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C. FRED CHAMBERS TELEPHONE
W. D. KENNEDY Decernber 30 ’ 1960 MU 3-4643

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

Attention: Mr. A. L. Porter, Jr.
Gentlemen:

We have been advised by Mr. Joe D. Ramey of your Hobbs
District office that it is necessary to make application for a
hearing to receive the Commission's approval of the formation of
a gas unit composed of 200 acres in the Eumont Gas Field, des-
cribed as follows: v

NE/4 NE/4, S/2 NE/4, N/2 SE/4 Section 34, T-19-8,
R-37-E, Lea County, New Mexico

being further described as:

Sinclair 0il & Gas Company, State Lease E-274 dated 4-10-45
Texaco, Inc., State Lease E-5458 dated 8-10-51

Shell 0O0il Company, State Lease A-1118 dated 9-15-28

I. W. Lovelady, State Lease E-6175 dated 11-17-59

comprising 200 contiguous acres in the E/2 Section 34, T-19-8S,
R-37-E, Lea County, New Mexico. >

Enclosed herewith is a carbon copy of the Communiti-
zation Agreement being entered into, which sets forth Chambers
& Kennedy's interest in this proposed gas unit. Originals of
this Agreement are in the process of execution by the various
companies involved.

We hereby request that we be granted a hearing as
soon as possible on the formation of this gas unit.

Also, we would like to point out that we have received
prior permission for a non-standard location as it applies to a
Grayburg oil well, but we also intend to dually complete the
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well from the Queen gas sand, and would like to request your
approval of the location from this standpoint.

Yours very truly,
CHAMBERS & KENNEDY

0 petd Uewenbbes

C. Fred Chambers

CFC:1b
encls.
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MIDLAND, TEXAS i
C. FRED CHAMBERS TELEPHDNE
W. D. KENNEDY MU 3-4643

December 12, 1960

New Mexico 0il Conservation Commission
P. O. Drawer "DD"
Santa Fe, New Mexico

Gentlemen:

We would like to request administrative approval for the
formation of a Queen Gas Unit comprised of the following acreage:

N/2 SE/4, E/2 NE/4, SW/4 NE/4, all in Section 34, T-19-8S,
R-37-E, Eumont Field, Lea County, New Mexico - 200 acres.

We are presently drilling a well located 1649' from the l//'"/
South line and 2197' from the East line of said Section 34.

The following companies have agreed to allocate their acreage
to the unit:

Texaco, Inc. - 40 acres - SW/4 of the NE/4

Shell 0il Company - 40 acres - NE/4 of the NE/4

Sinclair 0il & Gas Company - 80 acres - SE/4 of the NE/4
NE/4 of the SE/4

In accordance with the regulations in Order R-1670 we are
hereby sending certified copies of this letter to the operators
of offsetting acreage, informing them of our intention to form
a Queen Gas Unit, namely:
W. K. Byrom, 1000 N. Dal Paso, Hobbs, New Mexico
N. E. Salsich, Jr., 716 Midland Nat'l Bank Bldg., Midland, Texas
Tidewater 0il Company, P. O. Box 1231, Midland, Texas
Standard of Texas, P. O. Box 1660, Midland, Texas

Attached hereto are three copies of certified plat covering
the above acreage.

Yours very truly,

L CHAMBERS &
4 s -7 ’ e

. ,',.7 kv L } P -3

A o //W(&/é'//(, . L /../ [y

e Sanforl E. McCormick
' SMcC:1b g
encls.



