for the benefit of the parties hereto including ad valorem. property, gross production, occupation and any other taxes
assessed against the jointly-owned properties, the production therefrom or the operations thereon.

(10) Insurance:

(a) Premiums paid for insurance carried for the benefit of the joint account together with all expenditures incurred and paid in
settlement of any and all losses, claims, damages, judgments and other expenses, including legal services, not recovered from insur-
ance carrier.

(b) If no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settlement of any and all losses,
claims, damages, judgments and any other expenses, including legal services, shall be charged to the joint account,

(11) District and Camp Expense:

(a) District Expense: A proportionate share of the salaries and expenses of Operator’s district superintendent and other general district
employes serving the joint property whose time is not allocated directly to the joint property, and a proportionate share of the
expense of maintaining and operating a district office in conducting the management of operations on the joint property and other
properties in the same locality owned and operated by Operator, such charges to be apportioned to such properties served on
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(b) Camp Expense: The expense of providing and maintaining on or in the vicinity of the joint property all necessary camps, housing
facilities for employes and bcarding employes, if necessary. When properties other than the joint property are served by these
facilities, then an equitable distribution of expense, including depreciation, or a fair monthly rental in lieu of the investment, main-
tenance and operating cost of buildings and other camp facilities, shall be prorated against all properties so served on the follow-
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(12) Overhead charges, which shall be in lieu of any charges for any part of the compensation or salaries paid to managing officers and

..................................................................................................... any portion of the office expense of the principal business office located at

.................................................................................................... . but not in lteu of field office expenses incurred in operating any such
properties, and such overhead charges do not include any other expenses of Operator incurred in the development and operation of

said properties, and Operator shall have the right to assess against the joint property covered hereby the following overhead charges:
() $....... .......per month for each drilling well, beginning on the date the well is spudded and terminating when it is on pro-

duction or is plugged, as the case may be, except that no charge shall be made during suspension of drilling operations for fifteen
(15) or more consecutive days.

(b) $ocoiiiieeeeronoper well per month for the first five (5) producing wells.
() S per well per month for the second five (5) producing wells.
(d) & per well per month for all producing wells over ten (10).

In connection with overhead charges, the status of wells shall be as follows:

(1) In-put or key wells shall be included in overhead schedule the same as producing oil wells,

(2) Producing gas wells shall be included in overhead schedule the same as producing oil wells.

(3) Wells permanently shut down but on which plugging operations are deterred, shall be dropped from overhead schedule at the
time the shutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate during the
time required for the plugging operation.

(4) Wells being plugged back or drilled deeper shall be included in overhead schedule the same as drilling wells.

(5) Wells which are shut down temporarily and later replaced on production. If and when a well is shut down (other than for pro-
ration) and not produced or worked upon for a period of a full calendar month, it shall not be included on the overhead schedule
for such month.

(6) Salt water disposal wells shall not be included in overhead schedule.

The above specific overhead rates may be amended from time to time by agreement between Qperator and Non-operator if, in practice.
they are found to be insufficdent or excessive.
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Warehouse Handling Charges:

Any other expenditure incurred by Operator {or the necessary and proper development, maintenance and operation of the joint prop-
erty, except that Operator shall not charge the joint account with any expenditure or contribution made by Operator towards employes’
stock purchase plan, group life insurance, pension, retirement, or bonus. other than such expenditures or contributions imposed or assessed
by governmentaj authority.

II. BASIS OF CHARGES TO JOINT ACCOUNT

Outside Purchases: All materials and equipment purchased and all service procured from outside sources shall be charged at their actual

cost to Operator, after deducting any and all trade and/or cash discounts actually allowed off invoices, or received by Operator.

New materials furnished by Operator (Condition “A™):

New materials transferred to the joint property from Operator’s warchouse or other properties shall be priced f. 0. b. the nearest
supply store or railway receiving point at replacement cost of the same kind of materials. This will include large equipment such as
tanks, rigs, pumps, boilers and engines. All tubular goods (2” and over) shall be charged on the basis of mill shipment or carload
price. Other materials, where the replacement cost cannot be readily ascertained, may, for the purposes of consistency and con-
venience, be charged on the basis of a reputable supply company’s preferential list price {. 0. b. nearest supply store or railway receiving
point to the joint property prevailing on the date of transfer of the materials to the joint property.

