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application of Texaco Inc. for a

maintenance pro:ect and special rules
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g; s Koch™& Kelly, Santa Fe, on behalf of the applica‘nt.
~ 6 Mr° Examiner, cases 4851 and 4852 are really -
= - RIS ] R SR . NN W RIS
‘_E__ S would-aek that they be. consolidated for i
e 8 “tesft.‘imony ‘purposes, but with separate orders, [ I B
g . . . #
e 9 - MR, UTZ: Case 4852 is a related u{”tter for g
-t 10 pressure maintenance project on the unitagreement,'- which
E_ ‘ 1 is cové;-ed and 4‘351, and they will be consolidated for B R s
% iy ’pu:cposeq of test:unony, thh separate orders.
" e } g_ i ‘
“B . : ;
_g '8i§‘ 5 K ] KENNETH HnRBIN SWORN' TO TESTIFY ON HIS OATH AS :
N . i
1Y g4 FOLLOWS: :
i « . :
WE 1S _DIRECT EXAMINATION BEY MR. KELLY
53 6| o Would you state your name, please?
;3' i A , - My -name is Kenneth H rb;n,' I am employed by
2R T o
B R Texaco Incorporated, Hldland, ‘Texas. :
iy ‘
- . X SN N - L
g S 19 Q ' And what :|.s yr;ur position-with Texaco?
a - PR
: 52 20 A i Proratlon engmeer. |
sz i |
" ) -
§: 21 0 Have y.f_:y,‘:_previously qualified as an expert J
.z o T T e S e o - Ve i
o0 - ‘ : : .
R witness in that field before this Commission? ‘
: 3
0+ :
J‘ﬁ,_‘ . - . .
§§ 2 A . I have not, ‘ :
Zs »
" 24 Q Would you gz.ve the examiner a brlef summary of ;
25“ ) your professionam. exper:.ence? :
vs>.,. ) .
.":';{‘.4
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7““””"““:4i§??éirblé;u“ﬁng;§ger ng_at Texas. Tech University’x?”“f*fﬁvfﬁwiiA_d<“

K reporting SeFVice, i
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me cormick

* dearnley. meier &
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Caloo : ‘inxlﬁ§g;H I was employed by Texaco at that time,

A oo . L
- ipessat pari s AT gen o [ oo
; |
I o

v

'ii.f - s I have heid,yorxous engineer;ng posxtlons “at” wegf??f:ftgv

i e t

‘pexas and New Mexico over the past ten years

L8  jnvolvifig reservoir engiﬁeering»andmin~théiig}gA““;'

_——2 o

Ty - of operations, and 1 am presently-2 ‘amsigned as.

k

[
o

s. pro*atzon englneer. . o

o .

Q - Then you; expér;ence covers the particular Vagaum

SR S S ' N
10| o - pool that we are ﬁlQCﬁSSiﬂg today?

2 11 v ges sir, it does.
‘; f " 2| * 7 MR. KELLY: Are the wltness 's qualifications
‘d - o 13 Eooeptable? " ' ' e

<

Ra UTiz'”Yes, they are.

15 T MR. KELLY: ALl Tight, sir. Now, the two [

it
A PO

\
Uk

HONE 243-2081 0ALBU

_15.“,> L ‘;pgligatiggs;ﬁgg_piil 48 ;“ana 4852, have been o |-

gl . condolidated. g

Py . . . Y
_ Would you. state what Pexaco seeks by these

;
=3

i TR

19 applications? SR A S “"'m;f

0G. EAST HALBUQUERQU!

Ao
2 o |

“20 A rexaco is today mak1ng aﬁplicationfto,:figst’oﬁgiil}:

21 . form a 1400-acre—un1c—UVm,r1'ndwgi\Q11 of portlons

27 N of sectlons 1,2,11, a and 12, Townshi

o s e S A bty 4] YRS,
{eP.0. BOX 10920F
TIONAL BANK BL

L 5"33',/::’

18 South,

s inea

23 »k T jRange 34 East, Lea Lounty, New Mex ; for the
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24 | ‘ " purpose of conductxng secondary recovery operations
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S in the Vacuwm of the Grayburg-San Andres poolf:.
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_be gﬁanted fgor each well drilled effective npon

:We reqdeet approval to initiate a pressureA
" Andxes reservoirs,

_qranted a bu1 is

.,projecte&'allowable.

’ drill and/or ‘convert addltluual

<pr0po d L,it .area without notice of hearing,

Commission. g

unoriioaax leeetions,_it order to develop the unit
area, and, we futthef request that a full alloWaDLc

. S L
completion’ Of _that well' o ;
| T T e e e

TEY

aintenance project in the VaLuum Grayburg-San
and we request that Texaco’ben
allowabie of 75%'ab6Ve the

we request permission to
ntinue the present commingling of eeparateulease

‘production into a common tauﬂ battery for leases

both inside~and out91de of the propOsed unit.

‘
,,And 1astiy, we‘féqueet L at we be auf"o‘i ad to

“ells in

subject to administrative approval(by the

Now in rﬁat connection, are you- requesting .

i

Referring to your plat, ' would youfexplein the

theﬁ' 'f'ﬁ

by this apolic on that the right toxdrill
aadi:ienal Qeils:; given prior to showing “yespons se
YesS. : - as
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varr_us ‘coges shown uicas < th:’°::::ne*«~th*h1*

“;the proposed f??*

Exhibit i§5‘;“i’?hT:Wé'""'a""psﬁ’i‘ai‘.'sz the

i

poverlying,_underlxiug 1t.7 The red border outlines

the’ 1ndividuar§wells, the letter symbols,'are

t

' explalned 1n/éne legend on down here and denotes

/,.f
the compleﬁion reservoirs of various wells,

N

L ji . % ~ ) .
The one off interest is the designation shown as

- \\1 " L

"S* which, %e ‘ve used to denote a Vacuum Grayburg-

“géﬁ'ﬁﬂdfég‘écmpleticn‘-'I' ide the unit area, you

fwill “te wells denoted with red circles, these

~are. current Vacuum Grayburg San Aadres_groduéing

wells.

The green circles are locat1ons of proposed

s

producers to be*drilled, and the ye110w triangles
denote proposed injection wells to be drilled,
_The plat also shows other_secoﬁdéry recovery

-1

area, ia that cerrecé?'

i

A R PPy W
p:u;cuta in

>¢+

Yes, it doeu.’“Adjoin1ng the -prop
West is Texaco 8 West Vacuum Grayburg~8an Andres
unit, and to the North, beglnning approximately

one mile North of the broposed unit, is Mobile s,

Grayburg-San Andres pool, and the other reservoirs i -

osed unit to the |
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Briugeb Sta

water fleood project.

surroundina that

XD

except to the’ dorth?

See. there sre Phillips that borders the proposed

e

14
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4
éi.
ot
m
gl
folf
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e
Q
0
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,,,,, esNortheast_corner._s_

the Southeast portion and Amoco Yo the Southwest
corner.

A

And then Texaco would have the rest? ’

That s correct.

7

Referring %o wnat is marked Exhlblt No. 2, would

you identify that?

oo

A. AAAAAAAA AA
(1~ PLULJUDG

And can you state for the recoro‘the actual.

N
o i

descriptzon, the leaal descri tio

ronfalned in the unit?

— A h ]

§é r-a

"
)
)

*
’-
w0
¢
e
0
t

Tne un1t will be compr
2, the Northeast quarter of the Northeast quarter
of Sectron 11, the North ‘half of the Northwest
quarter of Seotion 12, Township 18 South, Range 34
And what is the unltlzed formatxon?

The unzt;zed formatlon

3.s the Grayburg-San Andres

interval. It's specified in the unit agreement nHn

41

I NN
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Examiner, I would 11ke to p01nt out that the notice

Poas

L

P

) 4
= 1 Article l 4. page 2. B B :
a; . R ) i IS i "—\‘Q< - .‘;
<2 2 Q@ And the pu:pose of thls unlt ‘is for a secondary : e i
a - e e e e —_— -
P recovery project? ; o _
_el - ﬁ-’_'L‘hetf"s correct. o _ _ o R I R
.;: B [orai) ’ i . I
7¥w¥§§fw~~*~' “Now; -is—Tsxace the only-workinginterest owmer . and |
’wv—w'—g;"“ S o e ‘ : ’ N
- l-u B B 1 H B ) . “-
E 7] A R,
G T : I : ) . il
o .- , g S I L
B All.of the le eases here are state owned leases, i _ )
>.. _' N ;j_\. ' . k A
.%E _approval._ from the State T.and Office, s ubj ct only : S
= 2 ; -
a oS : - to the Commission's action? — i 9
3% .l A That's true. Exhibit 3 is a letter from the i e e!
L 2 o . N . - . L e N . | oL
. gz 18 office of the Commissioner of Public Lands, indicat- » «I
:)'z r RN . : I
—o : - - o v e g C N :
LTI ing’ that they have approved the unit agraement as e
53 17“' to form and content, subjéct to approval by the | I3 T
<> g ~ ‘ : T
23 i . i ~_,_l
33 , Commission. :
o S 18 :
Y p
[ oo ;5' 19 0 Now, I assume this un1t is basically 81milar
5 o :
¥ $ - ;. ~
SeE s ___ to other-nnits that have been approved by the o
: x® Commission? ) N
2 ¥, l’; 21 - - ¢
el o b L ‘
% «F A That is correct.
¥ . g 22
. g o Z
7t 3
E 1t Q S : , . . R ‘ '
- %ﬁ 23 MR, KELLY: Ncw, after the application 1n 4852,‘ .
P "y o ——
Ty g Mr. . l
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;‘:)ﬂ 1 — T« T T LT T e . }é
I R ins \wo small erxoxs which I don't teel are e

B ?iéj'risdictional ,,,,, n- any. sense, but we would like to correct

- o me Oy R TSI
. » lt"SEYS‘b"“thewi< ,ctionr , eight -
s

»7wells at orthodox and unorthodox locations. ﬁctﬁallﬂi-ai;—f—~

k reperi

i the locations sought are unorthodox. : ‘ ;

mic

'“Ficﬂ'

{
meier &

[T A

Further, it safs:that Gé”ééék to arili Sight oo

i

. producing wells. The applicant geeks seven producinq wells.

> - : \‘ :
Kgmﬂ "“”e,:.MR.=UTz:' I would conbider the applica ions

.Z:Eu

_$;Wﬁssicallyrcorrect, since we don't have a lawyer to argue WIth'

P
ley,

o

jizv;"‘v C ' -
o " MR. KELLY: Well, it's alright.-

s
.

Ao

A

=
i on
R U -c g; . ’t',ls - -
= QEB* - Q- _ Now, referring to ‘Exhibit 4, which is a structure(
ST IO i@ o '
[ EX ‘ i 3 ~
: '22;; a8 {f‘ p of the unlt, would you give th“ Ekaminer the
L Ll RC-1 SN 15 ) N Ny ) )
;ﬁ, W e o “sifhistory of this poor?
§§ SR {3 S R N
- 2 A S Yes, Exnibit 4 18 outlines
; 2 17 : -
T 5 N portion of the Vacumn Grayburg-San Andres pool,
: ° w0 | e

but the Vacuum pool was discovered 1

‘BLDG. EAST€ALBUQUE

with production being derived from both “the lowexr -

BANK
8

%. 1092 $PHONE 243-

, . ... ‘Grayburg limestOnevand the San Andres formation.

Tnéx ield is locate&\ n e east-southwest

N
/
» " .:
RN
Y
nG.eP.0, BOXL

1216 FIRST NATIONAL

éfﬁ 3 . trending antieclihe at * e end, which is lorated

£ . - 23 -

%h' - g on the southern edge of the Northwestern platform.
B g 24 o
'EC‘ZLE ® The southern flank of“the structures dips steeply
A 25 A

% 3 — —-—————"—_"‘—————————‘—"—__———‘.—‘ —

. I E v L
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. PAGE  Q ‘
~ ——to the hole w ater contact. - B I ]
In regard to the proposed secondaryirecovery‘area,"““W}”” *@J
tne neterogeneous oarDOn enaracterlstlcs w111 be
o illu= a.ed by an exhibit to be presenied in later
_ \\‘ L . :
- testimony; The Vaouum Grayburg~San Andres reserv01r ;
x o
S within the prOposed pro;ect area had an initial :
:EE resorvoir pressure of minue 600 feet. 1638 ﬁ.s.l., ‘?
,gg w1th a saturation pressure of 1107 p.s i. The N ,
- e //‘
o R "“Cﬁfféﬁt reservoir pressure is 720 p.s i. The field
2 10 B
gg is developed on standard 40 acres spaczng. As of
o 11 :
~-j§? = August 1, 1972, 558 wells were producing from the
R 12 . oo ,
E" g Vacuum Grayburg-San Andres pool, Depletion ;
D o3 13 N | o , LT
‘jj? gi ” - varies throughout the field, from partial to -
R, [ e ‘ -
¥y T ~__advanced stages. 3
e 15 b g
£ w During July of 1972 the field produced 454,069
32 . ‘ , , )
oM ' N ‘ )
39 gy bdfféié‘bf'dil“dﬁd‘lﬁS'? i baxrels of water. The- AR
e ® i B
";"J" EERREEE B I e st e e e T _,_,_.:7;,_;:? i e i‘
gif 18 average GOR was 1600 cubic feet per barrel of oil, |
“%E 19 Cumulative time productionkto August 1 1972, was
iz ) . '
i 20 « 138,914,336 barrels of oil.
2 0 .
o .. ' .
81 g Q That's for the whole pool? ‘
z ) » . ; o
§E~ 22 A That's corxect.
(L]
o .
fg 23 Q Do you have anything for the unit, cumulative :
2 0 - . ' [
I -
2 e proauctlon- =
25 A Yes, cumulative productlon from the propnsed unit:
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Aréagéo 8/1/72

am;gprd§g§tignw£herg?

”ig4}§!§33,000 barrelss

How about waté:'pxoductinn,”1s_gher mQCﬁ_water b

-

- No, I do not have'a c

anit area has peen smaile

NIW‘M!)‘(,I'C‘O‘071A0'S o
MEX1CO 87108 :

AWER QuE.
NQUE,NEW

| HoQ; ExhiBit No.
in. a unit,
That';tcorrect.
;; bF the_préposed unit ;rea.

' allowable, and the current

with the corresponding GoR, gas-oil ratio-

" That's COTTeCt:
‘Now, as €0
" referriny Dack

what Texaco

yes, back on Exhibit 1. wh

the ared,
~ . poundary.

ﬁbﬁﬁectsrwhat we consider
wells in the pigjéci areae
“And woﬁid you, refeziln,

that to the Examiner?
L

tiﬁéwateg-?roduéifani::;

'aVaiiabief-bﬁ;‘wgygrvéroéu&ticﬁ£nthis;prop05édu
5 ié’pib-weli’pr63ucﬁioh fijures

js that correct?

Exhibit § lists the wells

, wells are still makiné their

»"cur~plan”of operation heresi

you will note that inside the unit

we habééénéiléﬁ"ina~éashed;ipe which

- i

P
2

‘with theirx current

oil and~waﬁet testing

]
N

—

¢

would Yyour

x,showthezxaminerA\<{

i

jcn is the base map Of

to be the outer most

6, explain -

PO

e
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~“.__Exhibit No

. 6 is a listing of the thirteen wells

<> that we propose to drill., The first seven wells

'

1zsted are the wells that we proposea to-drill -

A
¥
S P
t

23

24

25

proposed 1n3ect10n wells.

,_for the_wells that you plaﬁ torrjd

That is correct.

Now, about Y¢0¥f§e§i§655i3h;for_éhé exiSFéns,wellé?:_”‘

We plan to contlnue to present well- numbering

system and desxgnatlon that we have at thxs Time
Are your present produclng faczllties for the

various leases in -the unit con8011aated at a’

£y

cental

Dant?

.

Yes, they are. weqﬁeye”ereohebiiEEEeB“BaEEEfy‘f”

located on our State"éivleese which is in the north

_mweet_corner of the un1t area, We consolidate
productxon from each of the leases in the unit area

‘as well as other leases outside the unit area. AThe

production ered,fof_courae. prxor to leaving

the individual leases, and we plan .to, thh the

Commission's approval, cohtinuelfhis practice of

e S = {5.

“.! 1% ’

- [ S L T et N __A‘ RN
T T ’ - i —
o ghd-well-number,; the - actaal-fectage~lcsat;cﬁe;faaé“-~ B
the Sectlon. Townshlp, and Range, and following .
e S TR
that we have lxsted s1m;lar(1nformation for the ¢




[P

S v" ; comm:.ngllng th:.s productlon.r. S
e ‘ 'z All r:.ght, now, go ahead and expla:m the plan of
& ; 3 - the projec-.wwr o e
_ § -4 th:.nk it could.best be seen on the Exhibit 1; the
%_ 51 base map,
L;.. o N -
_5 -6 | By drill:mg these proposed 1n3ection wells and
s E : 7 praduc:.ng welJ.s, we will develop an inverted 9-spot
T , o
P} Q 8 -inject:l.on pattern w1th1n what we~‘have designated
4B
= od | k3 as a proge('t area, and thls vn.ll, in effect, be o
{\ - A LT \
-1 iy rro “
"" % 10 develop:mg thls acreage on ?0 acre. sp aci 13 as
| j E_ 1 -~ opposed to the current 40 'acre_,,/s‘pacing.
. -‘gs 12 all right. Now, as ‘to your mjection procedures,
g s
‘”“ 1 _§ 8’:%" referring to Exh:.bit 7. 13 that sket:ch typical of
’ ﬂ E:E el ~the instsllation that yeﬁ'wil‘l" ‘u‘Se“f(") ‘all your
e N w v - . E } . . LLEe : o T
: ‘v 18 injection wells? )
B FE ~
- §§ 16 Yes sir, “That is correct. Of course, since we
[' N - s .
—_— 2 . .
32 gy plan to drill all of our injection wells, this is
o e ® .
aZ B . ‘ i
,:,E 18 the preposea installation, This particular one is
o %; TRE what we. proposed to install in our New MexXico R
: - &g’ .
R iz 2% S?at‘e,:N’eCeT, 3, Well No. 20; but it is typical -
r ; §§ 21 . of the s;mzlar msrallatlons that will be used on
i . Z S
e ee
g - <Y 2 the other sevén we.l.ls.
b o :
S 1 1 A—— — We plan to drill and complete this well, these -
£ e
¥ Ic.
g 2 eight wells, I should say, uszng 8 and 5/8
; A 28 .surface casing at approximatelj 350 feet, cemented
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=i

23

24

25

3,)‘.

4360 feet.

That will be the range.

at''2, 000 feet. |

ghis exac; interval,”

NN

We wlllrthen vse 2

_between the various wells.

‘and 3/2 inch

plastic coated tubing with a packer, the packer
being setuaﬁ%ve the pay_interval at approximQtely
We w111 load the ca51nq tublng

-Injectlon 1nterva1 _ ;

will: be approxxmately from 4460 to 4710 feet.

of course, cou;d<vary

The figlres that you gave would be the range of
all the wélls, or just this particulariwell?

I might add, too, that

[

‘'we will install a pressure dgauye on the tubing

and on the. casing annulus.

den'ybufgive'the“Examiner'what you contemplate as

1y

far as znjection rates and pressure?

Well, we antlc1pate an injection rate of about

1500 barrels of water per day, per well, at a

pressure of 2,000 p.s i.

Po you think you will have any problem in

injecting that volume with that pressure in this

(bool?
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Do you anticipgggpgpy corrosion problems? = -

¢

we will be usiig fresii watlTe

No.,

R - C e R "

care ‘in using inhibited water in the
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~&;i ater supply for the project areayand3ﬁor an§‘.

‘ existing pattern‘for a project? ‘

aﬁdmplastiC!coatingJtﬁbing to pfevegggcorrosion.

‘Does Texaco have what they consider an adequate

expansion within the .limits of the ﬁﬁit?">mfﬂn~wkwd

Yes, the wkté:brightSWhiéh wéfhave will be

s
& ;

sufficient for the currentﬁpréject area and any

T A e o)
expansion up to

the -unit -area. ==
_ e R

In your,opinibn;»will the installation you havéf{'

shown on Eghibif'7*prevent;@igraiionfdf;éluids

#to any 6ther zone?
Yéé, it will.
wow, Yet's.go toiﬁﬁe unoEéhodox aspect dfféhis
period. Wﬁaﬁulgﬁuhorthdd5kEboﬁéiziéwibcfticﬁé7i
of these wells? .. c e  :‘;
in order to develop the space in which we have
outiinedivthe probosed ﬁ%}ls to be drilled
Si11 fall at less than 330 feet from the border
section rights. -

~

. What is the reason that Texaco plans to drill all

‘thésé additionai wells rather than using your

—e———"
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;Amwhlch indlcates that the pay ir

,.-.—.-.‘.‘nn,

‘the drilling of these injections wells

;Wﬁﬁditiﬁﬁal?wells~'

o «anﬂaﬂ f-n

ranover: aaazczaﬁ?ﬁwg ndary oil

- :Wnﬂve conducted a study offthe proposgd unit arﬁa, :

laterally discontinuous,
That's Exhibit Mo, 8?

That's correct.

' Go ahead and show that to the Examineér.

_ - Exhibit Np,,B is a schematic representéﬁion

of tﬁe pay dlscont1nu1tv which we have determ -“j”

from our study, and the results of our study

1nd1cates that only about 60% of the acfual pay

Lﬁ ;
interval 1q3cohﬁ1nuous between more than two ﬁ iis.
: Y
Ut*lizlaq the oresent spac1ng would result in ;\

portion of this porous interval not being opened

to igjgction, aﬁd‘ﬁé anticipate by in-field
drilling on the 20 acre spacing, we will reduce

the unflooded pay by approximately half., Of

course, another benefit which can be derived from

2
ies

pub

.in the fact that most of the present wells are

it

. open hoie comp'leytions, and by drilling in they

casing through the proposed injection interval

soverable-under- p:esent spacing.m”mji
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__complete them.in such’a way as to control the

“ actual 1ntervals of ln]ec‘C]-U"' T
B waterflOOdg does that support Your °°n°lu31°nmmwwm

" TYes, it does: —That West

rreSponse w1th that pattern, but the response was."'

Wana’bﬁf"{hjection,weils, we'will be able to |

Now, has Texaco s experlence w1th that ad;oxninq

“‘that a more dense pattern would be more effectlve?‘

e
-

‘Vacnam unit, which adj f ns

us here on the west, was iﬁitiaiiy developed .as

a double invertedIQ-spot pay lot., We 1n1tiated

th;s project about 1965, and we dld obtaln,

R

I
i

' slow. -

Referring to Exhibit 9, would you qiﬁe the

We have recently, earlier this year, developed and

’eXPandeé the injection pattern in the west Vacuum :-

Agf to a 5+-spot pattern in order to accelerate

at bv develop1ng th;s on

even denser spacing, we will recover addltional

" reserves, that we could not recover otherwise,

You mentioned that Texaco's studies suppert the

‘conclusion thafryoﬁ've shown on Exhibit 8.