THIS AGREEMENT is aade and entered iato this litua day of uvecewber, LY&0,
by and between C, FRED CHAMBERS and W, . KENNEUY, trading amd doing business
as CHAMBERS & KEMNEDY, whose address is 607 Midland Natiopal Bank Building,
Midland, Texas, hereinafter sometimes referred to as "Operator,’' and SINCLAIX
OIL & GAS COMPANY, Box 1470, HMidland, Texas; TEXACO INC., V & J Tower, hidland,
Texas; SHELL OIL COMPANY, Box 345, Roswell, New Mexico; and I, W, LOVELADY,
pox 3463, Odessa, Texas; hereinafter azometimes referred to ss "Non-Operators’;

WITHES: 3ETH:

WHEREAS, the Commissioner of Public Lands of the 3dtate of New Mexico is
authorized by Acts of Legislature 8: set forth in the Hew liexico itatutes Anno-
tated, 1953 Compilation, to consent to and approve the development and operation
of state Lands under comwunitization azresments maxie by oil and gas lessees of
3tate Lands jointly or severally with other oil snd z@s lessees of State Lands,
when such agreements are determined te be for the best interests of tne State;

WHEREAS, Sinclailr 0il & Gas Company is the present record title ouner and
holder of and mole owner of the full 7/éths working iaterest in that certain
state of New Mexico 0Oil and Gas Lease bearing No. E-274, iasued April 10, 1945,
ewbracing, ewong other lamds, the followiag described land in Lea County, New

Mexico;
SE/4 WE/4 s RE/4 SE/6 of Section 34,
Township 19 South, Range 37 East NePN,
containing <0 acres, wore or less;

WHEREAS , Texaco Inc. i the present record title owner amd holder of and
sole owner of the full 7/8ths working ilaterest in that certain State of New
Mexico Oil and Gas Lease bearing Mo. E-354545, issued August 10, 1951, euwbracing,
awong other lands, the following described lamd in Lea County, New Mexico:

3W/4 NE/4 of Section 34, Township 19 3Souta,
Range 37 East RPH, containing 40 acres,
wore or less;

WHEREAS, 5hell Oil Company is tihe present record title owner amd uolder of
and sole owner of the full 7/3ths working interest in that certain 5State of New

mexico 0Ll and Gas Lease bearing No. A-111Y, issued September 15, 1925, ewbracing,

among other lands, the following described land in Lea County, New Mexico:



NR/4 MB/4 of section 34, Township 19 sSouth,
Range 37 East MMPH, contalaning &0 acres,
more or less;

WHEREAS, Y. 4. Lovelady La the present record title owner amd holder of
and sole owner of the full 7/8ths working interest in that certain State of New
Mexico 0il and Gas Lesse bearing No. 0G-6175, issued Noveuber 17, 1959, eubrac-
ing the following described land in Lea County, New Mexico:

/4 $B/4 of section 34, Towaship 19 South,
Range 37 Esst NiiP¥, containing 40 scres,
mors or less;

WHEREAS , Chambers & Heanedy join in the execution of this Communitization
Agreement for the reason that I. W. Lovelady has agreed to assign his operating
rights under the leass listed above in hiz name upon the completion of 2 commer-
cial producer of oil or zas on the tract covered by State Lease E-6175 above,
and Chambers & Kennedy intead to snd do hereby communitize all of their right,
title and interest ia and to said lease witih the other lesses above referved to;

WHERRAS , the parties hereto desire to communitize and pool the above des-
cribed il and Gas Leases, insofar az said leases cover the above described land,
in order to form & gas proration uait for the production of dry ;as and associsted
ligquidé hydrocarbons from the Queen Sand Formation, as follows:

E/2 ¥&/4, the 3W/4 NE/4 and the N/2 sE/4
of Section 34, Township 19 South, Range
37 BAST MMPH, containing 200 acres, wore
or less (hereinatfter sometimes referred
to &5 “communitized area’);

WHEREAS, in order to be consistent with existing rules and regulatiouns of
the New Hexico Qil Comeservation Jomuission covering well-spacing aad preoduction
allowables, the parties hereto désire tc operate the communitized araa for the
purpose and iatentiom of developing dry ;85 aml assoclated liguid hydrocarbons
from the Queen 3and Formation &3 an entirety in accordance with the terms and
provisions of this agreement.

