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SKELLY OIL COMPANYS: . . & .y,

TULSA 2, OKLAHOMA

PRODUCTION DEPARTMENT
C L. BLACKSHER, MANAGER

August 22, 1957

0il Conservation Commission
P, 0. Box 871
Santa Fe, New Mexico

Gentlemen:

Please consider this as an application for approval of the Blue
Quail Unit, Lea County, New Mexico, to be operated by Skelly 0il Company,
which unit is to be composed of the following area: SE/L Section 24 and
NE/) Section 25, Township 10 South, Range 33 East; and all of Section 19,
and the N/2 of Section 30, Township 10 South, Range 34 East, in Lea County,
New Mexico, containing 1,278.04 acres, more or less.

This letter is filed in triplicate and attached hereto is two
copies of the unit agreement for the development and operation of the
Blue Quail Unit and two copies of the Unit Operating Agreement., All of
the lands are State lands and the following companies are interested in
the unit which has been executed; Skelly 0il Company, operator, Tidewater
0il Company, Sinclair 0il and Gas Company, Gulf Oil Corporation, Sunray-
Mid-Continent 0il Company, Seaboard 0il Company, Atlantic Refining Company.
Others interested in acreage in the immediate area other than those interested
within the unit are Pure 0il Company, Signal 0il and Gas Company, Los Nietos
Company at Midland, Texas, and The Louisiana Land and Exploration Company.
The proposed location for the well is to be in the SE SE of Section 19, 10
South, 34 East.

We would appreciate having this matter set for hearing the next
Statewlde hearing which we understand is September 18, as we believe there
is a time element involved.

7
{X%urs very truly,

GWS:dc



UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
BLUE QUAIL UNIT
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the 15th day of

March, 1957, by and between the parties subscribling, rati-

fying or consenting hereto, and herein referred to as the
"parties hereto",

WITNESSETH:

WHEREAS, the parties hereto are the owners of work-
ing, royalty or other oil or gas interests in the unit
area subjJect to this agreement; and,

WHEREAS, the Commissioner of Public Lands of the
State of New Mexico is authorized by an Act of the Legis-
lature {(Sec. 3, Chap. 88, Laws 1943, as amended by Sec. 1
of Chap. 162, Laws 1951 [Chap. 7, Art. 11, Sec. 39, N. M.
Statutes, 1953 Annotated]) to consent to and approve the
development or operation of State lands under agreements
made by lessees of State iand Jjointly or severally with
other lessees where such agreements provide for the unit
operation or development of part of or all of any oil or

gas pool, field or area; and,

WHEREAS, the Commissioner of Public Lands of the State

of New Mexico 1s authorized by an Act of the Legilslature

(Sec. 1, Chap. 162, Laws 1951 [Chap. 7, Art. 11, Sec. 41,

N. M. Statutes, 1953 Annotated]) to amend with the approval

of the lessee, any oil and gas lease embracing State lands

so that the length of the term of sald lease may coincide
with the term of such agreements for the unit operation
and development of part of or all of any oil or gas pool,

field or area; and,

oy



WHEREAS, the 01l Conservation Commission of the State
of New Mexico [hereinafter referred to as the "Commission")
is authorized by an Act of the Leglslature [Chap. 72, Laws
1935; Chap. 65, Art. 3, Sec. 14, N. M. Statutes, 1953 An-
notated] to approve this agreement and the conservation
provisions hereof; and,

WHEREAS, the parties hereto own the entire working in-
terest in the Blue Quall Unit Area covering land herein-
after described and, therefore, have effective control of
operations therein; and,

WHEREAS, it is the purpose of the parties hereto to
conserve natural resources, prevent waste, and secure
other benefits obtalnable through development and opera-
tion of the area subject to thils agreement under the terms,
conditions and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and
the promlses 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 descrlibed land is hereby
designated and recognized as constituting the Blue Quall
Unit Area:

NEW MEXICO PRINCIPAL MERIDIAN,
NEW MEXICO

Township 10 South, Range 33 East:
Section 24: SE/4
Section 25: NE/4

Township 10 South, Range 34 East:
Section 19: All
Section 30: N/2

situated in Lea County, New Mexico, con-
taining 1,278.04 acres, more or less.