DR
3

Examiner'some of the infq:mation that supports

this conclusion?

Exhibit 9 is an actual log cross section, from which

o
s
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the schematic diagram on Exhibit 8 waé?deriveda
Before we get into thé discussion of ‘what it

shows, let's locate, using your structure map,
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" section,

S 2

I

think: probably the Structure map would be the

“best, that's Exhibit 4, I believe. =

I

_The cross section begins actually on just
:outside‘of the northern boundary of the projéctA
area on Texaco's "O" traétiéne; well number 8. ﬂIE
exgenégysouthvard‘d0wn to the S§c§ﬁd,;obétion
which is the "M" number 4. It éﬁénrq0e84§§8t;
to the "M" numbef 1, goes futther—eﬁst to the
*L" number 1, on east to "L" nﬁmber 3, and thén

north again to *LF number 2. -

Now, the cross section doesn't cover the whole

b
Ve

pﬁrposea.

In your opinion, though; is the conclusion shown

“~“Exhibit 4 of the wells, that are on your crok¥ |

e e e

: ‘ﬁﬁiﬁl'”ﬁij T‘f‘e*'ﬁééwéi} ciaéh; §§;;1$b1e 1o§s?r
That is dorrect.‘ﬂlh oider'éo devéiép a cross |
éection, I had the continuous pay. as we've e
tried to do, we denote porosity logs, we have 2
otize: logs acrbss the area which are o’}i'd electric

o ;aés,wand they are'ng;_:eéliy‘satggfaqiory for our

B T
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P éi C on Exhibit 8 indication for the whole unit, rather ’
L PR T S - than just the area covered by the cross gection? -
PR - S P e ',- ‘
B T e R~ G -V 115 Qb ﬁight—ﬂ"§1ainjjust_a”1ittie~farthe:-ue:e. —
, w2 | A v
e g S R ~that Exhibit No._9 here does indicate that the ::.- i
e : v : & » e e
e Yt T e ] . - TR SR TN ~ oo d
;B . __ .. _porous intervals are not continuous across the §
& ST SEEEEE M S
il - . field, they are continuous, maybe, for one, two,
N 7 o : - . L
_gg - or three wells, but _as far as being consistently
9 8 : , o e mi
gg - continuous laterally, across the f£’&}d, the are
. 3 ' 9«‘ ~ e E L5 - | .
X w ) ‘ l’lOt . g
e ST -
- :.g g -10 “"""‘"6' b wa—'"do‘ ‘oﬁ—‘da—v—éa—l—~ Ot‘\.‘er e-v--’ e W TN bi-\a __ArAN AN - R
QE, . » g Y Y fuc.nuw cads yLo-onn :
e 1. ‘give the Examiner as far as other studies
o E o8 of this nature in this pool? /i
) L_} § 'o.“g I : - -
i : 35_ : A Yes, I might refer to a previous casge; it was ;
- - ue . . . o ’ :
ii Ex 14 ' Case No. 4368 in Septembex 1%; 1970, which was
.- - “:; T 3 N e P . . . B 7.' . -. : :\-}
40 152 ‘5 % a De Novo hearing involving Mobile 0il S
T R e 2. . R
% Ex Corporation, and their Bridges State waterflood
e 23\ A : S - T . ]
o [+ N 17 <L .
s <2 project for the north. , |
3 - , i
— o 18 5 : . :
: o< ) : . . . ) ey s "
— w 1 They presented in their testimony Exhibit Nej;. 11, |
o8
I‘ N . 0y
. - -33 which was a cross section that began just to the
L £z 20 < |
- x North of our proposed unit area, and continued
o .~ by Qvi 21 . - » ey :
} L 22 in a northerly line for approximately 4 miles, :
; .« 22 .
‘ ¢z 3
I 3% . i, and their cross section essentially indicates the
5 L—- g E 23 o . cee ‘ N
= k i same type of pay discontinuity that we have
1, ! 3 24 »
. P ‘represented here on our cross section, D
25 ' -
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, Current production from the proposed prOject {{,
10 ‘ = \

area is 1650 barrels per, dag from 24 wells. - i

IEr & mc COrmi

S L v ' /o
_?hyp9p>copp}erion of the £xi 1»prbgram, prqduct%éﬂ

wi-1l be increased by an anticipa teh 1120 bar rets :

dearniey. me
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per dey. The pro;ect will achlave a peak

produc1ng rate of 5460 barrels per day for. 39

n

wells, that's 24 ex1st1ng wells, plus the .

53

-6 proposed wells, Ultimate primary recovery

“from the wellg within the initial prie

{

‘will be 16,654,000 barrels of 0il; cumulative

; recovery is 10,875, 000 barrels, which 1ndicates
‘ m T - o
‘ that it is approxlmatelj 65% depleted: at this time.,"

Q- Now, these figures assume that the Cemmlssion‘

N

grants you the authority to in-field drill and also

[

1216 FIFST NATIONAL BANK BLDG. I:A::l.‘(uuwoun”eu:. NEWMEXICO 87108
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i

(1 o0

grents you theé authority for the bonus allowable, .

'is that correct. » . - . ,
8 e o ‘ ‘ o




“Ehe*reserééi?

of 60%'b6ntinuous, the ‘tota;

=

but jg not cont

Producing wé\i‘l’. :




i LA . ) B —— . - ’ B B S

" i - P N F B — - /
P“-_ = S T - ”Si
- L . - o 51 -
| } : , - - S ... race_ 2} -
" e = trapped, due to the arrival of the €1ood front at
e h) o - .
RE3 2 - SR
: °§§ 4o the producing well.
: ‘, We estimate this loss to be in order of 1 million R B
. waryals.  This is a conservatlve estimate and
“could be conside ‘.:'1;',';'52 _+han_ that. wé doagifiere(t”"“iz Rt
-“ one alternative of handling this pgobiem, that
= would pe €0 1imit inje ctiozi""‘r’af‘féi"iﬁ-’crger!’;i‘;o'_‘_'__,_‘_,,V,,w,,
1im.Lt the amount S‘f response. HoweveX, py limiting
o . J.nject:.on rates, this will have a detrimental -
§ 7 effect upon the J.njectxon\profl.le‘ due to the.
[ =2l . =
>=_ s‘-".ze heterogeneity © of the pay . jntervale R B
e 3 1 ‘ ‘"Un”de"r‘"’éii‘ftazl‘-.ca»e-; ie eation rates ,' the" ;::;eﬁtlon
'g' E% ) - profile would pe altered and water would not enter
Wo K B x
30 ; :
2% " all of the zones that we de51re to flood, resulti.ng
z 2z . 23
_ %‘z' 15/ _ in poor sweep efficiency. Max:.mum recovery then,
oA v M : . s ) ) 2
232 7z ‘ 3 IR ) 2 -
E 3,% 16 : is dependent upon mamtalnxng optmma mjectxo
3 : . i
53 SRR N
i <3 17 _‘ratesSe. The only way to opt"a:'.ze*injectlon rates’
o e ‘ “ f ‘ :
’ ;*; 18 and 'vertical sweep € efficiency. and at the game
T [ : “_ <
3 §§ 19 _time, to 1imit the 1oss of the reserves to aiscon-
. %o o
L 3y ¥ T . tinuous pay, is'to ‘have the ability to produce a11.
i 'kxﬂ )
; g§ 21 of the response oil as it comes to the pro zoin g
= - ) o B
1 B wellbore. To do this requires a bonus allowable S
L 9L o :
: g ‘S
b ;E 23 - of 75% =sbove the project pllowable.
: R - S '
S 2_4 Q Now, do you feel that there is an ad"antage as far
25 | 3 as ultmate recovery, to xnstitute a Qressure h
4 \ 4
: -
W }"'af'
o
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meintenance project now, rather than wait for

these wells to be depleted and then go into a

wate:flood?

--Definitely, there is. By flooding the reservoir at.

this hiqher pressure, at thisypreeehtﬁtiﬁe}

——— (».

secondary Yecovery will ‘be increased 27400
barrels; and this additional Fecovefy is-dne te
the fact that at a higher perfermance, volume
factor, there will be fewer-stock tank"ierieis

of oil left behind as residual oil, -

So, what you are sayi;g here, is that-the. granting
Of this appl1cat10n in it s compleéte foim willﬁ
save an c¢stimated 2 400,000 barrels of 013 that
would not be recoveted: Oor are you Just saylng

that it would be delayed?

That it would not be recovered.,

Se, 1 assume tna 75

your erg .eerlng estimate, or decision, of what '

is necessary to produce this unit most efficiently

and that basically you are seeking the right to

-produce all the oil that responds to your

pressure maintenance project, is that correct?

That's correct,

MR. KELLY: Mr. Examiner, we would point out that

Texaco feels ‘that uhdeg the 701D2, the Commission

-~
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pefinitely, it would.

“to the Commissiaﬁ'thht‘ydu'w‘ald-

~for both?

B appligations prevent waste OF

BY MR. KELLY3

certainly has theauthorityéé»éeéﬁhat ever
allowables- gn_gcase»bycaée_basis. The
fresh mainteﬁénce project should have, Aﬁéiﬁ?i
. . P
would, .we' feel there is no legal problem aéffar as
= - gommission granting this type of applicatioh‘and
th;£.£hé>eﬁidéh§e gﬁb§6t5§wthat‘iﬁw$£ié;§é§_-».
_""‘f““—mf—~§éuppor;w§ﬁe conﬁlﬁsidh ﬁﬁat;itmwouldmpreventhm -
waste. - o T

If the appliéation were granted, and you,wefe able

to produce this aaditional oil; you would probably

nave additional casing head gas.

;

Wy ’
Wapd\gbillips Gas Pipe Lines, and we have a

can you guarantee |-

_ . » 1
. . . . ‘ S N
Yes, we hc¢ve contacted Texas—New Mexico Pipe Line,

written

ihdication from each of them that they will be

able to'hanale.the incréése& o3l ;ﬁé casing»head

gas production,'

- v .
dallowxng

‘Now, in your opinion, wouldbthis granting of these

you to

yecover gubstantial amournts that would otherwise ”

be lost, and also protect the correlative rights

of off set operators in the area)

Sigioae

e e
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intxoductxon of Exhlblt 8 1 through 9
MR. UTZ~ Wlthout objection, Exhibit's i~tﬁxough 9
w111 be entered into this case,

MR, KELLY: We have no further dlrect testlmony. .

As I recall, the waterfloodkpréjééts are spelled

VonhExh;blt 1, or._the unit?
— T

It is,

And Fxh1b1t 3 is 'a copy of the land office" s appro-
val?
Right.

MR, KELLY: I would move at this time the

5

.4_/.\ -

' CROSS EXAMINATION BY MR.\UTZ~
In referring to the pro;ect area, don t we con31der
the off-sets and diagonal off-setg as a part of

the progect area, that ig to 1njection wells?

out that way, 1 think pressure maintenance are
L e B ‘:.‘. )
not speqificali9 spelled out, but his torically,

that's the 4aj they've been interpreted,

What are you asklng for, now, you are asking for -

the pro;ect area to be the atea outlined in peneil

Sk
T e




T ‘3-—. e ';""'f"/"ﬁ'""z-'»__’ff'l_"‘?{_)“:r;r\_f'-_y T '_Y_((‘,V v _:/"r"f B
‘ - ~ - - .
. PACE  op
i : b - ]
- : e A The project area that, xeally, thlS was in
SRR S | 8 ‘
A kS o 3 T S S -
i i I antlclpatxon of what would be qranted, iE‘é the
£ - it b E-S - s 3‘ — i — e e i B —— —
75} ‘. : penc11ed outllned area.
2 Q. I'm sure Texaco would have no ob3ect1ons if the -
™ o Commiggion were to grant “the . pro;ect area as +he
et Fo et L B ) - 7 e
. 6 . e e
- .
= . . “_‘T?"f axed. - |
e " I N e e e g s . e 3
i ¢ “A It ‘would ceértainly be to our benefit, of course, .to
e 8 have‘the entire un-t~3rea'ﬂesidha£ed as .a project
- o \ |
‘ édv‘ ’ig _area. But since there were no spec1f1c gulaellnes
e o . T - o
Fgg‘ 10 here for the pressure malntenance progect, llke ) S
‘ s;, n say, this is what we anticipated:
1] o - . S
EE 3 2 Q o Well, in your OpiniOn, were the wells outside
m‘ g.’ g » ‘
-E% §§ ,13 or: beyond and to the outside of the pro]ect wells, 33
S Es o
o %% 14 in)ectlon wells, receive any beneflt from your
Y o .
g B . injection? i ‘
~38 16 A ~ Possibly, but that's something we could not
3 W o Gemondiratal e e e e e,
’EE 18 0 ©  And, what you arefﬁelling me here is that the new
o< '
o
§g' 19 depth factor allowables for the ared outllned by
«“,\.i .
. §§ 0 penc1l on your Exhlblt 1 will not be such to
33 21 handle the oil produced?
2z 2 A ¢ That! s jcorreck. . S
5%
ek 2] 0Q . And that increased by 75%?
! 2 24 A Right.
j - : v
§ 25 Q Now, if the Commission should decide to allow
g .
i
N ¢
it ﬁén :
<
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FAGE ‘:26 ‘ i I
£y .r _— i , : .
xﬁi Ji you the unit area as your project area, how would
K+) ‘ - o ‘ -
] 2 A ) .
5 that effect your production? )
| - * :
;8% 3 A I ﬁ?uld have tc do a little calculating there to i
& - ~——ges-4f that would-be-sufficient, — e g S 'I
- Q You would have quite&a'fé% additional wells,

RN

"o.

>

». 0

Lo

That would-entail 35 existing wells,.and 15

" proposed vells,

’, that's 4.000; and we anticipate a peak producing
vréte here of 5460 barrels per day. So that H
-alfgﬁéﬁiérstill would not be adequate to hégdie

 ~a}1'the re§p§hs§'oil that’we anticipate.

' How many producing’wells will y063h§ve'in the
unit there?

, There are 35 existing Qeils,_;hd‘we are going to
arill seven more.

‘Being 45 wells?

Yes. |

And what is the depth. factor allowable?

Eiéh;y-g,,Gdo barrels.,

so that's 50 at 80 barrels a day ~

So even then you would need an increase in ratio=--

increase by a ratio of 3600 to 54607
That's correct.’

Okay, would you clarify for me as to how you are

e K i A BT T
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P . ek i
] =2 i =
P = : Yés, we have one central battery locategq on our
- { i i
H .
- P ‘%ir ? , SE tract 1 lease, that ig in the Northwest portion
= & v3 e of the unit, Production from eich of thesge
:‘,‘;3“ . . o o it o N
M~%§7; fii_A . _m_individuai—iégeée in-the unit & area and other
‘é? | Msu leases out91de the unlt area. even, for example, our
- o | |
;AF,V 6 S lease which is to the North there is one,.. .
§§A ‘ o — Production is metered continucusly -on these
c :« . R - e
23 . 8 = individual leases and then transported down to the
E o P 3
o central battery and commingled at that poirnt,
'-r_h ‘ v . ..
-igg 10 Q Now, how would the 0il produced from the unit area
| Ei‘ 1 be bandled? Would that be con31dered one lease?
;- "
mEE.g AV We plan to contlnue meterlng productlon from the ’
' 5. SRR o
'$§'§E' o _separate tracts, \ R o AT
px 14 Q From each separate lease? ‘ e
zs s : - o
e =
ve 18 A Yes,
:o;'u . : e :
32 16 Q- _Now, referrlnw to Exhibie- 6, all your produc1ng
7?5 171 ‘ wells, as 1 understand, are on location?
- _f- .
L3
v 18 a Yes,
N < .
o o
vég“. 19 Q And how about the ones w1th edges, are they on
a3 ‘ P
33 20 standard location? - ’ e )
x
35 21| A ' Yes,
¢ o o
a r v
. PSP b 22 Q “So everythlng is on standard?
ER o
i 2.7 .
2c 23| A Yes sir. . .
£ : ,
: s 24 0 -And to the best of your knowledge, these are the
‘ §¢?_ , 25 ,;fiocat1ons which you 1ntend to drill, is that right?
% B f ' . . e
. 1; \..\
o . \;_' ,,,,,,,
i
e S
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not, for administrative approval of any other

'standard and non-standard 1ocations?

L
&

A = That's correct.

kr
L))
0

ier & mc cormic

For producxng and 1n3ectlon wells°

A . Yes sir. I might add d here, too, that we do

ant1c1pate expandxng this prOJect area, maybe

'at a later date. of course, dependlng upon the

10

- . Sl A £ N B - e s N i — S - s .
» » ’ : B ‘ PAGCE og
Nt \‘{‘1 N o ) 1 - . \ ) . - : | ) ‘
: o . - A That’s right. —
- T 7 2| s . : ’
: - e "X Q ‘So, in additron to that, ycu are asking, are you

> pexrformance of the initial projéct area by
Ei 1 drilling additional injectio;:anduoroducing’weils,
ég 3 2 extending it out to the unit battery. At that
'wég gg; 13 ” o *'txme, of course. ‘we would either have a cooperative
f§§ 14 ; < '.agreement with the other off-set operators,tor@h
z3 . : . .
gi‘ 15 - | '71f it's p0951b1e, we mlgnt attempt to expand the
{ggb iﬁ_w e e'init bho undary‘1n+se1f at that tlme.‘ABqt onef :
%g _17 way of the other, we would include the offfset E'
e g; 18 | : operators, cooperate with them. | | ;
i xi ,§§, i§ | Q ‘ 'Now,'lt would be under the present cond1tlons, | ;
% . _ é%‘ - it's your intention of producing more than a depth R
b
Eé 21 factor aiﬁowable from the outside wells, or wells
B EE 2| \' adjoininééthe boundries of the uoit?
0 4 }
é\ g% 23 A N Only insofar as they are also-in the projact area.
Ie
. "’ gg ‘/;4‘ 0 : Well, Well number 4 and number 4 on the westside
1? B 25 __of the unit would qualify for that, would they not?




A
a8
LW
| - & 11 a Yes.
b uk
g8 2| g As well as number 7- -5 and 2-2?
B ec_ir . PR YO U _— . e e
o 5 31 a Yes.
S AL S 41 o " Now, what difficulty would you encounter in
- jow
) }m g"“?} 5 1mit1ng those wells to one depth factor allowable?
O I 6| a. It s mss:.ble that one problem that would be
" _‘_:E__ A J.nvolved in this would be that since we arée
- o : T - - - A [RUCINE SR
H 8 8 injecting back to the J.nter:l.or of the project area,
ol 9 that if we were not able to. produce these wells ;
% 10 at a sifficient rate to recover all the fespOnse
' i u ) oil, we could pu'sh’oil from the unitized area to
® _ D
= E 3 1, tlie leases cets:.de of the urut area..
i % g B 0 Well, we have a proposal by Ph:l.llips and we may
x ® .
’ 2 o &0 L _
L3 L 1 4 ‘as well consider that because at this ‘point, and’
e - W W 4
. 4 zZ
i ;E 15 on i-he record, that you be 11m1ted to these wells
: o .
| [ ] ) ‘
i §§ 16 or to the allowable for these wells to one depth
e 25
_‘ §§ 17 factor allowable. Now, as I peruse your map here,
| 52 | | : : Ty
o Ty 18 is Phillips involved in only Sectﬁn 35 to the
: e v :
1 g W . . . : v
- s 19| north of the unit?
] Iy '
g $o ,
*L g% 20 A That's right.
‘ 2 < ‘ v
ot x o - .
3 [ 2‘;’ 21 Q And under the project rnles you proposed here,
a8 X ’
R EE 22 they would not be effected?
T 0 r © - )
i 49 . -
ok L ° 23 A That's right.
i :
L §' 24 MR. UTZ: - Are there anir other questions of the
25| witness?
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i i , A REDIRECT EXAMINATION BY MR, KELLY:
Lamoe £ i . ;:?; - . . . - s ) [N S S
b Referring back to Exhibit No., 5, in answer to

SEPVH

3 T - the Exadmjiner's question, the wells in the project :
Y 1 S . SN SR Al ¢
area, what are their current allowables now, on :

k reportin
|

.9 e - R S o . S
- " the outside boundary? B . L ‘ e :
,._6_ e Fe ’ ) T : - -

e,

cormic
|

meier & me¢
—

A ,.5_By/gnd«1arge they are top allowable wells at the

|
-~

" present time.

|
1
N
T 4
|
i

Q .. So, if they were limited, you wouldn’t be abie to | =~~~

| produce any response 0il?

A _That's correct. - ' S
nl . | |
| G And you did inform all off-set operators of this.. : |

N

application, is that correct.

209 SIMMS BLDG.4 P.O. BOX 1092 ¢PHONE 243-83910 ALBUQUERQUE., NEW MEXICO 87108 '

A ‘ - Yes, they regeiVed‘a copy‘§£ our application;

-
3 ]

{ELLY: I have nothing further, : : '{

&
=
F
z|

3
1

»
&

zii;:{,ﬁw,, MR. UT?%¥ The witness may be excused. .‘7- 2

-
=

.Are there stateménts in the:qase?

[
L -

(No response)

1

8

MR. UTZ: The Commission has a letter from

£

Phiilips Petroleum which I will read their proposal into

| d
4

8

the record. Did you receive a copy of thia?

