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P o - - ~ Unit Name _myqummezmm. SOUTH UNIT (EXPLORATORY) mmw mm
. Operator _ Tenneco Oil Company ‘ _ P
) County Lea County, New Mexico _ ) C < th“u \\\ W
DATE OCC CASE N0.4573~ _  EFFECIIVE TOTAL ™ , | . SEGREGATTION
APPROVED QCC_ORDER _NO. R-4174 DATE _ ACREAGE STATE . FEDERAL INDIAN-FEE CLAUSE TERM
7-30-71

UNIT AREA

TOWNSHIP 11

August 3, 1971 7-30-71  '2,535.57 2,535.57 none none V&S VY.

SOUTH, RANGE 34 EAST, N.M.P.M.

Section 24:

TOWNSHIP 11

s/2

SOUTH, RANGE 35 EAST, N.M.P.M,

Section 19:
Section 20:
Section 29:
Section 30:
Section 31:
Section 32:

Lots 3, 4, E/2sw/4, B/2 _ : s
w/2

W/2 _

Lots 1, 2, 3, 4, E/2w/2, E/2 _ : o
E/2 : . .
NW/4 : o




Unit Name SAND SPRINGS, SOUTH UNIT  (EXPLORATORY)

A T T

ces

Operator _ Tenneco Qil Company.

. ~ County Lea County, N w Mexico
STATE LEASE INSTI- : i : " RATIFIED ACREAGE
TRACT NO. NO. TUTION ,SEC. TWP. RGE. SUBSECTION DATE ACRES NOT - .

| | . RATIFIE LESSEE

1 K-1879-2 C.S. 24 11s  34E S/2 7-2-71 -~ 320.00 Cities Service -

. _ 2 Aztec 0il & Gas
2 'K-1880-2 C.S. 29  1l1s  3SE NW/4 - 7-2-71 160,00 Cities Service
3 x-1881-2 C.S. 30 11§  35E SE/4 - o 7-2-71 160.00 Cities Service
4. - K-1882 c.s. 31" 118  35E "E/2 7-2~71 320.00 Cities Service
5. K~1952 C.S. 19 lls 35 Lots 2,4, E/2sW/4 7-2-71 311.65 Cities Service

20 11s 35 NW/4

6o K-2038-1 C.S. 30 11s  35E Lots 1,2,3,4, E/2W/2 7-8~71 303,92 Atlantic Richfield,
7. K-2312-4 C.S. 32 11s  35E NW/4 7-2-71 160,00 Cities Service
8. K-3100-2 C.S. 30 11s  35E NE/4 7-2-71 160.00. Cities Service
9, X-6104  C.S. 20 11§  35E sW/4 | 7-1-71 160,00 Aztec 0il & Gas
10. L-1029  cC.s. 29 115 35E SW/4 7-1-71 160,00 J. H. Conine, Jr.
11. 1-5484 C.S. 19  11s 3S5E E/2 7-1=71 320,00 Tenneco 0il Company




DATE
APPROVED

0CC CASE N0.4573
OCC_ORDER_NG. R—-4174

7-30-71

UNYIT AREA

HOQdmaHm 11

‘August 3, 1971

Section 24:

TOWNSHIP 11

SOUTH, RANGE 34 EAST, N.M,P.M

SOUTH, RANGE 35 EAST, N.M,P.M.

Section 19:
Section 20:
Section 29:
Section 30:
Secticn 31:
Section 32:

Lots 3, 4, w\mmz\p M\N

Lots 1, 2, 3, 4, E/2W/2, M\N

can Name

meU mwszmmzimcch UNIT &wxwaowmsommv
ovmﬂmnon o1l

| mmumnmawwwy

ZQG;zm%vno

EFFECTIVE SEGREGATION

ACREAGE
2,535.57.

FEDERAL INDIAN-FEE

7-30-71




Unit Name SAND SPRINGS, ‘SOUTH UNIT (EXPLORATORY)

Oﬂmﬁwﬁoﬂ 4 nec ompany. ...l
County Lea County, N w Mexico
LEASE  INSTI- | o RATIFIED ACREAGE
NO. TUTION SEC. TWP. RGE. SUBSECTION DATE ACRES NOT

| | o | | RATIFIED LESSEE
K-1879-2 C.S. 24 118  34E 5/2 7-2-71 320.00 Cities Service -

, ) : , Aztec 0Oil & Gas
'x-1880-2 C.S. 29 1ls 358 NW/4 o 7-2-71 160,00 Cities Service
K-1881-2 C.S. .30 1lls 35 - SE/4 7-2-71 © 160.00 Cities Service
K~1882 C.S. 31 . 1ls 35E E/2 ~ 7=2-71 . 320.00 Cities Sexvice
X-1952  C.S. 19 115 35E Lots 3,4, E/2sW/4 7-2-71 311.65 Cities Service

20 11s  35E NW/4 _ & : :
K-2038~1 C.S. 30 118 35E Lots 1,2,3,4, E/2W/2.  7-8~7) 303.92 Atlantic Richfield
K-2312-4 C.S. 32 11§ 358  Nw/4 0O 7-2-71 160.00 | Cities Service
- K ;
._ ; # 3P

K~3100-2 C.s. 30 11s 35E NE/4 , .mnwwmw\ F-2-71 160.00 Cities Service

| ot \f .
K-6104 C.S. 20 115 = 35E sw/4 LY 21 7--n 160,00 Aztec 0il & Gas

= ) . .a....‘.M.. ..f.a» |w .

L-1029 C.S. 29 11 35E sw/a. o 8", F 7-1=71 160.00 | J. H. Conine, Jr.

| Ny , .
L-5484  C.S. 19 11s 35 E/2 m&v - o 7-1-71 320,00 Tenneco Oil Company




‘ 6 BREFORE THE
§ NEW MEXICO OIL CONSERVATION COMMISSION
8 Santa Fe, New Mexico - -
S July 28, 1971
€. :é o . .
S EXAMINER HEARING
] £ -
95 5 B | o e m e
.0 -~
= F 3 )
Ao ] ] IN THE MATTER OF: )
“r 2 3
o :0% Application of Tenneco Oil Company )
2 % for a unit agreement, Lea County, ) ' -
PO New Mexico. Applicant, in the ) Case No. 4573
o 2w above-styled cause, seeks approval )
e T - of the Sand Springs South Unit Area ’
— g' é comprising 2536 acres, more or less, )
a> ¢ g of state lands in Township 11 South, )
‘as 5 2 Ranges 35 and 34 -East, Lea County, )
E 5 ¢ New Mexico. ?)
e Z )
s e & | ameema . e ot s o e o e o e e Bt e B s i o B e o e ————
. = é a
= 3 3 ;
g é : BEFORE: ELVIS A. UTZ, EXAMINER
< & R

TRANSCRIPT OF HEARING
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MR. UTZ: Case 4573,
MR, TTATCH:  Case 4573, Apnlication of Tennécé 0il
Company for a unit agreement, Lea County, New México.
MR, ¥YELLY: Rooker Xelly of the firm of White,
Gilbert, Koch, ¥elly and McCarthy, appearinq“ph behalf 6f‘the
applicants.
- T have one witness and ask that he be sworn.’
(Witness swo;n.)
MR, UTZ: Are tﬁere other apoearances? fog'may

proceed,

MR, KELLY: Mr., Examiner, T was_ informed “that therel|

Hoiz

‘is not a written anplication in this case. Would vou like me

Yo
B ¥R, UTZ: T helieve that's cOrrect.
MR, KELLY: Would yéu like me fo send that bv a
letterr? ’ e

.

MR, UTZ- Well, T imaQine that it would'he-ip'
order to. Do you think so?

MR, NATCHY- Yhy dn't vou do it

MR, KELLY: All right.

M. RB. VENUS, TR,

havina heen first duly sworn, according to law, testified
upon his oath as follows:

DTRECT EXAMINATION

o — e e et e e

BY MR, KRILLY:
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Would you state your name, position and employer, please
My name is N, B, Venus, Jr. 1 am 2 senior land man for
Tenneco 0il Company; headquartered in Midland, Texas.

And ho - long have you been with Tenneco?

0Oh, well, over fifteen vears,

And as part of vour resvonsihilities. are you concerned
with preparing unit aqreemehts for Mew Mexiqo?

Yes, sir.

And did yon prepare thé unit agreement which is marked

exhibit two in this case?

Yes, sir.

Now, referring to what has been marked exhibit one, do

you have a copy of that plat?

No, sir, I don'‘t. ~

Well --

I

MR, VTATCH: %hy don't vou, if'ydu need to testify,

why don't you move up here closer to the examiner.

THE WITNFSS: ALl right. This will be fine.
(Mr. Xelly continuing) Well, exhibit one is a plat
showina the outline of the units: is that correct?
Yes., The outline of the unit as being nresented this
morninq; aﬁﬁ a larger outline of an attempted.unit.
The areca edged in red is thé proposed unit? Is that

correct?

Yes, sir.

~
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i il @ And exhibit number two, which is a copy of the proposed
§ 2| - unit agreement, specified the actual acreage on'some“paga?'
C-') o . =
o2 31 A Page two, ves, siir.
;é 4| © And what is +he total acreage, sir?
T A 2,535,557 acres.
| 26 5 ’ .
er B
haaiy 6 Q And are yvou unitizing everything below the surface?
A Ao 2 )
i N 7 A From the surface to the base of the Bough "C" formation
3' =
! + — only.
! a> 8 ¥
- o 0 . In the Permo Penn? Now, is that the base of the Bough "¢" -
SN L) ' : - A
”EE "0 formation? 1Is that established by any particular well?
g o _ " .
_:; i A Well, -it is established by, oh, over a half a dozen vellg
= 12 in the immediate area.
3 Q ~ AlY right. Now, referring to -
: wl® Whic': were drilled to a much deeper depth,.
- A’ o )
1% ‘ s Q I see. Referring to exhibit one. ‘ You have an overlay
f . % there that shows some geology. What werxe your contro’.
: cn that?
17 ’ . . ‘ .
i 2. Let's see, we had ten wells that we used for our suhsurfaice
i control.
: 19 . ,
} ¢ And all of those wells went through the Bough "“C"?
200 |
; ' A Yes, sir.
2t | |
. Q Have any of those Boughs ever tested the Bough "C"?
22 :
t : . ' _
: y A There were tests on eight of the wells, tested the Bough
23 :
1 C 1]
24 ; ,
Q There would have been no production?
‘ 25
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Yes, sir.

“through or to the base of the Rough "C", in which the

" ovmer.

No production.

Allrffﬁht. Ts there anything else vou wish to add in
reference to exhibit number one?

No, sir. I don't -- T can't think of anythiﬁq.

So the unit is formed for vrimary nroduction?

Now, who is the working interest, working operators?
The working operator is Tenneco 0il Company.
And is all of this land state land?

Fvery acre is state land.

Now, could vou refer the exariner to the exhibit in the | °
unit agreement which shows your percentage of sign-up? - -I' =

Could vou o through that?

That iéhexhiﬁit B, the last twvo pages of the unit'agrée~
ment .,

Now, explain to the examiner your ﬁercentaqe of sign-up.

We have assignments of overator rights from the surface
Tenneco Company is one hundred percent working interest

How ahout your rovalty and overriding rovalties?
The overriding rovalties are in every case the record
title holder if it is not Tenneco Nil Companvy, and I have

~- we have consent and ratifications from these companies

to the unit agroaement in every case, with the excention of




PAGE

o 1 five leases where the maximum override is one perxrcent.
2 [0 This is the Boling and Clark interests; is that correct?