Exhibit "A" attached hereto is a map showing the unit
area and the boundarles 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 kind of ownership of oil and gas interests in all land
in the unit area. Exhibit "C" attached hereto is a struc-
ture map reflecting the seismic interpretation on the top
Devonian. 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 the unit area render
such revision necessary, or when requested by the Commis-
sioner of Public Lands, hereinafter referred to as "Com-
missioner".

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

to this agreement".

2. UNITIZED SUBSTANCES: All oil, gas, natural gaso-

line and associated fluid hydrocarbons in any and all for-
mations of the unitized land are unitized under the terms

of this agreement and herein are called "unitized substances".

3. UNIT OPERATOR: Skelly 0il Company, a Delaware

corporation, is hereby designated as Unit Operator and by
signature hereto commits to this agreement all interest in
unitized substances vested in it as set forth in Exhibit "B",
and agrees and consents to accept the duties and obligations

of Unit Operator for the discovery, development and production



of unitized substances as herein provided. Whenever ref-
erence 1s 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 in-
clude or refer to Unit Operator as the owner of a working

interest when such an interest is owned by it.

by, RESIGNATION OR KEMOVAL 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 Artizle 5 of this agreement.
The resignation of the Unit Operator shall not release
the Unit Operator from any liability or any default by it
hereunder occurring prior to the effective date of its
regignation.

Unit Operator may, upon derfault or failure in the
performance of its dutles o» ocbligations hereunder, be
subJect 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 Urit Operator.
Such removal shall bhe =ffective upon notice thereof to
the Commissioner,

The resignation or removal of the Unit Operator under
this agreement shall not terminate its right, title or in-
terest as the owner of a working interest or other interest
in unitlized substances, but upon the resignation or removal
of Unit Operator becoming effective, such Unit Operator
shall deliver possession of all eguipment, materials and

appurtenances 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 1f no such new Unit Operator is elected, to be
used for the purpose of conducting unit operations here-
under. Nothing herein shall be construed as authorizing
removal of any material, equipment and appurtenances

needed for the preservation of any wells.

5. SUCCESSOR UNIT OPERATOR: Whenever the Unit

Operator shall resign as Unit Operator or shall be re-
moved as hereinabove provided, the owners of the working
interests according to thelr respective acreage inter-

ests In all unitized land shall by a majJority vote se-

lect a successor Unit Operator; provided that, if a
majority but less than sixty-five percent [65%] of the
working interests qualified to vote is owned by one party
to this agreement, a concurring vote of sufficient ad-
ditional partles, so as to constitute in the aggregate

not less than sixty-five percent [65%] of the total work-
ing 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 selec-
tion shall have been approved by the Commissioner., If no
successor Unit Operator is selected and qualified as herein
provided, the Commissioner at his election may declare this

unlt agreement terminated.

6. ACCOUNTING PROVISIONS: The Unit Operator shall

pay in the first instance all costs and expenses lncurred
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 an operating agree-
ment by and between the Unit Operator and the other
owners of such interests, whether one or more, separately
or collectively. Any agreement or,agreements entered into
between the working interest owners and the Unit Operator
as provided in thils article, whether one or more, are
herein referred to as the "Operating Agreement" or "Unit
Operating Agreement". No such agreement shall be deemed
elther to modify any of the terms and conditions of this
Unit Agreement or to relieve the Unit Operator of any
right or obllgation 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 prevall.

T. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Exeept

a8 otherwise speciflcally provided herein, the exclusive
right, privilege and duty of exercising any and all rights
of the parties hereto which are necessary or convenient

for prospecting for, producing, storing, allocating and
distributing the unitized substances are hereby delegated
to and shall be exercised by the Unlt Operator as herein
provided. Acceptable evidence of title to said rights
shall be deposited with said Unit Operator and, together
with this agreement, shall constitute and define the
rights, privileges and obligations of Unit Operator. Noth-
ing herein, however, shall be construed to transfer title
to any land or to any lease or operating agreement, it be-
ing understood that under this agreement the Unit Operator,
in 1ts capacity as Unit Operator, shall exerclse the rights
of possesslon and use vested in the parties hereto only for

the purposes herein specified.
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8. DRILLING TO DISCOVERY: Within sixty [60] days

after the effective date hereof, the Unit Operator shall
commence operations upon an adequate test well for oil
and gas at a location described as being in the approxi-
mate center of the Southeast Quarter of the Southwest
Quarter [SE/4 SW/4] of Section 19, Township 10 South,
Range 34 Eas%, Lea Cournty, New Mexico, and shall drill
sald well with due diligernze %o an approximate depth of
14,000 feet or to a depth sufficilent, in the opinion of
Unit Operator, to test the Devonian Formation, whichever
18 the lesgsser deptlk, or to sush lesser depth as unitized
substances shall be dissovered in paying quantities or
until, in the opinior of Unit Operator, it shall be de-
termined that the further drilling of sald well shall be
unwarranted or impracticable. Until the discovery of a
deposit of unitized substanceg capable of being produced
in paying quantities, Unit Operator shall continue drill-
ing diligently one well at a wime, allowing not more than
six [6] months between %the completion of one well and the
beginning of the next well until a well capable of produc-
ing unitized substances in paying quantities is completed
to the satisfaction of the Commissioner and the Commission
or until it is reasonrably proved to the satisfaction of
Unit Operator that the unitized land is incapable of pro-
ducing unitized substanczs in paying quantitles in the
formation drilled hereunder. The Commissioner may modify
the drilling requirements ¢f this section by granting
reasonable extensions of time when in his opinion such
action is warranted.

Any well commericed upon the unit area prior to the
effective date of this agreement and drilled to the depth

provided herein for the drilling of an initial test well

s}



shall be considered as complying with the drilling re-
quirements 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. Upon fallure

to comply with the drilling provisions of this article

the Commissioner may, after reasonable nctice to the Unit
Operator and each working interest owner, lessee and les-
sor at their last known addresses, declare this Unit Agree-
ment terminated, and all rights, privileges and obligations
granted and assumed by this unit agreement shall cease and

terminate as of such date.

8-A. PLAN OF FURTHER DEVELOPMENT AND OPERATION:

Within six [6] months after completion of a well capable
of producing unitized substancés in paylng quantities,
Unit Operator shall submit for the approval of the Com-
missioner, and the Commigsion, an acceptable plan of de-
velopment and operation for the unitized land which, when
approved by the Commissioner, and the Commissior., shall
constitute the further drilling and cperating obligatlions
of Unit Operator acting under thils agreement for the
period specified therein. Thereafter, from time to time
before the expiration of any existing plan, Unit Operator
shall submit for the approval of the Commlssioner, and
the Commission, a plan for an additional specified period
for the development and operation of the unitized land.
Any plan submitted pursuant to this sectlon shall provide
for the exploration of the unitized area and for the de-
termination of the area or areas thereof capable of pro-
ducing unitized substances in paying quantities 1n each

and every productive formation and shall be as complete



and adequate as the Commissioner, and the Commission, may
determine to be necessary for timely development and proper
conservation of the oil and gas resources of the unitized
area and shall [a] specify the number and locations of any
wells to be drilled and the proposed order and time for
such drilling; and [r] to the extent practicable specify
the operating practices regarded as necessary and advis-
able for proper conservatiorn of rnatural resources. Sepa-
rate plans may be submltted for sgparate productive zones,
gubject to the approval of the Commissioner and the Commis-
gion. Such plan cr plans shall be modified or supplemented
when necessary to meet changed conditions or to protect

