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Dacemher 1, '1958 77%

Sunrav Mid-Cortirent C’.1 Company
P. 0. Box 2030
Tulsa 2, Oklahoma

Re: Termination Agreement-
East Bagley Unit, all of
Section 9, the East 1/2
of Section 8 and the South
1/2 of Section 4, Twp. 128-
Rge. 34E, Lea County, New Mexico

Gentlemen:

Ve are enclosing one approved copy o” the Termination
Agreement. {or the East Bagley Unit, which was ap~roved by
the Conr: .zsioner of Public Lands December 1, 1958.

This terminatior shall be affective as of November
21, 1958 as set forth ‘n the Termination Agreemern:..

Very truly yours,
MIRRAY E. MORGAN,
Commissioner 6f Public Lands

BY:

Ted Bilberry, Supervisor

<1l and Gas Division
MEM /MMR /m

cc: OCC-Santa Fe



April 7, 1955 J

Seaboard 011 Cempany
408 White Building
Reswell, Nev Mexico

Res EAST BAGLEY UNIT AGREEMENT
Lea County, Kew Maxioce

Sec. 4, 8, 9, T-12-8, R-34-E.

Gentl emens

We acknewledge receipt of the above captioned
Unit Agresment together with your remittance of $15.00 te
cover the filing fee.

Flease be advised that we have appreved this

Unit Agreement and our efficial receipt No. 78835 for the
filing fee vas mailed to you the later part of Kovember 1954.

Your appreved oepies of this Unit Agreement were
preperly executed by this Commission and given to Mr, Mason

on April 5, 1955.

Very truly yours,

E. S. WALKER
COMMISSIONER OF PUHLIC LARDS

cc 0i1 Censervation Cormissioen v
Sante Fe, Yeu Mexice

United States Geoclegical Survey
Roswell, New Mexioce

RTT/t
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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

November 2, 1954

Mr. Clarence Hinkle

Hervey, Low and Hinkle

First National Bank Building

RUSAELL - N M

Dear HMr. Hinkle:

Through your application and letier received yesterday,
the following cases have been added to the docket for the
November 17 nearing, and advertisements have beem issued
for publication in the Sznta Fe and Hobbs papars:

Case 794: Sunray Oil Corporation's East
Bagley Unit Agreement

Case 7953 Continental (1l Company's Williams
Ranch Unit Agreement

A copy of the notice of publication is attached.

Very truly yours,

OIL CONSERVATION CQOMMISSION

NE-

WBM:nr For W. B« Macey, Secretary-Directer
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Mr. W. B. Macey

Executive Secretary

New Mexico 0il Conservation Commission
Santa Fe, New Mexico

Re: Easf Bagley Unit Agreement
Dear Mr. Macey: |

We are in the process of preparing a unit agreement and appli-
cations for approval of the same by the Conservation Commission
and by the Commissioner of Public Lands; however, due to the
mimeographing work which has to be performed and delay in having
the application to the Commission signed; it will probably be
the latter part of next week before we can get the application
to you; however, we would like, if possible, for you to include
in your docket for the regular November hearings, the application
which 1s to be filed and public notice of the hearing in suffi-
cient time to be heard at the regular November hearing. For
your information, in setting up the docket and publishing notice,
this is to be the application of the Sunray 0il Corporation for
approval of the East Bagley Unit Agreement embraci the S% Sec-
tion 4, EX Section 5, All Section 9, T. 12 S., R. 34 E., N.M.P.M.,
Lea County, New Mexico, 1230 acres, all of which are state lands.
The Sunray 0il Corporation 1s to be the operator and a test
well is to be commenced in the SELNW: Section 9 within 60 days
from the time of the approval of the unit, and drilled to a depth
sufficient to test the Devonian formation.

Should there be any additional information you need to get up
the notice for publication, please call me collect LD 3.

Yours very truly,

EY A\NDOW & HINKLE




BEFORE THE OIL CONSERVATION COMMISSION
STATE QOF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE Ol1L CONSERVATION
COMMISSION OF NEW MEXICO POR THE
PURPOSE OF CONSIDERING:

CASE NO. 794

THE APPLICATION OF SUNRAY OIL

CORPORATION FOR APPROVAL OF THE

EAST BAGLEY UNIT AGREEMENT

EMBRACING 1,280 ACRES, MORE OR

LESS, LEA COUNTY, NEW MEXICO,

gI'I‘!:I%NMTOHNSHlP 12 S., RANGE 34 Z=.,
!H. L] L )

New Mexico 0il Conservation Commlssion
Santa Fe, New Hexico

Comes the undersigned, the Sunray 011 Corporation, with offices
at Tulsa, Oklahoma, and files herewith thxee copies of the proposed
Unit Agreement for the Development anxi Operation of the Eaast Bagley
Unit Area, Lea County, New Mexico, and hereby makes application for
the approval of said Unit Agreement as provided by law, and in sup-
port thereof, shows:

1. That the proposed unit area covered by saild agreement embra-
ces 1,280 acres, more or less, more particularly described as follows:

NEW MEXICO PRINCIPAL MERIDIAN, NEW MEXICO

T, 12 S., R. 34 E,

Sec. 4: 8
Sec. 8: E
Sec. 9: All

2. That the lands embraced within the proposed unit area are all
State lands.

3. That applicant is informed and believes, and upon such infor-
mation and bellef, states: That the proposed unit area covers a sub-
stantial part of all of the geolosgical features involved, and in the
event of the discovery of oll or gas thereon, that sald unit agreement
will permit the producing drea to be developed and operated in the
interest of conservation and the prevention of waste of the unitisged
substances.

4, 'That the Sunray 01l Corporation 1s designated as unit operator

in said unit agreement, and ags gsuch iz given authority under the terms



thereof to carry on all operations neceisary for the development and
operation of the unit area for oil and gas, subject to all applicable
laws and regulations. That saild unit agreement provides for the com-
mencement of a test well for oil and gas upon some part of the lands
embraced in the unit area within 60 days from the effective date of
sald unit agreement and for the drilling thereof with due diligence,
to a depth sufficient to test the Devonian formation or to such a
depth as unitiged substances shall be discovered in paying quantities
if at a lesser depth; provided, however, operator is not required in
any event to drill sald well to a depth in excess of 13,500 feet.

