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Subject: JNorth Knowles Unit Statement
of Progress
Case No. 1047

Order No. R-785
CERTIFIED MAIL All of Sec. 1,

RETURN RECEIPT REQUESTED Iots 1, 2, 7, 8, 9, 10, 15,
16 and SE/A4 Sec. 2,
Twp. 16S-38E.
Lea County, New Mexico

State of New Mexico
0il Conservation Commission
Santa Fe, New Mexico

Gentlemen:

Pursuant to Section 3(b) of your Order No. R-785,
Case No. 1047 dated April 6, 1956, approving the North Knowles
Unit described above, Amerada Petroleum Corporation, as Unit
Operator of said Unit, respectfully submits the following North
Knowles Unit Statement of Progress:

Name of test well: No. 1 North Knowles Unit

Location of test: Approximate Cen. Lot 10 of Sec. 1-16S-38E,
Lea County, New Mexico
Approx. 3300!' FNL and 1980' FEL of said

Sec. 1
Date spudded: March 31, 1956
Total depth: 13,368 feet
Result : Dry and abandoned on July 26, 1956

Since abandonment of this test, Amerada Petroleum Corporation,
as Unit Operator, has been conducting additional seismic exploratory
work to further evaluate the Unit area. Such evaluation has not been
completed at this time.

Yours very truly, AFPROVED

A PCL

RN Uy
FLOYD KEPLER, i* o
FK:ow Land Department. ' £22§f 9




OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

April 23, 1956

Hervey, Dow and Hinkle
First National Bank Building
Roswell, New Mexico

North Knowles Unit \

Attention: Mr. Clarence Hinkle
Re:
ea County, New Mexico

Gentlemen:

Enclosed herewith is the executed copy of the North Knowles Unit
Agreement received by this office April 6, 1956,

We have this date received a photostatic copy of the unit agreement
which we will place in our files in place of the executed copy as per your re-
quest of April 9, 1956.

Very truly yours,

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

ALP:jh
encl.
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April 20, 1956

Mr. A. L. Porter, Jr.

New Mexico 0il Conservation Commission Re: North Knowles Unit Agreement
Rox 871 Lea County, New Mexico

Santa Fe, New Mexico

Dear Mr. Porter:

Mr. Clarence Hinkle has furnished us with a copy of your letter
of April 9, 1956 addressed to him ccncerning exchanging a photocopy of
the North Knowles Unit Agreement for one of the executed typed copies in
your files.

Tn this connection we are attaching herewith a true photocopy
of that nit Agreement with the attached certificate by Floyd Kepler,
who is supervisor of our lease department: We will appreciate it very
much if you will send us one of the fully executed copies in exchange
for this so that all the participants in the unit may have an original
sxecuted copy.

Your cooperation in this matter is greatly appreciated.

Yo very truly

P
g i>';ég37 zﬁé?'
s

(/”" ohn Cornwall

JC:1hp
Encl:
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Certificate

I, FLOYD KEPLER, Supervisor of the Lease Records Department of
the Land Department of Amerada Petrocleum Corporation, do hereby certify
that the attached is a true and correct photostatic copy of a copy of the
Unit Agreement for the Development and Operation of the North Knowles Unit
Area, Lea County, New Mexicoc, dated March 1, 1956, approved April 6, 1956
by the Commissioner of Public Lands of the State of New Mexico, filed in
the offices of Amerada Petroleum Corporation in Tulsa 2, Oklshoma.

Signed this 18th day of April, 1956.

VARAL V /Fond Kepler

State of Oklahoma )
: 88
County of Tulsa )

On this 18th day of April, 1956, before me personally appeared
FLOYD KEPLER to me known to be the person described in and who executed
the foregoing instrument, and acknowledged that he executed the same as
his free act and deed.

In witness whereof, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written,

C;;72L Notary Public

My commission expires:
October 25, 1956,

jbw



UNIT AQREEMENT
FOR THRE Dmmm OPERATION
NORTH KNOWLES UNIT AREA
LEA COUNTY, NEW MEXICO
THIS AGREEMENT, entered into as of the lat day of March, 1956, by

and between the parties subseribing, ratifying or eémcntinc hereto, and
herein referred to as the parties hereto,

WITNRSSETH:

WHEREAS, the parties hereto are the owners of working, royalty or
other oil or gas interests in the unit ma subjeast to this agreewment; and

WHERRAS, the Commissioner of Public Lands of the State of New Msxico
(hereinafter referred %o as "Commissioner") is authorised by an Act of
the lLegislature (Sec. 3, Chap. 88, Laws 1543) as amended by See. 1 of
Chapter 162, Laws of 1951, (Chap. 7, Art. 11, Sees. 39, N.M. B’mtuuo 1953
Annotated), to consent to and approve the development or operation of
State lands under agreements made by lessees of State land jointly or
severally with other lessees where such agreements provide for the unit
opsration or development of part of or all of any oil or gas pool, fid
or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexioco
is authorised by an Act of the Legislature (Jec. 1, Chap. 162, Laws of
1951; Chap. 7, Art. 11, 3ea. 41 N.M, Statutes 1953 Annotated) to amend
with the approval of lessee, evidenced by the lessee's execution of sush
agreement or otherwise. any cil and gas lease emdbracing State lands so
that the length of the term of said lease may coincide with the terms of
such agreements for the unit operation and development of part of or
all of any o1l or gas pool, field or area; and