3 A Yes. That is set out on exhibit B.

= 4|0 That is one quarter of one percent in about a five years'
: i 5! lease.
re : s
y P 6 1A Well, about one half of one percent.
g e 7|0  Is that right? 3 : T
i — o
: as : A
: ‘as g|A One quarter of one percent in one.
= , ' v
S 9 [0 Now, I take it that from the exhibit one that you attempted
. = 10 to form a larger unit, but were not able %o get some of
Lo [~ ‘ “ : B EE : : i
as> : : o -
= 1 the other lessees?

12 |2 That is true. Our initial unit outline took in all of

13 -the geology with the exception of an existlng South four
14 | 1akes units, bordering our area on the Southeast. |
s 2 You just couldn't work out arranqements with those
16 people? ‘
17 A There was no one would join us.
. i //18 0 I see. Now, you say this is all state acreage? Has the
19’ land office looked over this unit agreement and given
20 its approval?
21 A Yes.

:éz 0 Aﬁd is the unit agreement as Shobx in exhibit.rumber two
23 a similar--an agreement similar to those that have been
24 approved by this commigssion in the past?

A Yes. It is a word for word agreement. The only change

25
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pA

- Of the line.

"35 East.

being the exhibits and descriptions --

‘T see, --

Now, do you have any inférmaﬁion,onbthe necessity for thi;
unit as far as the economies in which you éxpect to get
out of the proceeds?

This area, with the ten wells Qas used for sﬁbsurface
control. “The planning of those well;ﬁpenetrated the
Devonian, a much deeperfformation thaﬁ our B.C. formation]
and our ‘initial well will-be drilléd,fa new hole in the

Southeast quarter of Section 20, Township 11 South, Range

From our experience in the»BQggh "C" in an area to
the North of this area, primarily_i;ATownships 9. South,
Ranges 34, 35,‘and‘36 IZast, in the Horth of Township in
Lea County. | |

We have found that any economy that you can use in
the conservation, especially with the large surface
equipmenﬁ necessary to lift this o0il, and large watexr’
volumes’in most every case that we have encountered, it
is just better to put as large an area togetﬂer as
possible.

I see. Now, in your --

I don't know whether I said that just like I meant to,

but --




s e Ak ssot e s G e

v

e R ML O M NS AP 1

RO A

s i T

TREARS
Y

3,
b

ot

Fa W4
N o
uid

-Me1er

dearnley

10
11
12
13
14

15

16

17

18

19

21

22

23

24

25

Ves, sir. 'a are just lucky in this case. 7T think that]
v <o
it is one hundred percent state land.
‘Now,fthefefofe,Jinvyour oninion, would the granting of
tﬁis or anproval of this unit agreement promote the
AdeQelopment of hydrécarbons in this area?
‘ﬁoy, there is no question ahout that, with the teh
previouslyidrilled tests that have’atrieaét'penétrated
this formation, and then in every case thay ware nlugéded

We&l, in other words, the aconomies are such that any
saving vourcan make on any of vour equipment such as
tank batteries and thinqs;’easil§ ——

Yas, sir.

~- Make a more - -

Yes, sir.

~- Feasible vreoject out of this s=ast -~

Ye just think there is a nossihi1i£y.

T see. Tn exhihit numher two, the ﬁnit«agreement says
youbhave sukmitted to the commigsion ﬁere,_is an executed
copv, isn't it?

Yes, sir.

rnd was exhibit'éne prenpared hy you, or under your
supervision?

ixhibit one and exhibhit tuwvo were prepared by me.

Y)Y right.

MR. KFLLY: I move the introduction of the two
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PAGE 9

exhibits.

MR. UTZ: Without objection, exhibits one and two,
wiil be entered into the record of the state.

14R. KELLY: We have no furthef guestions on diféct,
Mr. Examiner. | |

CROSS IXAMINATION

BY MR. UTZ:

0

A

Mr. Venus -~

Yes, sir. That is the isopach.

The bést‘part of the struciure, would you say, would tﬁét \??

That would be the'thickest sedéidn?
It appears that the uhit is over to.the Northeast.
Yes, sir. Our original vnit outline came on down into
here, and I have correspondence with me that I have
answers from everyone in that area. |

Now, this is a separate unit here, Mr. Utz.
sverything within the green outline is shown on this,
you tried to get into the unit; isn't that correct?
Yes, sir. Yes, sir.
And they wouldn't go?
No, sir. I couldn't get an answer cut of one company.

I sent them a return envelope.
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te}

Duker 0il Company?
Yes. They have a hox number here in Santa Fe. Lone Sta

wanted to aive us -- add a foot dry hole money, and

didn't want to do anything,

Sun have their acreage tied up in a proposed DevoniTn

deal over here to the West, and Flaq’R@dthbrne wanted -an
exhorbitant price for the acreage, 4did not want to join,
oY did not want to -- if they sold it, they wanted to
makéia few high priced --— éubert would not d» anything.
They have bought that state“Ieasg”EOrvrééénttyvaséibili—
tiesion that Devoniag drvy hole.

.

Now, where do you intend to dArill this well?

3

G

South of Fast 30, right between these two Devonian wells

mt}

i@re. A new hole. 1]

h

we are successful, then we
wi11 attempt re--entry.

You are looking for pfoduction‘on the Bo@gh "CE?

Yes, sir. Our ﬁnit agfeement is limited to the hase of
the Bough "C" .- These are tests in _—

Judging from vour contour here, then, vou apparently
think that these dry holes éhbuld ha&e done something
thev didn'*t 4o -- h
Yes.

-~ in the way of completion measures?

Right.

Is that correct?

e
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:
pacel 1 3‘,
) ! *
S 5 “ A Right. :
. ‘ : 2 g
“§ ‘gﬁ 3 Q@  And the real purpose of this unit would be to control %
; S ' ' : , P 5
; e ol the acreage within your yellow outline or red outline, 3
LA :'
; eo 5 the yellow acreage within the red outline for purposes :
¢ L2 ’ i
: o of spacing? :
e 6 b g
e . )
a2 v A Spacing and surface equipment. g
o . F
e ‘ - . ?
= 5 (o} Well, will all the area be ina& participating area? ‘
B A Yes. S
ey == 9 T .
= z
i = Q It will all participate?: - §
— 10
| = A Yes
e 1 -
v 1 Q Scin: effect if vou only complete one well, it will he - - ;
[ 12 i ) - ;
2,500 acre spacing? §
13 : . :
A Oh, no, sir. ThHat is not -- that is not -~ well, I §
14 ;_ ‘ o .
‘didn'‘t understand your gquestion. |
15 : ‘ . ;
' Q0  Well —- -
| 16 |
- A No. Our unit agreement calls for continuous development. |
17 . ~ , -
Q Oh, I see. At reqular intervals?
N 18
A Yes, sir.
19
Q Well, is it compulsory if you think yvou can fget another
20 i
well, yvou don't have to drill it now?
) 21 |
22 - :
Q So if you do just draw one complete well, then the entire
, 23 , ;
3 B “hundred twenty-five acres will participate in that well;
-* 24
L : is that correct?
25
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PAGE 12

Q

TTuntil a well capéble of producing unitized substances

. Paragraph 19.

o, sir. Our uhits will be contracted.

Paragraph eight on page five of the unit agreément, we

would have to drill a well at least every six months

is completed to the satisfaction of the commissioner.
Let's see, thén, there. is one place in;here #bout
the contract. |
¢ MR. KELLY: And make that Number 10 participate.
Number 10 is the participation aéreément.b
(Mr. Utz conéihdiﬁg) Wéll, jpéf glaﬁciﬁg at éhis,
paragraph claven would iﬁdicate ﬁhat the éntiré
participating area -or entire unit area would particiéaté
in the revenue from the production, but on the other hand,
paragraph 10 gives you the right to sell off or contract
the unit; is that right?

What was the last section?

Yes.

The right to sell or otherwise dispose of a proportiohal
sha;e of any working interest without specific authoriza-
tion from time to time to do so?

Yes.

So rather than to dilate. the thing, you will probably

R e .

b b s e et

contract the unit?

s

R
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A Yes, éir.
¢ At least that is your plan?
A Yes, sir. -
MR. UTZ: Are there cther questions?

MR. KELLY: MNothing further.

MR.  UT%: Witness may be excused.

(Witness excused)

MR. UTZ: Statements in the case?  Case will be

taken underfadvisement.

C.

R N R LR
L L T AT R T
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WITNESS

M. B. VENUS5, JR.

Direct Examination by Mr. Kelly

Cross Examination by ™Mr. Utz

EXHIBIT

Applicant's

Fxhibits 1

and 2%

INDEX

MARKED

PAGE

2

OFFERED AND
ADMITTED

8 and 9
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STATE OF NEW MEXICO )
- )
COUNTY OF BERWALILLO )
I, LINDA MALONE, Court Reporter, do hereby cextify that

the foregoing and attaéhéd Tfanséript of learing before the

New Mexico 0il Conservation Commission was reported by me; and

that the same is a true and correct record of the said

proceedings, to the best of my knowledge, skill, and ability.

e Dpaton

Court Reporter

de horeby Fartify thet ke fors B
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SPECIALIZING IN. DEPOSITIONS, HEARINGS, 'STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

209 SIMMS BLDG, & $,0, BOX 1092 & PHONE 243-6691 ¢ ALBUQUERQUE, NEW MEXICO

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

July 28, 1971
- EXAMINER HEARING

e e - e e B e N Gt T, - T Y oy S - O Gt R e e e S S e e g

IN THE MATTER OF: _ )

Application of Tenneco 0il Company )
for a unit agreement, Lea County, )
New Mexico. Applicant, in the- )
above-styled cause, seeks approval )
of the Sand Springs South Unit Area )
comprising 2536 acres, more or less,)
of state lands-in Township 11 South,)
Ranges 35 and 34 East, Lea County, )
New Mexico. )

)

Y —— St D U e S e s - e " A S e el o W e oa L e e e W DS e ot S G

BEFORE: ELVIS A. UTZ, EXAMINER

TRANSCRIPT OF HEARING

" Case No.

4573
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MR. UTZ: Case 4573.

MR. HATCH: Case 4573. Application of Tenneco 0il
Company for a unit agrqement,<Lea County, New Me%ico,

MR. KELLY: Rooker Kellv of the firm of Whité,
Gilbert, Koch, Keily and McCarthy, appéaring on behalf of the
applicants.

I have one witness and ask that he be sworn.

(ﬁithesé sworn. )

MR, UTZ: Are;there>other appearances? You may
proceeé.rw o

MR. KELLY: Mr, Examiner, Iswés informed that there
is not a written application in Ehls case. Would you like me
to ~-

MR, UTZ: I believe that's correct.

MR. KELLY: Would YOuwlike me to send that bv a
letter? | |

MR. UTZ: Well, I imagine that it would be in
ordef to. Do vou think so?

MR. HATCH: Why den't you do it

MR, KELLY: Al) right.

N. B. VEMUS, JR, -

having been first duly swern, according to law, testified

upon his oath as follows:

- DIRRCT EXAMINATION

BY MR. KELLY:
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bo)

A

Would you state your name, position and employer, ‘pléase

My name is N. B, Venus, Jr. I am a senior land man for

" Tenneco 0il Company; headqhartered'ip Midland, Texas.

And‘how long have you been with Tenneco?

Oh, well, over fifteeﬁ vears,

And as part of vour responsibilities. are yéu condernéd'
with preparing unit agregments for New Mexico?
Yes,‘sir.'

And did vyou preparé éhe uﬁit agreement which is markedu
exhibit two in this case?