the interests of all partiss to this agreement. Reason-
able diligence shall be exercised in complying with the
obligations of this apprcved plan of development. The Com-
missioner i1s authorized to grant a reasonable extenston of
the six [6] months reriod herein prescribed for submission
of an initial plan of development where such action is
Justified because of urusual gornditions or circumstances.
After completion hereunder of a well capable of producing
any unitized substances in paying quantities, no further
wells, except such as may be necessary to afford protection
against operations not under this agreement or such as may
be specifically approved by the Commissioner, shall be
drilled except in accordance with a plan of development

approved as hereln provided.

8-B. DRILLING OF SUBSEQUENT WELLS: Without impairing

the right of the Commlssioner to terminate this agreement
where provided for herein; Articles 8 and 8~A hereof shall
not be construed to require any party, without its con-

sent, to participate in or be liable for all or a portion



of the cost of drilling any well, other than the initial
test well. Drilling of such subsequent wells, where all
parties do not agree to particlpate therein, shall be

conducted in accordance with the provisions of Article O

of the Unlt Operating Agreement.

9. PARTICIPATION AND ALLOCATION OF PRCDUCTION AFTER

DISCOVERY: All unitized substances produced from the Unit
Area, except any part thereof used within the Unit Area for
production or development purposes or unavoidably lost,
shall be deemed produced equally on an acreage basis from
the several tracts of unitized land and, for the purpose
of determining any benefits accruing under this agreement,
each such tract of unitized land shall have allocated to
1t such percentage of production as the number of acres of
such tract bears to the total number of acres of unitized
land within the Unit Area, except that allocation of pro-
duction hereunder for purposes other than settlement of
royalty, overriding royalty or payment out of production
obligations of the respective working interest owners shall
be on the basis prescribed in the Unit Operating Agreement,
whether in conformity with the basis of allocatlon herein
set forth or otherwise.

Notwithstanding any provisions contained herein to
the contrary, each working interest owner shall have the
right to take such owner's proportionate share of the uni-
tized substances 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 work-
ing interest owner without specific authorizatlion from time

to time to so do.
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10. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING

ROYALTIES: All rentals due the State of New Mexico shall
be pald by the respective lease owners in accordance with
the terms of their leases.

All royalties due the State of New Mexico under the
terms of the leases committed to this agreement shall be
computed and pald on the basis of all unitized substances
allocated to the respective leases committed hereto; pro-
vided, however, the State shall be entitled to take in
kind 1ts share of the unitized substances allocated to
the respective ieases; and in such case the Unit Operator
shall make deliveries of sush royalty olil in accordance
with the terms of the respective leases.

If the Unit Operator introduces gas chbtalned from
sources other than the unitized land into any producing
formation for the purpose c¢f repressuring, stimulating or
increasing the ultimate recovery of unitized substances
therefrom, a like amount of gas;, 1f available, with due
allowance for loss or depletion from any cause may be
withdrawn from the formation into which the gas was intro-
duced royalty free as to dry gas but not as to the pro-
ducts extracted therefrom; prcvided, that such withdrawal
shall be at such time as may be provided in a plan of op-
erations consented to by the Commissioner and approved by
the Commission as conforming to good petroleum englneering
practice; and provided further that such right of with-
"drawal shall terminate on the termination of this Unit
Agreement.

If any lease committed hereto 1s burdened with an
overriding foyalty, payment out of production, or other

charge, 1n addition to the usual one-eighth [1/8] royalty,
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the owner of each such lease shall bear and assume the
same out of the unitized substances allocated to it under

the terms of the Unit Operating Agreement.