WHEREAS, the 011 Conservation Cosmission of the State of New Mexigo
(nereinafter referred to as the "Commission”) is authorised by an Aot
of the lLegislature (Chap. 72, Laws 1935; Chap. 65, Art. 3, Sec. 14
N.M. Statutes 19553 Annotated), to approve this agreement and the con-
servation provisions hereof; arnd

WHEREAS, the parties hereto hold sufficient interests in the North
Knowles Unit Area covering the land hereinafter described to give



reasonabley effeetive control of operations therein; and
WHEREAS, it is the purpose of the parties herete to censerve
natural resources, prevent waste and secure other benefits odtaimabdle
through development and operation of the area sudbjeet te this agree-
ment under the terms, oconditions and limitations herein set forth.
NOW THEREPORE, in consideration of the presises and the prymises
herein eontained, the parties hereto coammit te this agreement th;ar
respestive interests in the below defined unit area, and agree sever-
ally among themselves as follows:
1. UNIT ARERA. The following described land is hereby designated
and recognised as constituting the unit area:
NEM MEXICO PRINCIPAL MERIDIAM, NIMW MEXICO
T. 16 8., R. 38 E. Asres
Sec. 1: All lggg

Sec. 2: lotsl, 2, 7, 8, 9,
10, 15, 16, and

szt

containing 1520.00 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 knewn to the Unit Operator. Exh#it "B" attached hereto is a
schedule showing to the sxtent known to the Unit Operator the asreage,
percentage and kind of ownership of oil 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 intereat other than sush interest or interests
as are shown in said map or schedule as owned by sush party. Exhibits
"A" and "B" shall be revised by the Unit Operator whenever changes in
ownership in the unit area render such revision nesessary, or when
requested by the Commissioner of Public lands, hereinafter referred to
as "Cosmissioner".

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

2. UNITIZED SUBSTANCES. All oil, gas, natural gasoline and
assooiated fluid hydrocarbons in any and all formations of the unitized
land are unitised under the terws of this agreement and herein are
called "unitized substances”.

3. UNIT OPERATOR. Amerada Petroleum Corporation, with offices
at Tulsa, Oklahoma, 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 aceept 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 neot
as an owner of interests in unitiszed 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
owmed by 1it.

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall
have the right te resign at any time but such resignation shall not
becoms effective until a suceessor Unit Operator has been selected
and appreved in the mammer provided for in Artiele 5 of this agreemsent.
The resignation of the Unit Operator shall not release the Unit
Operator from any liabdility or any default by it hereunder occurring
prior to the effeetive date of its resignation.

Unit Operater may, uwpen default or failure in the performance
of 1ts GuSies or obligations hereunder, de sudject to remsoval by
the same pereentage vote of the owners of weorking interests dester-
wined in like wamner-as herein provided for the selection of a
new Unit Operator. Sush removal shall be effestive upon notiece
thereef to the Commissioner.

The resignmation er removal of the Unit Operator under this
agreament shall net terminate his right, title or interest as the



owner of a working interest or other interest in unitised substances,
but upon the resignation or removal of Unit Operator becoming effec-
tive, such Unit Operator shall deliver possession of all equipment,
materials and appurtenances used in condusting 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 Operator is elected, Y0 Dbe used for the purpose of conducting
unit operations hereunder. Nothing herein shall be construed as
authorizing removal of any material, esquipment and appurtenances
needed for the preservation of any wells.

5. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
resign at Unit Operator or shall be removed as hereinabove provided,
the owners of the working interests according to their respective
acreage interests indl unitized land shall by a majority voﬁc
select a2 sucoessor Unit Operator: provided that, if a majority
but less thanmventy-five (75%) percent of theworking interests
qualified to vote is owned by one rarty to this agreement, a con-
curring vote of sufficient additional parties, so as to constitute
in the aggrezate not less than seventy-five (75%) percent of the
tiotal working interests, shall be required to select a new operator.
Sueh 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 successor Unit Operator is selected and
qualified as herein provided, the Commissioner at his selection may
declare this unit agreement terminated.

5. ACCOUNTING PROVISIONS. The Unit Operatorshall 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 hereunder shall be apportioned among
the owners of the unitized working interests in accordance with

b



n
an operating agreement by and between the Unit Operator and
the other owners of suech interests, whether one or more, separately
or collectively. Any agreement or sgressents entered into between
thc working interest ewmers and the Unit Operater as provided in
this Articles, whether one or more, are herein referred to as
the "Operating Agreement”. No such agresment shall be deemed
either to modify any of the terws and cenditions of this unit
agreement or to relieve the Unit Operator of any right or obli-
gation established under this unit agreement, and in case of any
inconsistencies or conflict between this unit agreement and the
operating agreement, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as other-
wise 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, produsing,
storing, alleocating and distributing the unitigsed substances are
hereby delegated to and shall be exercised by the Unit Operator
as herein provided. Acceptadble evidenoce of title to said rights
shall be deposited with said Unit Operator, and together with
this agreement, shnll 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 agreemsnt
the Unit Operator, in its capacitys Unit Operator, shall exercise
the rights of possession and use vested in the parties hereto
only for the purpeses herein specified.