5. That said unit agreement is in substantially the same form
as unit agreements heretofore approved by the Commissioner of Public
Lands of the State of New Mexico and by the New Mexico 0il Conserva-
tion Commission, and it is believed that in the event oil or gas in
paying quantities 1is discovered on the lands within the unit area,
that the field or area can be developed more economically and effi-
clently under the terms of sald agreement, to the end that the maxi-
mum recovery will be obtained, and that said unit agreement is in the
interest of the conservation of oil and gas and the prevention of
waste as contemplated by the New Mexico Oil Conservation Commission
statutes.

6. That application is being made for the approval of said unit
agreement by the Commissioner of Public Lands of the State of New Mexico.

7. That upon an order being entered by the New Mexico 0il Con-
servation Commiasion approving said unit agreement and after approval
thereof by the Commissioner of Public Lands of the State of New Mexico,
an approved copy thereof will be filed with the New Mexico 011 Con-
servation Commission.

WHEREFORE, the undersigned appllcant respectfully requests that
a public hearing be held on the matter of the approval of sald unit
agreement and that upon sald hearing, sald unit agreement de approved
by the New Mexico 0il Conservation Commission as being In the interest



of conservation and prevention of waste.

DATED this the &

day of

» 1954,

Respectfully submitted, |
SUNRAY OIL CORFORATION /f"'f

]

?

~vuthorized Sienathre



Geclogical Jegport

5. oAGLLY UNIT

Lea County, uJeu Jexico



L .The_proposed “ast _,%ley Unit, Lea County,
Hew lMexico is 3 result of seismic work dome for
Seabogrd 0il Corpany and Sunray 0il Corporaticn
under 1y supervision,

The enclosed saisric map on ths Devonian
horizon is a trues and correct recresentation of
the work done,

It is my recormendation ohat a well be
Jriiled or this information, to .e located in the
55 of the ¥ of sechbion 7, T.128,, Helli,, and
drilled to a depth of abcut 13,500 or suificient
to tost thae Devoniai,

saspectiwlly subrdited

&

9 Qo P Ay rea—

Sl

Clarence Syjfes, . Jr. varl Regars{

District Géologist  Dlistrict luologist

Sunray 011 Corp. Seaboard 711 Corpany
Hov, &, 193



OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

Novenmber 23, 1254

tr. Clarsnce Hinkle, Attormey
liervay, Dow and Hinkle

Firstu Kational Bank Building
ROSWELL, NEW MEXICO

Dear Mr. Hinkle:
In vehalf of your clients, we sznclose the icllowing crders:
Order k=541 in Case 718 (E. G. Roduan)

Jrder ©-550 in Case 794 (Sunray Oil Corporation's
East Bagley nit igreement)

Order R-551 in Case 795 (Continental Oil Company's
Williams Ranch Unit Agreement)

You will note that we have givan you signed copies of the
two unit agreesment oxders for completion of the records in
these cases.

I also want to thank you for submitting the propesed orders
in aach of ths cases you handled. As you know, when these follow

our style and intention closely, as yours always do, it speeds
up the signing procedure considerably.

Sincerely,

Ws Be Macey
WBM:nr

Encl. (3)
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Feurubry »i, 1958
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REGISTERED MAIL

cunray Midecontinest U1l Cumpany
P. G. Box 2339
fulse &, Ghle:cme

|
ae: Esav_Begley Unit v

Tsa County, Nov Hexico

T4 terms of ssction 16 of iie Zast Bagley Unit agree-
ment, s.Ate At Lie unlt s:all resmin in sffect so lomg e
apitized 2ubsiances can be produce: io paylag sumntities.

Junrey Aid-Comptinsat Ull Juspeny, cperator of e ubis,
Ave stated tomn tie well will saver pay ouil, After s udying
1.8 prodvuctiuvn record ot; tils vell, It 18 appareat it is not
2&32’5 arA producing in paying juanti:les.!

Tharefure, tote office is giving yuu L.irty amys notice
Lo sfov CRUSE viy tils Uit suould aut De Lerainated effective
as of Naren )9, 1’”0

Yery iruly yours,
SRHBAY =, MOGAK,
Comaisdioner of Public lacd:s

N

Ted Bi)berry, supsrvisu
&1l apd Oas Division

M /DR

cc: P Allips Pet o enboare 01l Co.
Barslesville, Jkia. Vailss, ‘exas
Guif <1l Curp. Tidevater Assccistion Gil Co.
Fort  ofta, lexss Tulsa, Ckis.
rumble i il ¥ seficiog Co. warpen Fel. Lorp. -
Sousion, Texas dousten, Texas ‘

lLLEG I BLE Magoolin Pet. Co. 5311 Sonservelicn uw..;m/

Dallas 1, Texas -anta Fe, Bev Mexico



FORM 197 SUNRAY

SUNRAY MID-CONTINENT OIL COMPANY o"'" !
P. 0. BOX 2089
TULSA, OKLAHOMA

Merch 3, 1956

#e:  East Bagley Umit,
3? 8.0. ‘, ﬁ mc 3,
All Bee. 9-125-34%,
Lea County, New Nexico
Mr. Murrey 5. Morgan, RM7-POL2 MeR/R1/58
Commissiomer of Fublic lLands,
Etate land Office,

Santa Pe, New Nexico

Your Re: Usii Pivision

bear Bir:

I reply 1o your letter of Pebruary 20, 1958, in regard to
the inst Dmgiey Unit in Lea County, Nev Mexieo, advising Suarey Mid-
Continent 01 Company and other perticipsnts in said wait of & Y-day
notice %0 show csuse Wy this unit showld not ds terminmied effective
March 19, 1958.