-

w
w

1216 FIRST NATIONAL BANK BLOG. EASTOALBUQUERCIE. NEW MEXICO 87108
-
o

' MR. KELLY: Yes, we did.

o
P

: . ' 11 , 2. - -
MR, UTZ: Well, in fact, it reduvests that a rule .| ' .-

[~
[
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NEW MEXICO 87103

1

17

18

19

21

23

1216 FIRST NATIONAL BANK BLDG, EASTeALDUQUERQUE, NIIW MEXICO 87108
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{7

be incorporated in the order to limit any directly or

'to one depth fa S

factor allowable,

e it it ot et e e iy ‘

diagonully nff-set wells to the outside boundary of the‘uniﬁ”"

e
.,
7
IS

“We have discussed this in the recorad, which ought

to be sufficient, e

The cases will be taken under advisement and-

]

',heaffﬁg‘is adjourned,
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Qi;}§C"anﬁ*LA,ROSA,»A_certifié& shorthand REPOTEEX

s

\

> = ) - o 3
of Hearingd pefore the NeV Mexico Oil Conservation,Commission A

was reported bQAﬁé{“Eﬁa'that—;he_samgdig;gﬂprue and correct

' record of the said prédeédings, to thé'ﬁést of my knowledéé; 
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PHILLIPS PETROLEUM COMPANY g-_‘L\‘i} | ,{‘1“7 '
§-P) * ODESSA.TEXAS 75760 4 N CORSEEIGH COMMT

v Sauta Fo

PHILLIPS BUILDING, FOURTH & WASHINGTON

EXPLORATION & PRCDUCTION DEPARTMENT

October 17, 1972

v ' E C _Application o
S for Unitization and Pressure
- S Maintenance Project--Vacuum

v JFOTPR b SNSRI S

-/ s “Grayburg/San Andres Taoly
. Lea County, New Mexico

—Filer ~W2=Ed=632-72 T 5%

New Mexico 0il Conservation Commi ssion — 3
P. 0. Box 2088
Santa Fe, New Mexico 88750

“Attention: Mr. A. L. Porter

- of"tii'e/prcp’osed wnit and project, subject to the following conditions:

Secretary-Director
Gentlemeri: ' . S

Phillips Petroleum Company, as an Offset Operator, has been duly notified by

Texaco Inc. of theiriapplication _before the Commission for the approval of a
unitization and pressure maintenance project in the Vg_guum_Gré&bur‘g/S&n Andres
Field, Lea County. Said application is ‘docketed as Cases Nos. 4851 and 4852 to
be heard on November 1, 1972, and covers leases comprising Sections 1 and 2,
NE/L NE/L Section 11,-and N/2 NW/l Section 12,-all in T-17-S, R-35-E.

Phillips Petroleum CSmpany hereby waives any and all o‘bjéc’oions to the approval

That any producing well in:the unit ‘“Area which® dl're:gtlir-r“or ‘diagonal

offsets a well outside the unit area producing from-the same common

source of supply shall not be granted any bonus allowable nor be per-
mitted to produce in excess of top_unit allowable for the Eoo; without
.-having same authorized only after notice and hearing, showing that

‘substantial response to'injection has occurred”.

s B IR - o - ___,”_,/f:"‘ - et
. . : ~“Yours very truly,

* PHILLIPS PETROLEUM COMPANY

G. W. Edwards, Supervisor
' Reservoir Engineering
{ci New Mexico 01l 'Conservation Cormission, Box 1980, Hobbs, New Mexico 88240

X

Texaco Inc.. Attention Mr. R. G. Brown, Assistant Division Manager,

P. 0. Box 3109, Midland, Texas 7970Y
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Examiner Hearing - Wednesday - Novembcr » 1972 - Dccket No. 25-72
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CASE 4851:

i

wells, 16c'Eion of gas wells in conformance with the Southeast  _
New Mexico 340-acre _gas well location rules, and classification — Ea—

""of wells as gas wells at a gas-liquid ratio of 30,000 or more.

011 wells in said area would be governed by the statewide rules.

Application of Texaco Inc. for a unit agreement, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks approval of :
a unit area comprieing 1400 &cres, more or less, of state lands , {

11

B el L TTTTINTPRAUNET VURS SR 1Y SO

s

CASE 4853:

CASE 4854

—CABE 4832:

»Adeliverability and ahut-in pressure tests for marginal wells,

"Range 15 West, undesignated Pictured Cliffs gas pool, San Juan County,

4n-Gastdons 1, 2, 11, and 12, Township 18 South, Range 34 Eaat, o N
Lea County, New Merxico., :

¥ SR SLRN—

Appiication of Texaco Inc. for a presaure ‘maintenance’ project and :
special rules therefor, Lea County, New Mexico. Applicant. in the . ;
above-styled cause, seeks to institute a pressure maintenance project

in the Vacuum Grayburg-San Andres Pool by the_ -injection of water

.. P

-through 8 welim at orthodox and unorthodox locatione in Sections iv
Bnd 2 T"vﬁﬂhin 18 Qnul"h-__nnnon 'l[L E.nk,_ TA. f‘nuut-b Waey Maced ~m.

7
wan3 NGO W SIS ALLY LS

Applicant further seeks authority to drill 8 producing wells within
the boundaries of said project at unorthodox locations and the
aasignmcnt of a bonus allowable to said ‘project.

Application of Bl Paso Natural Gas Company for amendment of gas well ]
testing procedures, San- Juan Basin, New Mexico. Applicant, in the . ;
abova-styled cause, seeks the amendment of the gas well testing - {
procedures for the San Juan Basin, New Mexico, promulgated by Order
No. R-333-F, as amended, to remove the requirement for annual

Applicction of Dugan Production Corporation to comningle gas produc- «
tion prior to metering, San Juan County, New Mexico. Applicant, in
the above-styled cause, seeks authority to commingle gas produced
from wells located in Sections 25, 26, 35, and 36, Tovnship 28 Noxth,

New Mexico, prior to metering said gas, as an exception to Rule 403
of the Commigsion’ Rules and Regulptious.

(3
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Docket No. 25~72

perom sl DASLIER S

-~ BRAMINER “HEARING = WEDRESDAY = NO vxunxr 1. 1972

9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO ‘

The. following cases will be heatd before Daniel n. Nuttet, Examiner. or Elvis A.

 Utz, klternate Examiner:

CASE_4835:

* "CASE 4849:

s

CASE 4850:

) CASE 4843:

(Continued from the September 27, 1972, Examiner Hearing)
Application of Texas 0il & Gas Co:poratioﬁ for ‘compulsory pooling,
Eddy County, New’ Mexico. Applicant, in the above~styled cause,
seeks an order pooling all mineral interests from the surface of

___the ground-down:to and ineluding-the-Penusyivanian formation under-

lying the s/2 of Section 13, Township 22 South,: §?nge 26 East,
South Carlsbad Field area, Eddy County, New Mexiéo, to be dedicated"
to a well to be'drilled 1980 feet from the South and Rast. linea of

said Sectfon 13. Also to be considered will be the costs of d¥illing

sald well, a cherge for the risk involved, a provision for the
allocation of actual operating costs, and the eatablishment of
charges for supervision of said well. :

Application of Haf&ing 01l Company for pool creation, special rules
therefor, and discovery allowable, Lea County, New Mexico. Appli-

' cant,.in the above-styled cause, seeks. the creation of a new pool

“yfor the production of oil from the Atcka formaiion for its Shipp

Well No. 4 located in Unit 1 of Sectiom 11, Township 17 South,
Range 37 East, Lea County, New Mexico, dand the promulgation of
special rules therefor, inc¢luding a provision for 80-acre spacing
and proration units, Applicant further seeks the assignment of

& discovery allowsble of approximately 58,310 barrels of oil to

.8aid well.

it tndult

‘Chaves County, Neﬁ Mexico. Applicant, in the above-atyled cause,

gseeks the, amendment of Rule 2 (a) and Rule 7 of the. upecial rules
governing the Double L-~Queen Associated Pool, Chaves COunty. New
Mexico, to 1ncrease the size of & standard gas well proration unit
from 160 acres to 320 acres aﬁk a corresponding increase in the gas
allowable.

_{(Continued from the October 17, ‘1972, Examiner Hearing)

]
Applicetion of Dalport Oil"Cotporaéion for designation of a
special gas area and special rules therefor, Chaves County, New
Mexico. Applicant, in the above-styled cause, seeks the desig--
nation of the Southeast Chaves Queen Gas Area comprising all of

~Townships 12-and 13 South, Ranges 30 and 31 East, Township 14 SOuth,

Ranges 29, 30 and 31 East, and Township 15 South. Ranges 29 and
30 East.

Applicant further seeka the promulgation of special rules for .
said area including a provision for 320~acre spacing for gas

;.
.




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATFE OF NEW MEXICO

|
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IN THE MATTER OF THE IIEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR

mHE PURPOSE OF CONSBIDERING:

e : S _CASE.NO. 4852

G Order No. R-4442
APPLICATION OF TEXACO INC FOR A
PRESSURE MAINTENANCE PROJECT AND
SPECIAL RULES THEREFOR, LEA

OOUNTY  NEW MEXICO.

Vi

Pt

58 ORDER OF THE COMMISSION

BY THE COMMISSION:

‘ This cause came on for hearing at 9 a.m. on November 1,
1972, at:Santa Fe, New Mexlco, before Examiner Elvis A. Utz.

. Now, on this " gzsn
a quorum being present, Raving considered the testimony, the
recerd, and the recommendations oi the Examiner, and being

fully advised in the premises,
FINDS:

' {1)  That due public noticethaving'been*gi&enfas'requiréd
by law,; the Commisgsion has jupisdiction of this cause and the

subject matter thereof.

(2) ‘That the applicant, Téxaco Inc., ‘seaks AULNOXity o

{ngtitn? i a prassura maintenance project in its Vacuum Grayburg

gan Andres Unit Area, Vacuuvarayburqésan"Andrés'Pool, Lea
County, New Mexico, by the injection of approximately 1,500
barxrals of vater per day into the Grayburg and San Andres forma-
tions through each of eight injection wells proposed to be
arilled at unorthodox locations in Sections 1 and 2, Town-

ship 18 Bouth, Range 34 East, NMPM, o

, (3) That the applicant alsovgeakshauthority to drill seven
additional producing wells at unorthodox locations in said
Sections 1 and 2.

(4) That the applicant further seeks the designation of.
a project area and the promulgation of rules for the project
area, including provision for the assignment of ‘top unit allow-
able to all wells in the project area, top unit allowable to

each of the 15 additional injection and producing wells to be

drilled in the project area, and an additional 75 percent of
top unit allowable to be assigned to each well in the project
area as a bonus allowable for the injection of water.

 day ‘of November. 1972, the commisgsion, |

el s e
' !
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Caso No. 4852
Order No. R-4442

(5) That a pressure maintenance _project area comprising
all of the Vacuum Grayburg San Andres Unit Area, being all of
Sectiocng 1 and 2, the NE/4 NE/4 of Section 11, and the N/2 NW/4
of Section 12, all in Township 18 South, Range 34 East, is in }

‘area and should be permittad to be. produced from any well in the.

)’supply should not be permitted to produce in excess of top unit
“ailowable for -the pool without a showing at public hearing_ that

‘proposed pressure maintenance project, subject to the provisions

San Andr g Unit-Area, Vacuum Grayburg-San Andrxes Pool, Lea-

B _vcav\ hv\ﬂwaa D mcsasonn.

~injection wells to be drilled at the following unorthodox loca-

"New Mexico "M" State 11 2630' FNL & 1310' FWL 1
New Mexido "M" State 12 1330' PNL & 2630' FWL 1
New Mexico "AC" NCT-1: State 11 2630' FSL & 1330' FEL 2
New"Mexico "AC" NCT-1 State 14 1400' FSL & 2550' FEL. 2
_New Mexico "AC" NCT-1 State .16 1408' FSL'i 10’ FEL 2
New Mexico "R" NCT-3 State 20 1310' FSL & 2639' FEL 1
New Mexico "R" NCT-3 State 23 100' FSL & 1420°* FWL 1
Naw Mexico "z" NCT-1 State’ 8 2630' FNL & 1310' FWL 2

the interest of conservation and should result in greater ultimatéd

recovery of oil thereby preventing waste.

(6) That top unit allowable for the .Vacuun Grayburg-San
Andres Pool should be assigned to all wells in the project area
upon initiation of substantial water injection, and each of
the proposed 15 additional wells should also receive top unit
allowable upon completion. That the project allowable should
be the sum of the allowables assigned to the wells in the project

project area, provided however, thav any producing well in the

project area which directly or diagonally offsets a well out¥®
side the projéct area producing from the same common: source ¢f

substantial response to water injection has occurred in saxd
well. e

(7) Tﬁat approval of ihe proposed el qht injection wells -
and seven producing wells, all at unorthodox locations, and -the

of Finding No. (6)~ above,. will not cause but will prevant waste
and will protect correlative rights. ,

-IT IS TREREFORE ORDERED:

- (1) That the applicant, Texaco Inc, is hereby authorized 5
to operate a pressure faintenance project in {ts Vacuun Grayb““';

GIXSE - FESB5Urs uaiuut:uauvu rJ.UJcﬂ.-\-, L)y “the llljebtlvll ox

water into the Grayburg and San Andres formations through eight
tions in Township 18 South, Range 34 East, NMPM:

LEASE NAME WELL NO " LOCATION SECTION

(2) That the applicant is hereby authorized to drill seven
additional producing wells in its Vacuum Grayburg San Andres
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Case No. 4852
order No. R-4442--

pressiure Maintanance project at the following unbrthoﬁaiﬁlaca=“"m>“'+ww e

tions in Township 18 south, Range 34 Last, NMPM:

LEASE NAME , WELL NO LOCATION SECTION
New Mexico "M" State 10 1330' FNL & 1330' FWL 1
New Mexico "“AC" NCT-1 12  2630' FSL & 2630' FWL 2
State ‘ ' :
New Mexico "AC" NCT-1 15  1400°' FSL & 1300' FEL 2
State ' P : C
NeWw Mexico "R" NCT~3 17 '2630' FSL & 2630' FEL 1
.~ state o .
New Mexico "R" NCT-3 18 2630' FSL & 10 FWL 1
State o N P
New Mexico "R" NCT-3 19 1330' FSL & 1330' FWL 1
State ‘ ‘ : ‘
New Mexico "R" NCT-3 22 100' FSL & 100' FWL 1
State ‘ T e

(3) That Special Rules énd\Regulatidgs governihg the
operation of the Texaco Vacuum Grayburg=-San Andres Presswre
Maintenance Project are herxreby promulgated as follows:

SPECIAL RULES AND REGULATIONS
- . ..  FOR THE L
TEXACO ‘INC. VACUUM GRAYBURG-SAN ANDRES
PRESSURE MAINTENANCE PROJECT

RULE 1. The project area of the Texaco Inc. vacuum Gray-
burg-8an Andres Pressure Maintenance Project, hereinafter
referred to as the pProject, shall comprige the area described
as follows: '

' 'LEA COUNTY, NEW MEXICO ..
TOWNSHIP 18 SOUTH, RANGE 35 EAST, NMPH
Seotions 1 and 2: All , o
Section 1ll: NE/4 NE/4

Section’ 12: N/2 NW/4

~ _FULE 2. The allowable for the project area shall‘ée’kndﬁﬁ
as the project allowable and shall be equal to top unit allow-

‘able for the Vacuum Grayburg~San Andres pool times the. number

of wells in the project area completed in the Grayburg and/or
san Andres formations for production from, or injection into,
said formations. ‘ .

. RULE 3. The project allowable may be produced from any

 well or wells completed in the Vacuum Grayburg-San Andres Pool

in the project aféa,‘ptdvided'hawevar,»that.any well in the

project area which directly or dlagonally offsets a well outside
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case No. 4852
order No. R-4442

| N allowable for the Vvacuum Grayburg-san andres Pool until it has
N e e pbean established after notice and hearing that such well has
i il expefiencad a substantial response to water injection.

B - ey vy T
RULE 4. ach produciﬁg*ﬁallrin the project area ghall be
subject to the 1imiting gaa—o&l ratio (2500 to one) for the R )
yvacuum Greyburg-S5an Andres Pocl. —-

. o ‘ RULE 5. Each month the pf%jact operator shall, by the 15th
Y . day of the nonth, submit to the jlobbs district office of the

conmission a report for the préiiious month showing averagea
daily water injection into each
injected into each well, and total cumulative water injected

! 53njectio ‘well, total water
S ;;;ﬁl into each well. The report shall also 1ist each producing well,

‘

{

!

and average dally and total monthly production from same,
together with a nominationuof'p:oposed<ﬁaily allowable for each

of said wells for the following nonth. )The. aforesaid report

ohall be filed in lieu of Form c-120"£6r the proiect.

RULE’ 6. The commission shall, upon revie#q8£“€h%4gf
and -after any adjustrments deemed necessary in accordé:jefwith“
pules.3 and 4 of these rules, assign an allowable to edchk of

the various producing wells in the project area for the next
succeeding month. ‘

RULE 7. The_conVBrsion of produciiig wells, to injection, o
the ariiling of additional wells for injection purposes shall

be accomplished only after approval of the same by the Secretary={
pirectoxr of tge_Commission. To obtain such approval, -the project
operator shall file application with the commission, which
application, if it seeks authorization to convert‘additiohal
wells to injection ox to drill additional injection wells shall

include the fol lowing:

(1) A plat showing the locatibn'of pfoposed injection‘well,*' ,
all wells within the project area, and offset operators,'locating‘ '
wells which offset the project area. : Gl

Yy A gchenatic drawing of the proposed_injection well
which fully daescribas the casing, tubing, perforated interval,
and depth showing that the‘injection’of-water will be confined
to the Grayburg and San Andres formations.

(3) A letter stating that all offset operators within one-
half @ile of the proposed injection well have been furnished 2
compléte copy of the application and the date of notification.

The Secrétary—Director may approve the proposed injection
,wall,.if;within 20 days after receiving the application, no
L objection to the proposal is received. The Secretary-Director
may grant immediate approval, provided walvers of objection are
received from all offset operators. .

—-

o 4 e SR
o £ o




..5..
Case No. 4852
ordexr No. R-4442

Expansiohuéf thémbféjéct”ar§§~mayfbeubpproveﬁ;byﬂtugp_ :
Secretary-Director of the Coramiission administratively when good -

cause is shown therefor. ) I SRR
i : RULE 8. Additcional producing wells may also be drilled
N at unorthodox locations anywhere within the project areé not

oMl elosar. than 1320 feet of theVQuﬁerfboundaries‘of the project
area. The"Eééféﬁary=ntrééééiiaf1ﬁh§;§gmmissicn'ehallwhaveWNﬂwwﬂ_ B
authority to grant permission to drill any weil within the— 1. -

provisions of this rule without notice and hearing. ‘

(4) That the effective date of the allowable provisions

‘;;{?;;‘ B ‘0f 'this order shall be the date that actual water injection
T operations:commence in a minimum of four of the eight authorized
L tﬁ"{ injection wells. | ’ oo

JUREES (5) That jurisidiction of this éause is retained for the

entry of such further orders as the Commission may deem neces-
sary. ,

e o DONE at Santa Fe, Wew Mexico, on the day and year herein-
- above designated. ’

STATE OF NEW MEXICO
CONSERVATION, COMMISSION

, [
e L :
36/1ﬂ”4/V/ 5bqi2? | R
“BROCE_KING, Chairmar . N
62?\

AJ L. PORTER, Jr:i, Mdl

er & Sacretary

SEAL

dr/

.
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OIL. CONSERVATION cOMMISSION I
‘ p. O. BOX 2088
SANTA FE, NEW MEXICO 87501

gl ¥ i '
S _,.,,_,’_.__,_,,..,,...__,,M.._”.

T g » Texaco inc.
£ _ughbsa, New Mexico 88240

. Gentlemen:

your letter of February 17, 1978, to Mr. Jerry Sexton has
been forwarded to‘this office. for reply. _

S Aftgttféviewing the situation, this‘bffice'would.havefno
objection to your anreasing,ipjection‘to the volume that

would egual withdrawals from the Vacuum Graybiirg San Andres
Unit .area.

bR N A

should youvdesize further increases in injection rages ot
pressures, it will be necessary that you submit step rate

‘Eéit%‘éﬁ*ail~i§jgctiqn?yglt§_in the unit.

Yours very truly.

JOE D. RAMEY .
pirector

JOR/£d

sctention; Mr. J. V. Gamnon e L T
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:Jpressure on the subject project. Meanwhile, other secondary récovery projects

PETROLEUM PRODUCTS

TEXACO INC.
DRAWEP, 728

February 17, l97§ HOBBS, NEW MEXICO 88240

VACUUM GRAYBURG SAN ANDRES' UNIT

PN

Mr. Jerry Sexton

. District Supervisor

New Mexico Oil Conservation Commission

P. 0. Box 1980

Hobbs, New Mexico 882L0

 Dear Sir:

Teyaco requests the Commlss1on s permlss1on to raise the surface injec-
tion pressure on the subject project from the current maximum of 1100 psia to a
maximum of 1500 psia.

e
Texaco has coopecated with the ‘Commi ssion tnroughout the, lengthy water-
fiow 1nvest1gat10n in Lea r‘oun’c.y, including the voluntary cutback in injection

© pressure on the subJect proaect in early 1977. Texdaco has spent approximately.

$h00 000 on every conceivable procedure to locate the source of the salt zone

pregsure and no cause has béen found. The "Show Cause" Hearing of June 13, 1977

resulted in no State Order restrlctlng 1n3ect10n nressure. On Auguet 2& 1977
the State ‘isstied Meimo No. ;377 which established 0.2 psi per foot. of depth as

the hlghest allowable 1ngect10n pressure for new projects and expansions to

existing progects, ‘but which did not apply to ex ex1st1ng injectors. Thére have
been no orders or memos- restrlctlng pressures on existing injection wells,
either on a permanent or temporary ‘basis. In fact, Order R-5636 postponed any
new rules imposing pressire rcstrletlons on ex1st1ng injection wells. :

__Texaco was cattioned by- the Comm1331on last July agalnst rais ‘g!tbe

in the same field or area continue to inject at ligh pressures. Following is a

Armn vmrratamoade e men D A o . én
table Cfvtvhcoc PLHGETESs anih vnelr  pressures.:

MAXIMUM
: SURFACE APPROX.  APPROX.

OPERATOR and UNIT PRESSURE - PST DEPTH PSI/FOOT
Mobil's Bridges State - 240 L7o0" 0.52
Mobil's Vacuum, North Abo 4180 8700" 0.48
Texaco's West Vacuum 2150 4600" 0.h7
Tovaco's Veouum ¢,S.A, ) 1100 4500!* 0.2h4

. Working fo keep
a@ your trust for

L . 7 years

R S LS VN




MR, JERRY SEXTON - NMOCC PAGE 2 FEBRUARY 17, 4978

Texaco considers it unfair to’ continue to impose a pressure restriction
_against the Vacuum GSA Unit while allowing all other secondary recovery projects

SRS

in the area’ “to operate unrestricieds The-subject. project. cannot replace with-

drawals at an 1100 psi pressure limit. .This restriction is costing: Texaco 1100

£0 1200 barrels of oil per month with the loss anticipated to reach 1h,38L
barrels of oil in December of this year. The 1nJect10n~to—w1thdrawal ratlo has
exceeded 1:1 in only two months since 1n3ect10n was voluntarlly restricted in
Aprll of 1977, and the ratio has averaged 0.90.ginee last Ap¥il. A

We cannot effectlvely flood all potentlal secondary reserves at the
current low pressure, At 1100 psi,: 1ngeutlon volume is less “than 13,000 BED,
At the requested.1500 psi a volume of 23,000 BPD could be injected. This would

e a pressure’ gradient of 0:33 PsL,Lvuv;—theh ig-sbild 1ess than-that-allowed .

for the other projects in the area. If injection is not permltted to replace’
mthdrawals. the reservoir can méver-be pressured to yield a higher fracture
gradient, which means the progect w1ll be pe¥manently penalized w1th respect to
its nearby competitors.