8. DRILLING TO DISCOVERY. The Unit Operator shall, on or
before April 9, 1956, commence operations upon an adequate Sest
well fOr oil and gas upon some part of the lands embraced with-
in the unit area and shall 4rill said well with due diligence to
a depth sufficient to test the Devonian formation or to such a
depth as unitiszed asubstances shall be discovered in paying quanti-
ties at a lesser depth or until it shall, in the opinion of Unit
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Opsrator. be deteruined that the further drilling of said well
shall be umwarranted or ilmpracticable; provided, however, that
Unit Operator shall not, in any event, be required to drill said
well to a depth in exocess of 12,750 feet. Until a discovery of a
deposit of unitised 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 com-
pletion of one well and the beginning of the next well, until a
well capable of producing unitized sudbatances in paying quantities
is completed to the satiasfaction of the Commissioner, or until it
is reasonmadly proven to the satisfaction of the Unit Operator that
the unitised land is incapable of producing unitised substances in
paring quantities in the formations drilled hereunder.

Any well ocommenced prior to the effective date of this agreement
upon the unit ares and drilled to the Gepth provided herein for the
drilling of an initial test well shall be oconsidered as complying
with the drilling requirements hereof with respect to the initial
well. The Cosmissioner may wodify the drilling requirements of
thie n.ction by granting reasonable extensions of time when in
his opinion such agtion is warranted. PFailure to cowmply with the
drilling provisions of this article shall automatically terainate
this agreement as to all its terms, conditions and provisions and
all rights, privileges and obligations granted by this unit agree-
mnt shall cease and teruwinate as of the date of any such default.

5. PARTICIPATION AFTER DISCOVERY. Upon cowpletion of a well
oapable of producing unitised substances in paying quantities, the
owners of working interests shall participate in the production
therefrom and in all other producing 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
nusber of acres committed to this unit agreement, and such unitised
substances shall be deemed to have been produced from the respective
leasehold interests participating therein. Jor the purpose of
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determining any benefits acoruing 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
sald production as the number of acores in each lease respectively
committed to this agreement bears to the total number of acres
committed hereto.

Notwithstanding any provision contained herein to the ocontrary,
each working interest owner shall have the right to take such
owner's proportionate share of ths unitised substances in kind or
to personally sell or dispose of the same, and nothing herein con-
tained 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 authorilation from
time to time 0 o do. l

10. ALLOCATION OF PRODUCTION. All unitised substances produced
from each tract in the unitized area established under this agree-
ment, except 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
the unitised land, and for the purpose of deteruining any benefits
that accrue on an acreage basis, each such traot shall have allo-
cated to it such percentage of said production as its area bears
to the entire unitised area. It is hereby agreed that production
of unitised substances from the unitised area shall be allocated
as provided herein, regardless of whether any wells are drilled
on any particular tract of said unitised area.

11. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES.
All rentals due the State of New Mexico shall be paid by the res-
pective lease owners in accordance with the terums of their leases.

All royalties due the 3tate of New Mexico under the terms of
the leases committed to this agreement shall be computed and paid
on the basis of all unitized subatances allocated to the respective
leases committed hereto; provided, however, the State shall be
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entitled to take in kind its share of the oil alloeated to the
respective leases, and in such oase the Unit Operatés shall
sake deliveries of such royalty oil in aseordanee with the terms
of the respective leases.

If the Unit Operator introduces gas obtained from sourees
other than the unitised substances into any producing formation for
the purpose of repressuring, stimulating or increasing the ultimate
recovery of unitised substances therefrom, a like amount of gn's,
if availadle, with due allowance for loss or dspletion 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 withdrawal shall be at
such time as may be provided in a plan of operations consented to
by the Commissioner and approved by the Commission ss conforwing
to good petroleus engineering practice: and provided further, that
such right of withdrawal shall terminate on the tersination of this
unit agreement. |

If any lease committed hereto is burdened with an overridng
royalty, payment out of production or other charge in addition to
the usual royalty, the owner of each such lease shall bear and
assume the same out of the unitised substances allocated to the
lands embraced in each such lease as provided herein.

12. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOPAR 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, 4drilling, development
or operation for oil or gas of the lands committed to this agree-
ment, shall, upon approval hereof by the Coamissioner be and the
same are hereby 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 a8 ' lands within such area will be
extended insofar as necessary to coinecide with the term of this
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agreenent and the approval of this agreement by the Commissioner
and the lessee shall, without further action of the Commissioner
or the lesgee, be effective to conform the provisions and extend
the term of each such lease as to lands within the unitized area
to the provisions 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 unitiszed area,
shall continue in foree beyond the term provided therein so long as
this agreement remains in effect, provided, drilling operations
upon the initial test well provided 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 agreemsnt. 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
cors idered as the commencement or completion or operation or pro-
duction of a well within the terms and provisions of each of the
oil and gas lesses to the same extent as though such commencement,
completion, operation or productioen was carried on, conducted on
or 6d%ained from any such leased tract.

