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BEFORE 1'HE

OIL CONSERVATION COMMISSION

SANTA FE, NEW MEXICO ’
October 4, 1957

Tl e e ee am we me am s me Ae R ay me e e me me e e

IN THE MATTER:

Application of San Juan Gas
Corporation for approval of
the San Juan 242 Unit
Agreement in Rio Arriba
County, New Mexico.

CASE NC. 1320

Vet B Ve N Nl N Vsl gt

ELVIS A. UTZ, Examiner.
TRANSCRIPT OF HEARING
MR.»UTZ‘ ~The hearing will come to order pleaseor Next
| case on the docket Wlll be Case No.- 1320. |
. MR. COQLEY: Case No. 1320, Application of San Juan
Gas C§r§oration-for"épproval'of the Sanﬂﬁuan thZQUnit;Agreemént o
ln San Juan COunty, New Mexlco. | |
MR. MORRELL. If the- comm1531on please, I am Foster'
Morrell representlng ‘the San Juan Gas Corporatlon and I w1ll
»present d1rect testlmony in thls case.
MR. COOLEZ: Will you be the only witness, Mr. Morrell9‘
~ MR. MORRELL: Yes. | |
(wltness sworn. )

MR;’DOGGETT' Mr., Examlner, for the record w1ll you enter
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our appearance as being present, Wendell J. Doggett for Magnolia

Petroleum Company.
MR. UTZ: What was the last name, please?
MR. DOGGETT: Doggetts D-o-g-g-e-t-t,
FOSTER MORRELL
having been first auly sworn, testified as follows:

DIRECT EXAMINATION

BY MR. COOLEY:

@ Will you state your full name and position, please?

A My name is Foster Morrell Petroleum Consultant Roswell
| New Mexico, employed-and appearlng on behalf of San Juan Gas
Corporablon 1n ‘connection w1th unltlzatlon for ‘the San Juan 2%~ 2
"Unit\Agreement.

 _ QT Mf; Morféii, haVe’Yéu-Qféviously“testified‘Befqre the New
MeXiéo Oil'ConsérvétiOn.Commigsigﬁ as anfexpert wiﬁnéSs? |

A 1 have. |
MR. COOLEY:~»M:. Exabiner, are the witneéses gqualificatio
: acoeptable° | _ “ |
| ‘MR. UTZ: Yes, they,are. .
MR. COOLEY" Will you proceed, Mr. Morrell?

A T am appearlng in Case No. 1320 on behalf of San Juan
‘1 Gas Gorporation, an Oklahoma corporatlon, as appllcant for the

approval of the Unit Agreement 'for the Development and Operation

ns

of_pheJkuLJnan4auﬁLyniLJuza,_Rin_anzumLsgnnnx,JumLMéiino.
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set?

first?

,\/'ﬁ ’ - bg:m‘ th as Exb]b_]& .] Bv letters da:gd Ian] ary 11 and Januarvy

reeord?

T would like for the commission to have a group of exhibits

which I will number, there are two sets of them if you like.

» MR. CCOLEY: You want to make one of these the official

A Yes.

MR. COOLEY: Which one do you want to start out with

MR. UTZ: You want to number these now?

A I have them and It'1l give them to you as we go along, if

you would - llke to I'11 give the numbers of all of them right hereo

(Marked Exhibit One through‘Séven)

' MR. HOLLAWD: Would you enter our appearance for the

Edward R. Holland representlngr A. G, Hlll.

'MR. UTZ: It w111 be so entered.

ﬂR,'COOLEY:‘ How d0‘you spell that?'

MR.'!{OﬁLAN:D;i H-o-l-l-a-n-d. Just like the country.
MR. UTZ: Who are you with, Mr. Holland? o
MR. HOLLAND: A. G. Hill.

MR. COOLEY:' Any other appearances in this case? Would

you proceed*Mr. Morrell?'
A The unit agreement as to form, and the unit area 1nvolvedL
were approved by the Actlng DLrector of the Unlted States Geologlca

Survey hv letter. dated December L 1956. copy of whlch is offered
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‘ 't.ump.l.ebcu by uo? mver 1,

18, 1957, the Acting Director of the Geological‘Survey modifiEd‘
said approval of the form of unit agreement with regard to the
language of Section 2(e). Copies of these letters are offered
herewith as Exhibits 2 and 3 respectively. |

Further amendment to the form of unit agreement was approved
by the Acting Dir2ctor by letter dated September 30, 1957, in
response to letter dated September 9, 1957, from San Juan Gas
Corporation regarding minor changes in Sections 10 and 20. Copies
of these letters are offered as Exhlblts, San Juan's letter of
September 9th belng Exhibit 4, and the Actlng Dlreetor's letter of
September BOth being Exhib_it 5. | |

A copy of the unit agreement 1noorporat1ng the original and

amended provmslons referred to. in the letters heretofore mentloned

tioffered herewith as Exhibit,é. This‘is the form of agreement

which is now being'circulated for execution by ihterested'parties.

» Attached to the agreement is a map of the Unlt Area, Exhlblt A, and|

a schedule of lands and leases and ownershlp thereof Exhlblt B.~’

By way of explanatlon, the letters of September gth and

lSeptember 30th belng Exhlblts L and 5, pertain to the change in the

effestive date of the unit agreement. The orlglnal approval the

form~as;6riginelly approved on December 4, 1956, provided for the
drilling of‘five wells to be commenced after November 1, 1956 , and
1, 1957. At a mecting and conference in ‘

SMW_M&MM&Q Survey

DEARNLEY - MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE. NEW MEXICO
3-6691 5-954




recognized that.unforseen delays beyond the 2ontrol of San Juan
had prevented the completion of execution of the Unit Agreement for
submission for final approval within the time it wouid be necesgsary
to have had those wells completed. Reading The time interval for
the Tesﬁ‘Program was therefore unrealistic and a change became
necessary. The Acting Director!s approval on September 30; 1957,
now approves the drilling program §f five wells the éame as
originally seiyforth except that they may be drilled within one
year from the effective'date of the unit égreemept.
MR. UTZ: Just a momeni},‘Mr° Morrell. Do you have a plat

‘| of the 25-2 Unit? ” N

'MR. COOLEY: 2h-2.
:A ’Y¢s,~just'aZm6m§nta
'*“Mﬁ.1CObLEY: Do you hév§ an extra coéy?>
bkuMR. DOGGETT; :Is-there an - extra copy of théﬁ a§ailable?

MR. COOLEY: /You‘may proceed. | |
:A‘ The~Uhif Aregigmbraées 10,7h2.h2‘acre§;'mdfe or less, in
Rio Arfiba d§ﬁhty,‘de$§ribéd as set fbrth‘iﬁ the thice’of Hearing
| under Case;No. l320. Do you wish-me to repéat théiyfdr the record,
j‘%he description? | | - |
MR. COQLEY: I don't believe £hat's necessary, Mr. Morrel]

A I have identified it as you have advertised it.

MR. UTZ; Your exhibit will ‘show this.
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of Docember &, being Exhibit 1, Deember &, 1956,
MR. UTZ: That will be satisfactory.
A Within the Unit Area there are 8,420,04 acres of Federal

lands, or 78.34% of the Unit Area; and 2,327.38 acres of patented

| lands or 21.66% of the Unit Area. Those figures and percentages

are also shown on Exhibit A attached to “he form of Unit. Agreement.
The forﬁ.of Uﬁit Agreement~follows esgentially the standard
form suggested by the Department of Interior and set forth under
Title 30, Code of Federal Regulations, Section 226.12, modified to
include provisions for approﬁal and actions by the_Oil-Conservation
Comﬁiseien’of New_MeXioo, and»for tﬁe estabiishment oftBZO-acre
driiling blocks comprising‘the E/2 and‘w/z:of each Governmental‘

section for ali formdtions'lying above the Mesaverde.Formation; In

‘the case of irregular or incomplete sections within the Unit Area,

nemely Sections'B and 33;-aeceptable drilling blccks are set forth
in Sectlon 11 of the Unlt Agreement as follows.

Lots l 2 3, that's Snctlon 11, these acoeptable blocks

set forth under Sectlon 11 are in Sectlon 3, lots 1, 2, 2, 3, Sz

of the NE, and SE/NW. The second acceptable drllllng blocx in

bectlon 3 would include the SE% and the E} of the Swi. 1In Sectxbn

33 the acceptable drilling block would be the S3 of Seetion 33,
This Unit Agreement sometimes called the ®{ownship® or

10~A” t;pe unit 1s 1n all respects essentxally the ~same form as

nmwmmw
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Commissgion, namely the San Juan 27-L, 27-5, 28-L, 28-5, 28.6, 28-7,

|29-4, 29-5, 29-6, 29-7, 30-h, 30-5, 30-6, 316, 32-h, 22-5, 32-7, 33-8

and 32-9 Units. All of the above named and numbered unit agreements

are currently in effect and are productive of oil or gas in paying
quantitiés except for the San Juan 32-4 Unit which has been
terminated., “

For purposeé of participation under the San Juan 24-2 Unit
Agreemenﬁ each drilling block on which a_qell 18 completed and
-|determined to be capable of producing unitized substances in paying
quantities for any formation abové»the\Base of the Meséverde, is
'édmitted to the participéting;area estéblishedbfor the respective
pfdductivevfofmétion or formatidns.b The total acreage of such
.admiﬁted‘drilling’blocksvcomprises a sihgle participating areg-fbr
é;ch'separaﬁe'p£6dudtive formaﬁion. | W |

for fdrmationS'below the‘basé of tﬁe Mesaverdé, participatioy
in'produqtion‘will bé bésed;on th; estéblishment‘Ofva participating
|area determinéq'on thé basis of‘geolpgic inference uponkthe cdmﬁlet:
of a'wéil in>$uch a 16wer TOrmation'capéblé ofiproducing'unitized’

|substances in paying quantities. Separate participating area will "

be éStéblished for formation or regervoir for formations below the |

base of the Mesaverde.
If the commission please, I did not have this marked as an

e#hihit.but sihde I have listed in my testimony the‘number of unit

)

l .

on
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o

nearby units as lying directly east of the approved Lindrith Unit

o 24-2 Unit 1ncludes all of Townshlp 24 North, Range 2 West not

heretofore embraced w1th1n tne approved Llndrlth Unlfe'

| Pictured ¢1iffs formation, at least two of which shall be explora-

| test the Mesaverde formation. As of the date of thisiheafing,

that you could see the location, geographically, of the San Juan

2-2 referred to in Case 1320. With regpect to the other units tha

I have testified to, those units are set forth on this map in yellop,

as approved; 24-2 Unit is outlined in purple.
" MR. UTZ: You don't wish to introduce this as an exhibit?
A Well, I have already given the commission one. 1 don't
know if they want some more ‘or not.
MR. UTZ: That's all right.