¥We wish %o sdviss Sunray Mid-Continment 01l Company, as
operstor, and the oither partizipants im safd unit, sewely Phillipe
retrolsws Company, Quif 011 Corporstiem, idmble Oi1 & Befining Company,
Magnalis Petroleus Compaxy, Sesdoard Oil Company, Tidewster ‘ssoeisted
0il Company, and Werrez Fetrolews Company (mew Gulf 01} siom)
‘““demlfmmht“ x.o’*m’W’
Texas, subject to his drilling & 10,30’ Fendsylvanisa test well ou
sald wmit,

s cperator of the Imst Bagley Uait in lLes County, laviluiee,
Snwmﬂ-cnumt is {n the prosess of preparing & Farsout
for Mr. O'Beill's scceptangs. Y¥e are of the opinion the proposed test
well sbould be commenced Wy Mr. O'Reiil within thirty days frem this

dats.
Very truly yowrs,
diga . Fo F TRRGRD
Vi /1ég 1. W. Pilkingten

Division Landmen
CC: Ceadoard Uil Compeny
¥.0.Box 152, Midiand, Texes
Att: My, .. K, m

agnolis Fetroiews Co.
:.G.lﬂ &’ w, B.K.

Att: Mr, &. P. Bammifin
Seabosrd 011 Cempany

Continental Bldg., Dallas;, Teuss
A¢t: M. E. H. Vatkins

Warren Fetroleum Corp.,
Bouston, Texas

Wagnolin Fetrelsum Co.,
Dallas 1, Teuns

/011 Conservation Commission

Benta e, Hev Mexico



FORM 197 SUNRAY

Mr., Murrsy E. Morgan

SUNRAY MID-CONTINENT OIL COMPANY
P. O. BOX 2039

-2-
3/3/58

L4

Fhillips Petroleum Company
Fe O, I m’ w’ RN,
At Mr. H, B. Northiagton

¥hillips Fetrolsus Company
Fo O, Box 791, Hidland, Texss
2ttt M, C. F. Kellsr

Fhillips Fetroleum Company
Wrtlesville, Oklabomm
Att: Mr. Jimmie Sneed

Bumble 0!l and Refiniag Co.,
F. 0. Bex m' gﬂml, KK,
Attty dMr. H, M. fichmrdscn

Bumble Oi) and hefining Co.,
Rouston, Texss

TULSA. OKLAHOMA

COPY

Tidewater issocimted 01l Ceo.
F.0.Pom 972, Roswell, New Maxico
‘et Mr. K, C. Powless

Tidewvater Agsociated 01l Co,
¥. 0. Box T31, Teuisa, Oklshoms
et Mr, J. Q. S8mell

ulf G041 Corporstise,
F. 0. Box 669, Roswell, ¥.¥.
Att: M. 5. R, Cavin

Gulr Uil Coryp.,
Fort Worth, Texas
&tt: F. E. Curtis, Jr.



CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
OF UNIT AGREEMENT FOR DEVELOPMENT AND OPERATION
OF EAST BAGLEY UNIT AREA, LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, an agreement
for the development and operation of the East Bagley Unit Area, Lea
County, New Mexico, dated the 7 day of _/f¢eewmn/1954, in which
the Sunray 0il Corporation is designated as Operator, and which has
been executed by various parties owning and holding oil and gas leases
embracing lands within the unit area, and upon examination of said
Agreement, the Commissioner finds:

(a) That such Agreement will tend to promote the conservation
of oil and gas and the better unitization of reservoir
energy in said field:

(b) That under the operations proposed, the State will receive
its fair share of the recoverable oil or gas in place under
its land in the area affected;

(c) That the Agreement is in other respects for the best interest
of the State;

(d) That the Agreement provides for the unit operation of the
field, for the allocation of precduction, and the sharing of
proceeds from a part of the area covered by the Agreement
on an acreage basis as specified in the Agreement.

NOW THEREFORE, by virtue of the authority conferred upon me by
the Laws of the State of New Mexico, I, the undersigned Commissioner
of Public Lands of the State of New Mexico, for the purpose of more
properly conserving the oil and gas resources of the State, do hereby
consent to and approve the above referred to East Bagley Unit Agreement
as to the lands of the State of New Mexico committed thereto, and all
0il and gas leases embracing lands of the State of New Mexico committed
to said Agreement shall be and the same are hereby amended so that
the provisions thereof will conform to the provisions of said Unit
Agreement and so that the length of the secondary term of each such
lease as to the lands within the unit area will be extended, insofar
as necessary, to coincide with the terms of said Unit Agreement, and
in the event the term of said Unit Agreement shall be extended as
provided therein such extension shall also be effective to extend the
term of each oil and gas lease embracing lands of the State of New
Mexico committed to said Unit Agreement which would otherwise expire,
so as to coincide with the extended term of such Unit Agreement.

IN WITNESS WHEREOF, thjs certificate of approval is executed as
of this the ,jﬁ day of ffﬁnAlg , 19585

Commissioner of ‘Public Lands of the
State of New Mexico.



UNIT AGREEMENT TRM4 ~EX4
FOR THE DEVELOPMENT AND OPERATION OF THE
EAST BAGLEY UNIT
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the =é;¢gLﬁay of
{(." . P '1 '

, 1954, by and between the parties subscrib-
ing, ratifying or consenting hereto, and herein referred to
as the M"parties hereto",

WITNESSETH:

WHEREAS, the parties hereto are the owners of working,
royalty or other oil or gas interests in the unit area sub-
ject to this agreement; and

WHEREAS, the Commissioner of Public Lands of the State
of New Mexico (hereinafter referred to as "Commissioner™)
is authorized by an Act of the Legislature (Sec. 3, Chap.
88, Laws 1943) as amended by Sec. 1 of Chapter 162, Laws
of 1951, to consent to and approve the develcpment or oper-
ation of State lands under agreements made by lessees of
State land jointly or severally with other lessees where
such agreements provide for the unit operation or develop-
ment of part of or all of any oil or gas pool, field or
area; and