11. STATE LEASES AND CONTRACTS CONFORMED AND EXTENDED

INSOFAR 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 operatlion for
oll or gas of State of New Mexico lands committed to this
agreement, shall, upon approval hereof by the Commlissioner,
be and the same are hereby expressly modified and amended
insofar as they apply to such 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 secon-
dary term of such leases on and covering such lands within
said area will be extended insofar as necessary to coin-
cide with the terms of this agreement and the approval of
this agreement by the Commissioner and the lessee shall,
without further 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 provislons and terms of this agreement; but otherwise
to remain in full force and effect. Each such lease com-
mitted to this agreement insofar as 1t applles to lands
within the unitized area, shall continue in force beyond
the term provided therein so long as this agreement re-
mains 1n effect, provided, drilling operations upon the
initial test well provided for herein shall have been com-
menced or said well is in the process of belng drilled by
the Unit Operator prior to the expiration of the shortest

term lease committed to this agreement. Termination of
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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 con-
sidered as the commencement or completion or operation or
production of a well within the terms and provisions of
each of the o0il and gas leases to the same extent as though
such commencement, completion, operation or production was
carried on, conducted and/br obtained from any such leased
tract.

Any lease embracing lands of the State of New Mexico
having only a portion of such lands committed hereto shall
be segregated as to that portion committed and that portion
not committed, and the terms of such lease shall apply sep-
arately to such segregated portions commencing as of the
effective date hereof. Provided, however, that notwith-
standing any of the provisions of thlis agreement to the
contrary, any such lease shall continue in full force and
effect beyond the term provided therein as to all lands
embraced in such lease, if unitized substances are dis-
covered and are capable of being produced in paying quan-
titles from some part of the lands embraced in such lease
committed to this agreemeht at the expiration of the secon-
dary term of such lease; or 1f, at the expiration of the
secondary term, the lessee or the Unit Operator is then en-
gaged 1n 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 prose-
cuted, and if they result in the production of unitized sub-

stances, sald lease shall continue in full force and effect
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as to all of the lands embraced therein, so long thereafter
as unitized substances in paying quantitles are being pro-

duced from any portion of said lands.

12. CONSERVATION: Operations hereunder and produc-

tion of unitized substances shall be conducted to provide
for the most ecoromical and efficient recovery of said
substances withoub waste, as defined by or pursuant to

State laws or regulations.

13, DRAINAGE: The Unit Operator shall take appro-
prlate and adequate measures to prevent drainage of uni-
tized substances from unitized lands by wells on land not

subjJect to thils agreement.

14, 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
thelr successors in interest until this agreement termi-
nates, and any grant, transfer or conveyance of interest
in land or leases subject hereto shall be and hereby 1s
conditioned upon the assumption of all privileges and
obligations hereunder by the grantee, transferee, or other
successor in interest. No assignment or transfer of any
working, royalty or other interest subjeet hereto shall
be binding upon Unit 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.

15. 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,
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or [b] a discovery of unitized substances has been made

on unitized land during sald initial term or any exten-~
sion 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 opera-
tions are in progress for the restoration of production

or discovery of new production and so long thereafter

as the unitized substances so discovered can be produced
as aforesald. This agreement may be terminated at any
time by not less than sixty-five percent [65%] on an
acreage basis of the owners of the working interests
signatory hereto with the approval of the Commlissioner.
Likewise, as provided in Article 8 hereof, the Commissioner
may, after reasonable notlice to the Unlt Operator and each
working Interest owner, lessee and lessor at thelr last

known addresses, declare thls Unit Agreement terminated.

16. RATE OF PRODUCTION: All production and the dis-

posal thereof shall be in conformity with allocatilons,
allotments and quotas made or fixed by the Commission and
in conformity with all applicable laws and lawful regula-

tions.

17. 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 be-
fore the Commissioner of Public Lands and the New Mexico
011 Conservation Commission and to appeal from orders is-
sued under the regulations of tﬁe Commissioner or Commis-
sion or to apply for relief from any of saild regulations
or in any proceedings relative to operations pending be-

fore the Commissioner or Commission; provided, however,
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that any other interested party shall also have the
right at 1ts own expense to appear and to participate

in any such proceeding.