A I might locate the San Juan 24-~2 Unit with respect to

and'directly éouth of the’proposed San Juan 25-2 Unit. In fact the

It is prov1ded under Section 10 of San Juan 2h 2 Un:t
Agreement that a minlmumgof five wells shall be commenced within

one year from the effeeti#e date of the unit agreement to test the
tory. wells’and,'further,fthat‘one of such;fivedwelgs shall adequate

fifteendnells have;been’drilled within the unit area to test the
Pietured Cliffs formation° Tﬁo of these fifteen wells were drilled
below the Pictured Cllffs. One well in the SWLS Ez Section 1 was

drllled to the Mesaverde formation and was recently plugged back an

CQleQ Eﬁd aﬁ Lmndmuwmumm_ﬂlﬁm_ﬂmthﬁr__
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1located in the SEL of Section 1, SEk, Section 1k, LWk of Section 23|

Agreement,

0il and gas leases holding approximatély 85%’of the acreage within

1 conservation Commission at the earliest possible date.

well in the NW/SL of Seetion 1 was drilled Lo the Dakoba Fformation

and plugged and abandoned.

A tabulation of the wells drilled is entered as Lxhibit 7.
From this tabulation it will be noted that f(ive wells have been
completed and tested to have an absolute open flow capacity ranging

from 844 MCF per day to 2890 HCF per day. These {ive wells are

SWh of Seetion 24 and the NWh of Section 27. Thése wells are
considered te be capable of prOduction in paying‘quanﬁities», aé per
vided in the unit agreement, and-would entitle the respective half
governmental section to be included'in the initial Pictured Cliffs

paftieipating~area effective as of the effective date of the Unit
To date the owners of working interests under outstanding

the unit area have'signed or indicated their intention to execute
the unit agreement. Each and every owner of rights or interest
within the unitvérea will pe afforded,the opportunity te¢ subscribe
to and to cémmit such rights of interest to the unit agreeméht.

In order to pefmit orderly explératibn and development of
the éotential gaé reservoir_and'pdtential 0il 2zones of the area; it

isynecessafy that the San Juan 24-2 Unit be approved by the 0il .

Low s

It is further 5§§§gg that the San Juan 24-2 Unitﬁggreemén

DEARNLEY - MEIER & ASSOCIATES
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11

will tend to promote conscrvation of oil and gas and the better
utilization of reservoir energy and to prevent waste, and that such
agreement is necessary and advisable in the public interest for the

purpose of more properly conserving the natural resources. Also,

\,

. . AN
the unit agreement is in other respects for the best interests of

the State of New Mexico,

San Juan Gas Corporation as Unit Operator agrees to file
with the 0il Conservation Commission an executed original‘or
executed counterpart of the San Juan 24~2 Unit Agreemgnt not later
than thirty days after the effective daﬁe of 'said agreement. ;

| - On the basis of the showing made,vit is respeﬁéfUlly request
1 the 0il Con;grvationACommission, by appropriate ordér, appfove the
' Unit.Agreement fbf the Development and Operation‘of the San Juan .
—24—2‘Unit-Agf§ement at its earliest con#eniéﬁce. o
. At this pdint‘I‘would like to'move‘for»ﬁhe entering of
Exhibits 1 through.j in Case 1320 in the record of this hearing.
MR. UTZ: Any objection to the‘entrance of Exhibits 1
through 7? If not, they will be accepted. ‘Does that conclude
yoﬁr testimohy? |
A Thét concludes my testimqny.

MR. UTZ: Are there any questions of Mr. Morrell?

MR. COOLEY: Yes, Mr. Examiner} I have two questions.

BY MR, COOLEY:

DEARNLEY . MEIER & ASSOCIATES
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participating area above the’Mesaverde area will be astablished by

:-Uhits?

‘in thefpartlclpatlng area,> Under Section 11 of the Unit Agreement

|it says "drilling block."

this unii agreement?

A 0il and gas and other bhydrocarbons underlying the unit
area. In otner WOrds, all formations and all substances are
unitized, |

Q' Would you elucidate further on this participating areas
for each formation? I believe I understood you to state that there
would be a separate participating area for 2ach formation lying
below the baee of the Mesaverde., Now, ie that true of each
formation 1ying’above the Meseverde?

A That is correct. The only essential difference is the

drilling blocks of 320 Acres.

Q That's what we are comlng to.

A Whereas below the Mesaverde is by geologlc»lnference, and
tnat's 1mp0351ble to determlne in advanee. |

G What do you- mean by established on the ba31s of °20 Acre

A' That is a definition that is set forth~in'the Unit

Agreement for the purpose of determlnlng the acreage to be included

Q I have it.

A "For participation hereunder as to all formations lying

—shall consist of one-half

DEARNLEY - MEIER & AssoanTes
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13

sestions by governmental survey." The point there is that once a
discévery is made you know by agreement you have agreéd what
acreage would be included in the pafticipating area.

Q This portion of the agreement which you have just read
oontainea in Seetion 11 on page 9 of Exhibit 6, and likewise the
portion which you previously referred to as‘"Acceptable Drilling
Blocks" set out in Section 3 and Section 33, have reference to
participétion rather than spacing? |

A That is right.

Q -And will this unit agréeﬁent be spaced in accordance with
the ules and regulations in effect in the partlcular area?

A The well spaclng is subgeot to all the rules and
regulations of_the 0il Conservation Commission by specific referenc
» to‘thoseVrégulétidnS.;_ | |

Q And if the»GOmmission -

A T might say that those, Enabling‘Aét gnd Regulatiohé”érei
speoifiéd in Section 1 of the Form of Unit Agreement.‘

6 'if fhe comﬁiésion should apprOVe this Unit Agreement-
you woﬁld th c§hsider it an approval of different spacing‘fpr the
: Area inciﬁdéd’in this'unit agreement than that preécribéd,by the
rules and regulatlons of the comm1351on?

A It would be subject to the rules and regulatlons of the

commission. It does permit in'-the dase'df ﬁhe'Piétured,Clifgs

"forggtiQnAghis, a xgll_Qn_l6Q_anreS,_nhiah_Hnnld_he_aacording—with—

. - DEARNLEY - MEIER & AS30CIATES . -
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-

or not,

the fieldwide rules of the Oil Conservation Cormission, would bring

into participation an additional 160 acres for the purposec of

allocation and parsicipation in production under the unit agreement,

but it does not prevent the drilling of a second well, if necessar

| Q Let's assume the hypothetical case, a well is drilled to
the Pictured Cliffs formation»in the southwest quarter of a section
found to be productive of unitized substances in paying Quantities

and entitled to participation in the Pictured Cliffs area. What

|-other quarter section would then be included in the participating

| area as a result of completion on that well?

A You place the well in the southwest quarter. The north-.
west quarter would:then come into participation“in the drilling

blcck specifled to be either the east half or west half of each

: governmental sect*on. That prlnclpally is now in actlve effect

.uhder'the728—7 Unit in whlch there are some dozen Pictured ¢liff

weiis, and further in the 27-k and 27-5 Units, which bave included
wells in the'nofthern end of the Tapicito Pool.

Q Is the Unit Area outlined in Exhibit "A" attached to the

‘Unit_Agreemént in any poOl-establishéd by the New Mexico 0il

Conservation Commission?
A I can nét testify specifically as to whether you have
extended the Gavilland Pool as originally defined to inelude 24-2

The\Lindrith may or may not have been extended eastward

/.

intQ 21}“2.
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@ In any event it is not within the defined lirits of any

prorated gas ponl?

A It is not within the limits of any pr-c\»z‘at@d gas pool, 1
can testify to that.

Q. Should a prorated gas pool be established within the,
ineluding all or a portion or more than the area outlined as a
unit area herein, where a Pictured Cliffs gas pool, in the absence
of é change of spacing for Pictured Gliffs fbr.mation, it would
receive a 160 acre allowable, is that eorrect?

A That is correct, It would receive the normal allowable
yfor the 160 ao;-r’e well in the absence of aﬁy é‘nénge in the ‘prese'nt
rules and regulations. |

-Q You stated a short while ago‘ what the percentage of
eomnutment of the Qorkiﬁg”ihteres‘t had be'en':’,to“dvé.te, but I dldn't :
catc‘h »i't. ~ Would you repeat that please? .