Yes, sir, |

Now, referring to Whét has been mafked eXhibitlone, d§
yoq.have a copy of éhat plat?

No, sir, I dén't.

Well --

MR.iHATCH; Why don't vou, if you need to testify;

why don't you move up here closer to the examiner.

A

THE WIYNESS: All right. This will be fine.

(Mr. Kelly continuing) wéil, exhibit one is a plat

showing the outline of the units; is that correct?

Yes. .The outline of the unit as being presented this
morning,; and a larger outliné of an attempted unit.
The area edged in red is the proposed unit? Is that
correct?

Yes, sir.
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unit agreement, Specified the actual aéreage‘on Some pagfp:
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Page two, yes, sir,
And what jg the total acreage, sir?

2,535.57 acres.

In the Permo Penn? Now, ig that the base of the Bough "¢:

formation? Is that establicheq by any pParticular well?

Well, it jig established by, oh, over a haif a<do?eh wellgd -

in the immediate areag.,
All right. Now, referring to ...

Which were drilled to 4 much’ deeper depth,

I see,. Referring to exhibis+ cne,’ You have an overlay

there Ehat Shows  some geology, What were your eontrols

Let’s see, we had ten weljg tha

Ccontrol,

RS s AL e e ST
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No production.

A1l right. Is there anyﬁhing else you wish to add in

reference to exhibit number one?

No, sir. I don't -- T can't think’of anything,

So the unitais formed for primary production?

'Yes, sir.

Now, who is4the workingminterest. workingloperatnrs?
The working operator is.fennecé 0il Compani;

And is all of this land state land?

Evéry acré is state land.

Now, could you refer the exarminer to the exhibit in the

~unit agreéement which shows your percentage of sign-un?

<

Could you go through that?

That is exhibit B, the last two pages of the unitvaqree—
nent . | |

Now, explain‘té the examiner vyour pércentage of sign-un.
We have assignments of "operator rights from the surface
through or to the hase 6f the Rough "C", in which the

Tenneco Company is one hundred percent working interest

owner.

How about your rovyalty and overriding rovalties?

- Tha ovétridinq royalties are in every case the record

~title holder if it is noE Tenneco N0il Company, and I have

-~ we have consent and ratifications from these companies

to the unit aqraement in every case, with the exception of




PAGE
r,,,_,,,,,,_—,_.,, )

five leases where the ‘raximum overrlde is one percent.

s

|

g ) .
1

i

\ 21\Q ghis is the poling and Clark‘interests; is that correct?
i
5 S A _ i
% <2  Yes. That is set out on exhibit B.
_ o ‘ _ .
%‘ ﬁﬁ That is one quarter of one percent in -about a £ive years'
! . |
'2 = lease.
H 'v;':: ’
\ oS F Well, about one half of one percent‘
S
% e 1s that right?
=
i ‘= _One quarter of one percent in one.
} = ’ )
év L g - Now, 1 take it that from the exnibit one that you attempted
'i‘:. ——ﬂ: ’ ) ‘ N 7
{ = 10 ro form 2 larger gnit, but were not able to get some of
: - the other jessees?

That is grue. Our 1n1t1a1 unit outline rook in all of
1 g3 : the geology with the exqeption of an exlstlng gouth four
lakes units: borderlng our area'dﬁ'tﬁe'Seutheast.

you: just couldn't work out arrangements with those

e T FURR

people?

There was no one would join us.

1 see. NO¥, you say this is all state acreage? Has the
1and office jooked over this unit agreement and given
its appro&al?

Yes.

And is the gnit agreement as shown in ex xhibit nunber £wo i
a gimilax—--an agreement similar to those that have peen

approved by this commlsslon in the past?

_i,,,ffff,fffffffff;__ffe oty TR

Yes. It is a word £0
25

H
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_Devonian, a much deeper formation than our B.C. formation;

‘and our initial well will be drilled, a new hole in the"
'35 East.

the North of this area, primarily in Townships 9 South,

being the exhibits and descriptiona --
I‘see. --

Of the line.

N;w, db you have any information on the necessity for thig
unit as far as the economies in which you expect to get
out of the proceceds?

This area, with the ten wells was used‘for subsurface

control. The planning of those wells penetrated the

Southeast quarter of Section 30, Township 11 South, Range

From our experience in the Bough "C" in an area to

Ranges 34, 35, and 36 East, in the North of Township in
Lea County.

We have found that any economy that you can use in
the conservation, especially with the  large sufface
equipment necessary to lift'this 0il, and large water
volumes in most every case that we have encountered, it
is just better to put as large an area together as
possible.

I see. Now, in yovr --

I don't know whether I said that just like I meant to,

but ~-

Ry

e etk
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o

O

O

. == Make a wmore .-

'Now,btherefore, in your opinion, would the granting of

this formétion, and theén in every case they were plgqqed

Well, in other words, the economies are such that any
saving you can make on any of your equipment such as
tank batteries and things, easily --

Yes, sir.

Yes, sir.
-~ Feasible project out of this east -—
Yes, sir.  We are- just lucky in this case. T think that

it is one hundred“perceﬁt state land.

thiS'qr.approval of this uhit'aqreement promote the
development of hydrocarbons in this area?
Boy, there is no question about that, with the ten

previously drilled tests that have at least penetrateéd’

We just think there is a possibility.

I see. In exhibhit number two, the uniﬁ agreement says
vou have subﬁiﬁfed td tﬁé commission here, i3 an executed
copy, isn't it?

Yes, sir.

And was exhibit one prepared'by yéu, or;hnder your
supervision?

Exnibit oné and exhibit two were prepared by me.

All right.

MR. KELLY: T move the introduction of the two
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BY MR. UTZ:

exhibits. o , -

MR. UTZ: Without obijection, exhibits one -and two,
will be éntered into the record of the sfate1

MR. KELLY: We have no further questions on direct,
Mr. Examiner.

CROSS EXAMINATION

Q.

A

©

>

TR

Mr. Venus ;—

Yes, sir. That is'the isopach.-
The best par£ of the strqcture, wogld_ypu say, would that
be the parts showing the low in the middle or the -
'Yes, ‘air.

-~ the high part? That wéuld be the thickest séctiqﬁ?
Yes, sir. N
1t appears that the uni£ is éver to.the Noftheast.

Yes, sir. Our original unit outline came on down into

here, and I have correspondence with me that I have

answers frém everyone in that area.

Now, this is a separate unit here, Mr. Uti.
Everything withiﬁ'the green'outlinéfis shown on this,
you tried to get into the unit; isn't that correct?
Yes, sir. Yes,‘sir. |
,And they wouldn't go?

No,\sir. I couldh’t get an answer sut of one company.

I sent them a return envelope.
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'make a few high priced -~ Hubert would not do anything.

. You are looking for production on the Bough "C"?
“the Bough "c", These are tests in --

~think that these dry holes should have done something

Duker 0il Company?
Yes. They have a box number here in Santa Fe. Lone Staf
wanted to give us -~ add a foot dry hcle money, and
didn'f want to do’anything.

Aéun have their acreage tied up in a proposed Déinifn 
deal over here to the West, anlelag Redthorne wanted an

exhorbitant brice for the acreage, did not want to join,

or did unot want to -- if they sold it, they wanted to

They have hought that state lease for re-entry possibili-
‘tigs on that Devonian dry hole, |

Now, where do you intend to drill this well?
South of East 30, right between these two’Devbhian wells.
Right here. A new hole. _If we are successful, then we .

will attempt redéntry.
Yes, sir. Our unit agreement is limited to the base of
Judging from your contour here, then, you apparently

thev didn't do --

Yes.

-~ in the way of completion measures?
Right.

Is that correct?
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Right.

And the real burpose of this unit would be to control
the écreage within your'yellow outline or red outlihe;
the yellow acreage-within the red outliqgvfor put@oses
of spaéing?

Spacing and surface eguipment.

Well, will all the area be in a participating area?
Yes.

I£VWiii all participate? - ‘ ’

Yes. :

So in effect if you only complete one well; it will be
2,500 acre spading? |

Qh, ;o, sir. That is not —-— that is not -- well, I
didn't underéfgnd your éﬁé;tién.

Well —- .

No. Our unit ;greeﬁent calls for continuous development.
Oh, I see. At regular intervélS?

Yes, sir.

Well, is it compulsory if you think you can get another
well, you don't have to drill it now?

No, sir.

" So if you do just draw one complete well, then the entire

hundred twenty-five acres will participate in that_well;

is that cerrect?

i, e g
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Pace 12
: 1 ]
: , A No, sir. Our units will be contracted.
' 2
e Q ~ Oh, I see.
82 3 ’
o A Paragraph eight on page five of the unit agreement, we
[fg ) .
; 4 ' ;
= would have to drill a well at least every six months
20 : - - :
o 5 . . : . L
5%; ’ - until a well capable of procducing unitized substances
i |
5%” 8 is completed to the satisfaction of the commissioner.
= 7 Let's see, then, there.is one place in here about
EE’ 8 the contract.
@ 7 MR. KELLY: -And make that Number 10 participate.
— 10 / g \
= gg Number 10 is the participation agreement.
. = 11 . S PO L .
A ‘ Q (Mr. Utz continuing) Well, just glancing at this,
{ 7 o n v f i ‘
i 12 paragraph eleven would indicate that the entire
é_ 13 participating area or entire unit'area would partidipate'
L Ei 14 in the revenue from the production; but on the other hangd,
E ‘ . - ) ) »
[ f 15 paragraph 10 gives you the right to sell off or contract -
15 the unit; is that right?
i - :
: 17} a wWhat was the last section?
. ; . . ‘ / ’ »/,r’.
- 18 o Paragraph 10.
; .
? 191 a Yes.
i
% 20 ¢ Tﬁe right to sell or otherwise dispose of a proportional
P ’.; - s
4 ? 21 share of any working interest without specific authoriza-
%: Z 22 tion from time to time to do so?
i_ : 231 A Yes.
b % . 24| o So rather than to dilate.the thing, you will'probably
@ 25 ____contract the unit?
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pace 13

. 1l A Yes, sir.

iﬁ S 2 Q At least that is Y6ur plah?

<

-gﬁ 3 A Yes, sir.
% s ! E% 4 MR. UTZ: Are there other guestions?
- ;_o s| ' MR. KELLY: ‘Nothing further. J
‘; / p 6 '~ MR. UTZ: Witness may be excused.
ff» 7 , ”(Witne;s’excﬁsed)

8 (. - MR. UTZ: Statements in the case? Case w;;_ilabe g

9| taken under advisement.

- dearnley-meier reperting
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STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ;
I, LINDA MALONE, Court Reporter, do héreby certify phaE>.
the foregoiﬁg anl attached Transcript of Hearing before the
Mew Mexico Oii‘Consérvation Cdmmission was reported by me; and

that the same is a true and .correct record of the said

proceedings, to the best of my knowledge, skill, and ability.

éjz(f »4(7527) éézfzéfféﬁek

Court Reporter ‘

Q\)‘r jﬁ/ :

Hnw Lceeico G Conservatﬁm -a::eission

DLV 2 e s
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OI1L CONSERVATION COMMISSION

STATE OF NEW MEXICO
P. 0. BOX 2088 - SANTA FE
87501

. GOVERNOR
BRUCE KING
CHAIRMAN

"LAND COMMISSIONER

ALEX J. ARMIJO
MEMBER

STATE GEOLOGIST
A. L.PORTER, JR.