It has been our experlenoe in San Andres reserv01re throughout the
Permian Basin that low injection pressures (y1eld1ng an 1ngect10n to-w1thdrawal
ratio_less than unlty) will. cause injection water to preferenblally sweep out”

the high permeablllty zones and not effectlvely ‘sweep medium®to low permeability

zones.- A large- proporu;on of San Andres secondary reserves are contained in low
permeability portions of the reservoir.

in addition, at the current low pressure restrlctlon theé" proaect will
never show the normal productlon increase associated with successful waterflood
esponse.’ This lack of productior response adversely affects the economic
benefits which were the bases for investing almost 3 million dollars to water-
flood this project. At low injection rates, project life wil 1 be extended:to

" the point where 1nflated operating costs and reduced nresent value 1nnome w1ll

‘gauge premature abandoniient and 1los3 6f reserves.

Very trdly yours,

j/é

. 5F+ Gannon .
ictrict Sdperintendent

SES:las

ey
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Mr. Booker Kelly

White, Xoch, Kelly & McCarthy
Attorneys at Law

Post Office Box 787

""_'.'oaucu Fe, New Mexico

————-— - STATE OF NEW MEXICO . t:gmuxl::m;n
P. 0. BOX 2088 - SANTA FE e
82501 :
STATE GEOLOGIST
AZL. PORTER, JR.

P RN SRS

GOVERNOR

~ BRUCEKING

OIL CONSERVATION COMMISSION CHAIRMAN

November 28, 1972

Reé:t Case No. 4852
- Order No, R-4442
Applicant:

Texaco Inc.

Dear Sir: "' = (
Enclosed herewith are two copies of the aboveQreférenced ;
Commission order~recent1y entered in the subject case., ;

-Aﬁp/ir

Aztec OCC - \
Other State Engineer Office
(c.

‘Copy of order also sent to.

Hobbs 0OCC x
Artesia occ

Very txuly youra,

%//(I*f{—

A. L. PORTER, Jr.
Secretary-nlrector =3

SECRETARY - DIRECTOR |
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SUMMARY OF WELLS TO BE DRYLLED ////

: Producing
leasc ‘Well No. = Section Township Pange -
‘New Mexico 'M' State - .~ 10 - 1320' FNL & 1320' FuL (330 N 1330w 1 18-S 3u-g v, -
, New Mexico 'AC' (NCT-1) St. 12 2630!' FSL-§ 2640 FLL 26305 26304 2 18-S au-g v
{ : T 15 . 1400% FSL & 1300' FEL &K : 2 13-S 3u-g v
.~ New Mexico 'R' (NCT-3) St. 17 2630' FSL § 2640' TLL 26305 26305 1 18-S . 34=E v,
‘ 18 10" FWL-§ 2630' FSL 1 18-S 3y ¢
18 1320' FYL & 1320' FSL I3%0¢< fasaw‘ 1 18-S B-E Y
22 100! FSL € 100' FWL 1 18-S 3y-g 7

Injectlon

New Mexico 'M' State 11 2630' FNL € 1320' WL 2¢30 N {310 W

1 18-S 34-E v
K e . L ~12 . 1320' FNL & 2639' L 1230 N 26300 1 18-S - 3u-g ¥
i<~ - New Mexico 'AU' (NCT-1) St. 11 . = 2630% FSL & 1320' FEL 26305 1330F 2 18-S 34~F v .
- : 14 1400' FSL & 2550' FEL 2 18-85 3%4-E
L P 16 1400' FSL & 10! FEL oL 2 18-S 34-E v
Mew Vexico 'R' (NCT-3) St, 20 1320' FSL & 2640' FEL 12105 2630€ 1 18-S . 34-E v ‘ E
e S 23 + 100! FSL & 1420! WL - 1 18-S~ 3u-g v
New Mexico”'Z' (NCT-1) St. 8 .2630' FNL & 1320' WL 2¢20N 1310 1 2 18-S “ 34-p 7

2w

 BEFORE EXAM|N"R UIZ
OIL CON‘SFRVAT!ON COMMISSION

EXHIBIT NO.___
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“ e v g w - RSt e e [a— e arem——
e S  CURRENT %omcszo RATES AND >_.S§wrmm |
\ ! .- : | hmmnamzwm 1972) B B
| \ 2 o :
B LEASE | WELL NO. >rrozpwrm o ohr VATER GOR | .
o - , . o e . A . . B
. _ New Mexico 'Z' (NCT-1) State 1 /.80 /, : mo 0 2182 ,
e - 2- % /80 87 ™ 0 2082
V 3 ©80. ] 86 0 2281 \
A 80- 87 0 1990
. I |
New Mexico 'R (NCT-2) State 4 720 70 0 642 ,
- | _ P _
) New: zmx._w; X Azo_..mv State ! 3 80 | 85" 0 . 2160 L ‘, \L _f
! . . m . i ,ra_
| New medno W' state 1 80 100 0 | 1890 | RS
2 80 | 100 0 | O N A R T
_ . . ; = ! Lo
i ; =} R | ! 1
| yew Mexico 'M' State . m 1 80! 82 - 2 2380 D8~
) 2 80 100 3 2234 Lz Z v M
3 80 83 1 2201 - :
_ _ 4 - 80; 81 ] 2140 -SRI
: o - , New Mexico 'L' State . . ! _ 80\ , 82 2 2338 “oo r“ w#_,
] .»mw i | , 2 80 100 1 2315 -
! — O 3 wow . 100 - 2 . 2250 £ ,.,.V B e
: 74 C b 4 80 81 5 2400 m% - M
—Cf | ) 1843 GRS

80 =
R 16 .30 1938 T
I T T

: 4 100 | 0 |

’ - R < 8 . 194 b
u 3z n 94 51310

[
8 ,

-0 © | ew exico 'AC (NCT-1) State

!

['\

s

™~

~ A

)
SN B W R

on)
~_9_‘

\

sl - 86 o 2209

5
6
7
0
vo , | : N _
T New Mexico ‘R’ (NCT-3) State w - 8 N % . 2209
" | W 80 : 1 |
\\uonNu 8 f 80| 100 Aau 640
. CoAn 9 \ s | 100 L 1046
B 10 Vo 80 : 100 ,aom | 953
1 \ 80, 80 0 2282
12 W m Y 0 2270
\ ~13 |\ 8 ) 0 - 1288 _
 rralles | -
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" CURRENT PRODUCING RAES AND ALLOWABLES

_,Awmvﬁmzmmwuﬂdmuwv4:ae : o \

m MELL NO.  ALLOWABLE 0IL © waTER SR | “

LEASE

Va

vew Mexico 'AE' (NCT-4) State . 2 2 10 0 | | .;
, m 22 B I T L - o

23 -
| J“\\\\Ammﬂw _ Mwwmmwkw




‘ SUMMARY OF WELLS TO BE DRILLED :
.
- | |
| . " Producing L . : R
 lease ) Hell Yo. ‘ ' Section Towmship Range i
: New lexico "M State. - 0. 13200 PiL & 13207 7L 18-S H-E
o - New Mexico YAC! (NCI=1) St. 12 2630 5L & 26L0Y/TIL ~ 18-S ., 34-E
] co 15 100" FSL § 1300Y FEL Y/ ¢ [ 18-S 34-E
FSI & 2640 FLCL i/ > & 18-S 3USE

b New Mexico 'R' (HCT-3)'st. 17 fT 2630

i8 10% TVL & 2632' FSL ;
19 1320¢ FiL & 1320' FSL '
22 100%° FSI, & 100' THL ‘

-]

! ;
18-S  34.F
.18-8 345
18-S L2

O N N

e e e o0 om WS e g B e s a8 A7

e "-_\ !
: . j
J 4 |
Hew Mexico 'I' State )7 11 2630' FilL, & 1320 FiL N g an o 2
2 1326 THI 6426390 ML ( 7 Wl 18-S Sh-E s
K - . gt g ~ N -8 o - .
Hew Vexico 'AC' (MUT-1) St. 11 di 2630 ¥SL & 1320' TELL \'\"" 2 18-5 o Ak
: 1 Y5 oak0wt rsy & 20590' UL e 2 18-S Jh-L ‘ :
| 1 K007 £SL € 100 FEL D 2 e St | B
Mew Mewico TRY (HCT-3) St. 20 1320% INL 572840 TTL . 0/ 1 188 3k o
- 23 S 108' PS5 1u20° WL ' : i ig-5 SO ) T
| Hew Mexico fa' (HCT-1)'St.. 8 26300 TIL £ 1320 TUL 2 18-5 Bh-F
! e , L e e e e
¢ BEFORE EXAMINER UTZ
4 CIL CONSERVATION COMMISSION
| Teawc  EXHIBIT NO.___ 6
5 - [
; IENO._YB91 4 Y52
;o mited by ,
i )
o E Hearng Date.




i
] A
| Y
| : : w PO
3 ‘: ' g
B !L : RS _' i‘ o ( N QQ

sk 4

EK:

—

e -

T
390439

L

siith 210 sackse Cemant;’:éirc\.ﬂ/a%ecﬁ

!
1

v durrre

i '2‘“—‘37‘8ﬁ~tubi'j‘|g’lé§ 240,

PLASTIC COATED |

)10

Ei._
g
g
|

Coging — Tubing anmuiis 100ded
with snhibited watere

-

|

AMASMO

Pg:ckar at 11360%
W “

L hpeor

<
i

5. NOLLYA
ININYXT

'ON LigiHX3
Zin ¥
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NEW MEXICO wRr STATE (NGT-3) NO, 20 -
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IEA COUNTY, NEW VEY.ICO
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© Gentlemani

' Pagowber 15,1872

HNew hexigo 011 Conservation Commission
~FaOs Do 2088

P

Yanta Feo, Hevw Moxlc& 87501

Atcentiont My A. L.«I’dﬂer. Jrve

Ret Ppopodeil Well Locatious
Texaso Vacuus Craybuwg~5an indres
Preasure saintenance Prolect
Lag County, Now Hexico ‘

T amin‘iatrative spproval to relocate

Texaco Inc. rospectfully raeques _
Conmisslion Ordor Ho. ReB1142 ,

aix unorthodox wvell locations previously approved by
dated Noveuber 27, 1972, for the reoforancad project. Piftesn unorthodox well
locations WS approvad in the oitaed crder but aix of thom cannot be drilled on
the approved locations without Texaco m\devgoing'an’eﬁa‘xiiifan‘-:‘ amcunt of expense
and time to remove and rolocate existing man-nads structures.

S e attsched tnbulatloﬁﬁof ¢alls contains both the pgmr!-.busly spproved

locatious and the proposed locations requestod by TaRaSS. A nlat is alse .. -

attached with the vanunasted jocations for the subjeat wells. : S —
1t is requeated that the Hew Hexico ‘it State Wall No. 12 be relocated

G0 fest south and 50 feat woat of the approved location due to an existing road

and satellite station. Humerous flow iines and geparator vessels would have to

be moved and in turn would ourtail production fop nany days. The How Hexico
1At State Wall Moo 14 lodation is also obstyuataed by & satellits station and
would be wore adventageously jocated 40 fset north and 100 fest east of the
approved locat{on. The Hew flexlco 'Rt (HCT-3) State Well No. 22 and ¥eil Hoe -

23 locations are both within a hazardous diatmnce to wajor elsctrical power 1ines.
It is requested that Well Ho. 22 be relooated 120 feet sorth of its approved loce~
tion and that Well No. 93 be relocated 110 feat north of its pproved location to
elisinate the slactrical hazard., The approved jocation for the How Hexico 'R?
(ucr=-3) Wall Noo 18 will cover a U.b. Government Bench Hark, therefore, it ls

roquasted that the location be movad 20 feet east of the approved location. The
Hew Hexiao tellite station

1Rt (NCT-$) Well No. 20 1ocation is obstructed by a 93
gnd Texaco requests that the location bs relocated 110 faet west of the approvod
location., This proposed relocation will change the wnit designation from 0 to
'1' and ls the only relooaticn that will change & un

S tt designation. To relocate
Hell No. 20 in ety direation other than the west would requira a distvanca greator
than 110 feat. -

-




Huoce -2~ Decambor 15, 1972
_Ail”6?“1".'&676256?&%3.@?;;u-.fk.l.*;-fswin‘.g,hi,g!l _the proposed ekl locations are
proration units, thersfope;=no alvers will

located are offset by oaly Texaco -
he administiativo approval'qf this gpplioatlon_._
the other nine

pe raquired in ®
'rexsco has init %3
horiﬁad An e Givel Uasw
4 application.

7 ‘walls in the project =8 aut
T _;u‘emaui}l‘b«o ‘dpilisd wpon approval of the pequeste

quested- that
e ameunt Of oXpeU

s on two of

proval be gi'am:ed

&d_minig'criativé ©
ige and time tO

__te 1a therefore re

=

for tha aix wells to prevent an exorbitant &=
~ pemove osiatiuglpbotwotim. to prevant a loss {n production, and & diavup
e - L ‘¢he drilling ﬁnehodule. of these wells. :

' vRilY “&9?;_-£éted.mme__wr

Your oarly acoperation in his matter will be
‘ tours. very tyaly

(Sgad.). J. V. GANINON

g, ¥, Gmanon B
platrict Superintendent

KLP~dh

fi .
Hp. Webe Vally

_Blind liote! Mr. Kelly:  Please review this recommeindation with Mr.-A. L.
’Pgrtefbﬁ*iééémber-leg:lQ??jandiimpress upon him the urgency of this ‘
application. pPlease call this office upon 1+c approval, o

iated deilling opevat Lion
g P arder and_the subject siX .
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joe
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"= Ra nsate_ atich
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i,m mm " gtate e 1330° PHL & 2630¢ FL 1390* FHL & 2580' ma

i

Haw Ha:ico "AO" State (sc'r-l) 1hb 15%00' ¥3L & 2550' FEL 1hko' PSL & ewso' m

""*“nw Msxico e Qier=3) btate 20 20 1310' PSL &2630" PEL 1320 FBL & 250" FHL

._.3“ Hasteo aRa (gcﬂ..g) State . 23 100° ¥8L & 1420¢3WL 220" FEL & Wh207 FWL

/ﬁ

WO

lev nnxiea "n“ -(xcsus) Statg' 18 2630* FSL &  10° PWL 2630' P8L & __30" m :

b

e oEF

s damieh W (s0Ta3) Btite 22 - 1000 PEL & 2600 FWL . 220" FSL & 100° FWL
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S i . GOVERNOR
¥ é-w:,\ : _ BRUCE KING
o IR Q1L CONSERVATION COMMISSION CHAIRMAN
, '*qmwr:ﬁsixg STATE OF NEW MEXICO LAND COMMISSIONSR
EERTITE — R ~ ALEX ). ARMIO
v - p. 0. BOX 2088 SANTA FE ) MEMBER
87501
- . e , , STATE GEOLOGIST
- T ey — A.L.PORTER IR, ,
December 19, 1972. ““““sscaamm.g?lqug_NW:;
' _Texaco InC. - T
.~ .. .Drawer 728 <~ T T e e o
. Hobbs, New Mexico 88240 - o T e :
Attention: Mz. J . V. Gannon |
Re: Well Loc‘atiém's - Texas Vacuum Grayburg-
San Andres Pressure Maintenance Project
Centlemen:
"By application dated December 15, 1972, Texaco Inc. has requested approval M
to relocate 8ix vells in the Texas-Vacuum Grayburg-San Andres Uait because : :
of the ‘presence of man-made structure. Due to the expense that would be .
incurred to remove the .structuresz, approval of the application is advise~ 4

able; therefore in accordance with the provisions of Commission Order
R-4442 said application is approved. ' "

The requested new lo\c_;tidns' are listed below:

e

Leaéé Name : . Well No. Sec. No Requested .Lbi:‘at,ig_:ﬂ.r»A» v

1390" FNL & 2580" FWL

New Mexico "M!' State . 12 - 1 F

New Mexico "AC" State (eT-1) 14 2 11400' FSL & 2450' FEL

New Mexico “R" {(§CT-3) State : 1 1310' FSL & 2540' FWL
Now Mexico "R (NCT-3) State 23 i 210" FSL & 1420' FWL

. New Mexico ng" (NCT-3) State 18 1 2630' PSL & 30 FwL
New Mexico "R" (NCT-3) State 22 1 290! PSL & 100' FWL .

All in Township 18 South, Ronge 34 East, NMPM, Lea County, New Mexico.

A. L. PORTER,
Secretary-Director

ALP/JEK/og
/ ce: 01l Qonservation Commigsion - Hobbs
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S PR A _ Decswber 15, 1972 52 ¥rise, NEW MBXICO 86340

n LV )
Santa Fe, New Mexico 97501 ﬁﬁ | e s ﬂ}ﬁ

'Attentioh: Mr. A, L.rPorter, Jr. e T

Re: Proposed Well Locations

77 Texano Vacuum Grayburg-San Andres
Pressure Halntenance Project
lea County, ‘New Mexico

Oy

Gentlemen.

. < Texaco Inc,’ respectfully requests administrative approval to relocate
T osix uncrthodox well locations previously approved by Commission Order No. R-tljy2,
dated November .27, 1872, for; .ths referenced pro3ect. Fifteen unorthodox well
»vlocations ‘were approved in the 11ted order but six of thém .cannot be drilled én
the approved locations without Texaco uwndergoing an exorbitant amount of expense :
and time to 1emove and relocate exxstlng man-made structures, f

The attached tabulation of wells contains both the prgvxously approved
locations and the proposed locatlons\requested by Texaco, A’ plat is also :
attaﬂhed with the requested locations for the subject wells, !

It is requested that the New Mexlco 'M' State Well No. 12 be relocated
60 feet south and 5Q feet wast of tha approved location due to an existing road
‘and satellite station. Numercus flow lines and separator vessels would have to
be moved and in ‘turn would curtail production for many days. The New Mexico
LAC* State Well No. 14 location is also obstructed by a satellite station and
would be more adyantageously located #9-¥eed—morth=and 100 feet east of the’
approved location. The New Mexico 'R' (NCT-3) State Well No. 22 and Well No.
23 locations are both within a hazardous- distance to major electrical power lines.
It is requested that Well No. 22 ha, relocated 120 feet north-of its approved loca-
tion and that Well No., 23 be relocated 110 feet north of its approved location to 1
X - eliminate the electrical hazard. The approved location for the New Mexico 'R'
A (NCT-3) Well No. 18 will cover a U.S. Government Bench Mark, therefore, it is ) ; e
o requested that the location be moved 20 feet east of the approved location, - Thé p v
New Mexico 'R' (NCT-3) Well No. 20 location is obstructed by a satellite station o
! and Texaco requests that the location be relocated ‘110 feet west of the approved !
5 i . location. This proposed relocation will change the wnit designation from '0' to i
i v "I' and is the only-relocation that will change a unit des;gnatlon. To relocate 5 N
Hell No., 20Q in ‘any:direction other than the west would require a distance greater : |
than’ 110 feet. R
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. All of the Proration wmits in which the Proposed’well locations are
'_Rlocate.drars--‘offget by only Texaco Proration wits, the'z'efqrg,,,,no Waivers wili : :
be requireq in the administz}ative approval of this application, !
» . » - 3 o . . s .y ~v:‘j‘i . "’o - i
, . Texaco has J’.nitiated drilling Operations on tyqor of the othep nine ! ‘.
Wells in the Project as authorized in the citeq order and the subject six . .
wells will pe drilieq Upon approval of the requesteqd application. : N
e Tt ‘fi§$75&hé_feﬁféi‘e, requestaq that administrative approval be’ grg_nted B f
for the six wells to: brevent. an exorbitant amount of expense and time to ;
mmove.éxisting obs'.tructiop's‘, to prevent 5 loss in Production, ang 5 disrup- :
tion in the,drillin"g schedule of these wells, IR {
Your early Cooperation in this mai_:téb“will be apbreciaté’d.'- f
Yours veps truly, L ;
' . ;{:
+ Y. Gannon . B '
- . District Superinteﬁdent
KLP_a,
MASTp,
Mr. W.B. Kelly
I :
1 i
i {
i i
. {
oy }
|
q
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* I New Mexico "AC" State (NCT-1) 1

\\ RN 7 ] s -: I

; N
1330' FNL & 2630 FHL 1390¢ FNL & 2580! “FWL - - - .
\ : R : - I

210" FSL & 1k20%

P New Mexico

"R (NCT-3) State

nopit (NCT-3) State

WRY (NCT-3) State

 100* FSL/& 1420 FWL
,. Y

o S . \ -
[] Sy LIRS
2630 }‘:Su & -10 {'WL

.\-

~100Y FSL & 100

.5630* FSL & 30"

| 220" FSL & 100"
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necamber 15, 1972

AN

Hew Mexico 0Ll Congervation Cormiasion

-

5.

: Proposed Hell hocations
Taxaco.Vacuun,Grayburg-San Andres
Pregsure Maintenanco Project

lea County, New Hexico

Gentlement

. Texaco Inc. respoctfully requests administrative approval to roelocate
six uhorthodox wall locations previously approved by Comaiasion Opder No, R-u42,
dated November 27, 1972, for the referencad projents Fiftaan unorthodox well.
Mssasione wara approvod in the clted order but six of them cammot be drilled on
the approved loeaticns without Texaco wdsrgeline an exorbitant amount of expense

and tiwe to vemove and relocato existing man-made structuves.