A My jé,tat‘ekmen‘t“_ was to the offect that 85% have signed or
iildicatéd-»their _j;htention to sigr_lAa‘.t»the -
| ) ':Q ’35%:61‘ wdrking interest? |

A ’!!»ipp_z"oximatelj‘r, R yeé.

Q And ﬁhat per éent’ ‘of that 85% is owned by ‘San _Juan or
what ‘per cent o"'f‘t.he‘ entire unit is owned by~ Sé.nﬁJua‘n, the applicam

A I don't: have that figure 'specif?'.cally before me,4 but I

would say the- San Juan R under’:ko‘f;:erating agreements, holds apprqxi-_-

y o

mately sixty-five to seventy per cent,

DEARNLEY . MEIER & ASSOCIATES
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¢ Then at best only half of the working 1ntorest other than
San Juan, the applicant, have agreed to this Unit Agreement?

A Over halfl of them have. The reason for that is that the
interest in the San Juan are by operating agreements only down to
formatioﬁs to the base of the Mesaverde. The original holders of
the lease retain their rights velow the Mesaverde, and to get full
‘commitment to the unit we have to have the rights below the
Mesaverde’committed as well as above. 8o San Juan intefest is only
wiﬁh'reSpect‘to formations at the base of the Mesaverde in most

cases.

Q This SS%COmmitmentisjwith respect to all unitized

| substances? -

A That is correct.

Q. Whet Gommitment do you heve‘with respeet~freﬁ the base
ef\the Mesaverde fo tﬁe'eurfede?;

A fActuai commitmen£ to date I would sey would be in the
neiéhborhoed'of forty to fift};per cent, ﬁe date. It is now being
cifeulaied,Aiﬁ ﬁesksigned by Humble last week.

Q i believe you misunderstood my question; Mr. Morrell.
From the base of ﬁhe Mesaverde to the surface? ‘

| A Base of ﬁhe Mesaverde to the surface?
Q TYes. | |

A I'would say over % has been actually submitted to date

bgQanﬁﬁ_mI_3iﬁ_1a_nnmmlnment_nn_dahe_plns_nhan_la_lnd;aaned_xn
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1ndlcatlons.

N

‘Acreage, onsented to the agreement°‘

be signed. 1n other words, we are not coming before you with a
completely executcd agreement at this time, |

@ TIn the event that the owners in the unitized area or in
the unit area which have not shown their indication of an intention
to join.the unit, do not subsequently do so, would you have suffieci
control of the unit to operate it adequately?

A Wé.will have to have sufficient acreage to retain effecti
control in order to_?eéeive approval from the Director of the
Geological Survey.

¢ What percentage would that be, Mr. Morrell?

A Approximatély eighty to eighty~five percent.’ Ndrmally
‘that is not onrpercentage albne but the 1océtion of‘thé‘aereage
w1th respect to the Unit Area.

- Q Have the Fee Royalty Owners consented to thls Unlt  ”_
Agreement?

A We:haQéfnot>approached them aS»yey.. We<have discﬁsSed.it

with some. There is one or two we have already received favorable

Q But none of the Fee Owners have signed to date’

A Actually signed- no.

Q Have any of the owners, that term is technlcally deflned

"wdfking'Interest'Owners" what it actually means is on the Fee

DEARNLEY MEIER & ASSOCIATES
INCORPORATE
Gsm_mu. "LAW REPORTERS
ALBUQUERQUE. NEW: MEXICO
_ 3-6691 5.954
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Palmer lease in Section 1, which they hold working interest. San

Juan holds.
Q@ Any other working interest owners other than San Juan on
patented acreage consented to this agreement?
A. No, we have under discussion’with Magnolia, but they have
not indicated finally whether they will joir,
‘_MR. COOLEY: Thatts all the questions I have at the
present time, Mr. Examiner.
- MR. UTZ: Any one'else have any questions of Mr.'Morrell?

BY MR. NUTTER:

Q Mr. Morrell, you said that 8&5% of.the’ﬁorking‘interest

had_signed’or indicated that they would sign. Then 50% have actuall

'signed?

A ,Ye§.‘ We have, it's-undér; being Circulatéd currently at
this time for Signature. B |

Q  How long will it be before you have 85% of the working
interest héve'actualiy‘signed?

A 'Thatkis one of those indefinite duestions‘to answer. We

|hope within the month, and that is the reason for the request of

the Hearing now. Knowing the normal course of procadure of the
comm1531on it might take two or three weeks for approval. We'will
have those Glgnatures by the “time you have your order, so we'll be

able to send 1t in 1mmed1atedly for approval of the Dlrector. The

reason for special unic agreements ;§vthgt the obligation wells will

DEARNLEY . MEIER & ASSOCIATES
INCORPORATED - .
GENERAL LAW REPORTERS '
.. ALBYQUERQUE. NEW Mamco o
3-6691 5.954 -
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Naommenoe as of tho fival day of tho menth Uhe axrosaent, is approved)
I we have comwanoed a well in iy Hovomber, tho agreemont beocomos
affectivo the first of Hovembor, wo will then raceive eredit for
that well as an oblipation well,

Q. Will the Director of the United States Geologloal Survey
approve the Unit on the basis of indications ﬁhat working interest
owners might commit their acreage?

A Neo, they are only approved by actual percertage of
exeeutipnxlettérs. The commitments would nave to be mede in
writing.

Q’kI.see.' Now, yoﬁ;said that you have;‘oh this unit érea
there had>beeh fifteen wells-already_d?illéd? |

A That is right, |

Q how‘many'df.thosé wells have actuallyibeen completed as | DR
; prdducing wells? |

,A»’Let me get my table so I don't’give'YOﬁ a wrong statementy.
Fivé. |
And how many_ofkthem have béeh plugged_as driil‘hbleS?”‘

-I know of only four specifically'that‘have been plUggéd;

1Out. ofithe'fifteen wells?

> o > O

- Qut of the remaining ten,kthe'others are in the status of
| temporary abandonment;, several of which may be reworked and be
‘sucoessful completions. fThe diftficulty in some of them is the .

‘z«~ \ 3maLLer_n£_shu&Lina_a£iLIhs_maLgz_£rQm_nhﬁ*Eianrsdfﬂliﬁfshinrmax;;ulh____

. ' ‘ : E . DEARNLEY . MEIER & ASSOCIATES
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@ I sece. HWow, Joes this Uit Agreenent provide for the
climivat.ion of any acreaze in the Juit Area --

A 1L does.

¢ = from the unit, if therec is no production or drilling

activity on some certain date?

A Within a certain date and that is the reference to Section

2(L), as set forth in Exhibits Two and Three filed with this record
and that eliminatién may be briefly described that all legal
subdivisionvothO acres or governmental lots are not>entit1ed to bg
in a partiéipating areé within five yéarsraftér the first day of |
ﬁhezmonth following the effective date éf the establishment of the
iﬁitiél participating area, first iniiial participating areai
»established uhder this unit agreement, shall be automatiéally‘
-elimiﬁated‘ﬁnless*at the end of the five year périodidrilling
'operatiﬁns-are.then infprOgréss and are continued, allowing not
ﬁoré‘thanthé’90 dayis‘time‘between the completion of one welljahd’
the*cdmmeneement,;f thg succeediﬂg well, fﬁr a period.of an
additional five years. |

Q Mr;~Morféll,isome.of these Qélls already completéd as
produding'wells,'would’they'be.judgéd being capable Qf{pfoducing
uﬁitizedfsubstances in paying Qu;htitieg and admitfed to &‘»
§érticipa£ing’Area?i

A Only after being reworked and tested and proven as paying

Quantities, as identified in the ==

DEARNLEY': MEIER & ASSOCIATES
INCORPORATED
. GENERAL LAW REPORTERS
ALBUQUERQUE. NEW MEX!CO
3°6691  5.9546 .
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¢ You mentioned some potentials on the wells raﬁge from
eight hundred forty te twecrty-nine hundred and some?

A ‘That is right.

Q¢ Are those wells cnpahle of producing in paying quantities]

~A. That is the intention of the Unit Operator at this time,

¢ So a Participating Area could probably be established in
a relatively short time after the --

A Tt will be established effébtive as of thé»efféetive date
of tﬁe Unit Agreement. because the Unit also providés phat wéishall
submit for the approval of the commission prior to the approval of
agreement an applicatibn’for’the initial Participating Area which
willibe effectivé‘as of the effédtive date of the Unit Agreement.

Q 1In other words, this_adreage elimination clause of five

fyears;would aqidaliy, in effect, e five years from the date the

unit is approved?
»AA» Thattis‘COrreét. ’ _ s
‘MR. NUTTER: That's all I have.
A i.might\go one sﬁép‘further fqr your information. In

connection with the espablishmeﬁt of pérticipation on drilling’\

blodks; we‘fecognizé that‘in this type of formation a-drill hole of
"|five or seven inches in diameter éutting the formation may be

'7considered to pro#e or -disprove only thatfimmédiéte area, and

préviSion is made that even though a drill hole is, or a well not .

DEARNLEY - MEIER & ASSOCIATES
INCORPORATED =
GENERAL LAW REPORTERS
ALBUQUERQUE, NEW MEX;iCO
3-6691 5-9546




drilling block, a second well drilled on that same drilling block

that is capable of producing in paying qQuantities will include the
entire 320 in the participation.
MR. UTZ: Doaes that complete your answer?
A. I think so.