Ay lease having only a portion of its lands committed bareto
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 S@mencing 88 of the effective date
hereof. Notwithstanding any of the provisions of this agreessnt
to the contrary, any lease embracing lands of the 3State of New
Mexico having only a poftion of its lands committed hereto shall
continue in full ferece and effect beyond the term provided therein
as to all lands embraced in such lease, if unitised substances
are discovered and are capable of being produced in paying quanti-
ties frow some part of the lands embraced in such lease committed
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to this agreement at the expiration of the secondary term of such
lease; or 1f, at the expiration of the secondary term, the lessee
or the Unit Operator is then engaged in bona fide drilling or re-
working operations on some part of the lands ewmbraced therein
shall remain in full foroce and effect s0 long as such operations
are being diligently prosecuted, and if they result in the produc-
tion of unitised substances, said lease shall continue in full
force and effect as to all of the lands ewmbraced therein, so long
thereafter as unitized substances in paying quantitiea are being
produced from any portion of said lands.

13. CONSERVATIOM. Operations hereunder and production of uni-
tised substances shall be conducted to provide for the wost econ-
omical and efficient recovery of sald substances without waste, as
defined by or pursuant to State laws or regulations. '

14, DRAINAGE. The Unit Operator shall take appropriate and
adequate measures to prevent drainage of unitised substances from
unitized lands by wells on lands not subject to this agreement.

15. COVENANTS RUN WITH LaND. The covenants herein shall be
construed to be covenants running with the land with respeet to
the interests of the parties hereto and their successors in interest
until this agreewent terminates, and any grant, transfer or convey-
ance, of interest in land or leases subject hereto shall be and
hereby 1is conditioned upon the assumption of all privileges and
obligations hereunder by the grantee, transferee or other successor
in interest. No assignment or transfer eof any working, royalty or
other interest subject hereto shall be binding upon Unit Operator
untlil 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. EPFECTIVE DATE AND TERM. This agreement shall becowme
effective upon approval by the Commissioner and shall terainate in
two years after such date unless (a) such date of expiration is
extended by the Cosmmissioner, or (b) a valuable discovery of
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unitised substances has been made on unitised land during said
initial terwm or any extension thereof in which case this agreement
shall rewmain in effect 8o long as unitised substances can be pro-
duced from the unitised land in paying quantities, and, should
production cease, s0 long thereafter as diligpn; operations are

in progress for the resteration of production or discovery of new
production and »0 long thereafter as the unitised substances so
discovered can be produced as aforesaid. This agreement may be
terminated at any time by not less than seventy-five (75%) percent
on an acreage basis of the owners of the working interests signa-
tory hereto with the approval of the Commissioner. Likewise, as
provided in Article 8 hereof, the failure to comply with the
drilling provisions of this unit agreement shall as of the date

of any such default, automatically terainate this unit agreement.

17. RATE OF PRODUCTION. All production and the disposal thereof
shall be in conformity with allocations, allotments and quotas
made or fixed by the Commission and in conformity with all applica-
ble 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 Commissioner of
Public Lands and the New Mexico 0il Conservation Commission and
to appeal from orders issued under the regulapions of the Commis-
siom or Commission or to apply for relief from any of said
regulations or in any proceedings relative to operations pending
before the Commissioner 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,

15. NOTICES. All notices, demands or statements required
hereunder to be given or rendered to the parties hereto shall be
deomed fully given, if given in writing and personally 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
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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 agreement
requiring the Unit Operator to commence or continue drilling or
togperate 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 complying with such obligations, in
whole or in part, by strikes, war, acts of (Jod, Federal, State or
sunicipal law or agencies, unavoidable accidents, uncontrollable
delays in transportation, inability to obtain necessary materials
in open mariet, or other matters beyond the reasonable control of
the Unit Operater whether similar to matters herein emumerated or
not.

21. LOSS OF TITIE. In the event title to any trast of uni-
tised land or sudstantial interest therein shall fail and the
trus owner cannot be induced to join the unit agreement so that sush
trast 1s not committed to this agreement or the operation thereef
hereunder becomes imprastieable as a result thereof, sush tract
may be eliminated from the unitized area, and the interest of the
partiss readjusted as a result of such treot being eliminated from
the unitised ares. In the event of a dispute as to the title to
any reyalty, working or other interest sutject hereto, the Unit
Operator may withhold paysent or delivery of the alloceated portien
of the unitised substances involved on aceount thereof witheut
11ability for interest umtil the dispute is finally settled, pro-
vided that ne payments of funds due the State of New Mexiee shall
be withheld. Unit Opereter as sueh is relieved from any responsi-

pility for any ésfeet or fallure of any tisle hereunder.
22. SUBSEQUENT JOINDER. Any oil or gas interest in lands

within the unit area not committed hareto prior to the sudbmission
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of this agreement for final approval either by the Commission or
Coumissioner may be committed hereto by the owner or owners of