, Thqugggghgg‘tab lation of wells contains b&%h the proviousky approved

ldéétibns'and the proposed'locatians requasted by -Texanc. A plat is also
attachad with the vaquested locations for the subject wells. ST

1t is requested that the Hev uanioo 'H' State Hell No. 12 be relocated
60 feet south and 50 feat wast of the appzzved locatlion due to
‘and saelllite gtation., Numerous flow lines and geparator vessels would have to
be moved and in turn would curtail production for many .days. The New Hexico
1A' State Well Mo. 14 1ocation is also obutructed by a satellite station and
would be more advantageously locatad W0 feut north and 100 fest east of the
approvad looation. The New Hexico 'R! (HCT-3) State Well lio. 22 and ¥Yell Ho.
23 locations are both within a hazsrdous distancs to pajor electrical paver lines.
It ia ruquested that Hell Ho. 22 be relocated 120 feet north of its approvad loca~
tion and that Well No. 23 be relocated 110 feet north of its approved location to
eliminate the eloctrical hazard. The approved jocation for the New Mexico 'R!
Qicr=3) Hell Ho. 18 will cover a U,S. Government Bench Mark, therefore, it is
roquasted that the locatlon bs move 20 feot east of the approved location. The
Hew Mexico 'R' (HCT~3) Well No. 20 location is obatyucted by & aatellite station
~snd Texaco requests that the Jocation be ralocated 110 feet west of the approved
“ 1ocation. This proposed relocation will change the wmit designation fron 10! to
1Y and -is the only relocation that will changa a unit designation, To yelocate
Well Ho. 20 ln any divection other than the west would require a distanca greater
than 110 feat. )

an existing road

P.0. Box 2088 o ﬂ
ganta Fe, Hew Mexil3 87501 ‘ . : ‘ s
Attention: Hrs A. L. Porter, Jrs » T e -




S . . ——
- -
: HHOCC 2 Decembor 15, 1972 i
R A1l of the pooration wite fn which the proposed woll looations are
RN PR - logated are ‘affeat by octily Texaco proration units, theraforo, No waivers will
' be required iﬁ‘i‘ﬁé“aa.-:in.‘.st'imﬁvu ,apprgihlpﬁ;_tﬁiq application.
on two of the other pine

o e  ‘fexaco hus initiated drilding operations
7 vells fn the project as authorized in the clted order and the subjact six

( wella will be drilled upon spproval of the xfeques”ted application, -
ministrative a‘pwoiml be granted

R AT 1t is therefore ,nqmafed“thht ad
for the six wells to prevent an exorbitent amount of expence and time to
_ pemove existing ohatructions, o prevent 1 10s& in production, and a disrup~
- ¥ion in the ‘dplliing schedule of thesa walls. . B

Your early acoperation in this matter will be appz%oiated.
' Yours very f‘tmly‘

%

" (Sga.). 3. V. GANNON

J. Y. Gannon

District gsuperintenient
| KLP-dh o
uARIn, <
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SUMMARY OF WELL LOCATIONS

1330' FHL & 2630"

|1310° 5L & 2630"
100! FSL & 1k20"

2630' ¥SL & '10’

100' PHEL & 100°

?VL
" 1k00' FBL & 2550' FEL

FEL

F¥L
FWL

F¥lL

1390"
1h4k0*

1410

H"‘elq'

'26305

nnnt

[~ o

o

LTt

Requested Location

FiL & 2580?’?Q$..»
FSL & 2h50' FRL
FSL o 250" FWL

¥5L & 1420' WWL

TSL & 30' PWL

voL b 100% PWL.
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QNIT‘KGREEMBNT
FOR THE DEVELOPMENT. AND OPERATION
o . OF THE . :
VACUUM GRAYBURG SAN ANDRES UNIT ARZA .
LEA COUNTY, NEW MEXICO

TABLE OF CONTENTS
INDEX
AGRERMENT PROPER

~ MAP OF UNIT AREA - - ~ - = - EXHIBIT "A" =
SCHEDULE OF OWNERSHIP- - - - EXHIBIT "B" .
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) UNLT AGREEMENT _
- ;__ e VACUUM GRAYBURG SAN ANDRES UNIT
e ypA COUNTY. NEW_MEXICO
| & SECTION INDEX
{ Enabling Act and Regulations. . . « « « » ¢ = » * *
- ARTICLE 1
DEFINITIONS
i i 1.1 ComMESSLONEX. . « + « o o o ¢ s o o 0 st Tt
o 1.2 Commission. . . « ¢ o o e 0ett 0t e
1.3 Unit AXea . « « o o o o 0 o o e re 0t 0T .
1.4 Unitized Formation. . . « « « =« « = @0
1.5 Unitized Substances i . . . .« o« o e e .
1.6 Working Interest. . . o o « Toooees0 Tt e e
1.7 Working Interest Owner. . . . « « « « « * * ° e i
1.8 . Royalty Interest. . . . - « - - ° W e e e e e
Lagns Royalty OWREr . . « « « = ¢« =t o @ 2t A
1.10 TLACE o & o o o+ o e woe o oe e e e e e e
1.11 Unit Operating Agreement. . . « « eoc e sttt
;12 Unit Operator . . » « » « « ¢ < « * * e e e e
1.13 Tract:Participation . . . e R
‘1.14 Unit Participation. . . « « ¢ « ¢ ¢ ¢ © ¢ Lo S e
1.15 Outside Substances. . «o. o« o s c 0t T e e e .
1.16 0f1 and Gas Rights. . . - e e e e e e e e e e
1.17 Unit Operations . « « « « ¢ ¢ ¢ < ° °° e e e e
1.18 Unit Equipmént. . . « - « « ¢ © ¢ A
> 1.19 Unit Expense. . « o+ « = = ¢ < ¢ ¢ ¢ L e e e e e
1.20 Singular and Plural - Gender. . - . « « « < ¢ © °°
ARTICLE 2
EXHIBITS
2.1 - Exhibits. . . S e e e e e e om0 ..
9.1.1 Exhibit Ar Map . . - o o » e oot n e n o
: 9 1.2 Exhibit B: Schedule. . . . . - « - = < T e
2.2 ‘ Reférenggﬂpd Egbibits e R
2.3 Exhibits’ Considerzd Correct o « » « o o o 0 soe 0
2.4 Correcting BXrors . . « « « o « « « = < @ ° 0"
2.5 Filing Revised Exhibits . . 7w « o« « o o v 0 0 0t
 ARTICLE 3
CREATION AND DBFFECT OF UNLIT
3.1 0il and Gas Rights Unitized . . . . .« o « ¢ © =~
3.2 Personal Property Excepted: . . « o ¢ ¢ ¢ = ¢ 0
3.3 Amendment of Leases and Other Agreements. . . . « -
3.4 Continuation of Leases and Term Royalties . . . . -
v 3.4.1 Operations. . - T R
; 3 4.2 Continuation of State Leases. . . . . » = = °* ..
. 3.4.3 Segregation of State Leases . « « ¢ ¢ o 0 ot
3.5 ' Titles Unaffected by Unitization. . . + « « « ¢ ¢ ¢
3.6 Injection Rights. . . « « o« ¢ o o0 o C e e e e e
‘ 3.7 Development Obligations . . . « - « « ¢ = ¢ ° ° o
: 3.8 Drainage. « o « o & e e voe oot e s e e e
i | © ARTICLE 4§x
. i PLAN OF OPERATIONS
: i .
] 4.1 Unit Operator . . « - « « = @ ¢ ¢« c * 0 0" .
i : 4.2 Resignation or Removal of Unit Operator . . . . - °
: Ty 3 Successor Unit Operator . . . . « « « ¢ = °* PP
: 4.4 Plan of Operations. . « « = «7v o« @ = o - 0t .
H 4.5 Accountihg‘?rovisions‘and Unit Operating Agreement.
b % 4.6 Rights and Obligations of Unit Operator . .. « » » ¢
: i

u‘»(»lorv:olojor¢rutvtulorolu|v N
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SECTION ) INDEX . ‘ PAGE
. ARTICLE 5
- . CEASEMENTS OR USE OF SURFACE
: 5.1 crant of Easements. . .« « « =« ¢ .“.‘:WZHZNJ—TWT“TWT“:~~w—67 N _
| ; ARTICLE 6
3 TRACT PARTICIPATION
k |
% 6.1 ‘Teact participation . o « o ¢ - o0t e e e e 7
5 6.2 Adjustment for Committed Tracts . « « « ¢ + * R |
o 6.3. : Relative Tract participations . « « « « ¢ ¢ ¢ ¢ "¢ A |
C o ARTICLE 7 o
: ’ ALLOCATION OF UNITIZED SUBSTANCES
7.1 Allocation to Tracts. ..« « ¢« *'° J e e e e e e e 7
7.2 pistribution Within Tracts. . ofe ¢+ 0 0ttt 7
7.3 Taking Unitized Substatices in Kind. + « « + « ¢ .. .. 8
7.4 Failure to Take in Kind . « - o cocon st T .. 8
7.5 Royalty Seﬁtlementu*: R T T 8
7.6 Responsibility for Royalty Sbttlemgnts; s e e e e 9 :
7.7 Koyalty On Outside Substances . « « ¢ ¢ ¢ c ot C 9.
7.8 Rental Settlement . . « « = ¢+ ¢ * .0 F C e e e 9
o ARTICLE &
; PRODUCTION AS OF THE EFFECTIVE DATE
8.1 0il in Lease Tanks. . « - « ¢ ° ¢ O 9
8.2 Overproduction. . . « ¢ - ¢ 7 R A 9
| ARTICLE 9 . . L o
USE. OR LOSS OF UNITIZED SUBSTANCES_ . , ‘
9.1 Use of Unitized SubStances. . . -« * P 9 o %
9.2 Royalty (Payments. . - « - ¢ ¢ * " s e e e e e e 4 ;
o B
W - __ARTICLE 10
Jotoe e : TRACTS TO BE INCLUDED IN UNIT
10.1 Quéiificatioﬁ‘of Tracts . . « « + *+ ° e e e e e e 10
10.2 No Joinder Unless Tract Qualified . . . . « « ¢« *° 10 '
ARTICLE 11 :
TITLES . %
~*ll,1 ’Removal of Tract from Unit Area . « « « « « « « = 1l
11.2  Revision of Exhibits. . . « ¢« « ¢« c ¢ 7 « e o4 s 11,
11.3 Working Interest TLIELES . « o « » o = tmt 0" R 11
11.4 ‘ Royalty Owner Titles. « « o o ¢ o o o o o020 T 11
11.5 o Production Where Title is in Dispute. . . . - - ° 7 1L
11.6 Conflict of Supervision . . . - ¢ ¢ ¢ e e e e e s 11
ARTICLE 12 .
ENLARGEMENTS OF UNIT AREA
12.1 : Enlargements of Unit AT@A o « oo o o o0 =m0 11
ARTICLE 13
CHANGE OF TITLE .
| “13.1 Coveriant Running With the Land. . .o R Y
P 13.2 Notice ofwTrgﬁsfer. R T R A 12
' 13.3 waiver of Rights to partition . . o « ¢ = 12
N
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RELATIONSHI

No partnersiiip. . « « o ¢« ¢ s e e e e e e 12
No Sharing of Market. . .« . o = e e e e e .. 13
. Royalty Ouners Free of Costs. « « « « ¢ ¢ ¢ ' ., . 13
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o ARTICLE 17
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UNIT AGREEMENT : i

FOR THE DEVELOPMENT AND OPERATION
A , OF THE
B e ‘ VACUUM GRAYBURG SAN ANDRES UNIT AREA- -
\ ‘ o “LEA-COUNTY, -NRU. MF‘XI(‘OM,___,‘,,_,,,,, :

NO, . ) T . s T e e
- . : THIS AGREEMENT, entered into as of the lst day of November, 1972, by ;
and between the parties subscribing, ratifying or consenting hereto, and herein
referred to as the '"parties hereto,"

WITNESSETH:

WHEREAS the parties hereto are the ownere of working, royalty or other

WHEREAS, the Commissioner of Pub11c Lands of the State of New Mex1co
is authorized by .an Act-6f the Legislature (Sec. ‘3, Chap. 88, Laws 1943) as
amended by Sec. 1 of Chapter 162, Laws of 1951, (Chap. 7, Art. 11, Sec. 39 N:M,
Statutes 1953 Annot.), to consert ‘to and approve the development of operation
of State Lands under agreecuents made by lessees of State land jointly or severally
. with other lessees where such agreements provide for the unit operation or develop-
ment of part of or all of any oil or gas pool, field, or area; and ] o

ff“fjffff WHEREAS, the CommlSSloner of Public Lands ‘of the State of New Mexice

is authorlzed by an Act of the Legislature (Sgc..l Chap. .162), (Laws of 1951
Chap. 7, Art. 11, Sec. 41 N. M. Statutes 1953 Annotated) to amend with the ap-
proval'of lessee,: ev1denced by the lessee's execution of such agreement or other-.
wise, any oil and gav lease embrdcing State lands so that~ Lhe Length of ‘the term
of said lease may coilicide with the term of such agreements "for. the ‘unit opera-
tlon and development of part or all of any cil:or. gas pool, field or area; and

WHEREA,, \he 011 Conservatlon Commission of'the State of New Mexico
(Hereinafter rﬁferred to as the "Commission") is authorized by an Act of the
Legislature fChap 72, Laws 1935; Chap. 65, Art. 3, Sec. 14 N.M. Statutes 1953
Annotated) fo\approve thls agreement aund the conservation prov151ons hereof; and

WHEREAS, the'parties hereto hold sufficient interests in the Vacuum
Grayburg San Andres Unit Area covering the land hereinafter descrlbed to give
reasonably éffective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste and secure other beneflts obtalnable through develop-
ment and operation of the area subject io this agréement under the terms. condi-
tions and limitations herein set forth; :

NOW, ”HEREFGRE in con31derat10n of the premises and the promlses here- s
in contained, the parties hereto commit to this agreement the!r respective in-
terests in the below defined Unit Area, and agrece severally among themselves as
follows:

ARTICLE 1
DEFINITIONS

As used in this agreement, the terms herein contained shall have the
following meaning:
1.1"Commissioner means the Commissioner of Public Lands of the State
G . - of New Mexico. ’ .
Li. 0 T \\

1.2 Commission means the 0il Conservatlon Commission -of the State of
New Mexico.

4 : 1.3 Unit_Area means the lands described by Tracts in Exhibit B and
a - shown on Exhibif A as to which-this agreelent becomes effective or to which it
" may b2 extended as herein provided. - Co e
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1.4 Unitized Formatien s that zone interval including and cor-
‘ relative to portions of the Grayburg and San Andres Formations found between
' ' the depths of 3,902 feet (pluleS feet sub-sea) and 4,809 feet (Minus 802 feet

“Tsup- sea) on tihe WeieX ACOUSULC Veilovily Log, uddied rebruary 22, 1965, run in i T
Texaco's New Mexico "M" State Well No. 8, located 330 feet from the north line . :
i

and 1,880 feet from the west line of Section 1, T-18-S, R-34~E, Lea County,
New Mexico.

1.5 Unitized Substances means all oil, gas, gaseous substances, sul- y
‘phur contained in gas, condensate, distillate, and all associated and constituent
‘ liquid or liquefiable hydrocarbons within or produced from the Unitized Formation.

1.6 Working Interest means an interest in Unitized Substances by vir-
tue of a lease, operating agreement, fee tltle, or otherw1se, including a carried
interest, whlch interest is chargeable with and obligated to pay or bear, either

e in cash or out of produ€tion or othérwise, all Or a portlon of the cost of drill- ‘
| ing, developlng, producing, and operating the Unitized Formation. Any interest AE
in Unitized Substances which is-a Working Interest as of the date the owner there-
of executes or vatifies this Agreement shall thereafter be treated as a Worklng
Interest for all purposes of this Agreement.

1.7 Working Interest Owner means a party hereto who owns a Working
Interest. The owner of oil and gas rlghts that -are free of leasé or other in-
strument conveylng the Working Interest’ to‘another shall be regarded as a Work- n
ing Interest Owner to the extent of seven- elghths (778) of his interest in Uni- i
tized Substances, and as a Royalty Owner with tespect to his- remalnlng “one- eignLu : '
(1/8) interest therein.

1.8 Royalty EIanterest means a rwight to or interest in any portion ‘of
the Unitized Substances or proceeds thereof other than a Working Interest.

o <o — .- ol - "
1.9 ‘Royalty Owner means a party hereto who owns a Royalty Interest.

UIILO Tract means each parcel of land described as such and glven a . :
Tract number in Exhibit B. ‘ :

1.11 Unit Operating Agreement meaiis the agreement entitled "Unit Opera-
ting Agreement; Vacuum Grayburg San Andres Unit, Lea County, Naw Mexico," that
will be entered into between Workiing Interest Ownéers to be effective at the time
and date that it is determlned that the Working Interest is ownéd by more than one
WOrk1ng Interest Ouner. B

DI i o
1.12 Uit Operator ‘means the Worklng Interest Owner designated to
develop and operate the Unitized Formation, acting as operator and not as a Work-
ing Interest Ownei.’

Al

1.13 Tract Farticipation means the percentage shown on Exhibit B for,
allocating Unitized Substances to a Tract nnder this agreement.

1.14 Unit Participation of each Working Interest Owner means the sum
of the percentages obtained by multiplying the Working Interest of such Working
"Interest Owner in each Tract by the Tract Participation of such Tract.

1.15 Outside Substances means ‘all substances obtained from any source
other than the Unitized Formatlon and which are 1nJected into the Un1tlzed Forma-
tion,

1.16 Oil and Gas Rights means:the right to explore, develop, and oper-
ate lands within the Unit Area for the production of Unitized Substances, or to
share in the productlon s0 obtalned or the proceeds thereof,

! 1.17 Unlt Operatlons means all operatlons conducted by Working Interest
%‘"' T T e S e e e t'UWﬂdl'S oxr - Un].l: Uperdun pULbUdllL to- LllLb dg[tﬂtﬂllelll— dllu, L.L EIILEI‘CU LIICO, cne UI'].].C
D Operating Agreement, for or on account of the development and operation of the
Unitized Formation for the production of Unitized Substances.

-2-
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1.18 Unit Equipmént means all personal propertj, lease and well equip-

..ment, plants, and other facilities and equipment taken over or r“herwise acquired

for the joint account for use in Unit Operations, = -

1.19 Unit Expense means all cost, expense, oi'indebtedness incurred by
Working Interest Owners or Unit Operator pursuant to this agreement and the Unit

..Operating Agreement for or on acccu :nt of Unit Operations.

1.20 Unless the context otherwise clearly indicates, words used in
the zingular include thé plural, the plural include the singular, and the neuter
gender include the mascul-"ne and the feminine.

ARTICLE 2
EXHIBITS

2.1 Exhibits Attached hereto are the following exhibits which are
incorporated hereln by reference:

2.1.1 Exhibit A, which is a map that shows the boundary lines of
the Unit Area and the Tracts therein.
2.1.2 Exhibit B,:whicn is' a schedule that describes each Tract
in the Unit Area and shows its Tract Participation.
2.2 Reference to Exhibits. ‘When‘reference'hErein is made to an ex-
hibit, the-réference is to the Exhibit as originally attached or, if revised,
to the latest revision. '

‘ 2.3 Exhibits Considefed Correct} An exhibit shall be considered to
be correct until revised as herein provided.

. 2.4 Correctlng Brrors. The shapes and descriptlons of the respective
Tracts have been’ established by u31ng the best 1nformation available If it
subsequently appears that any Tract, because of diverse royalty or “working in-
terest ownership on the effective date hereof, should be divided into more than
one Tract, or that any mechanical miscalculation has been made, Unit Operator,
with the approval of Working Interest Owners, may correct the mistake by revis-
ing the exhibits to conform to the facts, The revision shall not include any
re-evaluation of engineering or geological interpretations used in determlning
Tract Partitipation. Each such revision of an exhibit shall be effective at
7:00 a.m. on the first day of the calendar month next following the filing for
record of the revised exhibit or on such othéxr date as may be determined by Work-
ing Interest Owners and set forth in the reviscd exhibit,

2.5 Filing Revised Exhiblts. If an exhiblt is rev1sed pursuant to
this agreement, Unit Operator shall certify and file the revised exhibit with the

Commissioner of Public Lands of the State of New Mexico for approval and for re-

cord in the County or Counties in which this agreement is. fiied.

’ ARTICLE 3
CREATION AND EFFECT OF UNIT

3. l Oll and Gas Rights Unitized. Subject tc the provisions of this
agreement, all 0il and Gas Rights of ‘Royalty Owners in and to the lands des-
cribed in Exhibit B, and all Oil and Gas Rights of Working Interest Owners in
and to said lands, areé hereby unitized insofar as the respéctive O0il and Gas
Rights pertain to the Unitized Formation, so that operations may be conducted .
as if the Unitized Formation had been fncluded in a single. lease executed by ya
all Royalty Owners, as lessors, in favor of all WOrking Interest Ouwners, as ,/f”
lessees, and as if the lease had been subject to all of the provisions of this
agreement.

3.2 Personal Property Excepted. All lease and well equlpment,
materials and other facilities heretofore or hereafter placed by any of the
Working Interest Owners on the lands covered hereby shall be déemed to be and
shall remain personal property belonging to and may be removed by the Working

. Interest Cwners. The rights and interests therein as among Working Interest

Owners are covered by the Unit Operating Agreement.

-3-
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various leases, agreements, division and transfer orders, or other instruments ~
covering the respective Tracts or the production therefrom are amended to the
extent necessary to make them conform to the provisions of this agreement, but
otherwise shall remain ir effect. 2 :

{
i
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3.4 Continuation of Leasés”and Term Royalties, Unit Operations con-
ducted on any part of the Unit Area shall be considered with respect to leases
and term royalties as follows: -

3.4.1 Operations, including drilling operations, conducted with
respect to the Unitized Formation on any part of the Unit Area, or
production from any part of the Unitized Formation, except for the
purpose of determining payments to Royalty Owners, shall be cénsidered
.as operations upon or productlon from cach Tract, and such operations
or production shall continue in effect each lease or term royalty in-~
terest as to all lands covered thereby just as if such operatxons had -
been conducted and a well had been drllled on and was producing from
each Tract:

3.4,2 Any lease embracing lands of the State of New Mexiéo which
is made subject to this Agreement shall ‘continue in force beyond the
.term provided therein as to the lands committed hereto until the termi--
nation hereof.

3.4.3 Any lease embracing lands of the State of New ‘Mexic6é having
only a portion of its land committed hereto, shell be segregated as to
the portion committed and that portion not commltted and the terms of
such lease shall apply separately as to such segregated portions com-
mencing as of the effective date hereof. Notw1thstand1ng any of the
provisions of this agreement to the contrary, any Iease embracing lands
of the State of New Mexico hav1ng only a portion of its land committed
hereto shall continue in full force and effect beyond the term.provided
therein .as to all lands embraced in such lease (whether within or with-
out the Unit Area), (i) 1f, and for so long as Unitized Substances are.
capable of being produced in paying quantities from some part’ of the
lands. embraced in such lease committed to this agreement\ or (11) if,
and for so leng as some part of the lands embraced? 1n cuczh State lease
are allocated Unitized Substances' or (111) if, at Uie explratlon of
the secondary-term,; the' léssee or the Unit’ Operator is” then eéngaged in
bona fide drilling or reworklng operations on some part of ‘the lands
embraced therein and for so long as such operations are belng diligent~-
ly prosecuted and if they result in the production of Unitized Sub-
stances:, said lease shall continue in full force and effect as to all
of the lands embraced therein, as provided in (i) or (ii) above.