In determining the value of any transferred materials. all special and preferential discounts shall be allowed but the regular cash
discount shall not be considered.

Secondhand materials furnished by Operator (Conditions “B™ and "C"):

(a) Tubular goods (2” and over), fittings, machinery and other equipment which is in sound and serviceable condition at date of

. transfer, will be classed as condition “B™ and charged at 75% of the price of new materials, in accordance with the provisions of

Paragraph (2) above.

(b) Tanks, derricks, and buildings or other equipment involving erection costs shall be charged on a basis not to exceed 75% of
knocked-down new price for similar materials.

(c) Other secondhand materials, such as units of machinerv or other equipment that is serviceable, but substantially not good enough
to be considered first-class secondhand material when transferred to the joint property, shall be classed as condition “C™ and
charged at 50% of the new price.

(d) There may also be cases where some items of equipment, due to their unusual condition, should be fairly and equitably priced
by Operator.

Warranty of Materials Furnished by Operator: Operator does not warrant the materials furnished from its warehouse or other prop-

erties beyond or back of the dealer’s or manufacturer’s guarenty, and in case of defective materials, credit shall not be passed until

adjustment has been received by Operator from the manufacturers or their agents.

If materials required are not available in Operator’s surplus stocks. Operator shall, whenever in its judgment it is practical to do so,

oive Non-operator opportunity of furnishing the materials required in proportion to his or its interest, provided that the same can be

furnished at the time such materials are required, and further provided that any such materials so furnished shall be in condition
acceptable to Operator and shall be charged to the joint account on the same terms and conditions as are provided herein to cover the
lurnishing of materials by Operator.

Operator’s Exclusively-owned Facilities: The following rates <hall apply to service rendered to the joint property by facilities owned

cxclusively by Operator:

(a) \Va]tcr service, gas, teaming, power, and compressor service: All at rates currently prevailing in the field where the joint property
is located.

(b) Automotive Equipment: Rates commensurate with cost of ownership and operation and in line with schedule of rates adopted by
the Petroleum Motor Transport Association as recommended uniform standardized charges against the joint account. Automotive
charzes will be based on use in actual service on or in connection with the joint property. Truck, tractor and pulling unit rates
shall include wages and expenses of driver.

(c) A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator’s fully-owned machinery
or equipment which shall be ample to cover maintenance, repairs. depreciation and the service furnished the joint property. Pro-
vided, however, that such charges shall not exceed those currently prevailing in the field where the joint property is located.

(d) Whenever requested, Operator shall inform Non-operator in advance of the rates it proposes to charge.

(e) Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

III. DISPOSAL OF LEASE EQUIPMENT AND MATERIALS
Materials purchased by Operator shall be credited to the joint account and included in the monthly statement of operations for the month
in which the materials are removed from the joint property.
Materials purchased by Non-operator shall be invoiced by Operator and paid for by Non-operator to Operator immediately following
receipt of invoice and delivery of materials. Operator shall thereupon immediately pass credit to the joint account and include the same
in the monthly statement of operations for the month in which the materials were pa:d for by Non-operator.
Division of materials i kind, if made between Operator and Non-operator, shall be in proportion to their respective interests in the
joint property. Each party will thereupon be charged individually with the value of the materials received or receivable and cor-
respending credits will be made to the joint account by Operator, and both credits shall appear in the same monthly operating statement.
Sales to outsiders of major materials shall be made only with the consent of Non-operator as to both terms and price and where made
the proceeds shall be credited by Operator to the joint account at the full amount collected from vendee. Any claims by vendee for
defective materials or otherwise shall be charged back to the joint account, if and when paid by Operator.