MR. UTZ: Are there any other questions of Mr. forrell?

BY MR, DOGGETT:
Q 1 would like to ask Mr. Morrell if é separate Operators
Agreement has been prehared?
MR. UTZ: Mr. Dbégett of Magnolia.
A A Unit Operating Agreement has been prepared &es,jbut it
is not submltted for consideration of the commission in. this case.
Q Do you have a copy available to submit to‘us?
A Not at this time, no.
‘MR. DOGGETT: Thank you.
BY MR. UTZ° |
Q Mr. Morrell I belleve you stated that there were flve
weils completed on thls unlt as of today, is that correct?
A Five wells capable of produclng in paylng Quantltles°
Q Yes, sir.
A Yés, sir.v,, - B - o

"Q Did you have the openiflOWS on those wells, is thaﬁ listed

kon your Exhibit 77

DEARNLEY - MEIER & ASSOCIATES
INCORPORATED
3 GENEF. AL LAW REPORTERS
ALBUQUERQUE: NEW MEXICO
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tests, peto-tube -~ not pete~tube but three quarter inch.

Q éﬁgjtxhest?

A Chock test, made by cither San Juan Gas Corporation and
or Pacific Northwest Pipe Line Corporation.

Q None of these wclls have been connected?

A None of these wells have been connected to date.

Q@ You have any idea ‘how long it will be before they will be
able to have pipe 1ihe_facilities in this unit?

A Wi£hin‘24-2 I wish T could ansker that quéstion for you
now;  Wi£ﬁin‘the adjoining unit ghey are immediately undér con;
| struction of a pipe line fdr‘cbnnections. It is anticipated it
#ill’be not mofé than a’mbnth or twé-béfofe ve gét connections in

k-2, 'COnﬁedtions are‘ﬁdw availéblé within a mile or mile and a
half of the westernmost oounary of the A~ 2 unit. ;

Q Have you made any purcha51ng contracts yet9‘

A: Saanuan Gas Cdrporation has, to it's lease hold‘ihﬁérest
'5‘has’QAde‘contrécttwiéh"?écifid’Northwest‘Piﬁekxine Corporation in
September, 1556. | L

| Q@ And it is the E1 Paso Llne that is w1th1n a mlle and; a
haif of thls area now, is that right°

A  That is r:.ght. ’

-Q It hay be some time before Pacific can connect tb’these

wells or there will nhave to ve a trade of scme ~=-

J_Ihma_mdmmm;wagmmennwlfm
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lthe 3pacing in this unit, that is the quarter section, so as to whig

‘|Pictured Gliffs welis,in the southe. -t quarter ahd;nofthWésﬁ quértgi

‘,of each sectlon.

~tin your 20 acre block type dedication to partlclpatlng area, some

Northwest that El Paso might éxtend it*s line for and on behalf of
Pacific Northwest.

Q Do you have any geological information that pertains to
the Mesaverde and Pictured Cliffs formations, that is contours, et
ceteora, %vailable for this unit?

A Meaning as to the determination of the boundary of the
unit area?

Q Yes, sir.

A The boundary of the unit areca was established on the

basis of block type and had no relationship with respect to geology

Q Do you have any recommendations or any intentions as to

the wells will be located?

A Thé*present'préctice in the develbpment_isvto drill thé

Q In your opinion would there be some danger in 1nclud1ng

dry acreage in the off 160 acres?'

A If it was 0il T would w1th gas and ‘the type of formatlon
and the drainage that will take p}aCe, I don't'see there would be
too great a‘danger,‘partichldrly on'the‘basis of my previduS“

statement that a dry hole may necessarlly only dlsprove the

the 1mmg§ig§g ;g;n;;z thgggpaznlgnlax bgne hgt,ge

—
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MR. UTZ: Any further questioﬁs of Mr. Morrell? If not,

the witness may be excused. Are there any statements or any -other
(Witness excused)

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO 5 >

I, MARIAWNA METER, lNotary Public in and for the County of
Bernalilio,'State of lew Mexico. do hereby certify thatkthe |
foregoihg and attachud Transcript of,Hearing'before'the New Mexico
OilfConsefvation Commission was reported by;me in Stenotype and
reduced to typewrltten ‘transeript by me and/or under my personal
féﬁperv131on° that same is a true and correct recard to the best of
my knowledge, sklll and ablllty. | | |

WITRESS my Hand and Seal, thls, the/ﬁé‘zﬁ(y'of October,v

» 1957; inithe‘City’of Albuquerque, County of Bernalillo,-State of

New Mexicoo

<

ENOTARY‘ PUB%’ c

April 8, 1960. 7 x aymueety sertity i e farogoing ia
N "m«* %‘@ feww tf‘ arhags in

My COmmiSSion»Expires:‘

matters pertaining to Case No. 13207 If not we will go to Case 132]

DEARNLEY MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS _
ALBUQUERQUE, NEW MExxco
3-6691 5-9546




P. O, BOX 933

PHONES: MAIN 2.8230
OR MAIN 2.0420

FAIN arppe - o
FFICs ope FOSTER MORRELL
o ‘ PETROLEUM CONBULTANT . /
JQ’J{' C?tp R NICKSON HOTIL BUILDING R
bt {3 o] g
Fit e 51 RosweLL, Nrw Mexico (’; A / : //

v / s
Seplember 3, 1957 ‘ /(_ fird
A i ) ;o L
‘ z", . i » 'H -1

il
Mr. A. L. Porter, Jr. » “;ﬂ“z“
0il Conservation Commission ’
P. 0. Box 871 '

Santa Fe, New Mexico

Re: San Jjuan 24-2 end 25-2 Units .
Rio Arribe County, New Mexico

Dear Mr. Porter:

f Transmitted herewith are three copies each of the proposed unit
agreements for the San Juan 24-2 and 25-2 Unit Areas, Rio Arriba County,
New Mexico, with Exhibits "A" and "B" attached.  San Juan Cas Corporation
is "the unit operator. , ,

. The Acting Director, U. S. Geological Survey, by letter dated
October 5, 1956, copy attached, designated 19,496.76 acres of land in
"T. 25 N., R. 2 W., N.M.P.M., as a logical unit, to be known as the San
Juan® 25~2 Unit Area, and approved “the form of unlt -agreement. By letter
dated December 4, 1956, copy attached, the Acting Director dess gnated
10,747.42 acres of land in T. 24 N., R. 2 W., N.M.P.M. as a logical unit,
1o be known as the San Juan.24-2 Unit Area, and approved the form of unit
agreement | .

"San Juan Gas Corpora b:Lon hereby respectfully requests- the ap—
‘proval of the unit agreements by the 0il Conservation. Commission of New
‘Mexico, and for such purpose petitions said Commission to enter these
~ cases on the docket for hearing at your earllest convenlence '

Very truly yours,
SAN JUAN GAS CORPORATION
FM/as - _l_o.b‘\&\fk’)e\f\:,&\

Enclosures E F\sster Morrell R
Its Representative

ce: ‘Mr. E. Alex Phllllps _

‘ ‘San Juan Gas Corporatlon
300 Shell Buiiding
“Tulsa, COklahwoma




" ATALY REFER TOM

UMITED STATES
DEPARTIMENT OF THE INTITRIOH
GLOLOGICAL SURVEY
WAGHINGTOR 25. 12, C.

Atr Matil ST
Mr, Foster Morrell
FPost Office Bux 933
Roswell, Bev Mexlco

My desr Mr. Mcrrell)!

Thia will supplemsnt S8urvey letter of Jamwxy 11 rsfcrrmg
to your letter of Janudry 7 ss to section 2(e) of the San Juen -2
and Sthm.n 25-2 unit forms, Kew Mexico, heretofore approved.

Our lstter inadvertently failed to provide f& thw two
, diffcrcnt bases of participeting arees for formations above sad
: - below the base of the Mesaverds. We bhave rewritten the first
: sentecce of 2(e) a2 originelly approved by letters of Oetober 5, 1956,
i : and December &, 1956, and bhave sdded a now sentemce in arder to muke
i appropriste provisions for the sutomaiic sliminetion intended wnder

AN et o e 2 pae e e

D S © said subsection when paxr-ticipating aress predicated en the two dif-
A S : _ ferent hases may be in existenss. e belisve this revisiea will
ST e prevent camplications s»d will reconcile workabls prosedures incident
to the two different bases. Yor sonvenient rtfma, the revised -
language is enclosed oa & separate sheet. All of section 2(e) as
originally approved, except the first sentence thtuot, will remeain

unchanged..

o [ 9
AR A AR Yo, ATV N A
!