WHEREAS, the Commissioner of Public Lands of the State
of New Mexico isnauthorized by an Act of the Legislature
(Sec, i, Chapter-162, Laws of 1951) to amend with the
approval of lessée, any oil and gas lease embracing State
lands so that the length of the term of said lease may coin-
cide with the t;rm of such agreements for the unit oper-
apion and development of part of or all of any oil or gas
pool, field or area; and

WHEREAS, the 0il Conservation Commission of the State



of New Mexico (hereinafter referred to as the "Commission")
is authorized by an Act of the Legislature (Chap. 72, Laws
1935) to approve this agreement and the conservatioh pro-
visions hereof} and

WHEREAS, the parties hereto hold sufficient interests
in the East Bagley Unit Area covering the land hereinafter
described to give reasonably effective control of opera-
tions therein; and

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

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

1. UNIT AREA., The following described land is hereby

designated and recognized as constituting the unit area:

NEW MEXICO PRINCIPAL MERIDIAN, NEW MEXICO
T. 12 S., Ro 34 E., Lea County

Sec. Lt S 1/2
Sec, 8: E 1/2
Sec. 9: All
containing 1,280 acres, more or less.
Exhibit "A" attached hereto is a map showing the unit
area and the boundaries and identity of tracts and leases
in said area to the extent known to the Unit Operator. Ex-

hibit "B" attached hereto is a schedule showing to the ex-

tent known to the Unit Operator the acreage, percentage and

Yy



kind of ownership of o0il and gas interests in all lands

in the unit area. However, nothing herein or in said
schedule or map shall be construed as a representation by
any party hereto as to the ownership of any interest

other than such interest or interests as are shown in said
map or schedule as owned by such party. Exhibits "A" and
"B" shall be revised by the Unit Operator whenever changes
in ownership in the unit area render such revision neces-
sarye.

A1l land committed to this agreement shall constitute
land referred to herein as "unitized land™ or "land sub-
ject to this agreement™.

2. UNITIZED SUBSTANCES. All oil, gas, natural gaso-
line and associated fluid hydrocarbons in any and all forma-
tions of the unitized land are unitized under the terms of
this agreement and herin are called "unitized substances",

3. UNIT OPERATOR. Sunray Oil Corporation is hereby
designated as Unit Operator and by signature hereto commits
to this agreement all interests in unitized substances
vested in it as set forth in Exhibit "B", and agrees and
consents to accept the duties and obligations of Unit Opera-
tor for the discovery, development and production of uni=-
tized substances as herein provided. Whenever reference is
made herein to the Unit Operator, such reference means the
Unit Operator acting in that capacity and not as an owner
of interests in unitized substances, and the term "working
interest owner" when used herein shall include or refer to
Unit Operator as the owner of a working interest when such

an interest is owned by it.

“3-



4. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit
Operator shall have the right to resign at any time but
such resignation shall not become effective until a suc-
cessor Unit Operator has been selected and approved in the
manner provided for in Article 5 of this agreement. The
resignation of the Unit Operator shall not release the Unit
Operator from any liability or any default by it hereun-
der occurring prior to the effective date of its resigna-
tion.

Unit Operator may, upon default or failure in the
performance of its duties or obligations hereunder, be sub-
ject to removal by the same percentage vote of the owners
of working interests determined in like manner as herein
provided for the selection of a new Unit Operator. Such
removal shall be effective upon notice thereof to the Com-
missioner.

The resignation or removal of the Unit Operator under
this agreement shall not terminate his right, title or
interest as the owner of a working interest or other inter-
est in unitized substances, but upon the resignation or
removal of Unit Operator becoming effective, such Unit Oper-
ator becoming effective, such Unit Operator shall deliver
possession of all equipment, materials and appurenances used
in conducting the unit operations and owned by the working
interest owners to the new duly qualified successor Unit
Operator or to the owners thereof if no such new Unit Opera-
tor is elected, to be used for the purpose of conducting
unit operations hereunder. Nothing herein shall be construed
as authorizing removal of any material, equipment and appur-

enances needed for the preservation of any wells,

)



5. SUCCESSCR UNIT OPERATOR. Whenever the Unit Opera-
tor shall resign as Unit Operator or shall be removed as
hereinabove provided, the owners of the working interests
according to their respective acreage interests in all
unitized land shall by a majority vote select a successor
Unit Operator; provided that, if a majority but less than
65 per cent of the working interests qualified to vote is
owned by one party to this agreement, a concurring vote of
sufficient additional parties, so as to constitute in the
aggregate not less than 65 per cent of the total working
interests, shall be required to select a new 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 Commissioner. If no suc-
cessor Unit Operator is selected and qualified as herein
provided, the Commissioner at his election may declare this
unit agreement terminated.

6. ACCOUNTING PROVISIONS. The Unit Operator shall
pay in the first instance all costs and expenses incurred
in conducting unit operations hereunder and such costs and
expenses and the working interest benefits accruing here-
under shall be apportioned among the owners of the unitized
working interests in accordance with an operating agreement
by and between the Unit Operator and the cther owners of
such interests, whether one or more, separately or collec-
tively. Any agreement or agreements entered into between
the working interest owners and the Unit Operator as pro-
vided in this article, whether one or more, are herein re-

ferred to as the "Operating Agreement". No such agreement
-5



shall be deemed either to modify any of the terms and con-
ditions 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 inconsistencies or con-
flict between this unit agreement and the operating agree-
ment, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except
as otherwise specifically provided herein, the exclusive
right, privilege and duty of exercising any and all rights
of the parties hereto which are necessary or convenient for
prospecting for, producing, storing, allccating and distri-
buting the unitized substances are hereby delegated to and
shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title to said rights shall be deposi-
ted with said Unit Operator and, together with this agree-
ment, shall constitute and define the rights, privileges and
obligations of Unit Operator. Nothing herein, however, shall
be construed to transfer title to any land or to any lease
or operating agreement, it being understood that under this
agreement the Unit Operator, in its capacity as Unit Oper-
ator, shall exercise the rights of possession and use vested
in the parties hereto only for the purposes herein specified.