August 4, 1971 SECRETARY - DIRECTOR
_ Re: ' Case No. 4573
Mr. Booker Xelly Order No. R<4174

White, Gilbert, Koch & Kelly
Attorneys at Law
Post Office Box 787

Applicant:

Tenneco Oil Company

Santa Fe, New Mexico

. Dear Sir:

Enclosed herew1th are two copies of the above- referenced

- Commission order recently entered in the subject case.

Very truly vours,

- Eideg

A. L. PORTER, Jr.
Secretary-Dlrector

ALP/ir
Copy of order also sent to:

Hobbs OCC X
Artesla occeC

other Unit Division - State Land Office
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BEFORE THE OIL CONSERVATICN COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISBION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CABE NO. 4573
Oxder No. R~4174

‘APPLICATION OF TENNECO OIL

COMPANY FOR APPROVAL OF THE
SOUTH SAND SPRINGS UNIT AGREE-
MENT, LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSI
THE SION:

This cause came on for hearing at 9 o'clock a.m. on
July 28, 1971, -at ESanta Fe, New Mexico, before Examiner
Elvis A, Ute.

NOW, on this___3rd day of August, 1971. the Commission,
a guorum being present, having considered the testimony, the
racord, and the recommendations of the Exaniner, angd being-
fully advised in the premises, :

FINDS:

(1) That 2ue public notice having been given as required
by law, the Commission has jurisdiction of this cauae and the
subject matter thereof,

(2) That tha applicant, Tenneco 0il Company, seeks app. ..

‘of the Bouth fand Springs Unit Agreement covering 2,535.57 acres,

more or less, of State lands described as follows:

LEA COUNTY, NEW MBEXIC.

TOWNEHIP 1l BCOUTH, RANGR 34 EASE, NMPM
Section 24: §/2

TOWNEHIP 11 8 RANGE 35 EBAST M
Section 193 8SW/4 and E/2

Section 20: W/2

Section 29: W/2

Section 30: All

fection 31: R/2

Section 32: MNW/4
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CAEE NO. 4573
Order No. R-4174

(3) That approval of the proposed unit agraeement should
promote the prevention of waste and the protection of correlative

| righte within the unit area.

IT IS THEREFORE ORDEREDt

(1) That the South Sand Springs Unit Agreement is hereby
approved. g

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, howaver,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or

i relinquishing, in any manner, any right, duty, or obligation whick

ie now, or may hereafter be, vested in the Commiseion to super-
vige and control operations for the exploration and devolopmont
of any lands committed to the unit and production of oil or gas
therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agree-
ment within 30 daye after the effective date thereof; that in the
event of subsequent joinder by any party or expansion or contrac-
tion of the unit area, the unit operator shall file with the
Commission within 30 days thercafter counterparts of the unit
agreement reflecting the subseription of those interests having
joined or ratificd.

(4) That thin ordar shall become effective upon the approval
of said unit agreement by the Cowumissioner of Public Lands for
the State of New Mexico; that this order shall terminate ipso
facto upon the termination of said unit agreement; and that the
last unit operator shall notify the Commission iuncaiutely in
writing of such termination.

(5) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fg, New Mexico, on the day and year hereinabove
designated.

STATE OF NEW MEXICO
OIL COHSERVAT;eﬁ COMMISSION

Y & Secrstary
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REGEIVED -~

. ALB3 1971
Jik CUNSHWAHUN COM*

July 30, 1871

Tennaco 0Ll Company
Denver, Colorado (20201

Res Send Springs, South Unit
Loe County, Hew Haxico

Gentlemsn: ,

Yhe Commissioner of Publie Lands hes this aaun ,appzﬁvad‘
your sand Springs, South Unit, lea County, Hew Hexico. The
effeqtive date to be ag of the Coxnisgionszr's apgzwai.

Bnolosed ere tive {5} certieiea&es of apprm'al. ,

Please oub&it o t‘!xﬁ.a efz!ca au wall recorén when
availadle,

Vaery truly yours, “
RAY D, GRARAM, D&mtor

. 041 and Gas
AJA/ROG/ 8

sucls. , '

c3e OCC~ Santa Fe, New Mexico
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WaITE, (hLBERT Kocu & KELLY“"
‘ thmer Wmm AND GILBERT)} R ) ’
: ATTORNEYS AND COUNSELORS AT LAW R cin s,
y LINCOLN BUILDING . -_.',;7'-:);/5 ; )
CARL H.GILBERT (1801-1963) Santa Fg, Nrw Mexico srso1 .~ .7 .f % N
- - 8 L4 . 2
L.C.WHITE . ‘ RE A S -L" {" .2
WILLIAM W. GILBERT . ) T e \ ' .~~‘; ',‘, ol
C . . SUMNER S. KOCH . el ‘Pos-r OF FICE o)t;a; \-~
T L : WILLIAM BOOKER KELLY U].y 30 1971 _______9_ o

JOHN F, MCTARTHY, JR, TELEPHONE 982-4301

{AREA CODOE 503}

/4/ Cé //Z /[,f | o | G - ”“ils»-m

Mr. A. L. Porter
s Segretary-Director
0il ¢onservation Commission ] g
P. O. Box 2088~-
Santa Fe, New Mexico 87501

KENNETH BATEMAN
BENJUAMIN PHILLIPS

N

) _ o Re: Tenneco 0il Company Application for
L S B Unit Agreement Case #4573
P Dear Mr. Porter:

At the request of Examine(igigié:é;;:j& submit the
following written applicati omplete your file
in the above-referred to matter. Tenneco 0il Company .
wishes approval for a unit agreement covering 2,535.57

acres in Township 11 South, Ranges 34 and 35 East,
Lea County, New Mexico.

All the 1land inVolved is 'state land and the New

‘Mexico Land Office has given its approval. The unitized
depth would be from the*surface down to and including

the base of the Bough "C" formation. Tenneco 0il Company
will be the operator of the unit and controls all of the
working interest. All. overrldlng royalty 1n?erests have
agreed with the exceptjion of two fractlonal interests
that represent from one-~fourth of one percent to one-half
of one percent of some of the leases within the unit area.

v ' If you need any additional information on this matter,
: please advise.

3 o | - | : Sinéerely; |
R | | 4{//&,{4/
Pt . . B4 KE ;

wbk:cc
Enclosure
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- Docket No. 16-71

"DOCKET: EXAMINER HEARING - WEDNESDAY - JULY 28, 1971

9 A.M.

- OIL CONSERVATION COMMISSION CONFERENCE ROOM,

_STATE LAND OFFICE BUILDING -~ SANTA FE, NEW MEXICO

‘The following cases will bé heard before Elvis A.‘Utz, Examiner, or

Daniel S. Nutter, Alternate Examiner:
CASE 4539: (Continued from the June 30, 1971, Examiner Hearing)
In the matter of the hearing ,called by the 0il Conserva-
tion Commission on its own motion to permit Doanbuy
Lease & Company, Inc., and all other interested persons
to appear and show cause why its following described
wells in Section 27, Township 14 South, Range 33 East,
Saundercrbnﬂ‘ Lea County, New Mexicc, should not be-
plugged and abandoned in accordance with a Commission-
approved plugging program.
Atlantic State AC-1 = Well No. 1 Unit N-
Atlantic State AC-2 ~ Well No. 2 Unit M
Atlantic State AC-2 Well No. 3 Unit O
Atlantic State AC-3  Well No. 4  Unit L
Atlantic State AC-3 Well No. 5° Unit-J
Atlantic State AC-4 Well No. 6 Unit P
Atlantic State AC-4  Well No. 7 Unit I
CASE 4558:

”(Continued from the June 30, 1971, Examiner Hearing)

CASE 4559:

Application of Midwest 0il Corporation for a unit

agreement, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks approval of the Little Inbe
{Bough "C”)'Unit Area comprising 2,240 acres, more or
less, of state lands in Sections 10, 11, 14 and 15 of
Township 10 South, Range 33 East, Inbe Permo-Penn5ylvanlan
Pool, Lea cOunty, New Mexico.

(Continued from the June 30, 1971, Examiner Hearing)

Application of Midwest 0Oil ‘Corporation for a waterflood
project, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks authority to institute a water-

flood project in its Little Inbe (Bough "C") Unit Area,

Inbe Permo-Pennsylvanian Pool, Lea County, New Mexico,
by the injection of water through three wells located in
Sections 11 and 14 of Township 10 South, Range 33 East,
Lea County, New Mexico.




Examiner Hearing - July 28, 1971
-2~

CASE 4563:

Docket No. 16-~71

(Continued from the June 30, 1971, Examiner Hearing)

CASE 4561:

=

"CASE 4570:

Application of Corinne Grace for special gas-oil ratio
limitation and pressure maintenance project, Chaves
County, New Mexico. Applicant, in the above-styled
cause, seeks authority to produce her State Well No. 1
located in Unit A of Section 1, Township 15 South,
Range 29 East, Double L-Queen Pool, Chaves County, New

‘Mexico, with no gas-oil ratio limitation, strip the
~ liquids, and institute a pressure maintenance project

by the injection of all said gas back into the producing

- formation through her State Well No. 2 located in Unit

B of sald Section 1. Applicant further seeks to transfer
an 0il allowable from sa1d Well No. 2 to said Well No. 1.

(Continued and readvertised from»the June 30, 1971,
‘Examiner Hearing)

" CASE 4571:

'Appllcatlon of Great Plains Land Company for an exception

to Order No. R-3221, as amended, :Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks an exception
to Order No. R-3221, as amended, to dispose of water
produced by its well located in the NW/4 NW/4 of Section
31, Township 18 South, Range 31 East, Shugart Fleld

Eddy Coutity, New Mexico.

Application of Shenandoah 0il COrpofétion for salt water

disposal, Chaves County, New Mexico.. Applicant, in the
above-styled cause, seeks authority to dispose of produced
salt water into the San Andres formation in the interval
from 1760 feet to 1840 feet by injection down the annulus
of its Read & Stevens “"M" Federal Well No. 1 located in
Unit K of Section 28, Township 6 South, Range 27 East,
Haystack~Cisco Gas Pool, Chawves County, New Mexico.

Application of Read & Stevens for an unorthodox gas well
location, Chaves County, New Mexico. Applicant, in the
above-styled cause, seeks an exception to the special
rules and regulations governing the Buffalo Valley~
Pennsylvanian -Gas Pool to permit the drilling of a well at
an unorthodox gas well location 990 feet from the South
and West lines of Section 5, Township 15 South, Range 28
East, Chaves County, New Mexico, the S/2 of said Section 5
to be dedicated to the well.
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Examiner Hearing - July 28, 1971 Docket No. 16-71
-3

" CASE 4572:

//’
e

e

CASE 4573:

A\

\
" CASE 4574:

CASE 4569:

Application of Franklin, Aston & Fair, Inc., :
for salt water disposal, Roosévelt County, New Mexico.
Applicant, in the above-styled cause, seeks authority
to dispose of produced salt water into the "B" zone
of the Slaughter section of the San Andres formation

~in its Cook State Well No. 1 located in Unit L of Section
:32, Township 7 South, Range 36 East, Todd-San Andres

Field, Roosevelt County, New Mexico.

Application of Tenneco 0il Company for a unit agreement,

Lea County, New Mexico. :Applicant, in the above-styled
_cause, seeks®approval of the Sand Springs South Unit Area
‘comprising 2536 acres, more or less, of state lands in-

Township 11 South, Ranges 34 and 35 East, Lea County,
New Mexico. . ‘ -

In the matter of the»hearing called by the Oil'Cthervation

_.Commission on its own motion to permit Tenneco 0il Company

to appear and show cause why it should not take»immediate
action to repair the productioén casing in its Bolack "B"
Well No. 5 located in Unit J of Section 31, Township 27

North, Range 8 West, Basin-Dakota Pool, San Juan County,
New Mexico.