3.5 Titles Unaffected by Unitization. Nothing herein shall be con-

.strued to result in the transfer ?f(title to the 0il and Gas Rights by any'party

hereto to any other party or to balt Operator. The Lntentxon is tg’ provrde for
the cooperative development and operation of the Tracts and for the sharing of

Unltlzed Substances as hereln prov1ded

3.6 I_lgctlon nghts. Royalty Owners hereby grant unto Worklng In- ‘
terest Owners the right to inject into the Unitized Formation any substances in
whatever amounts Worklng Interest Owners deem expedient for Unit Operations, in-
cluding the right to drill and maintain injection wells on the Unit Area and to

use producing oi abandoned oil or gas wells for such’ putposes.

3.7 DeveLOpmeﬁt Obligation. Nothing herein shall relieve WOrking’in-
terest Owners from the obligation to develop reasonably as a whole the lands and
leases committed hereto.

3.8 ﬂDralnage. The Un1t Operator shall take appropriate and adequate

__measures to prevent drainage of . Unitized Substances from unitized land by wells

on land not subject to this agreement.

LN
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or other interest in Unitized Substances, but upon the resignation or removal of
Unit Operator becoming effective, such Unit Operator shail deliver possession of

-1
be

" PLAN OF OPERATIONS- -

— 4 " Unit Operator. Texaco Inc. is hereby designated s the initial

Unit Operator, and by signature-hereto-agrees .and consents to accept the duties
and obligatio i of Unit Operator for the operation, development, and production
of Unitized Substances as herein provided. Whenever reference is made herein to
the Unit Operator, such reference means the Unit Operator acting in that capacity
and not as an owner of interests in Unitized Substances, and the term "Working
Interest Owner' when used herein shall include or refer to Unit Operator as the
owner of a Working Interest when such an interest is owned by it.

4.2 Resignation or Removal of Unit Operator. Unit Operator shall

~have the right to resign at any time, but such resignation shall not become effec—

tive so as to.release Unit Operator from the duties and obligations of Unit Opera=
tor and termlnate Unit Operator's rlghts as such unless a successor Unit Operator
has been selected and approved in the manner provided for in Section 4.3 of this
agreement. The resignation of the Unit Operator: “hall” not release the Unit Opera-
tor from any liability or any default by it hereunder occurring prior to the effec-
tive date of its re31gnaL10n.

The Unit Operator shall, upon default or:.failure in the performance of
its duties or obllgatlons hereunder, or for any other cause, be subject to removal
by Working-Interest Ownars having in the aggregate seventy- five percent (75%) or
more of the Unit. Participation remaining after excluding the Unit Participation

.of the Unit Operator. Such removal shall be-effective upon notice thereof to the

Commissioner.

‘The resignétion' or removal of Unlt Operauor under this agreement shall
not terminate its rights, title or interest as the owner of ‘a Work1ng Intérest

all equipment, ‘wooks, and records, materials; appurtenances and any other assets,
used in connection with the unit operatlons and owned by the Working Interest
Owners to the new duLy qualified successor Unit Operator ox to the owners thereof
if no such new Unit Operator is elected, to be used for the purpose of conductlng
unit operations hereunder. Nothing hereln shall be-construed as authorlzlng the
removal of any material, equipment and appurtenances needed for the preservation
of any wells. -
; ) =
4.3 Successor Unit Operator. Whenever the Unit '‘Operator shall tender

its resignation as Unit Operator or shall be‘removed as-hereinbefore. provided,
the Working Interest Owners shall select a successor 'Unit Operator as herein “pro-
vided, Such selectlon shall not- become effective until (a) a Unit Operator so

’selected shall accept in writing tiie- OULLCa and responsibilities of Unit Operator

and (b) the selection shall have been filed with and approved by the Comm1s31oner.
If no successor Unit Operator is selected and qualified as herein provided, the"’
Commissioner, at his election, may declare this agreement terminated.

In selecting a successor Unit Operator the affirmative vote of two or” "
more Working Interest Owners ouning a total of sixty-five percent (65%) or more
of the Unit Participation shall prevail, provided that if .any one Working In-
terest Qwner has a Unit Participation 6f moré than thitiy-five percent (35%4),
its negative vote or failure to vote shall’ not be regarded as sufficient unless
supported by the vote of one (1) or more Working Interest Owners having a com-
bined Unit Participation of at least five percent (5%). 1If the Unit Operator
who is removed votes only to succeed itself or fails tc vote, the successor Unit
Operator may be selected by the affirmative vote of Working Interest Owners own-
ing a total of at least fifty-one percent (51%) of the Unit Participation remain-
ing after excluding the Unit Participation of Unit Operator so removed.

4.4 Plan of Operations. It is recognized and agreed by the parties
eto-that all of the land subject to . this Agreement is reasonably proved to
pr oductive of Unitized Substanceés in paying"quancxcxes -and-that -the object
and purpose of this Agreement is to formulate and to put into effect a secondary
recovery project in order to effect additional recovery of Unitized Substances,
prevent waste and conserve natural resources. The parties hereto agree that the
Unit Operator may, subject to the consent and approval of a plan of operation by

Ei‘
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—the-Working-Interest-Owners, Commissioner and—the-Commissiony-inject. into the
S 3 J

Unitized Formation, through any well or wells completed therein, brine, water,

. air, gas, oll and any one or more other subfitances or combination of substances,

whether produced from the Unitized Formation or not, and that the location of
input wells &nd the rates of injection therein and the rate of production shall

—..be_governed by standards of good geologic and petroleum engineering practices

and conservation methods. ~Afe¢er commencement of -secondary operations, Unit Oper-
ator shall furnish the Commissioner with monthly injection and production te .
ports for each well in the Unit. The Working Interest Owners and the Commis-
sioner shall be furriished periodic reports on the progress of the plan of opera-
tion and any revisions or changes thereto necessary to meet changed conditions

or to protect the interests of all parties to thils Agreement, which revisions and
changes shall be subject to approval by the Commission and the Commissioner, Sub-

ject to like approval the Plan of Operation may be revlsed as conditions may warrant.

The initial plan of operation shall be filed for approval with the
Commissioner. and the Commission concurrently with the filing of tihils Unit Agree-
ment for final &pproval. Said initial plan of operation and all revisions there-
of shall be as complete and adequate as the Commissioner and the Commission may
determine to be necessary for timely operation consistent herewith. Reasonable
diligence shall be exercised in complying with the- obligations of the approved
plan.of operation. Thereafter, from timé to time before the expiration.of any
existing plan, the Unit Operator shall submit for like approval a plan for an
additional specified period of operation. -

4 5 Accounting Provisions and Unit Opetating,@g;eement. Costs and ,
expenses incurred by Unit Operator in conducting Unit Operations hereunder shall
be paid, apportioned among and borne by the Working Interest Owners in accordance
with the Unit Operating Agreement. Stich Unit Operating Agreement shall also pro-
vide the manner in which:the Working Interest Owners shall be entitled to receive
thelr respective proportionate and allocated share of the benefits accruing here-
to in conformity with their underlying operating agreements, leases or other in-
dependent contracts and suchtother rights and obligations as between Unit Opera-
tor and the Working Interest Owners as may be agreed upon by the Unit Operator
and the Working Interest Owners; however, no such Unit Operating Agreement shall
bé deemed either to modify any of the terms and conditions of this Unit Agreement
or to relleve the Unit Operator of any right or obligation established under this
Agreement, and in case of any inconsistency or conflict between this Agreement
and the Unit Operating Agreement, this Unit Agreement shall prevail. Two true
coples of any Unit Operating Agreement executed pursuant to this Section shall
be filed with the Commissioner, o =

4.6 Rights and Obligations of Unit Operator. Except as otherwise
‘specifically provided hérein, the exclusive right, privilege and duty of exer-
cising any and all rYights of" ‘the parties hereto which are necessary or convenient
for prospecting for, producing, storing, allocating and diatributing the Unitized
Substances are hereby delegated. to/pnd shall be exercised by the ‘Unit Operator. as
herein provided. Upon request accéptable evidence of title to said rights shall

' be deposited with said Unit Operator, and together with this Agreement, shall con-

stitute and define the rights, privileges and obligations of Unit Operator. Noth-
ing herein, however, shall be construed to transfer title to any land or to any
lease or Operating Agreement, is being understood that under this Agreement the
Unit Operator, in its capacity as Unit Operator, shall exercise the rights of
possesaion and use vested In the parties hereto only for the purposes herein
specified.

. ARTICLE 5
 EASEMENTS OR USE OF SURFACE

B 5.1 Grant of Essements. The parties hereto, to the extent of their
rights and interest, hereby grant to Working Interest Owners the right to use as
much of the surface of the land within the Unit Area as may reasonably ba neces-
sary for unit operations, including the free use of water from the Unit Area for
unit operations, inaofar as such rights are granted by the oll and gas leases,
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ARTICLE 6
TRACT PARTICIPATION

- 6.1 Tract Participation. The Tract Participations of each Tract are
shown in Exhibit "B", and have been computed in accordance with the following:

Tract Participatxon Percentage,

e equals
percentage of acre feet of Grayburg
San Andres productive oil bearing
formation underlying each tract within
the Unit Area, as shown in Exhibit "A",

6.2 AgJustment for Committed Tracts. If less than all Tracts within
the Unit Area are committed as of the Effective-Date of this agreement, Unit
Operator, as soon as practicable thereafter, shall file with the Commissioner
schedules of committed Tracts as of said Effectlve bDate, which said schedules
shall be designated "Revised Exhibit'A', and 'Revised Exhibit B", and shall be
considered for all purposes as a part of this agreement. Such Revised Exhibit

MB" shall set’ forth opposite each such committed Tract the revised Tract Partici-

pation therefor which shall be calculated by using the same Tract factors and
formulac that were used to arrive at the Tract Participations of each Tract as
set out in Original Exhibit "B" attached hereto, by applying the same, only to

“the committed Tracts. Such revised Exhibits shall supersede, effectlve as of the

effective date hereof, the Tract Partlclpatxons set forth iA Exhibit "B" attached
hereto” untll a. further revision“or revisions ‘thereof is approved by the Commis -
sioner.’ The Tract Participations shown on Ethblt "B" attached hereto, or as may
be shown on revised Exhibit "B' as above provided, shall govern. the allocation -
of Unitized Substances on and after the effective date of this Unit Agreement, as.
set forth in Section 17 hereof, and until the allocatlon schedule is revised
pursuant’ to thlS agreement.

6.3 Relative Tract Participations. If the Unit Area is enlargedhor
reduced, the revised Tract Participations of the Tracks remalnlng_;n the Unit
Area and which were within‘the Unit Area prior to the enlargement T\reductlon
shall remain in the same ratio one to another, ! -

. CARTICLE 7
ALLOCATION OF UNITIZED SUBSTANGES

7.1 Allocation to Tracts. - All Unitized Substances produced and saved
(less and except any part of such Upitized Substances used in conformity with
good operatlng practlces as concerns the Unitized Formation on Unitized land for
dr1111ng, "operating, camp, and other production or development purposes and for "

- pressure maintenance “or” uiiaveidable tosa} shall’ “e:ﬂ‘1nrnred to the several Tracts

in-accordance with fhe respectlve Tract -Participations. The amount ‘of Unltlzed ‘Sub-’
stances allocated to each Tract, regardless of whether it is more or less than

the actual productlon of Unitized Substances from the well or wells; if any, on
such Tract, shall be deemed for all pudrposes to have been produced -from such Tract.

7.2 Dlstrlbutlon Within Tracts. The Unltlzed Substances allocated to
each Tract shall be distributed among, or accounted for to, the parties entitled
to share in the productlon from such Tract in the same manner, in the same pro-
portions, and upon the same conditions as they would have part1c1pated and shared
in the production from such Tract, or in the proceeds thereof, had this agreement
not been entered into, and with the same legal effect. If any 0il and Gas Rights
in a Tract hereafter become divided and owned in severalty as to different parts
of the Tract, the owners of the divided interests, in the absence of an agreement
providing for a different division, shall share in the Unitized Substances al-
located to the Tract, or in the proceeds thereof, in proportion to the surface
acreage of their respective parts of the Tract.

No Tract committed to this Agreement and qualified for participation
shall be subsequently excluded from participation hereunder because of depletion
of Unitized Substances, and nothing herein shall be construed-as-requiring any
retroactive -adjustment for production obtained prior to the effective’'date of
the joinder of any Tract. S




7.3 Taking Unitized Substances in Kind. The Unitized Substances al-
located to each Tract shall b& delivered in kind to the. respectiue perties en-
titled thereto by virtue of the ownership of 0il and Gas Rights therein or by .
purchase -from su H\\wners. Such parties shall have the rigl"": toconstruct, maina . oo

tain, and operate.within the -Unit—area aii neceééary facilicies for that purpose,
o e T T “"*“‘dbrovided that they are so constructed, malntained and operated as not to inter-
' ' fere with Unit Operations. Any extra expenditures incurréd by Unit Operator by
reason of the delivery in kind of any portion of the Unitized Substances shall
b borne by the receiving party. If a Rovalty Owner has the right to take in
kind a share of Unitized Substances and fails to do so, the Working Interest
Owner whose Workiny’ Interést is subJecq/tc such Royalty Interest shall be en-

titled to. take in kind such share of the Unitized Substances.

LU ‘ 7.4 Failure to Take in Kind. 1In the event any Working Interest
‘ Owner shall fail to take or otherwise adequately dispose &f its proportionate’
share of tiie production from the Unitized Formatlon currently as and when pro-
duced, then’so long as such condxtlon continues, Ur % Operator, for the account
and at the expense of the Worklng Interest Owner of the Tract or Tracts concerned,
and in order to avoid curtalling,the operation of the Unit-Area, may sell or
otherwise dlspose of such productioit to itself or to others on a day-to-day basis
at not less than the prevailing market price in the area for like production,
and ‘the account of such Working: Interest Owner shall be charged therewith as hav-
‘ o ing received such production. The net proceeds, if any, of the Unitized Sub=
'ﬂ’,zﬂ" stances so disposed of by Unit Operator shall be paid to the Working Interest
A° L Owner of the Tract or Tracts coicerned. Notw1thstanding the foregOLng, Unit Oper-
A ' ator shall not make a sale into interstate conimerce of any Worklng Interest Owner's
: LM T share of gas production without first giving such Working ‘Interést Owner sixty
S -(60) days notice of such intended sale.

Any party receiving in kind or separately dlspOSLng of all or any part
of the Unitized Substances allocated to any Tract, or recelving the proceeds
therefrom if the same is sold or purchased by Unit Operator,‘shall be responsi-
ble for the- payment of all ‘Royalty due under the lease or leases covering the
Tracts contributed by ‘it and received into the Unit, and each such party’ shall
hold each other party liereto harmless against all claims; demands and causes of
action for such Royalty on the lease or leases and Traets contributed by it to
the Unit Area.

7.5 Royalty Settlement. The State of New Mexico and all Royalty
Owners who, under an existing contract, are entxtled to take in klnd a share of
- ‘ the substances produced from any tract unitized hereunder,vshall continue to be
e ’ . . entitled tee such right to take” in kind their share of the Unitized Substances
i : allocated to such tract, and Unit Operator shall make deliveries of such Royalty
share taken in kind in conformlty with the appllcable contracts. laws and.regu- - - - o Bt
tations. - Settiement for Koyalty Interest not taken in kind shall be made by
Working Interest Owners responsible therefor under ex1st1ng contracts, . laws and
regulations, on or'before the last day of each month for Unitized Substances
; -produced during the precedlng calendar month, provided, however, that nothing
P herein contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any Royalty due under ‘their
leases, texcept that: SUCh Royaltv sha]l be comnuted 1;-.; accordance with™ the terms

If the amount of productlon or the proceeds thereof accruing to any
Royalty Owner in a tract depends upon the average production pet well or the
avorage pipeline run‘per well from such tract duL1ng any period of’ time, then
such production shall be determined from and after the effective date hereof
by dividing the quantity of Unitized Substances allocated hereunder to such
tract during such period of time by the number of wells located thereon capable

of producing Unitized Substances as of the effective date hereof.

. _ All Royalty due the State of New Mexico. and the other Royalty Owners
R * hereunder shall be computed and paid on the basis of.all Unitized Substances
: allacated to the vespeciive tract or tracts committed hereto, in lieu of actual
production from such tract ov tracts, — -




7f6‘ Responsibility for Royalty Settlements. Any party recelving in
kind or separately disposing of all or part of the Unitized Substalices allocated

yaymenu thereof-to. the. ‘persons_entitled thereto, -and-~ shall iuden1ifyfall parties
hereto, Including Unit Operator, against any liability for all royalties, over-
riding royalties, production payments, and all other payments chargeable against
or paydble out of such Unitized Substances or the. proceeds therefrom.

7 7 Royalty On OUCSide Substances.' If any "Outside Substances, con-

sisting of natural gases, are injected into the Unitized Formation, fifty per-
cent (50%) of any like substances, contained in Unitized Substances subsequently
produced and sold, or' used for other than operations hereunder, shall be deenied
to be Outside Substances until the aggregate of said fifty percent..(50%) equals
the accumulated volume of such natural gases injected into t¥ie Unitized Forma-
tion. If the Outside Substances injected be liquefied petroleum gases, ,or other
hydrocarbons, as dlsthgulshed from natural gases then, beginning one (1) year
.after injection of such liquefied petroleum gases or other quuid\hydrocarbons
is ‘commenced, ten percent (10%) of all Unitized Substances produéod and sold
from the Unitized Formation shall be deemed to be Outside. Substances until the
aggregate value of said ten percent (10/) equals -the entire accumulated cost
hydrocarbons aneCted No payments shail be due’ or payable to Royalty Owners
on any substance whi<h is classified V reby as an Outside Substance.

7.8 Rental Settlement. Rentals or minimum royalties due on. leases
comnitted hereto shall be paid by Working Interest Owners responsible therefor
under existing contracts, laws and regulations, provided that nothing herein
contained shall operate to relieve the lessees of any land from their respective
lease obligations for the payment of any rental or minimum royalty in- lleu there-
of, due under their leases. Rental - for lands of the State of New Mexico subjéect
to this Agreement shall be paid at the rate specified in the respective leases
from the State of New Mexico.

ARTICLE 8
PRODUCTION AS OF THE EFFECTIVE DATE

- 8.1 0il in Lease Tanks. Unit Operator shall gauge all lease and
other tanks within the Unit Arfea to ascertain the amount of merﬂhantable oil
produced from-<the Unltlzed Formafion. in such. tanks, above the plpe 11ne con- '/
nections, as of 7: 00 a.m. on the effective date hereof. The oil that is a-
part of the prior ailowible of the wells from which it was produced shall
remain the property of the parties entitled thereto the same as if the Unit
had not been formed. Aay such oil not promptly removed may be sold by the
Unit Operator for the.account of the parties éntitled thereto, subjéct to the
payment of all royaltles, overrldxng royaltles, production payments, and all
other payments$ under the’ Pprovisions of the applicable lease.or other. con¥

tracts. The 011 that is in eéxcess of’the prior allowable of the wells from
which it was" ‘Froduced shall L r:gareeﬂ as Unitized Qubqtances produced after
the effective date hereof.

8.2 Overproduction. If, as of the effectibe'&ate hereof, any Tract
is overproduced with respect to the allowable of the wells on that Tract and
the amoint of’overproductxon has been sold :0r otherWLSe dlsposed of, such over-

the effectlve date hereof and shall be chargéd to such Tract as naving been de-
livered to the parties entitled to Unitized Substances allocated to such Tract.

'ARTICLE 9 ]
USE OR LOSS OF UNITIZED SUBSTANCES

9.1 Use of Unitized Substances. Working Interest Owners may use as
much of the Unitized Substances as they deem necessary for Unit Operations, in-
cluding but not limited to the injection thereof into the Unitized Formation.

9.2 Royalty Payments. No royalty, overriding royalty, production
or other payments shall be payable upon, or with respect to, Unitized Substances
used or consumed in Unit Operations, or which otherwise may be lost or consumed
in the production, handling;” treating, transportation, or storing of Unitized
Substances.
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105 Qualiiicaivion of” Tracts. On and after the effective date here-

- Area which shall be entitled to participate in the production of Unitized Sub-

ARTICLE 10
TRACTS TO BE INCLUDED IN UNIT

N_3 —N.-12

of and until the enlargement or reduction thereof, the Tracts within the Unit

stances therefrom shall be those Tracts listed in Exhibit "R" that corner or
have a ‘common boundary (Tracts separated only by a pubtic hiohuau or a railroad
right of way shall be considered to have a common boundary), and that otherwise
qualify ‘as follows:

10.1.1 Each Tract as to which Working Interest Owners owning

one hundxed percent (100%) of the Working Interest have become /
parties to this agreement and as to which Royalty Owners owning ey
seventy five percent (75%) or more of the Royalty Interest have be-

come .parties to this agreement.

10.1.,2 Each Tract as tc which Working Interest Owners owning
one hundred percent (100%) of the Working It-erest have become par-
ties to this agreement, and ‘as to which Royalty Owners - -owning less
than seventy five percent (75%) of the Royalty Interest have become
parties to this agreement, and as to which (a) all Working Interest
Owners in such Tract have joined in a request for the inclusion of’ s
such Tract in- the Unit Area, and as to which (b) eighty five percent
(85%) of the combiaed voting .interests of Work1ng Interest Cwners in
all Tracts that meet the requiréments of Section 10.1.1 have voted
inﬂfavdr of the inclusion of such Tract. For the purpose of this
Section 10. L. 2, the votlng interest of a Working Interest Owner shall
be equal to the ratio that LtS Unit Participation attributable to ‘
Tracts that qualify under Section 10,1.1 bears to the total Unit Par-
t1c1pat10n of all Working Interest Ouwners attr1buLabIe to all Tracts
that qualify under Section 10.1.1, :

10.1.3 Each Tract as to which Working Interest Owners owning

less than one hundred percent (100%) of the Working Interest have
become”parties to this agreement, regardless of the percentage of
Royalty Interest therein that is committed hereto; and as to which
(a) the Working Interest, Owner who operates the Tract and; all of the
other Working Interest Owners in such Tract who have become’ parties
to this agreement have 301ned in a request for inclusion of such
Tract:in :hcAU;it'A:ca, ‘and have execited and deiivered an’ 1ndemn)ty
agreement agreeing to indemnify and hold harmless the other Working
Interest Owners in the Unit Area, their successors and aseigns, against
all claims and demands that may be made by the owners of Worklng In-
terests in such Tract who are not parties to this agreement, and which
arise out of ‘the inclusion of :the Tract in the Unit Area; and as . to
which’ (h\ aighty five percehit (852&—‘£ the combined VOL1ilg iiiierest

= of Worklng Interest Owners in all Tracts that meet the réquirements
of Section 10.1.1 and 10.1.2 have voted in favor of the inclusion of
such, Tract and to accept the indémnity agreement. For the purpose '
of this Section 10.1.3, the voting interest of each Working ‘Iriterest
Owner shall be equal to the ratio that its Unit Participation zttribu-
table to Tracts that qualify under Sections 10. 1.1 and>10.1.2 bears to
the total Unit Participation of all Working Interest Owners attributable
to all Tracts that qualify under Sections 10.1.l1 and 10.1.2. Upon-the
inclusion of such a Tract in thé Unit Area, the Unit Participation that
would have been attributed to the nonsubscrlblng owners of the Working
Interest 'in such Tract, had they become parties to this agreement and
the Unit Operating Agreement, shall be attributed to the Working In-
terest Owners in such Tract who have become parties to such agreements,
in proportion to their respective Working Interest in the Tract.