8. DRILLING TO DISCOVERY. Within 60 days after the
effective date hereof, the Unit Operator shall commence
operations upon an adequate test well for oil and gas upon
some part of the lands embraced within the unit area and
shall drill said well with due diligence to a depth suffi-
cient to test the Devonian formation or to such a depth as
unitized substances shall be discovered in paying quanti-

ties at a lesser depth or until it shall, in the opinion of
Ao



the Unit Operator, be determined that the further drilling
of said well shall be unwarranted or impracticable; provi-
ded, however, that Unit Operator shall not, in any event,
be required to drill said well to a depth in excess of
13,500 feet., Until a discovery of a deposit of unitized
substances capable of being produced in paying quantities,
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 substances in
paying quantities is completed to the satisfaction of the
Commissioner, or until it is reasonably proven to the satis-
faction of the Unit Operator that the unitized land is in-
capable of producing unitized substances in paying quanti-
ties in the formations drilled hereunder.

Any well commenced prior to the effective date of this
agreement upon the unit area and drilled to the depth pro-
vided herein for the drilling of an initial test well shall
be considered as complying with the drilling requirements
hereof with respect to the initial well. The Commissioner
may modify the drilling requirements of this section by
granting reasonable extensions of time when in his opinion
such action is warranted. Failure to comply with the drill-
ing provisions of this article shall automatically terminate
this agreement as to all its terms, conditions and provisions
and all rights, privileges and obligations granted by this
unit agreement shall cease and terminate as of the date of
any such default.

9. PARTICIPATION AFTER DISCOVERY. Upon completion of

a well capable of producing unitized substances in paying

e



quantities, the owners of working interests chall parti-
cipate in the production therefrom and in all other pro-
ducing wells which may be drilled pursuant hereto in the
proportions that their respective leasehold interests covered
hereby on an acreage basis bears to the total number of

acres committed to this unit agreement, and such unitized
substances shall be deemed to have been produced from the
respective leasehold interests participating therein. For
the purpose of determining any benefits accruing under this
agreement and the distribution of the royalties payable to

the State of New Mexico, each separate lease shall have
allocated to it such percentage of said production as the
number of acres in each lease respectively committed to this
agreement bears to the total number of acres committed hereto.
Notwithstanding any provision contained herein to the
contrary, each working interest owner shall have the right to
take such owner's proportionate share of the unitized sub-
stances in kind or to personally sell or dispose of the same,
and nothing herein contained shall be construed as giving or
granting to the Unit Operator the right to sell or otherwise
dispose of the proportionate share of any working interest
owner without specific authorization from time to time so
to do.

10. ALLOCATION OF PRODUCTION. All unitized substances
produced from each tract in the unitized area established
under this agreement, except any part thereof used for pro-
duction or development purposes hereunder, or unavoidably
lost, shall be deemed to be produced equally on an acreage
basis from the several tracts of the unitized land, and for

the purpose of determining any benefits that accrue on an
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acreage basis, each such tract shall have allocated to it
such percentage of said production as its area bears to the
entire unitized area. It is hereby agreed that production
of unitized substances from the unitized area shall be
allocated as provided herein, regardless of whether any wells
are drilled on any particular tract of said unitized area.

11. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES.
A1l rentals due the State of New Mexico shall be paid by the
respective lease owners in accordance with the terms of their
leases.

A1l royalties due the State of New Mexico under the
terms of the leases committed to this agreement shall be com-
puted and paid on the basis of all unitized substances allo-
cated to the respective leases committed hereto; provided,
however, the State shall be entitled to take in kind its
share of the unitized substances allocated to the respective
leases, and in such case the Unit Operator shall make delivw
eries of such royalty o0il in accordance with the terms of
the respective leases.

If the Unit Operator introduces gas obtained from sources
other than the unitized substances into any producing forma-
tion for the purpose of repressuring, stimulating or increas-
ing the ultimate recovery of unitized substances therefrom,

a like amount of gas, if available, with due allowance for
loss or depletion from any cause may be withdrawn from the
formation into which the gas was introduced royalty free as
to dry gas but not as to the products extracted therefrom;
provided, that such wit hdrawal shall be at such time as may
be provided in a plan of operations consented to by the Com-

missioner and approved by the Commission as conforming to



good petroleum engineering practice; and provided further,
that such right of withdrawal shall terminate on the termi-
nation of this unit agreement.

If any lease committed hereto is burdened with an over-
riding royalty, payment out of production orcther charge in
addition to the usual royalty, the owner of each such lease
shall bear and assume the same out of the unitized substances
allocated to the lands embraced in each such lease as pro-
vided herein.

12, LEASES AND CONTRACTS CONFORMED AND EXTENDED IN-
SOFAR AS THEY APPLY TO LANDS WITHIN THE UNITIZED AREA. The
terms, conditions and provisions of all leases, sub-leases,
operating agreements and other contracts relating to the
exploration, drilling development or operation for oil or
gas of the lands committed to this agreement, shall, upon
approval hereof by the Commissioner be and the same are here-
by expressly modified and amended insofar as they apply to
lands within the unitized area to the extent necessary to
make the same conform to the provisions hereof and so that
the length of the secondary term as to lands within such
area will be extended insofar as necessary to coincide with
the term of this agreement and the approval of this agree-
ment by the Commissioner and the lessee shall, without fur-
ther action of the Commissioner or the lessee, be effective
to conform the provisions and extend the term of each such
lease as to lands within the unitized area to the provi-
sions and terms of this agreement; but otherwise to remain
in full force and effect. Each lease committed to this
agreement, insofar as it applies to lands within the uniti-

zed area, shall continue in force beyond the term provided

TN



therein so long as this agreement remains in effect, pro-
vided, drilling operations upon the initial test well pro-
vided for herein shall have been commenced or said well is
in the process of being drilled by the Unit Operator prior
to the expiration of the shortest term lease committed to
this agreement. Termination of this agreement shall not
affect any lease which pursuant to the terms thereof or any
applicable laws shall continue in full force and effect
thereafter. The commencement, completion, operation or
production of a well on any part of the unit area shall be
respectively construed and considered as the commencement
or completion or operation or production of a well within
the terms and provisions of each of the oil and gas leases
to the same extent as though such commencement, completion,
operation or production was carried on, conducted and/or
obtained from any such leased tract.