18. NOTICES: All notices, demands or statements
required hereunder to be given or rendered to the partiles
hereto shall be deemed fully given if given in writing
and personally delivered ¢ the party or sent by postpaild
reglstered mall, addressed to such party or parties at
thelr 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.

19. UNAVOIDABLE DELAY: All obligations under this

agreement requiring the Unit Operator to commence or con-
tinue drilling or to operate on or produce unitized sub-
stances from any of the lands covered by this agreement
shall be suspended while, but% only so long as, the Unit
Operator, desplte the exercise of due care and diligence,
is prevented from complying with such obligations, in
whéle or in part, by strikes, war, acts of God, Federal
State or municipal law or agencies, unavoidable accidents,
uncontrollable delays in ftransportation, inability to ob-
tain necessary materilals in open market, or other matters
beyond the reasonabie contrsl of the Unit Operator whether

similar to matter herein snumerated or not.

20. LOSS OF TITILE: In the event title to any tract

of unitized land or substantial interest therein shall
fail and the true owner cannot be induced tc join the Unit

Agreement so that such tract is not committed to this
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agreement or the operation thereof hereunder bhecomes im-
practicable as a result thereof, such tract may be elimi-
nated from the unitized area, and the interest of the
parties readjusted as a result of such tract belng elimi-
nated from the unltized area; provided, however, that
there shall be no retroactive adjustment among the parties
hereto of costs incurred and benefits received prior to
the final determination of the loss of title and Unit Op-
erator 1s hereby relieved of any and all liability for
any fallure or loss of title. 1In the event of a dispute
as to the title to any royalty, working or other interest
subjJect hereto, the Unit Operator may withhold payment or
delivery of the allocated portion of the unitized sub-
stances involved on account thereof without liabllity for
interest until the dispute is finally settled, provided
that no payment of funds due the State of New Mexico shall
be withheld, but such funds shall be deposited with the
Commissioner of Public Lands to be held as unearned money
pending final settlement of the title dispute, and then
applied as earned or returned in accordance with such
final settlement. Unit Operator as such 138 relieved from
any responsibility for any defect or failure of any title

hereunder.

21. 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 subseribing or con-
gsenting to thls agreement or executing a ratification
thereof, and if such owner i1s also a working interest owrer,

by subscribing to the operating agreement providing for the
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allocation of costs of exploration, development and op-
eration. After operations are commenced hereunder, the
right of subsequent joinder by a working interest owner
shall be subject to all of the requirements of any appli-
cable operating agreement between the working linterest
owners relative to the allocation of production and the
costs of exploration, development and operation. A sub-
sequent Jjolnder shall be effective as of the first day

of the month following the filing with the Commissloner
and the Commission of duly executed counterparts of the
instrument or instruments committing the interest of such
owner to thils agreement, but suceh Joining party or parties
before participating in any benefits hereunder shall be
required to assume and pay to Unit Operator their propor-
tionate share of the unit expense incurred prior to such
party'!s or parties! joinder in the Unit Agreement, and

the Unit Operator shall make appropriate adjustments caused
by sueh joinder, without any retroactive adjustment of

revenue.

22. COUNTERPARTS: This agreement may be executed 1in

any number of counterparts, no one of which needs to be
executed by all parties or ma2y bte ratified or consented
to by separate instrument in wrlting specifically referr-
ing hereto, and shall be binding upon all those parties
who have executed such a counterpart, ratification, or
congent hereto with the same force and effect as 1f all
such parties had signed the same document and regardless
of whether'or not 1t 1s executed by all other parties
owning or claiming an interest in the lands within the

above described Unit Area.
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IN WITNESS WHEREOF, the undersigned parties hereto

have caused this agreement to be executed as of the day

and year first herelnabove written.

ATTEST:

YA,

‘aﬁci.Sécretaryv

ATTEST:

Seoretary
ATTEST:

Secretary
ATTEST:

Secretary
ATTEST:

Secretary

App'd agr t
Form:_ﬁ%é%&;_
SKELLY OIL COMPANY WM,
’ -‘V. )

Skelly Building

Tulsa, Oklahoma

UNIT OPERATOR

TIDEWATER OIL COMPANY

By

President.