Survey leiters of October 5, 1956 for Sen Jusn 25-2,
December &, 1556, for San Juan M-2, and Jenwary 11, 197, for
"both units are hereby nodiﬁod &ccardiugl:

- Sincmly yours, v

Acting Pirector

Enclosure

L o dxans
A Chse o, 1550
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(ir,  AlY Nepad saibdivisions of u
3
A

Guvernnent suruey or fin nnarest

nlntued lands [toe., 440 acres by
ol or Lract equivalent I o inslances of
{rrepular aurveyy, however, unusually 1arge Jotls or teacts she)l ve con-
gideret dIn nmuitiples of 40 nerves, o» the nearest aliquotl equivalent thereof,
for ne purpnse of ellmination under ihis gsubsectlon), oy Drililng Blocke

as defined in thig agrecment, {whicheve: =8y be appiiesble) ne perts of

whieh are entitled to boe in v papticiysting ares withir five years aflter

the first day of the wonth following the eflfectiive date of the fdirgt inltisal
participating eres established under this unit agrecment, shsll be eliminaled
automatically rom this agreement, effectlve ss of vhe Mirst day therecunder,

and such lands shall no longer ha g par{ of the wnit area znd shall no longer

be sublect tc this agrecmenti, unless at the expiration of gaid S-year period
diligent drilling operstions sre in progress on unitized lamds not entitled
to psrticipetion, in which ovent all such lands shall remaln sublect hereto
fop 80 long as such drilling operations are continund diligenily; with not

more than 90 days' time elapsing between the completion.of one such well and

“the commencement of the next guch well, except that the time sllowed be-

tween such wells shall not expire sarlier than 30 doys after the expiration
of any period of time during which drilling cperstions are prevented by a
metter beyond the reagonable control of Unit Operstor as set forth in the

sectionhercel entitled *{Unavoidsble Delay"; provided that sll legsl sub-

divisions.of lsnds or Drilling Bloeks not in a particlipating eres and not
entitled %o become participsting under the applicable provialons of this
agreemwent within 10 years sfter said first day of - ihe month following the
effective-date of said first inltdal participating area shell be eliminatea
as above specified, In event of overlep of any iwo parilcipating arcag on
dirferent bases, f.e., the Drilling Block bzsis for formations above the base
of the Mesaverde or the subdivision {or aliguot part therecf) basis for for-
mations below the Meeaverde, as prescribed in ihis agreement, he subdivision
basis of elimination shall apply only to-lands not overlapped by a Drilling
Block entitled to partlcipsation.




UNITED STATES

DEPARTMENT OF THE INTERIOR
GEOLOGICAL. SURVEY o o
WABHINGTON 28, D, C. FociveD ot N

Alr Mail

N e v s S e

JAN 11 1857

Mr, Foster Morrell, Agent
San Juan Cae Corporation
Post Offfce Box 933
Roswell, Hew Mexice

My dear Mr, Morrell:

deerence is male t¢ your letter of January 7 requasting
modification cf the ].a.ngmge of secticn 2(e) ns approved by Survey
letters cf Cefcber 5, 1956, for San Juan 25-2 and December k; 1955,
for Sen Juwr 4.2, Yoo requested authorizatior te use the sme lan-
ruaze heretofore app oved for tha San Juan 26-8 urit,

We agree *+"a’ the 2(e) language approvel for San Juin 2k.2
and 25-2 units i3 probably not suitable as to the wcresgs subdiviasions
for lands to be eliminated from block-type units, However, we think
the lease basis you suggested i¢ equally inappropriste, Accordingly,
we think the following quoted change will be more realistic and,
therefore, much more appropriate because it will put elimination on
& block basis in conformance with the perticipating area selections..

_ Therefore, the portion "All legal subdivisicns of unitized lands
{4,e,, 40 acres by Govermnment survey or its nearest lot or tract
2quivalent in instances of irregulaxr surveys, however, unusually
laprgs 1ots or tracts. shall be comsidersd in multipleac of 4C acres,
or the nearest aliquct equivalent thereof, for the purpcse of elimi-
- nation under this subsection), * *# #." gt the beginning of section
- 2(e) as spproved should be changed to read as follows: “Notwith-

" standing any cther proviaions of this agreament, all drilling blocks,
* % %" Then for consistency, the words "legal subdivisions of lands®
near the ‘beginning of the proviso in the first pnm;nph of 2(s)
should be nplaced with the vords *drilling blocks",

‘ The iwo lattera specified above are hereby modlfiod accoed-
Cingly.

Sincerely yours,

A OGN /M&/{f‘b\-

Actisg pirector

o , A\i{éf// :‘;
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- oce UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY
WABHINGTON 28, D. C.

Foster Horrell, Agent

San Juan Gas Corporation o DEC 1 50
P, 0. Box 933
Roswell, MNew Mexico : Rt “0iveD o 10

Dear Mr. Morrell:

Reference is made to your application of October 22, 1956,
filed with the 01l and Gas Supervisor, Roswell, New Mexico, requesting
the designation of 10,7h7.12 acres in Rio Arribs County, New Mexico,
as an gsrea logically subject to exploration and development undsr the
unitization provisions of the Mineral leasing Act, as amended, Three
coples of a proposed form of a,greemant wore submitted for preliminary
approva.l. o i

Pursuant to the regulations of‘ December 22, 1950, 30 GFR 226.3,
the following land is designated as a log,ical unit area to be known as
the San Juan 242 unit area:

Ts 21{ NQLRQ 2 Wy N M.P.M., RIO ARBIBL COUNTY NEW MEIXICO

Sece 1, :loté 1,é;3,‘lx, sgi S (all) - g?d%!z

Sec. 2, lots 1,2,3,&, S (a.L‘l) 649,60
Seco 3, lots 1,2,3, § E3GWE, SEX  LB7.50
Sec, 10, E3 . 320.00
Secs. 11, through 113, 1usive (all) . 2560,00
Sec. 15, E _ 320,00
Sec. 22, E 320,00
Secs, 23, t.hrough 27, inclusive (all) : 3200.00
Sec. 33, S 320,00
Secs. 3, 35, 36 (all) : : ) 1920,00

Total 1o,7h7 L2

'I‘he proposed test program, a minirum of five wells to be com—
pleted not later than November 1, 1957, one of which shall adequately
test the Mesaverde formation, two of which shall be:exploratory wells,
and al of which shall be drilled to the Pictured Cliffs formatiom, is
deemed acceptable. The proposed form, which substantially follows the
standard form as modified in other New Maxico un't agrszasiis hereto-

o fore: anproved w1 kg accaptudle it altered as indicated by colored
- pencil notations., Une copy So marked 18 e tuwrned herswith, ore copy

is being furnished the 01} and Gas Supervuozj,' and one copy is retained,




o

In the auaence of any oblections not nww apparent, & duly
~executed agreement lden

epproved if submi tted w
notice is hereby given
of any executed agreeme
nave the full conmitmen

tical with the above ~menticned form will Dve
jLhiin a reasonavie period of time. Bowever,
that tne right ia reserved to deny approval
nt submitted which, in my opinion, doee not
t of sufficient lands to afford effective

control of unit operations.

When the executed agreement is trans-

mitted to the Supervisor for appr

oval, include the latest status of

A

all Federal acreage showing the current record owner of all leases,.
Very truly yours,

Moting Director

Enclosure
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Foolsy Morrell ) spant

Ser Jwrr Ges Corperation i
P, Cu Box w33

Kogwall, !eaw laxico

Deexy lx. liorrally

#efeorance is mede Lo your winlicelion of Moy 9, 1956, filed
with, the 031 arc Ges Supervisor; Loocwell, '.ov Fexico, requestiry Ue

desigretion of 30,xi41” texes in Lic ,ulu,c Sow tyy !ew Kexies, &g un

wres logically subject w expioreticr «nd deveionmenl urder the urdti-
2&lior nrovisiors of .tie Minerel lewsirg xct; ws wnerdsd, Iy letior of
august 9, 1996 you wmended tie wonlicetion by 1educirg tie oripined
wersage from 30,244,158 weres W 19,496.74 weres wnd subtmitied thres
copies of « proposed fornm of wugreemer.t for preliminexy: epprovel,

~

‘ Fursuat to the ;’L”ulz;‘tiorns of Decamber 22; 1950, 3¢ CF’R <2G, o35 : e
the. following lard is dab‘"x.z.teo s8 & logicsl urit wee to be known es ' \
uw Ser Juwr 5z wit ereds ‘

L. 2582 s b ol bina BIQ ABKTHs (QUL LY, 1 MEXI
. L . ALLQE T
‘Sec. 1, lot-:, 1,{,3 4s S/« i /2, 8/2 éull 640,22
Seco 2, lots 1,%,3,4s S/7 1 /2, S/2 (w11} ' 641.52 -
Secs 5, lots 1,2,3,4, S/2 % /49 8/2 (811 642,12
Sece 4, lots 1,2,3;4, S/2 /%, b/z (un; 641,16
Sac. Y, lote1;2,3,4,-8/21./2, s/2 {«11 0. 24
" Sec. 6, lots 1,2.3,4, (&1l frac, aecqg\ 185,16 -‘ : :
Sec. 7, lots 1,2;3,4, (411 fruc. sec. - 195,34 - . : .
Secs, < through 17, (11} ’ . 64400600 S
SBC; l), lots 1,253:‘/?5: (ﬁl fl LT 5 »se'_-»-;} ."/6 }6 )
Sec. 19, lots 1,2,3,4, (&1 frec. ssc.) 136,76
Secs, &L through 29, (ull) - 6, 400,0C
Sec. 30; lota 1,2,3,4, (eil fruc. sec.) 137.32 '
Secs, 33 trrough 36, (a11) ‘ 296000
“Totel - 19,496.76

The nroposso tesl program; & minimm of texn wells to be drilled
Gu ‘:r-;_ culender yewr 1957 to test the Pictared Cliffs formation, et lsest
four of which shall be explorutory wells and one of whick: shell sdequstely