Any lease having only a portion of its lands committed
hereto shall be segregated as to the portion committed and
to the portion not committed, and the terms of such lease
shall apply separately to such segregated portions commen-
cing as of the effective date hereof. Notwithstanding any
of the provisions of this agreement to the contrary, any
lease embracing lands of the State of New Mexico having only
a portion of its lands committed hereto shall continue in
full force and effect beyond the term provided therein as to
all lands embraced in such lease, if unitized substances are
discovered and are capable of being produced in paying quan-
tities from some part of the lands embraced in such lease
committed to this agreement at the expiration of the secondary
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term of such leasej or if, at the expiration of the secon-
dary term, the lessee or the Unit Operator is then engaged
in bona fide drilling or reworking operations on some part
of the lands embraced in such lease, the same as to all
lands embraced therein shall remain in full force and effect
so long as such operations are being diligently prosecuted,
and if they result in the production of unitized substances,
said lease shall continue in full force and effect as to
all of the lands embraced therein, so long thereafter as
unitized substances in paying quantities are being produced
from any portion of said lands.

13. CONSERVATION. Operations hereunder and production
of unitized substances shall be conducted to provide for the
most economical and efficient recovery of said substances
without waste, as defined by or pursuant to State laws or
regulation.

14. DRAINAGE. The Unit Operator shall take approp-
riate and adequate measures to prevent drainage of unitized
substances from unitized lands by wells on land not subject
to this agreement.

15. COVENANTS RUN WITH LAND. The covenants herein
shall be construed to be covenants running with the land with
respect to the interests of the parties hereto and their
successors in interest until this agreement terminates, and
any grant, transfer or conveyance, of interest in land or
leases subject hereto shall be and hereby is conditioned
upon the assumption of all privileges and obligations here-
under by the grantee, transferee, or other successor in
interest. No assignment or transfer of any working, royalty

or other interest subject hereto shall be binding upon Unit
R



Operator until the first day of the calendar month after
Unit Operator is furnished with the original, photostatic
or certified copy of the instrument of transfer.

16. EFFECTIVE DATE AND TERM. This agreement shall
become effective upon approval by the Commissioner and
shall terminate in two years after such date unless (a) such
date of expiration is extended by the Commissioner, or (b)
a valuable discovery of unitized substances has been made on
unitized land during said initial term or any extension
thereof in which case this agreement shall remain in effect
so long as unitized substances can be produced from the
unitized land in paying quantities, and, should production
cease, so long thereafter as diligent operations are in
progress for the restoration of production or discovery of
new preoduction and so long thereafter as the unitized sub-
stances so discovered can be produced as aforesaid. This
agreement may be terminated at any time by not less than 65
per cent on an acreage basis of the owners of the working
interests signatory hereto with the approval of the Com-
missioner. Likewise, as provided in Article & hereof, the
failure to comply with the drilling provisions of this unit
agreement shall as of the date of any such default, auto-
matically terminate this unit agreement.

17. RATE OF PRODUCTION. All production and the dis-
posal thereof shall be in conformity with allocations, allot-
ments and quotas made or fixed by the Commission and in con-
formity with all applicable laws and lawful regulations.

18. APPEARANCES. Unit Operator shall, after notice to
other parties affected, have the right to appear for and on
behalf of any and all interests affected hereby before the

-13-



Commissioner of Public Lands and the New Mexico Oil Con-
servation Commission and to appeal from orders issued under

the regulations of the Commissioner or Commission or to

apply for relief from any of said regulations or in any pro-
ceedings relative to operations pending before the Commis-

ioner or Commission; provided, however, that any other interested
party shall also have the right at his own expense to appear

and to participate in any such proceeding.

19. NOTICES. All notices, demands or statements re-
quired hereunder to be given or rendered to the parties here-
to shall be deemed fully given,if given in writing and per-
sonally delivered to the party or sent by postpaid registered
mail, addressed to such party or parties at their respective
addresses set forth in connection with the signatures hereto
or to the ratification or consent hereof or to such other
address as any such party may have furnished in writing to
party sending the notice, demand or statement.

20, UNAVOIDABLE DELAY. All obligations under this agree-
ment requiring the Unit Operator to commence or continue drill-
ing or to operate on or produce unitized substances from any
of the lands covered by this agreement shall be suspended
while, but only so long as, the Unit Operator, despite the
exercise of due care and diligence, is prevented from com-
plying with such obligations, in whole or in part, by strikes,
war, acts of God, Federal, State or municipal law or agen-
cies, unavoidable accidents, uncontrollable delays in trans-
portation, inability to obtain necessary materials in open
market, or other matters beyond the reasonable controll of
the Unit Operator whether similar to matters herein enumerated

or not.



21, 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 the Unit
Agreement so that such tract is not committed to this agree-
ment or the operation thereof hereunder becomes impractica-
ble as a result thereof, such tract may be eliminated from
the unitized area, and the interest of the parties readjusted
as a result of such tract being eliminated from the unitized
area. In the event of a dispute as to the title to any
royalty, working or other interest subject hereto, the Unit
Operator may withhold payment or delivery of the allocated
portion of the unitized substances involved on account thereof
without liability for interest until the dispute is finally
settled, provided that no payments of funds due the State of
New Mexico shall be withheld. Unit Operator as such is re-
lieved from any responsibility for any defect or failure of
any title hereunder.