(Continued from the July 14, 1971, Examiner Hearing)

Application of Barber 0il, Inc., for an unorthodox

0il well location, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks authority to drill a
producing oil well at an unorthodox location 1326 feet
from the South line and 5 feet from the West line of
Section- 13, Township 20 South, Range 28 East, as an
infill well in its waterflood project in the Russell
(Yates) Pool, Eddy County, New Mexico.
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UNHTT AGREEHEhT

~ FOR THE DEVELOPHMENT AND OPERATION

OF THE
SAND SPRINGS, SOUTHE UNIT AREA
LEA COUNTY, HEM HEXICO

-NO.

THIS AGREEMENT, entered into as of the 1st day of

JULY , 1971 by and bctweéh the parties subscribing,

ratifying or consenting hereto, and herein referred to as the
"partiés heretos"
’WITNESQETH:

WHEREAS, the parties hereto are the oWnerS»Of»working,
royalty or other oil or gas jnterests in the unit area subject
to this agreement; and » |

. WHEREAS the Comm1ssxoner of Pubiic Lands of the qtate
f New hex1co is authorizZed by an Act of the Lea1slature (Sec 3,

Chap. 88, Laws 1943) as amended by Dec. 1 of Chaoter 162, Laws

‘of«iggi;m(Chap. 7, Art. 11, Sec. 39, N:H.-Qtatutes 1953 Arnou.)

to‘COn§eht to and apbrove the'deve1dpment or ooeroumon of State
lands under aareements made by lessees of State land jointly or
severa]ly with other lessees where such aqreement; provide for
the unit operation or development of part of or aT] of any oil or
gas poo], field, or area; and

WHEREAS, the Commissioner of Public Lands of the STate

Uof New Mexico is authorized by an Act of the Legisfature (Sec. 1,

Chap. 162); {(Laws of 1951, Chap. 7, Art.” 11, Sec. 41 N.M. Statutes
1953 Anno‘-‘ed) to amend with the anproval of lessee, ev1denced

by the lessee's oxecufaon of such aareement or otherwise, any

0il and gas lease embracinq State lands so that the. leagth of the
term of said 1e=se may c01nc1f with the tﬁrw of such-éqreeﬁgqﬁsr
for the unit cosratien and devv1os*3nu of vart or all of any oil.

or gas pocl, field or asrea: and

VHEREAS, the 0§l Conservation Commission of the State




of tlew Mexico (hereinafter referred to as the "Commission") is

~authorized by an Act of the Legislature (Chap. 72, Laws 1935;

Chap. 65, Art., 3, Sec. 14 N.M. Statutes 1953 Annotated) to approve
this agreement and the conservation provisions hereof; and
WHEREAS, the parties hereto hold sufficient interests in

the SAND SPRINGS, SOUTH Unit Area covering the land

hereinafter described to give reasonably effective contiol of

~operations ‘thercin; . and

WHEREAS, it is the purpose of the parties hereto to
conserve natural resources, prevent waste and secure other benefits
obtainable through development and operation of.the'area'subject

to this agreement under the terms, conditions and limitations

herein set forth;

NOW, THEREFORE, in consideration of the premises and

~-the promises herein contéined the parties hereto commit to this

“agreement their respective interests 1n the below defined un1t

area, and agree severally among themse]ves as fo]]ows
1. UNIT AREA: The following ‘described 1and is hereby

designated and recognized as constituting the unit area:

TGJNSHIP 11 SOUTH, RANGE 3 EAST, N.M.P.M.

Section 2%: S/2 (320.00 acres)

o~

TOWNSHIP 11 SOUTH, RANGE 35 EAST, N.M.P.M.

Section 19: Lots 3, &, E/2 SW/4, Ef2 (471.65 acres)

Section 20t W/2 (320. 00 acres)

Section 29:+ W/2 (320.C0 acres)

Section 30: Lots 1, 2, 3, 4, Ef2 W/2, Ef2 (623,92 acres)
Section 31: E/2 (320 00 acres)

Section 32: NW/4 (160,00 acres)

containing 2,535,577 acres, more or less; Lea County, New Maxico,

"(Limited, however, to those denths down to and including the Base
of the Bough "C'" formation only, ‘and no deever)

Exhibit A attached hereto is a map showing the unit area
and the boundaries and identity ofitracts and leases in said area
to the extent known to the unit operator. Exhibit B attached

hereto is a schedule showing to the extent known to the unit

operator the acreage, percentage and kind of ownership of oil and

gas interests fn a1l lands in the unit area. However, nothing herein

or in said schgdu1e‘dr map shall be construed as a representation

-2-
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by any party hcreto.as to the ownership of any intervest other
than such interest or dinterests as are shown on said wap or
schedule . as ouwne¢ by such party. Exhibits A and © shall be
revised by the unit operator whenever changes in cwnership in
the unit arca render such revisions necessary 6r when rcqucﬁtedﬁ
by the Eommissiongr of Public Lands, hereinafter referred to as
"Commissioner", | -

A1l land committed toAthis'agreGMan’sha]l con;titute
land referred to herein as "unitized land” or "land subject to
th{s agreementi" | .

2. UNITIZED SUBSTANCES;> All o0il, éas,natural gasélingfand associated
fluid hydrocarbons in any and all formations of the unitized land from the surface

down to and including the base of the Bough "C'" formation, only, end no deeper, ‘are
_unitized under the terms of this agreement and herein are called "unitized substances".

-~

wop

3. UIIT OPERATOR. _  Tenneco 0il Company

-

. whose address is, __ P. 0. Box 2410,

Denver, Colorado S0201

- e

is herehy designated as unit operat@r and by sidgg{ure hefeto‘cdmmits

to this agreement all interest inbunitized QUbstances yésﬁéd in it

as set forth in Exhibit B, and agrees and consentsvtO'actept the

duties and'ob}igatiéns of unit bperaéor'fbr the discovéry, deve]oﬁé

ment and producticn of unitized substaﬁ¢e§fas herzin pvo#ided.

Hhenever: reference is made herein to the unit operatér, such

réference means the unit operator zcting in that capacit&’and not

-as an owner of interests in unitized subsfanées, and the term

“working interest owner" when used herein shall include or
e -

refer to unit operator as the owner of a working interest when

sbph_an interest is:owned by it,

4. RESIGHATION OR REMOVAL Of UNIT OPERATOR. Unit

operator shall have the right to_resiqn at any time but such

ive until a successor unit

[w]

resignation shall not beconge =ffec

d in the menner provided

]

-

operator has been selected and an

o

Yoy

L0

for in Section 5 ¢f this aarecenant., The resicnation of the unit
operator shall not release the unit operater from any liability
or any defeult by it hereurnder cccurring orier to the effective

date of its resiaercaticn.




Unit operator may, upon default or failure in the

performance of its duties or obligétions hereunder, be subject

to removal by the same perCentage vote of the owners of working
interests determined in like manner as heréin provided. for the
selection of a new unit operafor. Such removal shall be effective
upon notice thereof to-the Commissioner, o

| AThe resignation or removal of the unit dnerator under

S f’e“ L _ this agreement shall not terminate his right, title or interest

as the owner of a working interest or other interest in unitized .

substénces,“but updn the reSignation or removal of unit operator
becoming effective, such unit operator shall deliver possession.

P - of all equipment, materials and appurtenances used in conducting

the unit operations and owned by the working interest owners

to the new du]y qualified successqr unit oberator, or to the

oWners thereof if nb such new unif\ope}atdn is elected, to be

‘used forthe purpose of conductlng unit operat1ons hereunder.

Noth1nq herein sha]] be construed as author1z1ng removal of any J»v - _7
mgterxa], equ1pment and appurtenances needed for the preserfatte

of any wells. o o o . ; ‘ w

5. SUCCESSOR UHIT OPERATOR Whenever the unit operator

-sha]] resign as un1t operator or shall be removed as here1nabove_/:v

prov1dea, the oviners ¢f the working rterests according to their

]
respective acreage interests in all unitized land shall by a

majority vote se]eét a successor unit operator; ,prdvided that,

e e o e et A i e e <

if a majorfty but less than seventy-five per cent (75%) of the
working interests“qua1ified to vote is owned by one partyqto-
thlS agreement, a concurring vote of sufficient add1t1ona1
part1ea, €0 as to constitute in the agoreage not less than
seventy-five per cent (75%) of the total working interests,
shall be required to select a new operator. Snch selection
shall not become effective until (a) a unit‘dperator so selected

" shall accept in writing the duties and reSDOnsibilities 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 election

may declare this unit aareement terminated.
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'”Uﬁéﬁnsome part of the lands embraced within the unit area and

6. ACCOUNTING PROVISIONS. The unit operator shall pay

in the first instance all costs and expenses incurred in conducting

unit operations hereunder, and such costs and expenses and the

working interest benefits accruing hercunder shall be apportioned,

among the owners of the unitized working interests in accordance
with an operating agreement éntered into by and between the unit
operafor and the owners of such interesis, whethef>one or more,
sep%rate]y or collectively. 'Any agreement or agreements entered
into between the-working interest owners and the unit operator
as provided in this section, whether one or more, are herein
referred to as the 'Operating Agreement", No such aoreément shall
be deemed either to modify any of the terms and cond1t1ons of
this unit agreement or to relieve the unit operator of any rught
or obligation established under this unit agreement and in case
of any indonsistencies or conflict betwéen this unit aﬁreement
a;d,the operating agreement, this unit‘aéfeemeht shall prevail.

7. RIGHTS AND OBLIGATIOhS OF_ UNIT QPERATOR. Excépt

as otherulse specifically prov1ded herein, the exclusive right,
pr1v1]ege and duty of exercising any and all r1ghts of the parties
hereto which are nece%sary or conveqienﬁ.for prospecting for,
producing, storing, allocating and:distriﬁbting.the uﬁiti;ed

substances are hereby delégated to and shall be exercised by the

‘unit operator as herein provided. Acceptable evidence of title

to said rights shall be deposited with said unit operator and,

'togetherHWi*h this agreement, shall ceonstitute and define the

rights, privileges and ob11oat1ons of unit ooerator. Mothing

herexn, however, shall be construed to transfer title to any

“land or to any lease or operating agreement, it being understood

that under this agreement the unit operator, in its capacity as

-unit operator, shall exercise the rights of possession and use

vested in the parties hereto only for the purposes herein specified.

8. DRILLING TO DISCOVERY. The unit operator shall,
witﬁ%n_sixty'(GO) days after the effective date of this agreenent,
commence operations upon an adequate test well for oil and gas

~

shall drill said well with due dilicence to a depth sufficient -

N
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to test the PBough "C" (Permo-Penn,) formation or to such

a depth as unitized substances shall be_discovefcd in paying
quantitics at a lesser depth or until it shalt, in.the opinion

of unit operator, be determined that the further dril]ing of said
we]l'shall be unwarranted or impracticable; provided, however,
‘that unit vperator shall not, in any event, be requiredlto drill

said well to a depth in excess of 10,350 feet. Until a discovery

of a deposit of unitized substances capable of being produced in
paying«quantfties (to-wit: quantities sufficiént to repay the

costs of drilling and producing operations with a'rédsohable profit)
unit operator shall continve drii]fnéi&ijigent]y, oné well at’a |
time, allowing not more than 5ix months between the comp1éfi€h of
one well and the heginning of the next ﬁe]], unfﬁ] a we]] capable

of producing unitized substances in paying quantities is completed
j v

!