such rights subscribing or consenting to this agreement or executing
a ratification thereof, and if such owner is also a working interest
owner, by subscrihing to the operating agreement providing for khe
allocation of costs of exploration, development and operation. After
operations are commenced hereunder, the right of subsequent Jjoinder
by a working inte:'est shall be subject to all the requirements of

any applicable operating agreement between the working interest
owners relative to the allocation of costs of exploration, develop-
ment and opersation. A subsequent joinder shall be effective as

of the first day of the month following the filing with the Commiss-
joner and the Commission of duly executed counterparts of the instru-
ment or instruments ecommitting the interest of such cwﬂcr to this
agreement, but such joining party or parties before participating

in any benefits hereunder shall be required to assume and pay to

Unit Operator their proportionate share of the unit expense incurred
prior to such party's or parties' joinder inthe unit agreement, and
the Unit Operator shall meke appropriate adjustments caused by such
Joinder, 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 executed 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 1if 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 within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties hereto have caused
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this agreement to ve executed as of the respeccive dates set

opposite their signatures. ﬁ?ﬂo\'_”
mmg/ﬁmom CORPORATION AP
P. 0. Box 20L0, Tolsa B Okfah 'éiz '
. J. Box , Tulsa 2, oma :
/ UNIT OPERATOR AND WORKING INTEREST OWNER
CHAMPLIN REFINING COMPANY N
T Cgl/t -
&4 . A \%«'\
) ﬁcn)!ury /%—W
. 0. Box 1LL9, Midlanu, Texab
Date: ) ek 20, /4950
STANDARD OIL COMPANY OF TEXAS
ATTEST: /
— J By
=) SOOl‘Ctl.r’; ‘41—‘ P. 0. Box 1245, H n, Texas
Date:
STATE OF (! LAHOMA
SS.
COUNTY OF_ 1.:sa
The foregoing 1natrunonp was acknowledged before me this /7 day of
, 1656, E. f. kxooLLOUGH » President of Amerada
roleum urpontion, eromﬂon, on behalf of said
corporation.
j ’
T e "%iary ﬁ%{ﬁf
My Commission Expires: o
BLoornenlion wapies Coteber ¢4 190¢
STATE OF [/ €% as )
Ss.
COUNTY OF 7a,e,egw+/}
The foregoing 1mtrm was ao ouledgod before me this =2, day of
éﬁjsﬁiz :, 1956, by X7 President of Champlin
efining Company, a &“5 Qigex, o COTPOration, half of said corporation.

My Cosr.imion Expires:
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STATE OF :,g=é=£ )

) ss.
couwry o°_@{, .o/}
foregoing in:trumcnt was fore me this =;f§§:day
0%, 1956, by m , President o
S ompany of Tixas,

-~ .. .2 ecorporation, on behalf of
said corporation.

My Commission Expires: HELEN W1
r7 Notary Public inand for Harrs fagrty. Texas
L{/ M,y Conimuss &1 Expnres Ju w1 1087
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EXHIBIT "B"

ROHRTH KNOWIES UNIT AREA, LEA COUNTY, NEW MEXICO

TOWNSNIP 16 SOUTH, RANGE

EAST

SCHEDULE SHOWING THE PERCENTAGE AND XIND OF OWMERSHIP OF OIL AND
GAS INTERESTS IN ALL LANDS IN THE UNIT AREA

17 -

~ Qverriding
Tract No. of State Lease No. Basic Royalty Lessee of Royalty and Working Interest Owner
No. Description of Land Acres  Expiretion Date and Percent Record Percent
Amereda
B-9807 State-All Petroleum None Arerada Petroleum Corp.
2-21-66 Corporation
2. E-5311 Amarada
6-11-61 State-All Petroleun
Corporation None Amerada Petroleum Corp.
3. E-4038 Amerada
8-10-60 State-All Petrolewm None Amerada Petroleum Corp.
Corporation
4, B-9183
186.80 6-10-56 State-All Amerada Petro-
: leum Corp. None Amerada Petroleum Corp.
5.
, E-8A81 State-All Amersda Petro-
320.00 9-21-64 leum Corp. None Amerada Petroleum Corp.
6. E-4956 State-All Champlin Refin-
200.00 1-10-61 ing Company None Champlin Refining Company
7. B-9080 State-All Standard 0il
40.00 &4-10-56 Company of
Texas None Standard 0i1 Co. of Texas
Total, 7 3tate Tracts contalning 1,520 acres,

Amerada Petroleum Corp.
Champlin Refining Co.
Standard 011 Co. of Texas

Total

1,280 acres, m&.mwﬁw‘
200 acres, 13,15
30 acres, n.mmuhw

1,520 acres,100.00000%

North Knowles Unit Area, Lea County, New Mexico



CERTIFICATE OF APPROVAL
BY COMNISSIONER OF PUBLIC LANDS,
SBATRE OF MEW MEXICO
OF UNIT AGREEMENT FOR DEVELOPMENT AND OPERATION
OF NORTH XNOWLES UNIT AREA
LRA COUNTY, NEW MEXICO