G .l e ?F‘/ |
. ; il . -
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tast the leswverde formutior; is deemsd wecepteble., The propossd form;
which substerticliy follows the aterdird form ws modified 4n other ?sw
Mexicoe unit wgzeenmsrnts horetofore wpnoroved, will be wcceptubile i nodi-
fled os irdicuted by red pencil rottiors. One copy so . merked le re-

turnec herewith, one copy is being furi ished the 031 «d Gus 3uparvisor,

arid ore copy is bedr; retuired,

Ir ths sbiserce of sy objactiovs rotl now spourert, « duly
execulod wyreome: L ldonticel with the ctove mentionred form will be
upprovec if sutmitted within &« rewsorable »neriod of time, However,
notice 1s lrereby giver .rat the ri, it is 1rcserved Lo dery woprovel of
any executed syeeiner t subrilted whicl, L my opiirior, does not heve
the full comiteen t of sufficient l.rds o w«fford effective control of
w it operactiors, e the executec o eenent is trursuitied to the
Superviscr for winrovel, irclude the lutest siutus of o1l Federel were-
wge showir  Ue curent recorc owrner of «1i lewses. :

VYer:; wuil rowrs,

: 41ing Director

N
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In repl raler to;
Unle Blvision

Myr. Fositer Morrell
Petroleumm Consultant
Nickson Hetel Building
Roswell, Nsw Mexico

" Re: San Juan 25-2.Unit,
Rio Arriba County, New Mexico

Déar Mr. Morrell:

'g' : This Is to Inform you that our attorney on April 16,
g ' 1957, approved your San Jusn 25-2 Unit Agreement as to
' ' ~ form and context. _

I wish to call to your attentlion Tract No. 41 which
: should be corrected to show E-121lj, Assignment No. il
T ' . and the record owneris San Juan Gas Corporation; Tract
! ‘ 2 corrected to show E-121k, Assignment No. 13 and
3 ’ thc record owner is San Juan Gas Corporation, :

1 -

: o Sar Juan Gas Corporstion spudded a well on the

S : SE/ly SE/l of Sectifon 36, The New Mexico Ofl Censzrva-
tion Commission form C-101 was approved February 28, 1957,
~howevar thzrz has heen no further report on this vell

y
(S A

s o 7 - , Very truly yours,
' o : : "MURRAY E. MCRGAN
: B Lonnissloner of Public Lands

MEM:MMR/m
cc: OCC~Santa Fe

By:" Ted Bilberry, Su grvlsor'-
o Oil and Gas Department




AN D UAN QA CORVORAVION
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BBt Rr £ FAKSONNIE |- 1R 30}\"’31!3».! 9' 1957

FHoN AL 13 AGKING HECKPT A RN

Drector of Geological Survey
iepartinent of loterior
¥nshington 43, D, C.

Thrus Regions! Oil & Gas Supervisor
Roswell, New Mexico

Re: 3an Jumn 25-2 Unit Area
Fio Arriba County, New Mexico

Dcar Sir:

Reference is made to yourz letters of October 8, 1956, January
‘11 and 18, 1957 relating to and approving the unit area, the form of Unit
“Agreement and initial waell obligations for the sublect uait area, Sen Juan
- Gas Corporation is designated as unit operator,

o Unforeseen delays beyond the control of the San Jusa have pre-

~ ventad completion of execution of tha Unit Agreement for submission for

flosd approval, as explained during a Conference in Washlagto::, sn
September 6, 1957, with Mr, H, J. Duucan and Mr, I, M, Piixnion
representing the Geologicel Survey, and Mr, J, H, Trescot of "linc “
Molybdenum Company, tentative partners of San Jusn, My, Foetwr ~iori3zll,
‘Consultant for San Juae, and the undersigned, ,

Because of the delays, the jime interval for the Test Program
specified is now unresliistic and a change hecomes necessary, [a accord
with the discussion at the above mentioned meeting, and ia the absence
of any objections, we will substitute in the oub}cct Unit Agreemeont the

following cha;u in language:

(1) Section 10t The welle specified {n the Test Program
ghall be ¢ commenced withia one year from the sffective /}
date of the Unit Agroement, ' :

(2) Saction 20: The begimming of tha first sentence 0 read;
"Upon approval by the Commissioner and the Directer,
or thelr duly suthorised nprnnuuvon. thiz Agreomens
shall become sffective as oi the firsi -iy o s me=tt iz

which it'is approved by the Diyecter... : )
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N gt

Sepissober 9, 1957

Waskington, D.C,
Thru: Raglonal Gl & Gue Supsyvisox, Raswoll, Neow Meuice

Your ackuowledgment of this letter will be sinceresly appreciated.
Yery truly yours,

SAN JUAN GAS CORPORA TION

o E Ll \DRML e

Freaident

EAPiwe

- ~ vy
P
RV et
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San Jusn Gas Corporation 4
360 Shell Building ‘

Tulss, Oklahum

Gentlemen:

Reference 1s mude to your letier of September 9 requesting
official confirmation of winor changes in sectionskiG and 20 of the
San Juan 25-2 unit agfeament,‘ﬁey’Mexico. The changes you havel
specified in your letter asxitéms.l and E‘are5gs hentaiivély agreéd'
in conferencé vith"fepfesentatives of the Conservétion Mvision on
Septerber 6. According]y, no obdectiou w111 be offered to said
changes. Conseqqently, Survey letter of: October 5, 1956 is hereby
modified to that extent. .

Very itruly yours, -

ﬂ’W







BASIC WELL DAT
SAN JUAN 25-2 WNIT
IO ARRIBA COUNTY, NE

Well Gr.
Sec. 1/4 3/4 Operator No. Elev. Spudded Ceased

% 3 SE S£  San Juen Gas Corp. - 3-D 742, 8-~13-56
i 9 NW NW  Greenbrier , ] 7324 12-16-51 1~ 9-52
: 9 SE SE Greenbrier - 1 7305 8- 6-51  10-31-51

10 N¥ N¥ = San Juan Gas Corp. 10-C 7433

#11  NW  NA  San Juan Gas Corp.  11-C 7363 8- 3-56

e ®11 5% SE San Juan Gas Corp.  11-D 7337  5-19-52  6-25-52

it 120 S§ SE T SaE RBHGAn Corp. 120D 7452 HE 250 SRR E
*~13 NW SE  San Jusn Gas Corp. =~ 13-D 7447 9-12-56 15;19‘56 -
* 14 SW NW  San Juah'das,cbrp; 14-C 7350 1052048 7_15<49 - w7
.} *L S SE Sen Jusn Gas Corp.  14-D 7333 7-10-52
*15 ¢ _ME Sen Juan Ges Corp.  15-D. 7308 - 1l- 7-50. . 12-17-50

¥

Cyprus 0il Co. i S 6

=

.15 SE 21-52

16 SE  SE Sn Juan Gas Corp. 16-D 7246 © 5- 4-56 5~ 9-56

NOTE: o - | o |
% Oas well capable of producing in paying quantities and included in ind b
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TABLE 1 |
A BN
' AREA
W MEXICO-
Lowest
: Top Prod. Formstion Status
s T1.C. P.C. Intervel Tested Remarks _
L3710 3564 3572-3584  BC TA B 3592
L3805 PC TA
5806 3556 3562-3621 MV “TA DST 600 MCF/D
Drlgl
3656 3480  3490-3504  PC as1 AOF 737 MCF/D. Test 2-15-57
13535 3480 3481-3535 - pr GS1 AOF 725 MCF/D. Test 7-31-52
i Formerly Cyprus #1 Davis.
3620 3521 PC Drig.  Fish stuck in hole |
3675 3512 3527-3560  PC GSI AOF 1400 MCE/D. Test 4-6-57
392 3416 Lewis  GSI AOF 450 MCE/D. Test Sept. 1956
Formerly Garéner Peir. Co. #1
Dunhsam :
3528 3400 - 3425-3528 PC GSI ~  AOF 345 MCF/D. Test 9-10-52
‘ ' ' ‘ : Formerly C. L. MeMshon #1 Koon
3575 3476 3478-3555 PG GSI AOF 560 MCF/D. Test 4-8-57
S o Formerly A, G. Hill #1 Gardner
3672 3600 PC TA | |
3558 3476 34763548 PC TA To test Farmington ss.

{al Plctured. Cliffs participating area, effective ___~ ' , 1957

S
e
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BASIC WELL DATA

SAN JUAN 25-2 UNIT
RIO ARRIBA COUNTY, NEW

s

Well Gr.
See, 1/4 1/7 Cperator No.-  Elev. Spudded Cenaed
#22 SE NN San Juan Gas Corp.  22-C 7215 11-25-56 12~ 1-56
%23 NE SE Sen Jusn Oas Corp,  23-D 7369 11«30—56 1- 9-57
fr %W © N¥  Sen Juan Gas Corp.  24=C 7419 7- 4=56  7-11-56
S0 # 24 SE SE  San Juan Gas Corp. 24,~D “ 7424 7-25-56 7“31~56iﬁ
x25 NN NK  San Juan Gas Corp.  25-C 7457  8-23-56  8-30-56
%26 W SE  San Jusn Gas Corp. 26D 7421 4-26-56 5 356 -
28 - NE S& R. & G. Drlg. Co. : 102 7206 4-20-56  5e13-56
8 MNE SN R&G. Drig. Co. 112 7200 52456 6= 656 o
33 s SE  San Juan Ces Corp. 33-D 7219 3‘30456 ;~‘5*56 .
34 % NW | San Juan Ges Corp. 34-C k 7248 4- ,§'56‘ -‘1,-13-56;.‘1’.
€3 %36 SW. ¥ Sen Jusn Gas Corp.  36-C - 7343 11-30-50  1-10-51
36 SE  SE  San Jusn Gas Corp..  36-D 7399 3= 5-57
'NOTE: , SR SR
% Omg well capable of producing in paying quantities and included in init¥