:to the satisfaction of the Commissioner; or until it is reasbnaﬁly
provén}to the satisfaction of the unit operator that the{unitized
land {S incapable ofﬁpfoducihg'uﬁitiiéd'éuﬁétaﬁcéé in paying |
‘quantitfes in‘the formgiion drilled herecunder.

Any well commenced prior to the effécfive"date pfvtﬁis

' agfeémehf”ﬁﬁﬁﬁ“ﬁﬁé”ﬁﬁ?f“EFE&“EH&WHF?TTEHMEE“fﬁémﬁgﬁfﬁ—ﬁFEGTﬁﬁa'
ﬁerein for thé drilling of an in{fiai feét,he11'sha11 be considered
as complying with the drilling~requirementsvhereof with respect

to the initial well. The Commiésioner may modify thé’dri1ling
requirements of thiskﬁection by granting reasonable extensions

of time"when’in his opinioﬁ'§ﬁch action is warranted. Upon failure
to comply with the drilling provisions of this article the Com-
missioher;may, after reasonable notice to the unit operator and
eéch working interest owner, lessee'and”léssdr;at their last

known addresses, declare this unit agreement terminated, and all
rights, privileges and obﬁigatjons granted and assumed by this

unit adfeement shali cease and terminate as of such date.

©9.°0BLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF

UMITIZED SUBSTANCES: Should unitized substances in paying

quantities be discovered upon the unit area the unit operator
" shall on or before six months from the time of the completion
of the initial discovery well-and within thirty days after the

-6~




expiration of each twelve months period thereafter file a feport
ﬁith the Commissioner and Commission of the status of the develop-
“ment of the unit area and the development contemplaIéd for the
following twelve months period, | |
It is understood that onc of the main considerations
‘for the approval of this agreement by the Commissioner of Public
" Lands-is to secure the orderly develépment of the unitized lands
in accordance with good conservation practices so as to obtain

the greatest ultimate recovery of unitized substances.

After discovery of unitized substances in payifig

quantities, unit operator shall proceed with éiligence to
Ip ’;1I b reasoﬁéb]y deve]bp the unitized é;éa as a reasonably prudent
| o oﬁerétor vould develop sucﬁ area under the same or simiIé;
circumstances. 7

_ | If the unit operator should fai] to cbmpiy with the
ab&ve covenént;for reasonéb]e deve]obment?tﬁis agreement may
be te%minated"by the Commissioner as to all lands of the State
Aof Hew Mexico embfacing uhdéVe]oped regular well spacing or’
proration units but in such event the basis of bartitipation
by the working interest. owners sha]I remain fﬁe same ‘as if
this égreement had not been termInafed as to sﬁch Iéﬁds;
provided, howg;é},_the Commissioner shall give notice to the
o | | - unit oherator and the lessees of retordtiﬁvthe ménnér pre-

scribed by Sec. 7-11-14, H. M. Statutes 1953 Annotated of

intention to cancel on account of any alleged breach of said

- covenant for reasonable'déVeIOpmeht and any decision éntefed
thereunder shail be subject to appeal in the manner préscribed”
by Sec. 7-11-17, N. H. Sfatutes 1953 Annotated and, prqvided
"further, in any event the uhit operator shall be given a
reasonable 0ppor£;nity after a final determinatiqn-within which
to remedy any default, failing in which this agreement‘éﬁa]l be

terminated as to all lands of the State.of llew Mexico embracing

undeveloped .reqular well spacing or proration units.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of

a well capable of producing unitized substances in paying quantities,
the owners of workina interests shall participate in the prodiction

-7-
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therefrom and in all other producing wells which may be drilled
pureuaﬁt hereto in the proportions that their:respective lease-
hold interests covered hereby on an acreage basis bears to the
total number of acres committed to this unit agreement, and such
unitized - substances shall be deemed to have been produced from
tﬁe respective leaschold interésts pafticipating therein. For
the purpose of determining any benefits accruing under this
agreement and tﬁe?dis;ribut{on of the royaitie§*payab1e to the
State of New Hexieo and other lessors, each separafe lease shall

have allocated to it such’perceﬁtage‘of said production as the

‘number of acres in each lease respectively committed to this
agreemenf bears to the total number of acres committed hereto.

\ Notwithstanding!any prbvisioﬁs centaineg herein to the
contrary, each working’interest owner shall have the right to
take Such owner's phopdftionate share of the unitized substances

in king or to personally sell or'dispose of the same, and

TETTL U nothing hereinfcontained shall be construed as giving 6F granting

to the unit operator the right to sell or otherwise dispose of tEe

proportionate share of any work1ng interest owner w1thout spec1f1c
authorization from time to time so to do.

11. ALLOCATION or PnuDUCTION Allwunitized substances

produced from each tract in the un1t1zed area estab11shed under
this agreement, except any part ‘thereof ured for production or
development purposes hereunder,/or unavoidably lost, shall be
»§eemed to be produced equal]y on an acreage basié from the

-

several tracts of the unitized land, and for the purpose of

- determining any benefits that accrue on an acreage basis, each

such tract shall have allocated to it such percentaqe of said
production as its area bears to the ent?re unitized area.

It is hereby aareed that production of unitized substances from

the un1t1zed area shall be allocated as provided herein, regard-
less of whether any wells are dr}11ed ‘on any part\cular tract of

said unitized area.

12. PAYHENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES:

A]l renLaTs due the State of HMew Mexico shall be paid by the respect1ve

lease owners in accordance with the terms of their leases.

-8-




A1l royalties due the State of New Mexico under the

terms of the leases committed to this agreement shall be cohputed

and paid on the basisAof é]l Qnifized substances allocated to the
respective leases committed hereto; provided, hoﬂﬁﬁer; the State
shall be entitled to take in kind its share of the unitized sub-
stances allocated to the respective 1éases,'and in such case thé
unit oheratbr shallvmaké deliveries of such royalty oil in
aécordénce with the terms of the respective leases.

A1l rentals, if any, due under any leases‘embracing

lands other thah the State of flew Mexico, shall be paid by the

respective lease owners in accordance with the terms of their

Ieaseskand all royalties due under the terms of'any'SUCh leases:
shall be paid-on the basis of all unitized substances allocCated to
the respective leases committed hereto. |

If the unit operator introduces gas obtained from

sources other than the unitized substances into any pro&ucing

‘formation for the purpose of repressuring, stimulating or increas-

ing the ultimate recovexy of un1t1zed sub«tances therefrom, a
like amount of gas, if ava1]ab1e, with due allowance for loss

or dep]et1on 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~tﬁereffqm; provided, that su¢h
withdrawaI shall be at'such time -as may be provided in a plén T

of operation consented to by the Comn1551oner and approved by

-the Commission as conform1na to good petro1eum engineering

practice; and provided further, that such r1ght of withdrawal
shal? terminate on the termination of this unit agreement.

If any 1ease committed hereto is burdened with an over-
ridlng royalty, payment out of production or other charge 1n
addition to the usual royalty, the owner. of each such lease shall’
bear and assume the séme-odt of the unitized substances allocated
to the lands embraced in each such lease as provided herein, ‘

13. LEASES AlD COTTPACTS COIlFORMED AND EXTEIIDED INSOFAR

AS THEY APPLY TO LAHDS WITHIM THE UNMITIZED AREA. The terms, condi-

t.vns .d ptoaas'cus sf all leases, s “eases, onerating agreements

. and other contracts relating to the exploration, drilling development

-9-
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-the commencement, completion, continued operation or production

or operation for oil or gas of the lands comnmitted to this'agree—
ment, shall as of the effective date hereof, be and the same are
hereby expressly modifiéd and amended insofar as théy apply to
lands within the unitized area to the extent necessary to make

the same canform to tihe provisions hereof and éo that the respec-
tive terms of said lecases and agreements wilY be extended insofar
as neceésary to coincide with the term of this agreement and the
approval of this agrcement by the Commissioner and the respective
lessors and lessees sha]T be effective to conform therpﬁovisions
and extend the terms of each such lease as'to41ands w%thin the
unitized area to the provisions and‘térms of this agreemént; but
otherwise to remain.in full force and effect. Each lease committed
to this agreement, insofar.as it appliesrto lands within thé
unitized area, shall continue in force beyond the term pfbvided

therein as long as this agreement remains in effect, prov1Jed

;dr1111ng operat1ons upon the initial test well prov1ded for here1n

shanA have been commeénced or said weil is in the process of being .
drilled by the unit operator prior fo the expiration of ‘the
shortest term lease committed to this agreemeﬁt.wTermihati0n 0f
this agreement shall not affect any lease which pursuant to the

terms thereof or any applicable laws would continue in full

;fOrée and effect thereafter, . The'commehcement, completion,

coiitinued operation or production of a well or wells for unitized
substances on the unit area sha]] be\construed and cons1dered as

on each of the leasehold interests committéd to this agqreement

and opefations or production pursuant to this agreement sha11f

be deemed to be_operations uponvand production from each leasehold
interest committed hereto and there shall be no obTigation on the
part of the unit operator or any of the owners of the respective
léasehoid interests committed hereto to dri]]‘offsets to wells as
between the leasehold interests commitfed_to this agreement, except
as provided .in Section 9 hereof.

Any lease émbracing lands of the State of Hew HMexico
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committed and the terms of such leases sha]] apply separately as

to such segregated portions committed as of the effgcfive date
hereof. HNotwithstanding any of the provisions of this agreement

to the coﬁtrafy, ény lease embracing lands of the State of Hew
Hexico having only a portion of its lands committed herefo shall
continue in full force and effect beyond thé'term{provided therein
as to all lands embraced in such lease, if oil and gas, or either
of them, are discovered and are being produced iﬁ paying quantifies
from some pért of fhe landsfeﬁbraced in such lease committed to

this agreement at the expiration of the sebondary term of such

lease, or if, at the expiration of the secondary term, the lessee -

or %he unit'opekétor is'thgn éngaged in bona fide“dfi]]ing or
reworking operations on some part of the lands.embraced_therein.
shall remain in full force and effect so long as such operations
are be?ng diligently prosecuted, and they result in the production
of oi];or gas, said lease shall continue in full force and effect

as to all of the lands embraced therein, so 16hg"taéreéf£;f as

01l and gas, or either of them, are beinéfproduced'in paying

quantities from any portion of said lands,

14. CONSERVATIdﬁ. OpeYatiOns<hereunder and production

of unitized substances shall be conducted to provide for the fost

“h

economical and effitient recovery of said substances without

waste, as defined by or pursuvant to State laws or regulations.

15. DRAINAGE: In the event a well or wells producing

011 or gas in paying quantities should be brought in on land

‘in interest until this aqreement terminates, and any arant, transfer:

adjacent to the unit area draining unitized substances from the
lands embraced therein, unit operator shall drill such offset
well br wells as a reasonably prudent operator would drill under
the same or similar circumstances.