22. SUBSEQUENT JOINDER. Any oil or gas interest in
lands within the unit area not committed hereto prior to the
submission of this agreement for final approval either by
the Commission or Commissioner may be committed hereto by
the owner or owners of such rights subscribing or consent-
ing to this agreement or executing a ratification thereof,
and if such owner is also a working interest owner, by sub-
scribing to the operating agreement providing for the allo-
cation of costs of exploration, development and operation.
After operations are commenced hereunder, the right of sub-~
sequent joinder by a working interest owner shall be subject
to all of the requirements of any applicable operating agree-

ment between the working interest owners relative to the



allocation of costs of exploration, development and opera-
tion. A subsequent joinder shall be effective as of the
first day of the month following the filing with the Com-
missioner and the Commission of duly executed counterparts

of the instrument or instruments committing the interest of
such owner to this agreement, but such joining party or par-
ties before participating in any benefits hereunder shall be
required to assume and pay to Unit Operator their proportion-
ate share of the unit expense incurred prior to such party's
or parties' joinder in the Unit Agreement, and the Unit Oper-
ator shall make appropriate adjustments caused by such join-
der, without any retroactive adjustment of revenue.

23. COUNTERPARTS. This agreement may be executed in
any number of counterparts, no one of which needs to be exe-
cuted by all parties or may be ratified or consented to by
separate instrument in writing specifically referring hereto,
and shall be binding upon all those parties who have executed
such a counterpart, ratification or consent hereto with the
same force and effect as if all such parties had signed the
same document and regardless of whether or not it is execu-
ted by all other parties owning or claiming an interest in
the lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties hereto have

caused this agreement to be executed as of the respective | APPROVED

Land
* 1 3 Leagl R
dates set opposite their signatures. Pmd%

SUNRAY OIL CORPORATION [Accoun

ATTEST . Ve yd Ennimer!

Pt oo : By . A" 1
/;7‘ JUEEERCE P = =
Lt WW, R Rt . Yige. President

ASSI*T Secre%ary Address: P. 0. Rox 2039
Tulsa. Oklahnmn

. Date S 2o 8y

UNIT OPERATOR AND WORKING
INTEREST OWNER

1A



GULF OIL .CORPQRATION

ATTEST: ,
' By ‘ a~ 17} P9
Assistant Secretary y m rfpars Vice 'Fresidenl =2
T —t e Address:P. 0. Drdwer 1290 Ei
Date: S =/~ S o Fort Worth, Texas

Hmwffoﬂ REFINING COMPANY reape o k.
ATTEST : “ MY MALEY
) -2, AN P % vq\
ey, sy e [ aca

~ Kssistant Sécr‘e ary Viee Pres'dent

Address: 5 M
Date: < -/7~SJ %«6/ v%/

MAGNOLIA PETROLEUM COMPANY
ATTEST:

<D By W
Secretary - VVoear President

Address: (¥ o - Bax Fod
Date: S 257-55
ATTEST: ZQA/Vb¢{: s

Asssns.‘.A,u-.-Secr'e‘c,ar'y

Date: 3->¥-53
A

“ Vies President

istdnt Secretary

Address: 1400 Continental Bldg.

Date: DEC 22 1954 Dallas, Texas
TIDE WATER ASSOCIATED OIL COMPANY

ATTEST:

mw V.ce/??essldent

Address:f‘?g"% 7.2/

T —
Date: MAR 25 1958 e S o 4

WARREN PETRQL CORPORATION

ATTEST:
2/ Q—\“ba("MAC\ By
;- .. Secretady \ ,
Address: e, )/Muﬁ@y
Uz;\f‘ 1. '. 1:{55 e ' A: i _ V
Date: o R a: e




Billy Bert Childers
Address:

RaIph Lowe

Address:

o Lecee. i,

Je, 3 -
Al el

Taswell 5. Nearl

Address: prf;zu/ Aii;éi;

/

\~

Clpp b lig o S iy

ot ~ -7 g
lra ~F- s lia]l .
KEva F., Neal

Address: Aiholifh/ /ééﬁkf,

RO T
Chpitos e A

Ralph Nix
Address:

Address:

Address:

Magdaiene rearl ULhlilders

Address:

M & M PRODUCTION COMPANY

By

President

ATTEST:

Secretary

Address:

Frances Nix

Address:

Address:

Address:

~18-
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New Mexico
2. Lorp.

STATE OF O///@ )

)
SOUNTY OF _’é‘/ﬂMJ )

On this &/ dav of%, before me
personally appeared _ 5% - > ,

to me personally known, who being” ‘¢/ e duly sworn, did sav

thaz%?e is the Z - idents of
LTHLH Lo AL DV

and that the seal affixed to said instrument the corporate

seal of said corporation, and that said instftment was signed

and sealed in behalf of said corpo ’E;ggfgfféfiggéézzzof its

Roard of Directors, and said /4259

acknowledged said 1nstrument to be the freo;gﬁt and deed of

said corporation. -~

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
mv official seal on this, the day/igg‘year last above written.

\ N
RS \:

sz// e

Notary Pubdic

@“~,- JUNE Fasarpg

My Commission Expires:

b— [~ 17
STATE OF __ Tili5 )

)SS

COUNTY OF _ T.R2uf )

On this gﬂd' dav of 224442\ , 195 8 , before me
personally appeared, . - vy s
to me personallv known who belng bv me duly sworn, did say
that he is the _ Jice President of

Sulf il Corporation
and that the seal affixed to said instrument is the corporate
seal of said corporation, and that said instrument was signed
and sealed in behalf of said corporatlon bv authority of its
Board of Directors, and said R
acknowledged said instrument To be the “free act and deed of
said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal on this, the day and year last above
written.

My Gommission Expires:
——t s
‘;/maﬁ AR

<o~



New Mexico
2. Corp.