There having been presented to the undersigned Commisaioner of
Public lLands of the 3tate of New Mexico for examination, an agreement
for the development and operation of the North Knowles Unit Area, lLea
County, MNew Mexico, dated the lst day of Mareh, 1956, in which the
Anerada Petroleum Cerporation 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
Agreoment, the Commissioner finds:

(a) ‘That sush Agreement will tend to promote the conservation
of 011 and gas and the better utilization of reservoir
energy in said field:

(p) That under the operations proposed, the Stnte will receive
its falr share of the recoverabdle oil or gas in place
under its land in the area affected:

(s) That the Agresment is in othear respects for the best
interest of the State:

(d) That the Agreement provides for the unit operation of the
field, for the allocatien of production, and the sharing
of proceeds from a part of the area covered by the Agree-
ment on an acreage basis as specified in the Agreemsmt

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 lLands of the State of New Mexico, for the purpose of mereproperly
congerving the oil and gas resources of the 3tate, deo hereby consent to
and approve the above referred to North Knowled Unit Agreement as to
the lands of the State of MNew Mexico committed Shereto, and all o1l and
gas leases embracing lands of the State of New Mexico committed to saild

nt 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 with-
in the unit area will be extended. insofar as necessary, to ooinaide
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 WHERPOF, this certificate of q;groval is executed
as of this the _day of ( /é,/q,ﬁ , 1956,

CommIiassionsr of Public lands of the
State of New Mexico

18 -
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OIL CONSERVATION COMMISSION
P, O. BOX 871

SANTA FE. NEW MEXICO

April 10, 1956

¥r. Clarence Hinkle
Hervey, Dow & Hinkle
P.0. Box 5‘&7

Roswell, New Mexico

Dear Mr. Hinkle:

Reference is made to your letter of April Gth concerning the
North Xnowles Unit Agreement. In your letter you indicate that you
would like to exchange a photostatic copy of the unit agreement for
the executed copy which we have in our files,

Cur atterney agrees that this will pe satisfactory provided
that a certificate is attached certifying that it is a photostatic
copy of the unit agreument.

Jery truly yours,

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

ALP:brp



LAaw OFFICES

.9 MpERVEY 187) 1953 HERVEY, Dow & HINKLE
HIRAM M.DOW
CLARENCE E.HINKLE FIRST NATIONAL BANK BUILDING
W.E.BONDURANT, JR.
| GEQROE H. HUNKER, JR. ROSWELL, NEW MEXICO
© HOWARD C.BRATTONLS TELEPHONE MAIN 2-6510
S.B.CHRISTY IV
— . —
J.PENROD TOLES Aprll 9 P 1 9DO

LEWIS C.COX,JR.

Mr. A. L. Porter
New Mexico 0il Conservation Commission
Santa Fe, New Mexlco

Dear Mr. Porter: Re: North Knowles Unit Agreement
Order No. R-785
Case No. 1047
We certainly appreciate your getting out the order for us
in the above case.

On April 4th, I sent to Mr. Walker, Commissioner of Public
Lands, four executed copies of the unit and one photostatic copy
and the land office has returned to us two executed coples, one
of which has been retained by the land office and one filed in
your office. The above mentioned four executed copies are all
of the copiles which have been fully executed and Mr. Cornwall
would like to have an executed copy for each of the three
companies which have executed the agreement. We are wondering
if 1t would be possible to fille witnh you a photostatic copy of
one of the executed copiles in the place of the executed copy
wnich you have, so that we might furnish it to one of the signing
companies. If this would meet with your approval, I would
appreciate your advising me and we will have a photostatic copy
made and sent to you.

Yours sincerely,

HERVEY, DOW & HINKLE

By_&&w%
CEH:mp 5 ot
ce - Mr. John Cornwall

Amerada Petroleum Corporatbn
Midland, Texas
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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE. NEW MEXICO

Mr. Clarence Hinkle
Hervey, Dow & Hinkle
P.O. Box 5’07

Roswell, New Mexico

Dear Sir:

In behalf of your client, Amerada Petroleum Corporation, we
enclose twe copies of Order R-785 issued April 6, 1956, by the 01l
Conservation Commission in Case 1047, which was heard on April 3,
1956, at Hobbs, New Mexico.

Very truly yours,

A. L. Porter, Jr.
Acting Secretary -~ Director

ALPsbrp



C'G; s In reply refer to:

Unit Division

April 6, 1356

Mervey, Dow & Hinkle
Firet National Bank EBullding
Roswell, dew Mexico

Amerada Petroleum Corporstion
Box 591
Midlend, Texas

Attentlion: Re: North Xnowles Unit

Mr. Clarence £. Hinaitle Section 1=168=38E - A}l
Section 2-165-38EF -« Lots 1,
2,7,8,9,10,15,16 and S&/y

Gentlemen:

We are enclosing two coples of North Knowles
Unit Agrezment, which Mr. Walker egproved as of
April &, 1956, Ve arz handing thy’ 211 Conscrvetion

Cammissicn/’ne approved copy, as par your reguest.
/

Also enclosed {s Jfficial llecelpt Number 7-113781
in the smount of ten doilars {(%10.00).