TABLE 1
I Page 2
AREA |
! MEXICO
’ _ Loweat
) Top Prod. Formation Status
: T.D. P.C. Interval Tested , Rewmaris o
3371 3415-3452 PC GSI AOF 954 MCF/D. Test 12-7-56
3358 3364-3460  PC GSI  AOF 3700 MCF/D. Test 4-6-57
3472 3512-3522  PC as1 ACF 5300 MCF/D. Test 4-6-57 3
3505  3506-3522 - PC GST AOF 4150 MCF/D. Teat 4-4-57
3500 3500-3505 PC  GSI AOF 1540 MCF/D. Test 4-5-57
3490 -3536-3542 PC . GSI AQF 1330 MCF/D.  Test 4~5-57
3404, PC TA PB 3475
g PC A
V% 347 3343 3377-3392 FC TA  Est. 50 MCF/D & 10 BWPH R
g v a - PB 3400° BT L e
L 3455 3376  3378-3432  PC A | | -~ |
5 ‘_ g S t
€ 3495 3418 34%4-3482 PC GSI AGF 300 MCF/D. Test 4-7-57 }
b; o . Formerly A.G. HI™V #1X :
43612 3474 : * Drig.
4 ~ .
i
&
~ Fal Pletured Cliffs participating area, effective , 1957
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Ol CONSERVATION COMMISSION
P. 0. BOX 871

SANTA FE, NEW MEXICD

October 22, 1957

¥r, Foster Morrell

Pooo Box 933
Roswell, New Maxico

Dear Mr. Morréii:

We enclose two cobies of Order H-2071 and R-1072 issued
October 21, 1957, by the 0il Conservation Commission in Cases 1320
and 1321, respectively, which were heard on October 4th at Santa-Fe.

Very truly yours, - : , : ' [ - . "‘ (_4;:_;

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

Encls, =
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(,)y’ N i BEFORE THE OIL CONSERVATION COMMISSION
o OF THE STATE OF NEW MEXICO
IN THE MATTER OF THE HEARING _ _ - >,/ | e
CALLED BY THE OIL CONSERVATION . . (,/ LI

COMMISSION OF THE STATE OF NEW
MEXICO FOR THE PURPOSE OF

CONSIDERING:
CASE NO, 1320

Order No., 7 7/

THE APPLICATION OF SAl JUAN GiS CORPORATION

FOR THE APPROVAL OF THE SAN JUAN 24-2
UNIT

AGREEMENT EMBRACING - 10,747
ACRES, MORE OR IESS, LOCATED IN TOWNSHIP

2, NORTE, , RANGE _ 2 WuST,
NMPM,  RI0 ARRIBA COUNTY, NEW
MEXICO. ’

; ORDER OF THE COMMISSION
BY THE COMMISSION: ‘ ’

This cause came on for hearing at _9’ o'clock _a.mam, on Qctober 4,
19_57 at _Santa Fe, New i ', New-Mexiee; before . Elvis A, Utz, bxaminer,

duly appointed by the New lexico VO& Conservétion Conmission, hereinafter

referred to as the "Commission, ",/ in accordance with Rule 1214 of the Com-
' 77 — ) '

> . mission Rules and Regulations.

NOW, on this day of OCt. 19 57 _, the Commission, a quorum being

present, hav1ng considered the the applicabign, the e]”dence addnced and the

recommendu=tions bf t he Examiner, Elvis A. Utz,
and being fully advised in the premises,

FINDS:

. (1) That due public notlce having been g:s.ven as requlred by law, t.he Comm1531on
’ has Jurlsdlctlon of this cause and the subject matter thereof,. . .

(2) That the proposed unlt plan will in prlnclple tend to promote the conservatmn .

of oil and gas and the prevention of waste.

IT IS THEREFORE ORDERED‘

(1) That th:.s order shall be known as t.he
SAN JUAN ?L}-Z S . UNIT AGREEMENT ORDER.

(@ (a) Thgt the prajectj herein referred to shall be known as the San Juan
242 - Unit Agreement and shall hereinafter be referred t‘o' as the HProject !

, (b) That the Plan by which the:-project shall be operated shall be embraced

B in the form of a unit agreement for the development and operation of the .San Juan
y 2L=-2 Unit Area, referred to in the Petitioner's petition and filed wilh said
*‘3 peta.tlon, and such plan shall be known as the San Juan 24-2 Unit Agreement Plan,

L‘n
—-———-—‘ﬂ ,
(3) m That the:_San Juan -2 ‘ Unit Agreement Plan shall be, and

f‘\

\,}f hereby is, approved in prlnclple as.a proper conservation measure; ‘provided, however, that
: ‘ notwithstanding any of the provisions contained in said unit agreement, this approval shall
\E 4 not be considered as waiving or relmqulshing in any manner any right, duties or obligations
N

{ which are now, or may hereafter, be vested in the New Mexico 0il Conservation Commission by
‘law- relative to the supervision and control of operations for exploration and developnent of
. “any lands committed to said. San Juan 24-2 . Unit Agreement, or relative
o §(\ to t.he prod.uct.ion of 0il and gas therefrom,

C




proaity
D
Order No.
\.k vl (b) Thay the unit operator flodlcaliy shall file with the Commission a
o L/ UA#t ‘Statemeyt of Progre,és, swm?z,a/mzing operations
\q ?*e' for the exploration an developn(dnt of any lands comme{ed to « n}
AVR| Unit Agreement. This st«;{teme7 of p/opr ss shall be filed within/30 days after the
@,é‘\ expiration of each %{—mo hs/period/during thg term of the ¥nit agreofent, and shall
" o°| contain such pertingnt data as may be necessaz‘y’fo the Cofifission/to determine the progress
3 /vor
y)¢‘(’ \being made in the Unit Area, .
§ .
N (4) {(a) That the unit area shall be:
NEW MEXICO PRINCIPAL MERIDIAN
TOWNSHIP 2, North , RANGE 2 West,
Sections 1 & 2: ill, o
Section 3: Lots 1, 2, 3,aS/2 Nu/i, bh/h NW/4
/2 SW/, Skl
Section 10: 1/2)
Sections 11 through 14, incl: all,
Section 15: E/2,
Section 22: /2,
Sections 23 through 27, incl.: All1, -
Section 33: S/2, ,
Section 3h 38 & 36: All,
all in Rio Arriba County, | ew iexico,
contaﬂmug . 10‘ h7 acres more or les$,
i .
y)o‘l’ _} : (b) The unit area may be enlarged or contracted as provided in- said Plan.

. (5) That the unit operator shall file with the Commission an executed original
or executed counterpart of the. . San Juan 24-2 Unit
Agreement w1th1n 30 days after the effective date thereof, )

(6) That any party ownlng rlghts in t‘ne unitized substances who does not
~commit such rlohts to said unit agreement before :the ‘ffective date thereof may thereafter
‘become a2 party thereto by subscrlblng to suc¢h agreement or counterpart ‘thereof, or by .
ratifying the:same, The unit operator shall:filé with the Commlss:Lon withm 30 days an -
-original of any such counterpart or ratification. -

(7) That this- Order shall become ‘efféctive upon the approval of said unit
agreement by the _ Director of the United States Geologlcal burvev :

and shall temunate 125 facto upon the termination of sald unit agreement, - The last unit
" operator shall :.mmed:.ate]y notify the Comm1ss1on in wrltlng of such termlnatlon.

_DONE at Santa Fe, New Me)q.co on the day and year hervinabove de51gnat.ed. \

STATE ‘OF NEW MEXICO ~
OIL CONSERVATION COMMISSION

, Chairman

’ Hember

) Kember & Secretary
SEAL N : v




OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO

Date SO — [~

[ S 20 Hearing Date ‘/0’77/&"’5‘7

CASE

Ry
i .

My recommendations for an order in the above numbered cases are as follows:
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BEFORE THU OIL CONRERVATION COMMISSION
OF THL BTATE OF NEW MEXICO

CIN THE MATIER OF THE HEARING

'CALLED BY THE OYL CONSERVATION

TCOMMISSION OF THE STATE OF NEV

'MEXICO FOR THE PURPOSE O

i CONSIDERING :

CASE NO, 1320
Ordey No. R~1071

{THE APPLICATION OF SAN JUAN GAS
CORPOI ATYON FOR THE APPROVAL QF
'THE & N JUAN 24-2 UNIT AGREEMEN{

. EMBRA: "ING 10,747 ACRES, MORE OR
LESE , ‘“CATED IN'TOWNPHIP 24 NORTH,
RANGE 2 WEST, NMPM, RIO ARRIBA
.COUNTY NEW MEXICO,

ORDER OF THE COMMISEION

BY THE COMMISSION:.

This cause came on for hearing at 9 o 'clock . m,, on
October 4, 1867, at Santa Fe, New Mexico, before Elvie A, Utz,
Examiner, duly appointed by the New Mexico 0il Ccnservation
Commission, hereinafter referred to as the '"Commission," in :
accordance with Rule 1214 of the Coamission Rules and Regulations

" NOW, on this g/ day of October, 19567, the Comission, a
quorum being preseant, v ng considered the application, the evidence
adduced, and the recommendations of the Examiner, Elvis A. Utz and
being fully advised in the premises, ‘ '

- (1) That due_puﬁlic notice having been given as requiréd
by law, the Commission has jurisdiction of this cause and tha
subject matter thereof, ,

~ (2) That the proposed unit plan will in principle tend
to promote the conservation of oil and gas and the prevantion of
waste,

IT XIS THEREFORE ORDERED:

> (1) That this order shall be known as the
SAN JUAN 24-2 UNIT AGREEMENT ORDER

(2)  (a) That the p:aject berein refcrrcd to shall be
¥nown am the Ban Juan 24-2 Unit Agrzement apd zhall hereinafter be
roforred to as the "Project."