SINCLATIR OIL & GAS COMPANY

By _

President

THE ATLANTIC REFINING COMPANY

By

President

GULF OIL CORFPORATION

By

President
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ATTEST:

ATTEST:

Secrétary

Sécretary‘

SUNRAY MID-CONTINENT
OIL COMPANY

By

President‘

SEABOARD OIL COMPANY

By.

President

WORKING INTEREST OWNERS
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STATE OF OKLAHOMA
SS
COUNTY OF TULSA

On this .zi”" day of K&QM,&L 1957, before me

appeared Cf/ = ;Ej\‘éayMZ*_/ , to me per-
sonally known, who, being by me duly sworn, did say that
he 18 the Vice-President of SKELLY OIL COMPANY, a corp-
oratlion, and that the seal affixed to sald instrument is
the corporate seal of said corporation, and that said in-
strument was signed and sealed in behalf of said SKELLY
OIL COMPANY by authori f its Board of Directors, and
that sald (/c» Zéué;x<z4«/ acknowledged
sald instrument to b€ the free aczt and deed of said corp-

oration.
%eé£:c4! /{/Z«:*g/‘

Notary Publil
My commission explres:
My Commission Expires Mar. 18, 1958
STATE OF
S3
COUNTY OF
On this day of s 1957, before
me appeared » to me per-
sonally known, who, being by me duly sworn, did say that
he 1s the President of TIDEWATER OIL COMPANY, a

corporation, and that the seal affixed to said instrument
13 the corporate seal of said corporation, and that said
instrument was signed and sealed in behalf of said corp-
oration by authority of its Board of Directors, and that
sald _ acknowledged said in-
strument to be the free act and deed of saild corporation.

Notary Public
My commission explres:




STATE OF

. S8
COUNTY OF
On this day of s 1957, before
me appeared s t0 me per-
sonally known; who, being by me duly sworn, did say that
he is the Preslident of SINCLAIR OIL AND GAS

COMPANY, a corporation, and that the seal affixed to
said instrument is the c¢orporate seal of said corpora-
tion, and that sald instrument was signed and sealed in
behalf of sald corporation by authority of its Board of
Directors, and that said _ _
acknowledged saild instrument to be the free act and deed
of said corporation.

Notary Public

My commisslion explress

STATE OF
3s
COUNTY OF
On this day of : » 1957, before
me appeared s o me person-
ally known, who, being by me duly sworn, did say that he
is the President of THE ATLANTIC REFINING COMPANY,

a ocorporation, and that the seal affixed to sald instru-
ment 1s 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
that said aclknowledged sald
instrument to be the free act and deed of sald corporation.

ﬁbtary;Pubiic
My Commission expires:




STATE OF

SS
COUNTY OF
On this day of s 1957, before
me appeared , to me person-
ally known, who, being by me duly sworn, did say that he
is the President of GULF OIL CORPORATION, a corp-

oration, and that the seal affixed to said instrument is
the corporate seal of said corporation, and that saild in-
strument was signed and sealed in behalf of saild corpora-
tion by authority of its Board of Directors, and that said

acknowledged said instrument
to be the free act and deed of said corpcration.

Notary Public
My commigsion expires:

STATE OF
SS
COUNTY OF
On this day of , 1957, before
me appeared , to me personally

known, who, being by me duly sworn, did say that he is the
President of SUNRAY MID-CONTINENT OIL COMPANY, a
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 corp-
oration by authority of its Board of Directors and that
said acknowledged said
instrument to be the free act and deed of sald corporation.