NOW , THEREFORE, in cousideration of the premises and wutual advantsges
offered by this szgreewment, it is mutually covensated and agreed by and betwesen
the parties hereto as follows:

1. The communitized area snall be developed and operated for dry gas and

1iquid hydrocarbone extracted thereirom producible from the Jueea Sand Formation

az an antirety with rhe undersfanding anki s resment that the drv -as sand 1{aunid



hydrocarbons extrscted therefrom produced from the commnitized ares shall be
allocated among the lessebolds cowprising said communitized area in the propor-
tion that the acreage interest of each leasehold besrs to the entire acresage
interest comuitted hereto. The royslties pavable fox dry gas and liguid hydro-
carbons extracted therefrowm 20 z2llecated to the lands cosprising the leaseholds
ani the rentals and the shut~in gas well rovalties provided for therein shall
be deteruined and paid on the basis respectively prescribed in the individual
leases.

2. CHAMBERS & KENNEDY shall be tue initial Operator of sald comsunitized
area, and all matters of operation, adjustments between the working interest
owaers, and paynent of royalties, overridia, royalties, rentals and shut-in gas
vell royalties shall be governed by the provisions of the ‘Operating Agreement”
executed by tioe working lnterest owaer:z contemporaneously witih tae execution of
this ezreemmnt. There shall be no obligation on the parties hereto to offset
any dry gas well or wells on separate coaponent tracts into which sald cowmuni-
tized ares is now or amay heresfter be Jivided, mor shall the parties hereto be
required to separetely wmeasure sald dry zas and liquid hydrocarbons extracted
therefron by reason of the diverse intecrests in the dry gas and liquid hydrocar-
pons extracted therefrom in aud under sald tracts, but the parties hereto shall
not be released froum their obligation to protect said comaunitized area from
drainage by a dry gas well or wells in the jueen Sami Formation wiich way be
drilled offsetting sald commmitized area.

3. Except as herein wodified and chenged, said oil aod gas leases herein-
above described shall remsin in full force and sffect as originally mede and
igsued or as awended prior to this agrecuent. It is further agreed that tiae
commencement , cozpletion, continued operation or production of a well or wells
for dry gzas or dry gas and liquid hydrocarbons extracted therefrom from any part
of the comaunitized sres from the jueen sand Forastion as an entirety shall be
construed and considered for all purpose: (except for royalty paywment purposes)
as the comaencement, completioan, continuec operation or production as to each
tract and separste lease imcludded in this agreemeant.

4. All preduction of dry zas and liquid hydrocarbons extracted therefrom

and disposal thereof shall be in conformity with allocations, allotments and



quotas wade and fixed by any Jduly authorized perscn or regulatory body under
applicable Federal or State statutes. Tik provisions of this agreement shall be
aubject to all applicable Pederal or State statutes or executive orders, rules

and rejulations which affect performance of any of the provisions of this egreeuent,
and ao party hereto shall suffer 2 forfeiture or be liable in damages for failure
to comply with any of the provisions of this agreement if such cowpliance is pre-
vented by or if such failure results from cowplience with aay such law, rule or
regulation,

5. This agreement shall be effective sa of the date hereof, upon execution
by the parties hereto, notwithstamding the date of execution, and upon approval
of the Coumisclioner of Public Landc of ¢he state of New Hexico, and shall remain
in full force and effect for a period of one year but not longer than the shortest
term of any lease within the communitized area, whichever is shorter, and so long
thereafter 2z dry ies or dry gas and liguid hydrocarbons extracted therefrom are
produced from any part of said commumitized area in paying quantities, provided
that prior to production in psying yuantities from said communitized area amd upon
fulfillment of all requirementsz of the 2il Conservation Commission of the State of
Hew Mexice with respect to any dry bole or abandoned well, this ayreewment may be
terminated &t any time by the mutual ayreement of the parties hereto.