.. Vegy traly yours,
oCC /@225;142:g17"‘-' -
Ee Se WALAZR

Commissioner of Public Lands

MMR /m
encs 3

ccy DCC=Santa Fe
Amerada Petroleum Corp.-Midland



C O P Y ‘ERVEY, DOW & HINKLE, ATTORNEYS
ROSWELL, NEW MEXICO

April 4, 1956

Hon. E., 8. Walker
Commissioner of Public Lands
Santa Fe, New Mexlco

Re: North Knowles Unit Area
Lea County, New Mexico

Dear Mr., Walker:

We hand you herewlith four fully executed coples of Unit Agree-
ment for the Development and Operation of the North Knowles Unit
Area together with a photostatic copy of the same. You will
note that this agreement has been executed as of March 1, 1956
by Amerada Petroleum Corporation, Champlin Refining Company and
Standard 011 Company of Texas, being all of the owners of the
leasessinvolved. This unit was approved by you as to form on
March 6th.

A hearing on the unlt was held at Hobbs yesterday, April 3rd,
and Warren Mankin, the examiner, sald that he would expedite the
matter of submiassion of the ocase to the Commission for early
consideration and entering of the order approving the same,

Under Section 8 of the unit agreement, a well is to be com-
menced on or before April 9th. This will has already been com-
menced and yesterday was driliing at approximately 2700 feet;
however, one of the leases expires on April 10th and consequently,
80 that there will be no queation concerning the extension of
this lease, it 1a necessary that the order of the Conservation
Commission be enterad and that you approve the unit before the
9th., We would therefore appreciate your signing the certificate
attached to each executed copy of the unit Jjust as soon as you
are advised that the Conservation Commission has approved the
unit, and would appreclate your wirlng or telephoning me collect
as soon as the certificate has been signed.

Upon execution of the certificate, I would appreciate your also
noting your approval on the photostatic copy and handing the same
to the Conservation Commission and returning three of the other
coples to we so that there will be an executed approved copy for
each of the companies involved. Thanking you for your cooperation
in connection with this matter, 1 am

Yours sincerely,

i W & HI F4
Encl. oy
cc -~ Mr. John Cornwall B¥ ., ‘ ‘ L T
Mr. A. L. Porter 7 ,




o 4"2‘; AW OFFices

J.M.HERVEY 1874-1953 HERVEY kborr& HINKLE

HIRAM M.DOW &% 2

CLARENCE E. HINKLE ""}FIRST NATIONAL BANK BUILDING

W.E.BONDURANT, JR.

GEORGE H. HUNKER,JR. "‘RO#WELL NEW MEXIco

HOWARD C.BRATTON TELEPHONE MAIN 2-6510
S.B.CHRISTY Vv J

J.PENROD TOLES ApI’ll Ll' 1956

LEWIS C.COX,JR.

Mr. A. L. Porter

Secretary - Director

New Mexico 0il Comnservation Commission
Santa Fe, New Mexico

Re: North Knowles Unit Area
Lea County

Dear Mr. Porter:

I enclose for your information copy of my letter to

Johnny Walker, Commissioner of Public Lands, transmitting
to him the executed copies of the above unit for final
approval. Due to the fact that one of the leases expires

s on April 10th, in order to save this lease, it 1s necessary
that the unit be approved by the Conservation Commission
and by the Commissioner of Public Lands on or before April
9th.

You will recall that this matter was presented to
the Commission through Warren Mankin yesterday morning at
the hearing at Hobbs. I woulld appreciate your prompt con-
sideration of the case and advising me either by telephone
or telegram collect as soon as the order has been entered
by the Commisglon.

Yours sincerely,
CEH:mp
Encl.

HE@Y@&V DOW & HI
B&\ \ A B AL :J f’M\\'\
¢c - Mr. John Cornwall

Amerada Petroleum Corporation
Box 591
Midland, Texas



GENERAL OFFICE
BOX 2040

“"/{—. TULSA 2, OKLA.
i A::N m@ﬁ
,9551%? E:AD ﬂ!:%:;il;lrn CORPORATION

Pgr!. MIDLAND, TEXAS
H

1: 92 ~
Ma:ch 6, 1956 @ /;) //é

AIR MAIL R O,.-’\
Mr. W. B. Macey, Director

0il Conservation Commission Re: Proposed North Knowles

Box 871 Unitization Agreement

Santa Fe, New Mexico Lea County, New Mexico

Dear Mr, Macey:!

With reference to the North Knowles Unitization Agreement which
I submitted to you yesterday with Application for Approval, this is to
request that a hearing on this be had as soon as conveniént before an
examiner for the 0il Conservation Commission, preferably at Hobbs, if
this can be arranged.

Please advise after the definite date, time and location of

this hearing has been sget.
. trujj:Zo4nvc)z2—dééz%i:i;7

Cornwall

Your

JCslhp



March 6, 1956

In reply refer to:

Unit Jivision

Mervey, Dow & Hinkle
First National Bank Bufl{lding
Roswell, New Mexico

Amerada Petroleum Corporstion

Rox 591

Midland, Texas j
s

Re: North Knowles Unit

“Section 1=16S5«388 « all
Section 2«165-18F
Lots 1,2,7,8,9,10,l5,16
and SE/4

Gentlemen:

“e have received a copy of your proposed
North Knowles Unit Agreement and have approved {t
as to form and context.