Notary Public
My commission expires:




STATE OF

Ss
COUNTY OF
On this day of s 1957, before
me appeared s Yo me per-
sonally known, who, being by me duly sworn, did say that
he is the President of SEABOARD OIL COMPANY, a

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 sald corp-
oration by authority of its Board of Directors, and that

said _ acknowledged said
instrument to be the free act and deed of sald corporation.

Notary Public
My commission expires:
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EXHIBIT "A"
SKELLY OIL COMPAN: -OPERATOR

BLUE QUAIL UNIT

T-10-8 R-324& 34-E
LEA COUNTY, NEW MEXICO
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SKELLY
SCHEDULE OF

EYHIBIT "B"
BLUE QUAIL UNIT

OIL COMPANY - COPERATOR
PERCENTAGE AND OWNERSHIP

OF

OIL AND GAS INTERESTS IN

ATT, LAKDS

New Mexico ¥Landowner & Record Owner Over- Working Interest Owner and Percentage of
Description No. of tate Lease Fercentage ol Lease riding Interest Under Option Agreement,
% Tract No Acres and Date of Royalty Application Royalty Operating Agreement or Assignment
Tract No. 1 159.48 E-1644 State of Skelly 0il Nene Skelly 0il Company 87.50%
Tot No. 1 (6-10-48) New Mexico  Company
(39.73 ac) 123%
Lot No. 2
(32.75 ac)
& E2 NWh
Sec. 30
T10S-R34E
Tract No. 2 478,56 E-8898 State of Skelly 0il None Skelly 0il Company 87.50%
Tot No. 1 (3-15-55) New Mexico Company
rw\W.mw mOv u.m.nmm
Lot No, 2
{30.62 ac)
Lot No. 2
(39.66 ac)
Lot No. 4
(39.70 ac)
E2 W2 Sec. 19
NE4 Sec. 30
T10S-R3LE
Tract No.3 160.00 -7158 State of Tidewater None Tidewater 0il Company 87.50%
TEO Sec. 1© : (6-10-53) Zm: Mexico 0il Co.
T10S-R34E 1217
Tract No, L
NZO Sec. 19 160.00 E-3341 State of Sinclair 0il None Sinclair 0il & Gas Company 87.50%
T10S-R3UE (3-10-50) New Mexico and Gas Co.
12 14

2/

H:WOA No. 5 80.00 E-7395 State of Gulf 0il None Gulf 01l Corporation 87.50%
SEL Sec, 24 (9-15-53) Zmi Mexico Corporation

SHJﬂ R3I3E

HMIB



Page #2 EXHIBIT "B"
BLUE QUATL UNIT
SKELLY OIL COMPANY - Cperator
SCHEDULE OF PERCENTAGE & OWNERSHEIP OIL & GAS
INTERESTS IN ALL LANDS
New Mexico #Landowner & Record Owner Over- Working Interest Owner & Percentage of
Tescription No. of State Lease Percentage of Lease riding Interest Under Option Agreement,
& Tract Noe. Acres & Date of Royslty ‘Application _Royalty  Operating Agreement or Assignment
Tract No. 6 80,00 £-1857 State of Sunray-Mid- None Sunray-Mid-Continsnt 87.50%
CZ Szl Sec. 2l (5-10-},8) New Msxico Continent 0il 011 Company & Seaboard
T10S-R33E 1244 Company & Sea=- 011 Company,; jointly
board 0il Company, ,
Jjointly

Tract No. 7 160.00 E-6290 State of The Atlentic None The Atlantic Refining
B4 Sec. 25 {6-10-52) New Mexico Refining Company rwaﬂm&
T1CS-R33E 1247 Company

Sunray-Mid-Continent

011 Company & Seaboard

0il Company, jointly 21.875%

Gulf 011 Corporation 21.875% 87.50%

I278.0%

* Al New Mexico State Lands
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SEISMIC INTERPRETATION EXHIBIT "C .
NEAR DEVONIAN HORIZON SKELLY OIL COMPANY - OPERATOR

BLUE QUAIL UNIT
T-10S R-34E
LEA COUNTY, NEW MEXICO