STATE OF TEXAS )
) SS
SOUNTY OF HARRIS )

On this /*7 dav of A22¢Kaé;éi , 1957 ;—before me
3

personally appeared _DAVID Frex=

to me personallv known, who belng by me duly sworn, did say
is the {/1c€President of

HL’:\"BLF On. o Rtx hn:‘\’t‘ LGRS "s‘p

and that the seal affixed to said instrument is the corporate

seal of said corporation, and that said instrument was signed

and sealed in behalf of said corporation by authority of its

Board of Directors, and said _DAVID FRAME

acknowledged said instrument to be the free act and deed of

said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
my official seal on this, the dav and year last above written.

IRIS BEARD

Notary Publicyorary pusuic iN AND FOR
HARRIS COUNTY, TEXAS

My Commission Expires:

vy Commission Expires June 1, 1955

STATE OF Qb tlu bn wuu )
COUNTY OF WM

On this _2¢  day of , 1954 |, before me
personally appeared, l. 0. ,
to me personallv known, who being bv me duly sworn, did say
that he is the _ Ve e President of

and that the seal affixed to said instruhent /is the corporate
seal of said corporation, and that said instrument was signed
and sealed in behalf of said corparation by authority of its

Board of Directors, and said

acknowledged said instrument to be the free act and deed of

said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal on this, the day and year last above
written.

Nadeons Shelto

Notary Public

My Commission Expires:

AZr'%?/f§7



New Mexico
2. sorp.

SS

STATE OF % g
)

SOUNTY OF:/\,Z«ZU a

On thl&é%5°z‘ davjifj%%’ oxnd , 185%¢™, before me
personally appeared e oz L ,
to me personally %%ZynCQWho being by me duly sworn, did say
that he is the President of
Tide Water Assaciated g

and That The seal affixed to ooid SnaPRRdYT is the corporate

seal of said corporation, and that said instrument was signed
and sealed in behalf of said corporati négy-zﬁggbrit of its
Board of Directors, and said Cij . ;/242
acknowledged said instrument to be €He free act and deed of
said corporation.

IN WITNESS WHEREOF, I have heretnto set my hand and affixed
my official seal on this, the dav and vear last above written.

Notary Publ%ﬁ;f\

My Commission Expires:

@(Wé/@ /952

STATE OF (ORladore )

)8s
COUNTY OF Decbaa )

On this _&o74 dav of %%fji%= , 1954 , before me
personally appeared, s
to me personally known, who.being by me dulv sworn, did say
that he is t { iee Bresident of

e seal affixgd to said instrument is the corporate
seal of s¢id corporation, and that said instrument was signed
and sealed in behalf of said corporation by authority of its
Board of Directors, and said N O.

acknowledged said 1nstrument to be the free act and deed of
said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal on this, the day and year last above
written.

&01:04 L M

Notafr Public

Mv Commission Expires:

3.4's




New Mexico
2. Corp.

STATE OF A eyad) %
JOUNTY OF Oalte )
On this _247%dav of _ Qecepter , 1954~ , before me

5SS

personally appeared J. W. Rawley
to me personally known, who being by me duly sworn, did say
that he is the l«ce _ President of

SEAECA.D 7L COMPANY
and that the seal affixed to said instrument is the corporate
seal of said corporation, and that said instrument was signed
and sealed in behalf of sald corporation by authority of its
Board of Directors, and said J. W. Rawley
acknowledged said instrument to be the free act and deed of
said corporation.

IN WITNESS WHERECF, I have heretnto set my hand and affixed
mv official seal on thls, the day and vear last above written.

PV )R giivre CZZ;¢¢O/¢Q£;a
;Notary Public

A . . . . Feomraret Conmotly
Mv Commission Expires: Kotary Puote, Dalles Gounty, Toxas

Q;&4MQAC STES
—

,//

STATE OF 7 enian) )

— )SS
COUNTY OF _“$¥4%9%a )
On this &5 daV of “{Y ‘hJuLQ\ 195 5 , before me
personally appeared R_m;nAn
to me personal]v known who being by me duly sworn, did sav
that he is the _ vie  President of

WAGNOLIA PETROLEUM CONPARY—

and that the seal affixed to said instrument is the corporate
seal of said corporation, and that said instrument was signed
and sealed in behalf of said corporation by authority of its

Board of Directors, and said Fiee,
acknowledged said instrument to be the #ree act and deed of
said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal on this, the day and year last above
written.

e Al kT8
Notaryv Public

A
\

Mv Commission Expires: GLADYS H. ¢ , Notary Public
J P b and &= Gounty, Texas

¢ -/ 58S




3 Individual
New Mexico

N ’\‘ ]
STATE OF /ietd /i 1w )
o )ss
COUNTY OF %;iqkw? )
On this %/ day of /C¢, , ;25\ before me per-

sonally appeared Sl e T neag. Bie Lo,
to me personally known to be the person N described in and whoé exe-
cuted the foregoing instrument, and acknowledged that _he%__execue
ted the same as ...~ free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and official seal
the day and year in this certificate above written.
My Commission Expires:

,‘g 3—»‘—-\&-

L, )
hirs PN Aghoa O
Notary Pubiic

STATE OF )
)ss

COUNTY OF )

On this day of s 195__, before me per-
sonally appeared ,
to me personally known to be the person __ described in and who exe-
cuted the foregoing instrument, and acknowledged that __he ___execu-
ted the same as free act and deed.

IN WITNESS WHEREQF, I have hereunder set my hand and official
seal the day and year in this certificate first above written.

My Commission Expires:

Notary Public

STATE OF )
)SS

COUNTY OF )

On this day of , 195 , before me per-
sonally appeared
to me personally known to be the person __  described in and who exe-
cuted the foregoing instrument and acknowledged that ___ he execu-
ted the same as free act and deed.

IN WITNESS WHEREQF, I have hereunto set my hand and official seal
the day and year in this certificate last &above written.

My Commission Expires:

Notary Public



EXHIBIT "A®

(Attached to and made a part of Unit Agreement for the
Development and Operation of the East Bagley Unit,
Lea County, New Mexico)