16. COVEHANTS RUN WITH LAND. The covenants:herein

shall be construed to be covenants running with the land with

respect to the interests of the parties hereto and their successors

or conveyance of interest in land or leases subject hereto shall be

-and hereby is conditioned upon the assumption of all orivileges

and obligations hereunder the arantee, transferee or other succassor

-11-
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in interest. "lo assignment or transfer or any working, royalty
or 6ther interest subject hereto’sha]] be binding upon»uﬁit"
operator until the first day of the ca}endar month after the
unit is furnished with the original, photostatic or certified
copy of the instrument of transfer. '

17. EFFECTIVE DATE AlID TERM. This agfeemeh% shall become

effective upon approval by the Commissioner and shall terminate
in two years after such date unless (a) such date of expﬁratidn
ijs eéxtended by the Commissioner, or (b) é valuable discovery of
unitized substances has been made on unitized land during said

initial term or any extension thereof in which case this agree-

- ment shiall remain in effect so long as unitized substances are

being produced from the unitized land and should productioﬁ

cease, 'S0 long thereafter as d]]lgent operat1ons are in progress

for the restoration of production or discovery of ne product1on

R Ay Te Lo~ - ~
10itg the CaftGT the u

BYL W

tancoc ca diceravered.
tances so - di1scovered

=3

i+370d m
lb.‘-\—‘f

]
[

wn
AT
%,]

aﬁdﬁio g as
can be produced as aforesaid. This aqreenent may be terminated
at any time by ot less than seventy f1ve per cent (75“) on

an acreage bas1s of the ownerz of the vorking 1nterests s1gnatory

hereto with the approval of the Commissioner. Likewise, the

fai1urg»to conply with the dr111ih§ requirements of Section 8-

hereof may subject this agreement to termination as provided

in sa1d sect1on.

18. RATE OF PRODUCTION. A1l 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 applicable laws and lawful regulations.

19. 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 befbre"thg
Commissioner of Public Lands and the New Mexico 011 Conservation
Commission, and to appeal from orders issued under the reculations
of thexCommissioner or Commission or to apply for relief from

any of said regulations or in any proceedings on its own behalf
relative to operations pending before the Commisgidner or
Commission; provided, however, that any other interest party

-12-
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‘rshall also have the right nt his own expense to appecar and to
participate in any such proceeding. » “
'~% . 20 NOTICES. A1l notices, demands or statements required
2 ' bhereunder to be given or»rendered to the narties hereto sha}l
| be déemed fully given, if given in writing and sent by postpaid
registered mail, addressed to such party or parties at their
respective addresses set forth in connection witn the signatures’
15;*5eu’5 .~ 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.

21, UNAVOIDABLE DELAY. Al ob11§ations under this
agreement requiring the unit operator to commence or continue
drilling or to operate on or produce unitized substances from

any of the lands covered by this aoreement shall be susoended

51h11e, but only so long as, the unit operator desp1te the

exercise of due care and diligence, is prevented from comp1y1ng

'w1th such obligations, in who]e or in part, by strikes, war;
acts of God, Federal, State or municipal law or agencies,

unavoxdab1e acc1dents, uncontrollable de]ays in transportation,

B inab1]1ty to obtain necessdry mater1als in open market, or other
matters beyond the reasonable contrcl of the unit operator
“whether similar to matters ‘herein enumerated or ‘not..

22. LOSS OF TITLE. In the event ti t]e to any tract of

unitized' land or substantial 1nterest therein shall fail and
the-true owner cannot be induced to join the unit agreement so

that such tract 15 not comm1tted to this aqreement or the

operation thereof hereunder becomes 1mpract1cab1e as a resu]t

thereof, such tract may be eliminated from the unitized area,

and the interest of the parties readjusted as a result of such ~w~"~f
tract being eliminated from\the unitized arvea. In the event
of adispute as to the title to any royalty, ﬁorking or .other

é i interest subject hereto, the unit‘operator may withhold payment

5 or delivery of the allocated portion of the unitized substances

involved on account thereof without liability for interest until

-n ¥
LV

%4

the dispute is finally settled, provided -that ng payment
funds due the State of Mew Mexico shall be withheld.
-13-
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shall also haverthe"right et his own expense to appear and to
participate in any such proceeding,.

20 NOTICES. A1l notices, demands or statements required
hereuhder'to be‘given or rendered to the parties hereto shall ' t
be deemed fully given, if given in writing and sent by postpaid
regis;ered maf], addressed (o such party or parties at their
respective addresses set forth in connection with the signatures-
hereto or to the ratification'Or‘cohsent hereof or to such other -
address as any such party may have furn1shed in-writing to party

'sendwng the not1ce, demand or statement. -

21. UNAVOIDABLE DELAY. A1l obltgat1ons under this : : |

agreement requiring the unit operator to commente or continue . Y
drf]]ing or to operate on or produce unitized substances ffom i
any of the lands covered by this agreement shall be éuépended
while, but only so long as, the unit operator despite the
exercise of duejeére-and di]iQence} is prevented'frgm complying
with such 0£1igatioﬁs,-in whole or in part, by strikes, war,
acts'of God, Federal, State or municipal’ ]aw or agenc1es,
unavoidable accidents, uncontro11ab1e delays in transportat1on,
1nab111ty to obtain necessary mater1als in open*market, or other
_mafters beyond the reasohab]e control of the unit operatof
;whether similar to matters here1n enumerated or not.

.- S |
22. _OSS OF TITLE, Ln the event t1t1e.tu any tract of :

unitized land or substantial interest %herein,sha]l fail and

the true owner cannot be induced to join the unit aagreement so

thaf such tract is not committed‘to'this_agreement or the 7

- E . operation thereof hereunder becomes fmpracticable as a,reSQJt

: %hereof, such ‘tract may be eliminated from the unitized area,

and the interest of the parfies readjusted as a result of such

tract being eliminated from the unitized area. In the event

of a dispute as to the title to any rovalty, working or .dther
= - o i interest subject hereto, the unit operator may withho]d paymeﬁt
or deliyery of the allocated portion of the unitized substances

involved on account therecf without liability for interest until

e - ghe- dispute §s finaliy settied, provided that no payments of
g ' o funds due the State of New‘Mexico shall be withheld.
| | -13-




Unit operator as such is relieved from any responsibility for

any cdefect or failure of any title hercunder.

23. SYBSEQUENT JOINDER. Any oil or gas interest in

lands within'the unit area not committed hercto prior to the

submission of this agreement>f0r final approval by the Commissioner
may be committed hereto by the owner oy owners of such rights
subscribing or consenting to this agrecment or executing a
ratification thereof, and if such owner is also a working interest
owner, by subscribing to the operating agrecment proViding for

the allocation of costs of exploration, deve1opment and operatlon.
A subsequent 301nder shall be effective as of the first day of

the month fo]]ou1ng the approva1 by the Commlss1oner and the
f111ng w1fh the Comn1ss1on of duly executed counterparts of the
1nstrument or 1nstruments comm1tt1ng the interest of such owner

to thls agreement but such joining party or part1es before
participating in any benefits hereunder shall be required"to‘

"
[}

L
(%]

SImMmao .
WAL

[+ 8

-to-unit operator theiv ““oport1onate share of

‘\
“wJy

(4]
;u
'U

the unit pense incurred prior to such party's or parties'
joinder in the un1t aqreement and the unit operétor shall make
appropr1ate adgustments caused by such joinder, without any
retroact1ve adjustment or revenue

24. COUNTERPARTS This agreement may be éxecuteq in

any number of counterparts, no one of which needs tefbe

executed by all parties or may be ratified or consented to be
separate instrument in writing specifically referring hereto,
and shall be binding upon all those parties who have executed
such a counterpart rat1f1cat1on or consent hereto with*thé

same force and-effect as if all such parties had signed the same
document and regardless of whether or not it is executed by a11
other parties oun1ng or ¢claiming an - interest in the lands within

the above described unit area

-14-




It WITRESS WHERECF, the undersigned parties hereto

have caused this aarcement to be executed as of the respective

dates set forth opposite their signatures,

UHIT OPERATOR

TENNECO OIL COMPANY

Date  July 1st, 1971 By jz,ﬁ%

.L., L, Parish
Attorney-In-Fact

STATE OF  TEXAS )

counry OF _ MIDLAND ;

*\’L’ U\e foregmng instrument was acknoviledged before me this 1st

o‘f'«'July . ,1971, by L.L. Parish

orney-¥n-fact for TENNE(TO OIL COMPANY, a Delaware corporation,
? eha’.f .of sa1d corporation.

N ;f _ ApIl_
oY ,Juna \1‘st 1973 _ tary Public in an

[ for Fidland
[County, State of Texas :

«15-
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EXHIBIT "B'-

. ALL LANDS & OWNERSHIP IN UNIT AREA
SAND mMAHzmm SOUTH UNIT, LZEA QOQASKV NEW MEXICO

(1imited to depths down to and psowsmkbm the base of:the Bough "C" ‘formation, and no deeper)

LA
¥0.  DESCRISTION :
In ©-11-5,R~34k-2
1. Sec.2k; §/2
T P-21-S,R~35-E
2. Sec.29: N/k
3. Sec.30: SE/L
4. Sec.3L: E/2
5. See.19:Lots 1,2,E/2 mzxr
Sec.20: Wh/l
6. 3ec.30:Lots 1,2,3,%, \m /2
7. Sec.32: Nk

NO.
ACRES

320,00

160.00

160.00

1320.00

//
wpp 65

303.92

160,00

»kp land 1s State of New Mexico 3Hsowmpa @ all leases
owHH% dmmwn royalty of Pmuw\

LSE. NO. &

WORKING INT. & %

EXP. DATE LESSEE OF RECORD ORR & %
X-1879 Clties Service- Cities Service 2%
10-17-71 Azbec 01l & Gas ‘Aztec 2-1/2%
- Robert B.Boling L/k of 1%
Tracy. P.Clark 1/& of 1%
X-1880 :  Cities Service Cities Service Lo
woswa-qw ‘Robert B.Boling 1/2 of 1%
Tracy P.Claric H\m of 1%
© K=1881 Cities Service 0p>,mm Service 4%
10-17-T1 : Robert B.Boling 1/2 of 1%
. Tracy P.Clark 1/2 of 1%
X-1882 Cities Service Cities Service 5%
10-17-T2
X-~1952 Cities Service Cities Service 5%
11-21-71 .
K-2038 Atlantic Richfield tlantic Richfleld 6 1/4%
12.10-72
K-2312 Cities Service Civies Sexvice U
3-20-72 ‘Robers ‘B.Boling 1/2 of 1%

Tracy P,Clark 1/2 of 1%

Teuneco to 100' below

Base Bough "C"

Tenneco Lo 100" beliow
Base Bougn O

Teuneco to 100' below
Base Boug "

Tonneco to 100" oelow
Base of Bougn "L

Tenneco to 100' below
Uaaaowwocm:.;é

3us.noo to Ho » 350"

.Tenneco. o0 100' below

Base Bough "C"

100%
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TRACT

In T-11-£, R-35-E, cont’d.

st WAL e S AR b e e R

. MO. SE. NO. & .
NO. DESCRIPTION ACRES EXP. DATE LESSEE-OF RECORD
8. Sec.30: NE/4 160.00 K-3100 Cities Service
_ 2-19~T3
9. Sec.20; sW/k 160.00 K-6104 Aztec 0il & Gas
, 6-21-76 : .
10. Sec.29: su/k 166,00 1~1029 J.d.Cexine, Jr.
| 7-16-78
1. Sec.19: E/2 320.00 L-548L Tenneco 0il Co.
| 5-1-61
RECAPTTULATION
State Lands 2,535.57 acres

ORR & %

 VORKING INT. & %

Citles Service 4%

Robert B.Boling 1/2 of 1%
Tracy P.Clark 1/2 of 1%
Aztec 5%

Conine 5%

KNone

100% Unit Area

Tenneco-to 100' below

. Base Bough "C"

Tenneco to 10350’

_ Tenneco to 10350'

Tenneco

100%

1007%

100%




DRAFT

GMH/dr

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO ’

IN THE MATTER OF THE HEARING
CALLED BY THE OLL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 4573

Ordexr No. R- 7//7;/

APPLICATION OF TE%;’; go OIL COMPANY
- FOR APPROVAL OF THE RING UNIT AREA -

'AGREEMENT, ___LEA COUNTY, NEW MEXICO. ) )
e : / A;/‘%)f.{r/f/

' ORDER OF THE COMMISSION

BY_THE .comgsrsxogs

This cause came on for hearing at 9 o'clock a.m. on
July 28 19¢/1, at Santa Fe, New Mexico, before Examiner

Elvis A. Utz . o
NOW, on this day of ég , 195l 1, the Commission,

a quorum being present, having considered the test:,mony. the record,
and the recommendations of the Examiner, and be:.ng fully adv:.sed
in the premises,

FINDS s

e

(1) That due public rotice having been given as réquired by
law, the Commission has jurisdiction of this cause and the. subject
matter thereof

(2) That the applicant, Tenneco 0il Company

’

)UudébcAgreement

seeks approval of the ‘Sand Springs Sewsh Unit
2,535, 57 State .
covering __ -&936 acres, more or less, of PRedesad lands
anxk Bae
described as follows:
LEA __COUNTY, MEXICO
TOWNSHIP 1L _SOUTH RANGE @ 88 Eastumpy
Mo.‘»zl/. s/2
Towirnolip 11 toell | Romnp s 5 X, 0 0 021
< pan &
el 19 1l ?rl‘Vr‘f/z-s«w-/«';"J"“—‘/ ke "(/ /
Leedeon 207 W/
le el 29 W/ ;
st Elr.. A0
L 3o W;NM/& ../,2‘»« :
Aeclii. 3) 1 EZ
Aeelown3T L NWIY




{3) That approval of the proposed uni; agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area.