IV. BASIS OF PRICING MATERIALS TRANSFERRED FROM JOINT ACCOUNT

Materials and equipment purchased by either Operator or Non-operator, or divided in kind between them, unless otherwise agreed,
be valued on the following basis of condition and price: (New price as used in the following paragraphs shall have the same mcaning

and application as that used above in Section II: “Basis of Charges to Joint Account.™)

(1)

(2)

(3)
(4)
(5)

(6)

(N
(2)
(3)

(4)

(5
(6)
(7)

New Materials: {Condition “A”) being new equipment or supplies purchased or procured for the joint property but never used
thereon: at 100% of current new prices.
Good Secondhand Materials: (Condition “B™) being good serviceable materials which are further usable without repair, at:
(a) 75% of current new prices, if materials were new when originally charged to the joint property.
(b) 75% of current new prices less depreciation consistent with their usage on and service to the joint property, if materials were

originally charged to the joint property as secondhand at 75% of new prices.
Other Used Materials: (Condition **C") being materials further usable for their original function only after repair and reconditioning;:
at 50% of current new prices.
Bad Order Materials: (Condition *D™) being materials not further usable for their original function but for possible other service; at
25% of current new prices.
Junk: (Condition “"E™) being obsolete and unserviceable materials; at prevailing junk prices in the district. Where practicable, junk
should be disposed of at the joint property.
Temporarily Used Materials: When the use of certain items of equipment on the joint property has been only temporary, and the time
of actual use thereon does not justify the deduction of depreciation as listed in (a) and (b) of Paragraph (2) hereof, such materials
will be priced on a basis that will leave a net charge against the joint account consistent with the service rendered and adequate for the
time the materials were in use.

V. INVENTORIES

Periodic 1inventories shall be taken by Operator of the materials and equipment on the joint property, which shall include such materials
and equipment as are ordinarily considered controllable by operatore of oil and gas properties.
Notice of intention to take inventory shall be given by Operator to Non-operator a week before any inventory is to begin, so that
Non-operator may be represented when any inventory is being taken.
Special inventories shall be taken whenever there is any sale or change of interest in the joint property, and it shall be the duty of
the party selling to notify the other party as quickly as possible after the transfer of interest takes place. In such cases both the seller
and the purchaser shall be represented and shall be governed by the joint inventory.
If the initial test on the joint property is a dry hole and no further tests thereon are immediately comemplated Non-operator may
require that an inventory be taken of all materials as soon as the casing has been recovered from the well and that the materials be
classified before any materials are removed from the joint property by Operator or otherwise disposed of.
Failure of Non-operator to be represented at the physical inventory shall bind it to accept the inventory taken by Operator who shall
in that event furnish Non-operator with a copy thereof.
Reconciliation of inventory with charges to the joint account shall be made by each party at interest, and a list of overages and short-
ages shall be jointly determined by Operator and Non-operator.
Inventory adjustments shall be made by Operator on the ioint account for overages and shortages. but Operator shall only be held
accountable to Non-operator for shortages due to lack of reasonable diligence.



TURNER, HOWARD AND FRANCIS

ATTORNEYS AND Z DUNSELORS AT LAW

SUITE 1711 MERCANMTILE BANK BUILDING

J. GLENN TURNER .
D .
GILBERT P. HOWARD ALLAS | TEXAS

EDWARD L. FRANCIS

November 22, 1948

Mr. Re Re Spurrier
New Mexico 0Oil Conservation Commission
Santa Fe, New Mexico

Re: ase Noes 163, Petition of Stanolind Oil
and Gas Company for well spacing in Blanco
Field,

Dear Mre, Spurrier:

Pursuant to your request, we have finally prepared
a proposed form of order of the commission in the subject
case, which was heard by the Commission on October 28, and
October 29, 1948, in Santa Fe, and are enclosing two copies
of the same herewithe

We realize that we have been very dilatory in prepar-
ing and forwarding this instrument to you. However, in
view of the fact that the evidence introduced was so
lengthy, perhaps no harm has been done.

. In our opinion, the Commission gave both sides a
full and fair hearing, and I know the order of the Commis~
sion will be in accordance with the evidence presenteds

Naturally, we feel that this would mean entering an order
in accordance with the form enclosede

Thanking you again for your consideration, we are
Yours very truly,

TURNER, HOWARD AND FRANCIS

e .
By ¢
Alfre ° Lane

Attorneys r Delhi 0Oil
Corporation,
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