10.2 No Joinder Unless Tract<gna11f1ed As the obJectlve of this Unit
Agreément is to have lands in the Unit Area operated and entitled to participation
under the terms hereof, "it is agreed that, notw1thstanding anythlng else herein,
no joinder shall be considered a commitment to this Unit Agreement unless the
tract involved is qualified under Article 10 hereof.

N
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ARTICLE 11
TITLES

11.1 Removal of Tract from Unit Area. If a Tract ceases to have
sufficient Working Interest Owners or Royalty Owners committed to this agree-
ment to meet the conditions of Article 10 because of failure of title of any
party hereto, such Tract shall be removed. from_the Unit Area effective as of

“the first day of the calendar month in which the failure of title is finally
determined; howdver, the Tract shall not be removed from the Unit Area if,
w1thin nlnety (90) days of the date nF final determination of the failure of

11.2 Revision of Exhibits. If a.Tract is removed from the Unit Area
because of the failure of title, Unit Operator, subject to Section 6.3, shall
recompute the Tract Participation of each of the Tracts remaining in the Unit
Area and shall xevise Exhibits "A" and "B" accordingly. The revised exhibits
shall be effective as of the first day of the calendar month in which such fail-
ure of txtle is finally determined.

ll 3 Working Interest Titles. If title to a Working Interest fails,
the ‘rights and obligations of Working Interest Owners by reason of the failure
of title shall be governed by the Unlt Operatlng Agreement.

. 11.4 Royalty Owner Tltles. If title to a Royalty Interest falls,
but the Tract to which it relates is not removed from -the Unit Area, the party
whose title failed shall not be entitled to share hereunder with respect to
such interest.

5

N A I’

11.5 Production Where Title is in Dispute. In the, event of a dlspute
as to title as to any royalty, working interest or other interest subject hereto,
payment ‘or delivery on account théreof may be withheld without ‘liability or in-
terest until the dlspute is finally settled; provided, that as to State leases,

- no payments of funds due the State of New Mexico shall be withheld, but such
funds shall be deposited as directed by the Commissioner, to be held as uneatned
money pending final settlement of the title dispute, and then applled as earned
or returned in accordance with such flnal setilement. > ¢

Unit Operator as such is relieved from“any responsibility for any de-
fect or failure of any title hercunder.

11.6 Conflict of Superuision. Neither the Unit Operator nor the Work-
ing Interest Owners, nor any of them, shall be subject to any forfeiture, termina-
tion or expiration of any rights hereunder or under any leases or contracts sub-
ject herelo, or to any peralty or llablllty on account of delay or failure in

.whole or in part to comply with any appllcable prov131nns theréof to the extent
that the said Unit Operator or the Worklng Interest Owners, or aiiy of them, are
hindered, .delayed or prevented from complylng therewith by reason of failure of

'
the Unlt Operator to obtaln,_ln the exercise of due‘dlllzence.,the concurrence e

of proper" representatlves of the Unlted ‘States“and proper representatlves of the
State of New Mexico in and about any matters or things concerning which it is
required herein that such concurrence be obtained. The parties hereto and the
Commissior agree that all powers and authorlty vested in the Commission in and
by any provisions of this agreement are vested in the Commission and shall be
excrcised by it pursuant to the provisions of the laws of the 'State of New
Mexico and subJect in any case to appeal or judicial review as may now or here-
after be provided by the laws of the State of New Mexico.

~ ARTICLE 12
ENLARGEMENTS OF UNIT AREA

12.1 Enlargements of Unit Avea. The Unit Area may when practicable
be enlarged to include therein any additional tract or tracts regarded as
reasonably necessary or. sﬂv1§abke for the purposes of this ‘Agreement. Such
enlargement ‘shall be effected in the following manner:

W e

(a)  The wdru‘i‘n’g‘f nfave
(a) The Working e

= e’
14 - AWV

¥ -
4 S kucua of a LLdLL of tracis

('O

desiring to bring such €ract or tracts into this Unit, shall file an

“application therefor with Unit Operator requesting such admission.

-11-




-(b)  Unit Operator shall circulate. a notice to each wOrking In-

terest Owner of the proposed enlargement, setting out the basis for o

admission, the Tract participation to be assigned to such Tract or
B , -——Practs,.'and other _pertinent ‘data. After negotiation (at Working In-
ot - terest Owners' meeting or otherwise); 1if Working Interest Owners
having in the aggregate at_least eigkty-five percent (85%) Unit Parti- -

cipation have agreed to such Tract or Tracts belung-brought into _the

Unit, then Unit Operator shaltl: o _ T T

(1) After preliminary concurrence by the Commissioner pre-
“parc-a-notice of proposed enlargement describing the contemplated
changes in the boundaries of the Unit Area, the reason therefor,

the basis for Admission of the additional tract or tracts, the
Participations to be assigned thereto and the proposed effective

date thereof; and

(2) Deliver copies of said notlce to the Commissioner,

‘ each WOrklng Interest Owner and to the lessee and lessor whose
R interests- are_dffected, advising such ‘parties that thirty (30)
SRR : - days will be allowed for submission to the Unit Operator of any

O e objection to such proposed expansion; and

e ' ‘ (3) File, upon the expiration of said thirty (30) day
oo period as set out in (2) immediately above, with the Commissioner,
the following: (a) Evidence of mailing or delivering copies of
said notice of enlargement; (b) An application for such enlarge-
ment; (¢) An instrument containing the appropriate joinders re-
flecting the qualifications of the new tract in the same manner
required for the qualification of tracts under Sectlon 10 hereof;
and (d) Copies of any objections recelved

The enlargement shall, after due consideration of all pertlnent in-
formation and approval by the Commissioner and the Commission become effective
as of the date prescrlhed in the notice thereof, preferably the first day of a
month subsequent to the date of notice or on such other date as set by the Com-

_ missioner and the Commnission in the order or instrument approving such enlarge-
ment. In any approved enlargement of the -Unit Area, the revised Tract Partici-
pacions of those Tracts which were committed prior to each such enlargement
shall remain in the same ratio one to another,

ARTICLE 13
CHANGE OF TITLE

13.1 Covenant Running With the Land., This agreement shall extend to,
hbbe binding upon, and inure to the benefit of, the respective heirs, devisees,
‘legal representac1vca,*auccesenrs and assigns of the purtles hereto, and shall
constitute 2 covenant running with the lands, leases, and intérésts coverad -~
.. hereby,

13.2 Notice of Transfer. Any conveyance of all or any part of’ény‘
interest owned by any party hereto with respect to ahy Tract shall be made ex-
pressly subject to this agreement. No change of title shall be binding on, the
Unit Operator, or upon any ‘party hereto other than the party so transferring,
untii the first day of the calendar month next succeeding the date of receipt

L by Unit Operator of a photocopy or a certified copy of the recorded instrument
evidencing such change in ownership.

13.3 Waiver of Rights to Partition. Each party hereto-covenants
that during the existence of this agreement, it will not resort to any action
to partition the Unit Area or the Unit Equipment, and to that extent waives
the benefits of all laws authorizing such partition.

i

ARTICLE 14
RELATIONSHIP OF “PARTIES
14.1 No Parinership. The du,l::Les_e oblxgations,IEnd liabilities of
the parties hereto are intended to be several and not joint or collective. This
agreement is not intended to create, and shall not be construed to create, an:

-12-
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~—-be-individually responsible for its own obligations as hexein provided.

) refinlng, Joint sale, or’ marketing of Unitized Substances.

association or trust, or to impose a partnership duty, obugation, or Liability - - o
with regard to any one or more of the parties hercts. Each part

14.2 No Sharing of Market. This agreement is not intended to provide,
and shall not be construed to provide, directly or indirectly, for any cooperative

14.3 Royalty. Owners Free of Costs. This agreement is not intended to
impose, and “shall not be construed to impose, upon any Royalty Owner any obliga-
tion to pay for Unit Expeiise unless such Royalty Owner is otherwise so obligated.

14.4 Information to Rovalty QOwners. Each Royalty Owier upon written
réquest therefor shall be entitled to all information in possession of Unit
Operator to which such Rnyalty Owner is entitled by an sxisting agreement with
any Working Interest Owner.

145 Appearances. Unit Operator shall, after notice to the other
parties affected, have the right to appear for or on behalf of any and all
interests affected hereby before the Commissioner and the Commission, and to
appeal from any order issued under the rules and. regulatlons of the Commissioner
or the Commission, or to apply for relief from any of’ said rules and regulations

"or in any proceedings relative to operations before the Commissioner or the Com-

mission or any other legally constituted authority; provided, however, that any
other interested party shall also have the right at his or its own expense to be
heard in any such proceeding.

. 14,6 Notices. All notices, demands," objections or statements required
hereunder to be given or rendered to the parties hareto shall be deemed fully
given if made in writing and personally delivered to the party or parties or sent

_ by postpaid certified mail, addressed to such party or parties at their respectlve

addresses set forth in connection with the signatures hereto ‘or to the ratifica- ‘
tion or consent héreof or to such other address as any such party or parties may
have furnished in writing to the party sending the notice, demand or statement.

14.7 No Walver _of Certain Rlé.ts. Nothlng in this agreement contained
shall be construed-as & waiver by any, party hereto of the rfight to assert any
legal ox constltutlonal right or defense as to the vallsty or invalidity of any
law of the United’ States or of the State of New Mexico or rules or regulatlons
issued theréunder in any way affectlng such party, or as a waiver by any such
party of any right beyond his or its authority to waive,

, ARTICLE 15
LAWS AND REGULATIONS | o

15.1 Laws and’ Regulatlons. "This agreement shall be’ sutbject to.the .
conservatlon laws of the State of New Mexico; to the valid rules, regulatlons,\v'

_and orders of: the Gil Conservation Commission of New Mexico; and to all other

appllcable federal, state, and municipal ltaws, rules, regulations, and orders.

ARTIiCLE 16
FORCE MAJEURE

All obligations imposed by this agreement on

ghall ke suspcnded wiiile- compliance

16.1 Force Majeure.
each party,Aexcept for the payment of moneyv
“is prevented, in wholé or in part, by a strike, f1re war, civil disturbance,
act of God; by federal, state, or municipal laws; by any rule, regulation, or
other cause or causes beyond reasonable control of the party. No party shall
be required against its will to adjust or settle any labor dispute. Neither
this .agreement nor any lease or other instrumeprt subject hereto shall be termi-
" pnated by reason of suspension of Unit Operations due to any one or more of the
causes set forth in this Article.

ARTICLE 17 .
EFFECTIVE DATE

17.1 Effective Date. This Agreement shall become binding upon each
party who executes or ratifies it as of the date of execution or ratification -

-13-
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~ by such-party and, unless sooner terminated as herein provided, shall become
R S effective ag of 7:00 o clock a.m, of the first day of the calendar month next

tollowing: T B S

17.1.1 The execution or ratification of this Agreement by Work-
ing Interest Owners owning a combined Unit Particlpation of at least
‘eighty-five percent (85%), and the execution ‘or ratification of the
Agreement by Royalty Owners owning a combined interest of at least
sixty-five percent (65%) of the Royalty Interest, in said Unit Area; =~~~ oo oo
and .

17.1.2 The approval of this Agreement by the Commissioner and
- the Commission; and

17.1.3 The filing of at least one counterpart of this Agreement
for record in the office of the County Clerk of Lea County, New Mexico,
by the Unit Operator; and provided, further, that if ‘the requirements
of Section l7.1 are not accomplished on or before June 1, 1973, this
Agreement shall ipso facto expire on said date“(herelnaftex called
"expiration date") and thereafter be of no further force or effect,
unless prior thereto this Agreement-has been executed or ratified by
Working Interest Owners oWnlng,a combined Unit Partlclpatlon of at least
seventy-five (75%), and the Working Interest Owners owning a combined
Unit: Part1c1pat10n of at least sixty-five percent (65%) committed to
thic Agreement have decided to extend said expiration date for a period
not to exceed twelve (12) months (hereinafter called "extended expiration
date"). If said expiration date is so extended and the requirements of
Section 17.1 are not accomplished on or before said extended expiration:
date, this Agreement'shall ipso facto expire on said ‘extended expiration
date and thereafter be of no further force and effect.

17.2 Certificate of Effectivehess. Unit Operator shall; within thirty
(30) days after the effective date of this Agreement, file for. record in the.
office where a counterpart of this Agreement is recorded, a certlficate to the
effect that this Agreement has become effectlve according to 1ts terms and stating
further the effective date. ’

'ARTICLE 18
TERM

18.1 Term The term of this agreement shall be for the time that
Unltlzed Substances are produced in paying quantities and as long thereafter as
¥ ait Operatlons are conducted without a cessation of more than one hundred elghty
v ) (180) consecutive days, unless sooner terminated by Worklng Interest Owners 1n
7 the manner herein: provided

18.2 Termination by Working Interest Owners. This agreement may be
terminated by Worklng’Interest Owners having a combined Unit Participation of
at least eighty five percent (85%) whenever such Working Interest Owners de-
termine that Unit Operatlons are no longer profitable or feasible.

‘18.3 Effect of Termiftation. Upon termination of this agreement,”the
( further development and operation of the Unitized Formation as a unit shall be
h abandoned, Unit Operations shall cease, and thereafter the parties shall be
governed by the provisions of the leases and other 1nséruments affecting the
separate Tracts.

' 18.4 Salvaging Equipment Upon Termination. If not otherwise granted
by the leases or other instruments affecting each Tract unitized under this agree-
ment, Royalty Owners hereby grant Working Interest Owners a period of six (6)
months. after the date of termination of this agreement within which to salvage
and remove Unit Equipment.

~14-
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ARTICLE 19
EXECUTION

19.1 Original, Counterpart, or Other Instrument. A person may become
a party to this agrecment by signing the original of this instrument, a counter-
part thereof, or other instrumeant agreeing to be bourid by the provisions hereof.
ThL igning of any such instrument shall have the same effect as 1£ all the
“had Tsigned T Ulie  sameTinsErument, :

-

“19.2 Joinder in Dual Lauacity.\ Ekééﬁfi6ﬂ”5§“héEETHMﬁrGGEdedvh}»eny'“V'Wm
party as either a Working Interest Owner or a Royalty Owner shall commit ail
interests that may be owned or controlled by such party.

ARTICLE 20
GENERAL

20.1 Amendments Affecting Working Interest Owners. Amendments hereto
relating wholly to Working Interest Owners may be made if signed by all Working
Interest Owners,

' 20.2 Border Agreefients. Subject ‘tothe approval of the Commissioner
and Working rnterest~v"ucrs;-the'vutt -Cperator “may enter “intc“a-border— prc:ectron“>~”““

dgreement or agreements with the Opérators of adjacent lands along the boundaries

ultimate recovery, conservation purposes and proper protection of the parties and
1nterests., .

20.3 . Action by Working Interest Owners. Any action or approvil re-
quxred by Worklng Interest Owners hereunder shall be in accordance with the pro-

20.4 Lien of Unit Ooerator. Unit Operator shall have a lien upon the
interests of Working Interest Owners in the Unit Area to the extent prov1ded in
the Unit Operatlng Agreem-nt.

s ... 20.5 Creation of New” Interest. If'any Working Interest Owner shall, E
after ehecutlng this agreement, create a any overriding royalty, productlon nay- :
ment, ‘or net ‘profits or carried interest, or other similar interest, hereafter
referred to as "New Interest", out of its interest subject to this agreement,
such New Interest shall be’ subJect to all the terms and provisions of this
agreement and to the Lien of Unit Operator as provided in the Uait Operating
Agreement. . v v

IN WIThESS WHEREQF, The parties hereto have executed thig agreemen

ER L R -~ = L3

on the dates oppousite their respectlve signatures, !

e

“TEXACO INC. . i
e S i :
IS T :
. — o N ’/ -
DATE: ‘/ 7{/" st 2 :’_ R /"r By: V S /_//‘/: .}/‘_' - C-'-f! L

S ' Attorney-in-Fact////Q\
[

STATE OF. o .

meOF'A}Zéx/

:;J » The foregoing instrument was acknowledged before me thls
/

Attorneyrxn Fact of ‘TEXACO Inc., a Delaware corporation, on behalf of said
corporatlon; o

) .-,‘_ - ,f"-,//- * /< -

-

L _l./‘ .- - -
« T e LY

Notary'Publxc in and for: ... ..County, _ s

o

;.:V-ls‘.
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EXHIBIT "'B"

mnmmucﬁm SHOWING TRACT PARTICIPATLONS AND mm%nmza»nm AND KIND: OF OWNERSHIP
OF ‘ALL LANDS WITHIN THE VACUUM- cw»mwdwm SAN" ANDRES JNIT

HOSmeHm 18 SOUTH, RANGE 34 EAST, LEA oocZHw NEW MEXICO

-

SERIAL zo.
& DATE OF | .
TRACT i ND. OF LEASE OR BASIC ROYALTY & LESSEE
' NO. DESCRIPTION ACRES APPLICATION PERCENTAGE OF ﬂmoowuﬁ
i ! i ¢ - ,.,v
: T18S-R34E : _
1 Section 2; , " 161.41  B-301l-1 State of New Mexico 12.50 - Texaco Inc.
, Lots 3 & 4, A 6-11-34 (Common - Schocl)
SW/4 NW/4, " H.B.P.
_ wm\b NW/4&
. T18S-R34E , . )
2 $ection 2;° mm 40.83 B-1306~-1 State of New Mexico 12.50 . Texaco Inc.
Lot 2 o~ , 11~ Ho 32 (Common School)
| H.B.P. 4
T18S-R34E 4
3 Section 2N ,MA 40.00 B~1446-1 State of New Mexico 12,50 Texaco Inc.
E\b NE/4 ! 12-10-32 (Lieu)
_ H.B.P. .
T185-R34E T
4 Section 2;%, 1 80.92  B-867- State of: Zmzhﬁwxwoo 12.50 Texaco Inc.
m ,HOn 1, fx _ '5-6-32 (Common mor« : _
me NE/4 H.B.P T
W %wmm R34LE )
5 Section 2; 320.00  B-1189-1 State of New Mexico 12.50  Texaco Inc.
ma\p /4, WW/4 SW/4, 9-10-32 (Common School)
SW/4 SW/4,SE/b SW/h, W Dm\ H.B.P. .

zm\p SE/4, NW/4 SE/4,

, .z\p SE/4, SE/4 SE/4

None

- OVERRIDING WORKING _
" ROYALTY & INTEREST & PERCENTAGE OF
' PERCENTAGE PERCENTAGE TRACT PARTICIPATION
None Texaco Inc. 100% 10.425%
None Texaco Inc. 100% 3.39055
None Texaco Inc. 100% 3.178%54
None Texaco Inc. 1007% 6.44204
Texaco Inc. 100% 11.86692
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i W o SERIAL NO. - ’ ‘ . . ” :
e : & DATE OF " : . - - OVERRIDING  WORKING .
TRACT | : N¢. OF LEASE OR {BASIC ROYALTY & LESSEE ROYALTY & INTEREST & | FERCENTAGE OF
NO. DESCRIPTION ‘ACRES MPPLICATION PERCENTAGE OF RECORD  : PERCENTAGE PERCENTAGE JRACT PARTICIPATION
| : ! | : : ' p
_ | T18S-R34E _ ; S . W
6 Section 1; . 161.58 - B-1080~1 _ State of New Mexico 12.50 Texaco Inc. None Texaco Inc. 100% m 17.37656
: Lots 3 & p“,.zm. : 7-30-32 .Awpmcv
| SW/b XW/4, r H.B.P.
; : : SE/4 NW/4 o v
w T185-R34E , | | u L |
W 7 Section 1; wq. 160.90 B-1733-1 State of New Mexico 12.50 Texaco Inc. None / Texaco Inc. 100% M 19.91948
! : Lots 1 & 2,° 2-17-33 “(Lieu) a !
a8 . W SW/4 NE/4, . : H.B.P. . .
" . ! SEf4 NE/& M . W ;
| . TI8S-R34E | | | ” A
3 8 ~ Section 1; . 320.00 B-1306~1 State of New Mexico 12,50 Texaco Inc. None Texacc Inc. 100% 26.17080
M  NE/4 SW/4, NW/4 SW/4, o 11~10-32 (M. Inst.) . , ,
| | SW/4 SW/4, SE/SW/4, MMW | r ”
m zm\b SE/4, NW/& SE/4, v , h : |
. nz\b SE/4, SE/4 mm\» ” : W
| T18S, 3 R34E | ! N y
9 W mmnnwon 11; '120.00 B-1258~1 State of New Mexico 12.50, Texaco Inc. None . Texaco; Inc. 100% 0 1.22907
P z.m“\h NE/4, d L0-10-32 Aﬁwm:v ‘ ' :
| and | o mu v - H.B.P. N r 5 :
' Wmmnnaog 12, xWV\ W , . . y W
 NE/4& NW/4, . | | . A , . ; |
/4 Ni/4 B \ | C—
, _ / :
w h | ‘ | ; | | 100.00000%

W Nine (9) State Tracts nosnmwswsm.yngm.mb Acres and ﬂoo.oo& of Unit Area

e

bt vt
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PHILLIPS PETROLEUM COMPANY

ODESSA.TEXAS 78760
. PHILLIPS BUILDING, FOURTH & WASHINGTON

EXPLORATION & PRODUCTION OEPARTMENT - '

_October 17, 1972
fo rei  Cases Mog: hASL ARG AB52-=
_ Application of Texaco Inc.
- . for Unitization and Pressure
L ~ ~/. Maintenance Project—-Vacuum "
e e " ~Grayburg/San Andres Pool,

‘ Lea Couliff‘.‘""l\iew;}-{e;dco e
File: W2-Ed-632-T2

New Mexico Oil Conservation Commission -~ 3

«

isanta Fe; New Mexdico 28750 .