IT XS THEREFORE ORDERED ¢

, (1) That t:heé"jj—Sand Springs Seuth Unit Agreement
is hereby approved. .

(2) That the plan contained in said unit agreement for the
davelopment and operation of the unit area is hereby approved in
principle as a proper coriservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and developmen: of any
lands committed to the unit and production of oil or gas therefrom..

, (3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
~ within 30 days after the effective date thereof; that in the event

" of subsequent joinder by any party or expansion or contraction of
the unit area, the unit operator shall file with the Commission
within-30 days thereafter counterparts of the unit agreement
-reflecting the subscription of &hose interests having joined or
- ratified.

‘{4) That thls oxder shall bacome effective upbh;;he approval
of said unit agreement hy the Commiseioner of Public Lends for the

State of New Mexico-wmwm

eal-Hurvely; that this order shall terminate ipso facto upon the

termination of said unit agreement; and that the last unit opera-
tor shall notify the Commission iﬁmediately in writing of such
terminetion.

(5) That juriediction of this cause is retained for the

entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereiua-
above designated. ‘ )
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‘ TEHNEGG 0"- GUMPANY ‘A Major Component of, eco Inc. . »
£.0. BOX 1031 » 1800 WILCO B/UNDI p‘i m@;—m‘-m @
| f“&s‘;‘- » §“‘
LS S B ﬁT _ﬁ: OT‘ \ﬂ\tl
QW‘N 6% ot

August 10, 1971

0il1 Conservation Commission .
State of New Mexico

P.0. Box 2088 A

Santa Fe, New Mexico 87501

Re: Case No. 4573
Order No. R-4174
Sand Springs South Unit
Lea County, New Mexico

Gentlemen:

As per Order (3)“in the captioned, find attached Cbnsent and
Ratification to this Unit by the following: ‘

~Aztec 0il1 & Gas Company’
Atlantic Richfield Company
Cities Service 014l Company
J. H. Conine, Jr.

The foregoing are titieholders of record

" An original executéd counterpart of the Unvt Agreement
(Tenneco 1970 percent working interest owner) was previously

handed your office.
;ours;truly,

N. B. Venus, Jrf
Senior Landman

e

NBV:jo

Attachment
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» CONSENT AND RATIFICATION
; SAND SPRINGS SOUTH UNIT AGREEMENT
i _ LEA COUNTY, NEW MEXICO

Azte i v hexeby acknowledges
receipt of a copy of the Unit Agreement for the Development and Operation
of the Sand Springs South Unit Area dated as of the lst day of July, 1971,
embracing lands situated in Lea County, New Mexico. The undersigned acknow-
ledges that the undersigned has read the same and is familiar with the
terms and conditions thereof. The undersigned is the official record
title owner of -a lease or leases from the State of New Mexico as lessor,
as such ownership is reflected in the offices of the Commissioner of Public
Lands for the State of New Mexico. The lease or leases so owned by the
undersigned is indicated on the schedule attached to said Uﬁit Agreement
as Exhibit "B". The undersigned does hereby commit all of its said title
o from the surface to the base of the Bough "C" Formation to the Sand Springs
P C ~_ South Unit Agreement and does hereby consent thereto and ratlly all of

‘ i the terms and provisions thereof, exactly the same as if thé undersigned
had executed the original of saia Unit Agreement or a counterpart thereof

IN WITNESS WHEREOF this instrument is executed by the under—
signed as of the date set Forth in the acknowledgement below.

Executive Vice Preq1dent

By (I/M/&%M/Q;/M %

STATE OF TEXAS - )
, )
COUNTY OF DALLAS )

Gﬂhﬂy """ .The foregoing instrument was acknowledged before me this 1st
_da%‘ of’ Jhl% 1971 by Qpllma.n B, Davis + _Bxecutive Vice President ’
fof \\"*’{» i ;& Delsware
P etupc T e N corporatlon.

AR e | / |
My Cé’mm .ssmqm fexpires: DL b o p22) 4 z L7
' @gu A , Notary Public e J
J%né},<1973
-"ncul“

J g)!'. ’
. . "f
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CONSENT AND RATIFICATION
SAND SPRINGS SOUTH UNIT AGREEMENT
LEA COUNTY, NEW MEXICO -:

hfle]d Company , hereby acknowledges
recelipt of a copy Of the Unitc Agreement f{oOr the Development and Oweration

of the 'Sand Springs South Unit Area dated as of the lst day of July, 1971,
- embracing iands situated in Lea County, New Mexico. The undersigned acknow-
ledges that the undersigned has read the same and is familiar with the
terms -and conditions thereof. The undersigned is the official record
title owner of a lease.or leases from the State of New Mexico as lessor,
as such ownership is reflected in the offices of the Commissioner of Public
ands for the State of New Mexico. The lease 6r leases so-owned by .the
undersigned is indicated on the schedule attached to said Unit Agreement
as Exhibit “B?. The undersigned does hereby commit all of its said title
from the surface to the base of the Bough "C" Formation to the Sand Springs
South Unit Agreement and does hereby consent thereto and ratify all of
the terms and provisions thereof, exactly the same as if the undersigned
nad executed the original of szid Unit Agreement or a countexrpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth in the acknowledgement below. ’

) APPROVED
v ATLANTIC RICHFIELD COMPANY g
_ ' 5 ,
By - . . : = 14 &
S. L. Smith 3 )7/7’
_ ) j Attorney-in-Fact §j i
| ~ (Power of Attorney filed m NM 0558100)
Tow S STATE OF TEXAS )
| : S )
COUNTY OF  MIDLAND )
_ The foregoing instrument was acknowledged before me this ;g '
g, day Qdfl[qgu.y, 1971 by S. L, SMITH Sy Attorney~1n-Fact of ;
; umﬁ; e Ktlantlc Richfield Co;pgnv s Q -
;bo ora,«.lon,,‘on behalf oi said corporablon, and in the cavacity therein expressed
v R A ;FL T ‘ :
: uy eommlss:uon expires: (2/_ Lo (2 )p arn— EILEEN MORROW
. ', n JE : Notary Public in and for Mldland County,
& Juné lst\ji973 ' Texas
'1;;'\‘.\.\ -
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CONSENT AND RATIFICATION
SAND SPRINGS SOUTH UNIT AGREEMENT
LEA COUNTY, NEW MEXICO
Cities Service 0il Company hercby acknowledges

yeceipt of a copy of the Unit Agreement Ior the bDevelppment and- Gperation

- of the Sand Springs South Unit Area dated as of the lst day of July, 1571,
- empracing lands situated in Lea County, New Mexico. The undersigned acknow-
iledges that the undersigned has read the same and is familiar with the
cerms ané conditions thereof. The undersigned is the official record

~itle owner of a leasc or leases from the State of New Mexico as lesso:l,

as such ownership is reflccted in the offices of the Commissioner of Public
Lands for the State of New Mexico. The lease or leases so owned. by the
undersigned is indicated on tne schedule attached to said Unit Agreement

&% Exhibit "B". The undersigned does hereby commit all of its said titie.
fyom the surface to the base of the Bough "C" Formation to the Sand Springs
‘South Unit Agreement and does hereby ¢onsent thereto and ratify all of

zhe terms and provisions thereof, exactly the samé¢ as if-the undersigned
nad executed the original of said Unit Agreement or.a counterpart thereo:.

» IN WITNESS WEERECF,.this instrument is executed by the undei-
signed as of the date set forth in the acknowiedgement below. ’

STATE OF OKLAHOMA ) ‘ . : .
. , ) ss : !
‘COUNTY OF WASHINGTON ) :
W ?:n tklll_is M day of , 1971, before me Eersonal'l-y appeared
Sam W. Franklin , o me znown to be the person who executed

~ the foregoing instrument as Attornsy~in-Fact in behalf of CITIES'SEﬁVICE 0IL COMPANY, &

Delaware corporation, and acknowledged that he exccuied the same asl the £ an ¢
. d g ; ree act eed
of said Cities Service 0il Company. : d ges
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My Commission Expires:

My Commission Exnir~s April 23, 1974
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‘all of the terms and provisions thereof, exactly the same as if the underSLgned
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CONSENT AND RATIFICATION W (..nf.' v
*

SAND SPRINGS SOUTH UNIT AGREEMENT '
LEA COUNTY, NEW MEXICO

' J. H. Conine, Jr. hereby acknowledges receipt of a copy of

the Unit Agreement for the Development and Operation of the Sand Springs

South Unit Area dated as of the lst day of July, 1971, embracing lands
situated in Lea County, New Mexico, The undersigned acknowledges that ]
the undersigned has read the same and is familiar with the terms and conditions
thereof. J. H. Conine, Jr. is the official record title owner of a lease .

or leases from the State of New Mexico as lessor, as such ownership is
reflected in the offices of the Commissioner of Public Lands for the State

of New Mexico. The lease or leases so owned by J. H. Conine, Jr. is :
indicated on the schedule attached to said Unit Agreerent as Exhibit "B".

J.  H. Conine, Jr. does hereby commit all of its said title to the Sand

Springs South Unit Agreement and does hereby consent thereto and ratify

had executed the original of said Unit Agreement or a counterpart thereof.

Martha B, Conine, wife 6f J. H. Conine, Jr. joins
herein in ordér to bind and benefit any communlty property interest she
may have in said lease or leases owned or held in the name of J. H.
Conine, Jr. :

! IN WITNESS WHEREOF, this instrument is executed by the under-
of the date set forth in the acknowledgement below.

!

signed as

4}& arita /4 ém,&m/*

Martha B, Conine

STATE OF TEXAS )
)
COUNTY OF MIDLAND )

* %‘xprﬂr e foregoing instrument was acknowledged before me this 1st
day_?ﬁ Jyly, - 971 by J. H. Conine, Jr. and ¥artha B, Conine, his
w1fa, T\ ’. .
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My" Cbmmm 31on ?plres cantow st
Notaky Public< in and for Midland County,
June fst‘i '}£97) f Texa
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" CASE 4574: TENNECO SHOW CAUSE
4 'FOR CASING REPAIRS, SAN JUAN
co 'COUNTY, NEW MEXICO.-