Your receipt for your ten dollar {310.00)

filing fee will be malled to you upon completion
of this Unit Aqgqreement.

Very truly yours,

Ee S, WALKZR
Commissioner of Public Lands

¥MR/m

cet  QOCC-Santa Fe
Amerada Petroleum Corp.-Midland
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In reply refar to:

Unitt

Hviston

Amerada Petroleum Corporation
Reacon Puilding

;D. ‘3. RQK ;:9’3—(}

Tulsa 7, Tklehoma

~ttentiont BPr., Floyd Kepler ;
Land Department P

Champlin Reflning Co. ?
pw 'f‘)o Boyu laihv(; '
iidland, Texae

Standard G511 Company of Texas
Po e Box 1249
Houston, Texas

Rer Teraminsilon of Neortn £nowles
Unit Agreement

Gentlemen?

This is to Inform ,ou thnat Amerads Fetroleum lorpsration,
as “perator of the North Xnowles Unit Agreement, has compliec with
the provisions set forth in Hew tMexlco Uf] Conservation Commission
Order R=77% which provided foar the Operator of this Unit te notify

the Commissioner of Public Lands that the Unit had terminated.

Tre Ho. 1 North Knowles Unit ¥Well was abandoned gf a dr, hole
on July <, 19%%. Drilling provislons ander Paragrepn ! of
dorth Knowles calls for continued drilling, one well at a time,
sllewiny not more than six months between the completion of one
well snd the beginninc of the next well.

Also, under Paragraph 5 It is stated tnat faflure to comply
with the drilling provislons of this erticle shall automaticsliy
terminate this Aqreement as to all its terms, conditions and
nrovisions, and all rizhts, provileces and oblicat{one Iranted
bs this Unlt Agreement shall cz2aes and termlnate as of the date
of sucii default,



North Knowles Unit

Thnersfore, under the above mentioned terms the second test
well should have been commenced six months after July &6, 1956,
or by January £6, 1957.

The second test well has not been commencoad, and therefore
in accordance with the above mentioned terms of this Agreement,
the Horth Knowles Unit Agreement terminated as cof Januery 26,
1957, and the State Land Office records will be postad accordingly,

Very truly yours,

FMURRAY ., MORGAN
Commissicner of Public Lands

Iberry, Supervisor

By: Ted B!
11 =ncd Tz Depzriment

MM MR /i

ccy DOCC=Santa Fe
OCo=lghhs



GENERAL OFFICE
BOX 2040

TULSA 2, OKLA. adl
Y el

[
g \
AMERADA PETROLEUM CORPORATION %g»rgl/

BOX 391
MIDLAND. TEXAS

March 2, 1956

011 Conservation Commission
State of New Mexico
Santa Fe, New Mexico

Gentlemens

Submitted herewith for your con=-
sideration in connection with the proposed
North EKnowles Unit are, in triplicate, Appli-
cation for Approval of the Unit Agreement,
copy of the Unit Agreement, and Geological
Report on the area involved.

You will note that the Unit
Agreement provides for a test to be com~
menced by April 9, 1956, so that we would
appreciate your prompt attention and de-
cision on it.

Verxkxquly yourstfq - _,7
7 / // - // -"_’;.;
// Jokin Cornwall
Zand Department

Jc:0C
encls,



March 1, 1556

Mr. E. 3. Walker
Cominsioner of Public Iands
State Land Office
Santa Fe, Hev Mexico
Re: Proposed Unit of all Sec. 1
apd E/2 of Bec. 2, T. 168,

Re 3&’ 1ea W‘W, Bav
Mexico.

Dear Sir:

Attached to this report and merked as Exhibit No. 1, is a small scale
plat showing the geogrsphic location of the proposed unit with special
reference t0 the nearby oil fields.

Exhibit No. 2 is &n exsct copy of the structure of the proposed unit
as detormined by seismic work dome LY Amerads Petroleum Corporation. The
seisuic work was dome on one half nile grids and it is cur opinion that
the reflection point used on this map is from the Top of the Devonian.
Based cn this selsmic vork, the proposed unit ares covers substantially
all of the geologiosl feature involved.

A test drilled at the proposed location in the Center of Lot 10, Sec, 1,
T. 165, R. 38, would thoroughly test this geological featuve. The proposed
test would be projected to an spproximate depth of 12,700', Although the
prizery object would be a test to fluid in the Devonian, a test to this
m‘mdmmmmtmmmmgwmormm;.h
area.

Yours very truly,
AMERADA PETROLEDM CORPORATION

Carl F. Barnhart,
Senlor Geclogiet

CFB
Att.
Alsc attached to this eport is Exhibit Bo. 3 which i¢ a map showing

the unit ares and the cundaries and idertity of tracts and leasea and
atate lease mwbers irsaid ares.

——
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