Should production in paying uantitics of dry gas or dry zas and liquid hydro-
carbons extracted therefrom be obtained while rnis agreement 1s in force and effect
and thereafter cesse frowm any cause after the expiration of said period of ome
year but not louger than the shortest tarm of any lease within the coowmunitised
area, whichever Lz sherter, this agreement shall oot termiaate if fhe parties
hareto commence additional drilling or reworking operations withian 80 days after
the ceszation of such production and shall rauain Lin full force amd effzct wso long
as such operations are prosecuted in good faith with no cessation of more than 20
consecutive days, and if such operations result inm the production of dry gas or
dry gas and liquid hydrocarbons extracted lherefrom in paylag quaatities, 3o long
thereafter as dry gaa or dry gas and 1iquid hzirocearbons extracted therefrom are
produced in paying quantities from said scommnitized area; provided, however,
written aotice of intentlion to commence such operatioas shall be filed with the

state of New Mexico within 30 davs after tiwe cessation of such production and the



report of the status of such operations shall be wade to the State of New Mexico
every 30 days, and the cessation of such operations for more than 20 consecutive
days shall be considered as an abandonment of such operations and this agreesent
shall thereupoa terminste.

6. This agreement shall be 3ubject to the consent and approval of the Com-
wissioner of Public Lands of the State of New Mexico.

7. This agreement shall be binding upon the parties nereto and shall extend
to and be bimiing upon thelr heirs, executors, administrators, suwccessors, and
assigns.

Y. This agreemsnt may be executed in one or wmore counterparts by any of
the parties hereto and all couutexparts 30 esecuted shall be taken as & single
agreement and shall have the same force amdi effect as if all parties had in fact
executed but a single fustrument,

IH WITHESS WHERROF, the parties have executed this agreement as of the

date fivst hereinsbove written.

CHAMBERS & RKEHNENW

S S, -

T Harion 6. Chaumbers C. Fred Chambers

By

Mary B. Xennedy W, 2, Kennedy

SINCLAIR OIL & GAS COMPANY

ATTEST:
- By -
Asslastant Secretery Vice Presideat
TEXACO INC,
Su — .
Attorney ia Fact
SHELL Oli COMPANY
By e -
Atioraey in Pfact
Verta T, Lovelady 1. ¥. Lovelady



CONSENTED TO AND APPROVED this __ _ day of , 196

CONMISSTONER OF PUBLIC LAMOS
of the stats of New Mexico

THFE. STATE OF TEXAS
COUNTY OF MIULAND
The foregeing imetrunent uas acknowledged before me this day of

Janusry, 1961, by C. Fred Chambers and ifarion §. Chambers, his wife; and by
Y. D. Xennedy and Mary B. Kennedy, his wife.

¥y Comaission Ixpires o

Jure 1, 1961 " Wotary Public

THE STATZ OF TEXAS
COUNTY OF MIODLAND
The foregoing instrument was acknowledzed before me this day of

e e , 196___ ., by B, L. BLSTON, Vice President of %sinclair il &
Gas Company, a Malme corporation, ou behalf of said corporation.

My Cowmmission Expires

June 1, 1561 Hotary Publis
THE BTATE OF
COUNTY OF -
The forezoing instrument wae:s acknowled;ed before me thls day of
, 196, by » Attorney
in Fact of TEXACO INC., a } o corporation, on benalf of

said corporation.

Fv Comnl ssion Expires

Notary Public

THE STATE OF
COUNTY OF

The foregoing inatrument was acknoviedged before me this day of
— » 196__, by » Attorney
in Pact of SBELL OIL COMPANY, a , X corporation, on

benalf of sald corporstion,

¥y Comniszlon Expires

P

" Hotary Public

THE STATE OF TEXAS
COUNTY OF ECTOR

The foregoiny instrument was acknowledged before me this day of

e e 7ot

L



s ive s by L. ¥, Lovelady amd Verta T. Lovelady,

his wife.

tiy Cowalzgioa Expires

June 1, 1961. Yotary Public