PSR

" Attention: Hr. A. L. Porter

Secretary-Director

Gentl.emen:

Pnillips Petroleum Company, .-s an Offset Operator, has been duly notified by
Texaco Inc. of their application before the Comnission for the approval of a

unitization and pressure maintenance project 4in the Vacuum Graybureg San Andres-,

Field, Lea County. Said application is docketed as Cases Nos. 1851 “and 4852 tu -

be heard on November 1, 1972, and covers -leaseés .icomprising'Sections 1 and 2,
NE/L, NE/l Section 11, and N/2 NW/l Section 12, all in T-17-5, R-35-E. :

Phillips Petroleum Company hereby waives any and all oﬁjecﬁtions ‘to the a_pprovél
of the proposed unit and project, subject to the following conditions: . '

nThat any producing'"{wellyin the unitrarea which directly or diagonal
offsebs a well ,’outside the. unit area producing from the same common
_source of supply shall not pe granted any bonus ‘allowable nor be per-
mitted to produce in excess of top pnit’allowable for the“pool without
naving same authorized only after notiice and hearing, showing that

----- -~

substantial response to injection has ocCuwriTa s i
Yours very truly,
PHILLIPS PETROIEUM COMPANY

G. W. Edwards, Supervisor
Reservoir Engineering

cc: New Mexico 0il Conservation Commission, Box 1980, Hobbs, New Mexico 88240

Texaco Inc., Attention Mr. R. G. Brown, Assistant Division Manager,
p. 0. Box 3109, Midland, Texas 79701 .
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(? January 15, 1973

New Mexico 0{) Conservation Commission
P, 0. Box 1980
Hobbse, New Mexico 88240

Re: Project Allowable, PEYACO Tns.
Yacuum {raybury-3an Andres
Pressure Hailntenance. Projeat

Attention: Mr. J. D. Ramey

Gentlemen:

Water injection operations commsnced in four Injsction
vells in the refersnced project on January 1%, 1973 and a project

allowobie 1is hereby requested ag authggized by Commizsion Ordar
Ne, R-A42, Rrule 8 (L), dated November 27, 1972,

_Injectlon wolls No. 15, 17, 29, and 31 as shown on the
attached plat, are currently injecting~560/ﬁ§ryels of water per
day per well at zere iyressure. gfﬂ” o

Attaéﬁaﬁ aa requeéted, is » tabuiétidn of the capacity

e Lorresphiding allowables requested for

. the wells losated in the referenced project. hllewables for addl--
tional wells completed prior to February 15, 1973 wili b made on -

By Andividesl %l vasis. seginning on February 15, a report will
be submitted to your office monthly with the nomination of the

propoged daily allcwable for the following month for sach well as
required by Rule 5 of Order.No. R-LllD

" Your sooperation in this matter will be apprecisted.
R - R ‘VVVYoﬁrs very truly,

d. V. Gannen
Distriect Superintendent

KLP ar 7

MAS3,Jr.
N.M.0.C.0. -Santa e

Attachments

o
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TABULATION OF (APACITY VELL TESTS
VACUUM GRAYBURG -SAN ANDRES UNIT

1 | : . CapacitvaeSt . " Requestéd’Allowabi :
Well No. L BOPD BWPD BOPD i

S
]

R . ‘ ' .20 o0 20
o 2 . 2 3 -5
;i ' 1 O O . ’ 1 o - L
To Be Drilled . :
To Be Drilled s
48 0] ug
° 55 ~ 24 .55
: - 23 108 : 23
- 120 0 o 100 - @
1.0 . 110 , 0 . 100 :
11 120. 1105 : 80 | :
12 | 104 0 €0 . :
13 , .19 . %0 . £0..
15 : Injector ... &0
16 : Drilling » -
80

\© 00— W W

17 Injector -
18 -7 To Be Drilled
19 ' To Be Drilled. : .
21 31 90 ) 31
22 : 93 . 3 93
23 122 30 . 96
.24 4 110 30 100
25 <125 0 : 100
Sl 20 120 . 57 o 100
[ . 27 o 105 10 ) g 103
el 28 | 105 0 8o
TTttog T o o mInjettor o P 30
.30 . ) Prilling -
.31 o o Injector 20
32 . - To Be Drilled - R
33 . Drilling
34 211 3
R : 36 ‘ 32
b= - i Avgz ) 7 130
: 38 . 95
i : , 39 120
e ho 81
e ’ 41 92
: . “ ko 92
i : i3 : - 120

211
80

110
95

110
51
86
86
co

~—
-

QN1 O D

oy

-
o
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. mABULATION_OF _CAPACITY WELL TESTS

VACUUM GRAYBURG-SAN ANDRES UNIT

Well No.

408

hg

51

B2

53
54
55
56
57

58

Capacity Test

BOPD

To
To
a7
95
25

Be Dillled

Pe Drilled

132 -

110
93
gl
120

" BWPD

]
~ 0

MmO

)

I pn

Page 2
<

"Requested Allowable

BOPD
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COMMISSIONSR

Taoxaco Ine.

2.0. Hox 3109

Midiand, Texas 79701

ADTENTION: Mr. F. M. dason

&

We have vreviewed your propo
ent as well as the Exhibits

<

tH the requirenieits of th

missioneér approves the prog

T,
&

quired by this oiffic

aJa/Rocf¥L CONSERVATION COMMISSION

L i mead -t

\I&\M.D

e Commissioner of Public Lands,,

Upon submitting this unit for
i e

s dico T T PR
A T JUJ’udl 4746
- ,

CQ‘;::::: e CJ a.v;vu C 1——]“?“0

r \ Y
-\l' .( -
8, 1972 -
P. G, BOX 1148
SANTA FE, NEW MEXICO
N
Re: Pfoposed Vacuum Graybur° San - -~ ..o,
Andres Unit AR 4
Lea County, New Mexico -

sed Vecuum Graybura San Aﬂdres unlt
submitied to}tnls office. "This form

nere-ore,

posed agreement as to Form and Content.

21l approval the folldwing are re-

S rh

1. Aapllcac*on for final apuroval stating Tracts quallf ed and

verification that the worXking interest in- tne qualified t¥acts
havb been contacted and requested to join. State.all tracts

committed and tracts not

comnltued

"Two executed copies of Unit Agreement-one must be an original

ions from Lessees 0f Record and Working
mest be an original
of Forty {$60.00) Dollars

2.
3. Two sets ofi all Ratificat
Interest Owners-one copy
.-*;L;ng KFee in the awnount
. Ordex of the 0il Counservation Commission
.=Lﬂ1t;al Plan of Operacion
. & "UuSl&UdLLUu vf ?:115

IZ we may be of further ser

vice please do not hesitate to cail on Us.

v Vnty Lru-y yours,

A/’Kﬁ; '$bﬂavv

BEFORE EXAMINER UTZ

EXHIRIT NO.

Ty

~RA GRAHAY, Director
C;l and Gas Department
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Santa Fe

PETROLEBUM PRODUCTS

PRODUCING DEPARTMENT = TEXACO INC.

UNITED STATES P. O. BOX 8109
MIDLAND DIVISION Octover 9, 1972 MIDLAND, TEXAS 76701

. REQUEST FOR HEARING ____. __
JRTTTZATION AND PRESSURE MAINIENANCE

VACUUM GRAYBURG-SAN ANDRES POOL
LEA COUNTY, NEW MEXICO.

_ ‘ , —2
New Mexico 0il Conservation CommiSsioﬁ” (ZL¢>¢4’ 4?<;<S-
P. 0. Box 2088 ,

Santa Fe, New Mexico 88750

Attention: Mr.‘A. L. Porter, Secretary Director

Gentlemen:

Texaco Inc. respectfully requests that evidence be con-
gidered at the November 1, 1972 “Examiner Hearing in Santa Fe, Ned
Mexico, for an applicaticn to: :

1. Unitize 1400 acres in the Vacvum Grayburg-San Andres

Pool. .

5. Drill eight (8) injectors and seven (7) producers at
unorthodox locations. e ,

3. Initiate pressure meintenance operations.
I}, Assign a bonus allowable to the proJég£ area.

Thé_propdSed unit area is comprised of nine state leases,

all of which éré 100% owned anri operated by Texaco, but with three

separate roysity periericliaries. Tne Uit Agreement has been pre-- o

pared and will be forwarded to the State Land Ooffice for approval.

It is planned to devel%g“én 80-acre inverted nine-spot
flood pattern by drilling eight (8) injection wells and seven (7)
prodicing wells. Injection will be into the Grayburg-San. Andres v
formation at an average .depth of 1000 to 1800 feet. Initlal injec--
tion rates are anticipated to be 1500 barrels of water per day per
well. Fresh water will be used for injection f£fluid and is available
from four water supply wells located in Sections 1 and 2 of T-18-8,
R-34-E and Ssation 30 of T-iT-5, R=35-E. Tese wells were permitted
by the State Engineer in the lea CountK Shallow Under round Basin
under Permits L-2722, L-2723, and 1,-42h7 through L-4207-X-3 with a

combined appropriation of 2100 acre-feet (44,000 BPD) per year.




5 New Mexico OL1 e ‘
f Coneervation Commission -2~ . October 9, iS72

Attached 18 a plat of the proposed project area, a dlagram-
matic sketch of a typical injection well, a 1list of leases and
~ corresponding royalty beneficlaries, and a list of offset operators.
... Detalled 1ntormation supporting this application will be presented
, t the near.ms. B

Youra very truly,

Darrell Smith
Division Manager

B S a By e et
B Assietant to Division Mansger

KWH/s1
Attachments

cet Commissioner of Public Lands
All Offset Operators (List Attached)
Y . bec: VG |

: ’ A rrrr éopy of this letter is being Forwarded- to-thewCommissigﬁégfﬂ T
PRI of Public Lands in Santa Pe, New Mexlco. A copy of the letter T
»;j;“§ : \together with attachments is being meliled tc each offset operator.
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{ Injectien Interval
g (SAN ANDRES)

i

4

s e n b AR

L.’.:___——i;_-_,-__'-. ,Jiﬁg_'___.__
T.0. L710!
Diagremmatic sketch of typical injection woll

~ JEYACO INC.
BN MEXTCO WRY STATE (NCT=3) NO. 20
VACUUM GRAYBUHG=SAN ANDRES POOL
1EA COUNTY, NEW MEXICO

g
PO T Ul /e csee set ab 350" Cenented
b AR R T N SN S = th 210 nacks. Cemend circulated. g : .
R | | Ok
. A e SRR
= ¢ s i
g ; ': :
B - if | |
?E g . :
& 1 l : )
o
; ; < _ ke3fen csge get at h710', Cemented
: ' oo “with 650 sackse top cement ab 2000's ; ‘
«;-i--»-‘———»- 2=3/8" tubing at hjéd'. :
; | PLASTIC COATED ; :
. L o
1 i ‘
1 <o Casing = Tubing annulus loaded
S with inhibited waters '
£ E o : ' -
X E{:‘:‘"‘“"‘ Packer at 1360%.
i




11T OF BENEFICIARIES -
LEASE - ~ BENEFICIARY
Nev MeXico."L" state " ~ Lieu |
New Mexico " State - Lieu

New ‘Mexlco
New Mexico

New Mcxico

“New Mexlico

. New Mexico

New Mexico

New Mexico

"R" state (NCT-2]

“ug" state (NCT-3)

"g" State

‘wy" gtate (NCT-2)

-zt state (KCT—l)k
wpc" State (NCT-1)

"ap" State

i
s
Vi

Common. Schoél Land

Military Institute

Common gchool Land
Lieu

Common_School'Land
Common School Land

ILieu




S T Sy G S L F N S S Ea.
|
;LIST OF OFFSET'OPERATORS
x - ':: h . 4\‘ < :‘ i
S SRR : Amoco Production Company
/‘g’ : ) Box 3092 o
y Lo o Houston, Texas 77001
. Hymble Oil & Refining Company
- Box 1600 ‘ .
i Midland, Texas 79701
° - | Marathon Oil Company
p. O. Box 552
Midland, Texas 79701
’ Phillips Petroleum Company
: - Phillips Building
~ QOdessa, Texas 79760 Sty
. Shell 0il Compé.ny
| Box 1509 )
1 Midland, Texas 79701
Sohio Petroleum Company
Midland, Texas 79701
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. DSN/dr BEFORE THE OIL CONSERVATION COMMISSION
: » OF THE STATE OF NEW MEXICO
‘ % ‘\_/ 1IN THE MATTER QF THE_HEARING N

CALLED BY THE OIL CONSERVATION
: COMMISSION OF NEW MEXICO FOR
i " THE PURPOSE OF CONSIDERING:

a 2 - CASE NO. _4852
I e :
T AU ’ Order No.“g~éﬂ?@222/

[t SRR § R APPLICATION, _OF TEXACO" INC FOR A i
o A PRESSURE ‘MAINTENANCE PROJECT AND - : .fif"f} : }// - -
AR A J SPECIAL RULES THEREFOR, LEA : e o - ;
e N /“)ﬁ/ COUNTY, NEW MEXICO. e % -
AN ¥ , yEe N
~/‘\ \ L i T e ’
1\ ! f v ;;;’ . o
\} &
ORDER OF TKE COMMISSION

THE. COMMISSION:

SRR
< i

r

This cause came on for hearing at ¢ a.m. on November 1,192
at Santa Fe, New Mexico, before Examiner ELVIS A. UTZ

N

NOW, on this day of November -, 1972, the Commlssion,’, S
a quorum being present, having considered the testimony, the record, S
and the recommendations of the nxaminer, and belng fully advised

in the premises, _

FINDS:

{1) That due public notice havxng been given as required b"
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicarnit, Texaco Inc., seeks aﬁfhority to

institute a pressure maintenance project in its Vacuum Grayburq

; San Andres ‘Unit Area, Vacuum CGrayburg-San andres Pool, Lea County,
i ' New Mexico, by the injection of approximately 1,500 barrels of
T £

water per day into the Grayburg and San Andres formations %hrough

each of eight injection wellswproposed to be drilled at unorthodox

locations in Sections 1 and 2, Township 18 South, Range 34 East, NMPM.
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(3) That the applicant also seeks authority to drill saven
additional producing Qells at unorthodox locations in said
Sections 1 and 2.

(4) That the appiicant further seeké the designation of
aiproject area aqd the promulgation of rules for the project area,
including provision for the aséighment of top Unit‘allowable to

all wells in the project area, top unit allowable to each of the

-additional injection and producing wells to be drilled in the

(%1}

~L
proiject area, and an igditiOnalm75 percent of top unit allowabie
to be assignad té»izg'welkt in the project area as dﬁbon&s
allowable for the injection of wa£er. |

(5) That.a preSsure maintenance project area comprising all
of the Vacuum Grayburg San Andres Unit Area, being all of
Sections 1 and 2, the NE/4 NE/4 of Section 11, and the N/Z NW/4
of Sectioﬂ 12, all in wanship 18 South, Range 34 Eést, is in
thevintérest of‘conserv§§ion and shoﬁldfresult iﬁ‘gréatéfHUIEEﬁété
recovery of oil, thereby preventing wasta. :

(6) That top unit allowable for the Vacuum Grayﬁﬁrg-Sah

fAndres Pool should,be aséigned to all wells in the project area

<

o

upon initiation ogiwater injection, and each of the proposed 15
additional wells sﬁould also receiVé top unit allpwable upon
completion. fThat the project allowablé should bé;the sum of the
allowablgs assigned to the weiis in the project'area and should
‘be permitted to be éroduded fr&m ény well ih‘the«projeCtiérea,
pfoVided however, that any producing well in the project area
which directly or diagonaily offsets a well oufside the project”
area producing from the same common source of supply should not
be pérmitted-to produce 'in excess of top it allowable for the-
pool without 2 showing at public hearing that substantial response

to water injection has occurred in said well.

——

P e S
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(7) That approval of the proposed eight injection wells
and seven producing wells, all at unorthodox locarions, and the
proposed pressure maintenance project; subject to the provisions
of Finding No. (6) above, will not cause but will prevenrAwaste
and will protect correlative rights. ) -

I7™ IS THEREFORE ORDERED:

(1) That the applicant Texaco Inc, is hereby authorized
to operate a pressure maintenance project in its Vacuum Grayburg
San Andres Unit Area, Vacuum Grayburg—San Andres Pool, Lea County,
New Mexico, to be designated the Texaco Vacuum Grayburg-San Andres |
Pressure Maintenance Project, by the injection of water into the
Grayburg and San Andres formations through eight injection wells
to be drilled at theifolloWing unorthodox locations in Township 18

South, Range 34 East, NMPM:

LEASE NAME" WELL NO LOCATION SECTION
Wew Mexico "M" State 11 2630' FNL & .1310'" WL H
‘New Mexico-"M" State 12 1330' FNL & 2630' FWL: 1
‘New-Maxico "AC" NCT=1.State 11 = 2630' FSL & 1330' FFL 2
New Mexico "AC" NCT-1 State 14 = 1400' FSL & 2550° FEL 2
New Mexico "AC" NCT~1 State 16 1400' FSL & 10' FERT, 2
New Mexico "R" NCT-3 State 20 1310' FSL &-2620' FEL 1
New Mexico "R" NCT-3 State 23 100' FSL & 1420' FWL 1
New Mexico "Z" NCT-1l State: 8 2630' FNL & 1310' FWL -2

(2) That the applicant 15““er*byfauthori2ed to drill seven
additional produc1ng well> in its Vacuum Grayburq San Andres
Pressure Malntenance Pro;ect at the follow1ng unorthodox ]ocations

in Township 18 South, Range 34 East NMPM

LEASE NAME WELL NO LOCATION SECTION
New Mexico “M" State 10 1330' FNL & 1330' FWL 1
New Mexico "AC" NCT-1 State 12 2630' FSL & 2630' FWL 2
New Mexico "AC" NCT-1 State 15 1400' FSL'& 1300' FEL 2
New Mexico "R" NCT-3 State 17 7'2630' FSL_ & 2630' FEL 1
New Mexico "R" NCT-3 State 18 2630' FSL & 10' FWL 1
New Mexico "R" NCT-3 State 19 1330" FSL & 1330' FWL 1

& 100' FWL 1

New Mexico "R" NCT-3 State 22 100' FSL
(3) That Special Rules and Regulations goverring the

operation of the Texaco Vacuum Grayburg-San Andres Pressure

Maintenance Project are hereby promulgated as follows:
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- SPECIAL RULES AND REGULATIONS
FOR

; 15 \
TEXACO INC. VACUUM SRAYBURG-SAN ANDRES |
_PRESSURE MATNTENANCE PROJECT - \

a———

RULE 1. The ‘project area of the Texaco Inc. vacuum Grayburg

san Andres Pressure Maintenance project, hereinafter refexred to

as the project, shall comprise the area described as follows:
B T o LEA COUNTY , NEW MEXICO S : g
\ ‘TOWNSHI?"lS SQUTH, RAN GE 35 EAST, NMPM
- Sections 1 and 2% All- L
Section 1l: NE/4 NE/4
gection 12: N/2 NW/ 4 \

RULE 2. The allowable for the project area shall be known

\Aas the project allowable and shall pe equal to top unit allowabfe

for the Vacuum Grayburg-—san andres pool times the numbeér of wells

in the project area completed in the Grayburg axd/or san Andres

formations for productlon fr wbor injection lnto said formatlons. l

_ RULE 3. The prOJect al1owab1e may be produced fyom any well 5

“or~wells"completed in the Vacuum Grayburg*San Andres pool in the
~-project areay provided howevex that any well in the project area

which directly ©OF dlagonally offsets a well outside the prolject

area producing from the same comiion source of supply'shall not
be permitted to prcduce in excess of top unit alloﬁable for the

vVacuum Grayburg- -gar. Andres Pool untils 1tﬁ;%§'been establlshed

after notice and hearing gnat such well has experlenced a sub—

tantlal response to water lnjectlon.

subject to the 1imiting gas—oil ratio (2500 to one) for the

(.

i
RUﬁE‘@. Each:produCLng well -in the pro;ect area shall be \

Vacuum Grayburg—San Andres pool.
\ RULE 5. Each month the project operatoxr sha11 bv the Zﬁth i
lday df the month, submi£ to the Hobbs district office of the .. i
commission a report showxng aver;;:?dally water 1njectlon into
each injection well, total water injected into each well, and
total cumulative water lnjected into each well. The report’
'Sha1} also 1list each produ01ng well, and average daily and total
monthly production fyom same, together-ulth a nomlnatlon of
proposed daily allowable ££2£;each of said wells for the follow~

ing month. rThe aforesaid report shall pe filed in lieu of Form

c-120 for the project.
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RULE 7. The conversion of producing wells to injection, OX

the drilling of additional wells for inje cti

N

on p1&rpgs_es Shall

[-J

be accompllshed only after appfOVal”Cf the samemby”theiSecretary-

Director of the cOmm1351on. To obtain such anproval, the Project

operator shall file application w1th the Commission,’which

application, if it seeks authorization to convert additional wells

to injection or to darill additional 1n3ection wells shall include

the folloWing

1y A plat showing the location of proposed injection well,

all wells within the pronect area, and offset operators, locating

i

wells which offset the pro;ect area. . E

(2) A schematic drawing of the proposed injection well z

which fully describes the ca31ng, tubing, perforated 1nterva1,_ 1

and depth showing that the injectlon of water will be” confined ‘to
the‘Grayburg and San Andres formations.

(3) A letter stating that all of fset operatoxs Qithin one-

half mile of the proposed injection well have been furnished a

complete copy'of the application and the date of notification.

The Secretary-Director may approve the proposed injectioh

ell:; if within'20 days after receiv1ng the application, no
objection to the proposal is received. The Secretary-=b irectoy
may grant irnmediate approval provided waivers of objection are
received from all offset operators.

Expansion of the pro;e s+ area may be approved by the

SecretarymDirector of the commission administratiVely when good

“cause is shown therefor.
i \
w RLLE g. Additjonal roducan wells may also be drilled

’w1th1n the project area not closer than 1320 feet of the outer. -

v

%boundaries of the project area. The Secretary—Director of the

i

i

!

i !
ﬁComm1s31on shall bhave ‘authority to grant perm1531on to drill any \
i

H
well within the provisions of this rule without notice and hearing.i
!

i
!
!
il
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RULE 6. The Commission shall,upon review of the report l
—_— )
and after any adjustments deemed necessary in accordance with ‘
AAAAAA i
Rules 3 and 4 f these rules, assign an allowable to each of ‘ -
the various produ01ng wells in the pro;ect srea for the neyt-wmm"ﬂg,_mwm_ _
succeeding month.




e date of the allowable provisions

11 _be the date that actual water injection

mum of four of the eight authorized

cause is retained for the

entry of such further orders as the Commission may

e - rag;e No. 4852
Orxder No. R-
’(4)A“That the effectiv
o o .of this ‘order sha \
5 operations commence in a mini
- % - injection wells.

(5) That jurisdiction of this
.

DONE at Santa Fe, New MeX2Cco;

designated.’

v deem necessary.l _ . __

i
}
L. R - : ‘ ‘
. - - T ;4.." i
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