- (b) That the plan by which the projeet -hall be

operated shal} be embraced in the form of a unit agreement for the
development and operation of the San Juan 24-2 Unit Area, referred
to in the Petitioner's potition and fiied with said petition, and
such plan shall be knowe as the San Juan 24-2 Unit A;roanont Plan.

5 s S e b S S
o shinche it Sl !




R
' Casge No. 1320
. Order No. R-1071

; (3) That the fan Juan 24-2 Unit Agreement Plan shall be,
i and hereby is, approved in principle ag a proper conservation

' measure; provided, however, that notwithetanding any of the ,
¢ provisions contained 1n said unit agreement, this approval shall i
'not be considered as wailving or relinquishing in any mannexr any !
fright, duties or obligations which are now, or may hereafter, be §
: veated in the New Mexico 0il Comservation Commission by law relutiv?
“ to the supervigion and control of operations for exploration and H
s deovelopment of any lands committed to sald San Juan 24-2 Unit

i Agreement, or relative to the production of oil and gas therefrom,

| (4) (a) That the unit area shall be:
' . NEW MEXICO PRINCIPAL MERIDIAN

3 TOWNSHIP 24 NORTH, RANGE Z WEST

i : .. Sections 1 & 2: All, ,

- ‘ Section 3: lots 1, 2, 3, and 3/2 NE/4, SE/4 NW/4
: E/2 8W/4, SEB/4, -

Section 10: E/2,

Sections 11 through 14, inecl; All

Section 15: E/2,

Section 22: E/2,

Sections 23 through 27, imcl.: All,

Seotion 33: §/2, ,

Sections 34, 35 & 36‘ All,

all in Rio Arriba County, wa Hexico,
containing 10,747 acres more or less.

' (b) The unit area may be enlarged or contracted as
provided iun saild Plan. ;

(6) That the unit operator shall file with the Commission
an executed original ox executed counterpart of the San Juan 24-2
i Unit Agruenent within 30 days after the effective date thoreot.

(6) That any party owning rights 1n the unitized substancas
who does not commit such rights to said unit agreement before the )
effective date thereof may thereafter bhecome a party thereto by
subscribing to such agreement or counterpart thereof, or bg ratify-
ing the same., The unit operator shall file with ths Commission

within 30 days an original of any such counterpart or ratification.

approval of said unit agreement by the Director of the United Stat
Geological Survey and shall terminate ipso facto upon the terminat
of said unit agreement. The last unit oOperator shall irmedisteiy !

notify the Commission 1in writing 6f such termination. ‘

DONE at Santa re, New Mexico, on the duy and year herein-

ye designated,
STATE OF !E' I!XIOO
OIL CO!SERVATTO! COMMISSION

W
ﬂ{mn.

(7) That this order shall bhecome effective upon tho ,j:




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE SAN JUAN 24-2 UNIT ARFA
COUNTY OF RIO ARRIBA
STATE OF NEW MEXICO

TABLE OF CONTENTS

PreYiminary Recitals . . ., . .« .. o .o . 1
Section 1 -~ Enabling Act and Regulatlons . e e oe s . 2
Seetion 2 ~ Unit Area . . . . . s e e e . R
Section 3 - Unitized Land and Unltlzed Substances . . 5
Section 4 -~ Unit Operator . . . . . . . . . 5
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Section 6 ~ Successor Unit Operator . . . . . . . S 6
Section 7 ~ Accounting Provisions and Unit Operatlng
: , Agreement . . . . 4
Section 8 -~ Rights and Obllgatlons “of Uhlt Operator PR
Section 9 - Initial Drilling . . . e e e 7
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UNIT AGREFMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE SAN JUAN 24 -2 UNIT AREA
COUNTY OF RTIO ARRIBA
STATE OF NEYW MEXTCO

NO,

THIS AGREEMENT, entered into as of the day of ,

1957, by and between the parties subscribing, ratifying or consenting hercto,
and herein referred to as the "parties hereto,"
WITN E SSE T H
WHERhAb, the parties hereto are the owners of worxing, royalily, 5 cther
0il and gas interests in the unit area subJect to this agreement; and
WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437,
as amended, 30 U.S5.C, Sees. 131 et seq., authorizes Federal lessees and their
représentatiVes to unite with each ether, or jointly or separately with others,
in collectlvely aGOptlng and Operatlng a cooperatlve or unlt plan of development
or operation of any oil or gas pool, fleld or iike area, or any part thereof,
for the purpose of more properly conserving the natural rescurces the reof when-
vever determlned and certlfled by the Secretary of the Interlor to be necessary
“or adv1sab1e in the publlc 1nterest and
WHEREAS, ‘the 0il Conservation Commission of the State of New Mexico is

authorized by an act of the Legislature (Chépter 72, Laws 1935, as'amended by

Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and Chaptef 168, Lews'Of‘
1949) to epproee tnis‘agreenent and the conservation'prdvisionS‘hereof; and

WHEREAS;-the parties hereto hold sufficient interests in ehe San Juan
'24-2 Unit Area coverlng the land herelnafter descrlbed to give reasonably ef-
fective control of operations thereln, and .

WHEREAS, it is the purpose of the parties hereto to conserve natural
‘resources, prevent waste, and secure other benefits’ obtalnable through deveIOp-
ment and operat1on ‘of the area subJect to this agreement under the terms, con—
ditions, and llmltatlons herein set forth

NOW, THEREFORE, in consideration of the-premig}e and ihe promiSes
herein contained, the partles hereto commit to this agreement their reSpectlve

interests in the below-defined unit area, and agree severally among themselves,

as follows:




el

g‘:

1. ENABLIN

QALY AND REGULATION,

The ¥Mineral Leasing Act of iebrusry 2%, 1920, as 2rended, supra, and
olt valid pertinent regulations, including operaling and unit plan regulations,
heretofore issued thefebnder or valid pertinent and reasonable regulations here-
after issued thereunder zre a.:  .ted and mz2de a part of this agreement as to
cheraljlapds, provided such regulations sre not inconsistent with the terms of
this agreement; and as to non-Federal lands, the o0il znd gas operating regula-
tions in effect as of the effective date hereof governing drilling and producing
operations, not inconsistent with ithe terms hereof or the laws of New Mexico
“are herely, acaip hed ek Q made ioperh of this égreement.

2. UNIT AREA,

) . " The following-descrit ed 1snd is hereby de szgnat@o and recogn1zed as

constituting the unit area{

New Mexico Principal Meridian

Township 24 North, Range 2 Wes

Acres
Section 1, 1 650,32
~Section 2, 649.€0
Section 3, 487,30
Section 10, B - | 320,00 ,

- : Sections 11 throuSn 14, inclusive (&1i)} . 2,560,000 y L e

- : . Section 15, E: 320,00 T
Section 22, Ex 320:00
LT ; . : Sections 23 through 27, inclusive {all) 3,200.00
S S _ Section 33, 8% . . . 320.00
- : Sections 34, 35, 36 (a1l _1,920.00
Total 10,747.42

Exhiﬁit A" attached hereto is & map showing the unit area and the
' boundaries énd<identity of tracts end leases in said area to the-eiteﬁt known -

to the Unit Operator. Exhibit "B éﬁtached hereto is a schédule showiﬁg to the

extend knéwn to;the Uﬁit Operator the adreage, percentage, and kind 6fVOWnerShip
; - of oil and gas interests in all laﬁd in the unit zrea. However, néthing ﬁerein‘
or in said schedule or -map Shall be construed 2s a represenfation by any”party>:
hereto as to the ownership of any’ihterest QiherﬁfhahVSucﬁ intérest or iﬁtereSts
as are shown in said'map or schedule as owned by such party. Exhibits ?A"‘aﬁd
"B" ghall b¢ reviseq by the Uﬁit Operetor whénever changes in the unit area rén—

‘der such revision necessery, or when reguested by;%he oil and»GaS‘Supervisbr,

4

hereinafter referred to 28 "Supervisor,” and not less thean six copies of the re-

> o ’ - vised exhibits shall be filed with the Supervisor and one copy thereof shall be
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filed with the New Mexico 0il Conservation Commission, hereinafier referred to as

the "Commission,"

The above-described unit area shall when practicablé be expanded to
include therein any additional tract or tracis regarded as reasonably neceesary
or advisable for the purposes of this agreement, or shall be contracted to ex-
clude lands not within any participating area whenever such expansion or contrac-
tion is necessary or advisable to conform with the purposes of this agreement.
Such expansion or contraction shall be'effected in the following manner:

(a) Unit Operator, on its own motion or on demand of the Director of
the Geological Survey, hereinafter referred to as '"Director," after preliminary
concurrence of the Director,_shall prepare a notice of proposed expansion or con-
traction describing the contemplated chamges in the boundaries of the unit area,
fhe reasons therefor, and’tue pfOposed effective date thereof, preferably the
first day of a month subseqdent to the date of>netice.

(p) saiad notice shall be delivered to fhe Commission and the Super-
visor, and copies thereof mailed to the last known address of-each wo?king in-
terest owner; lessee, and lessor whoSe‘interests are‘ai‘fected,\aa\}ismcr that
thirty days w111 be allowed for submissicn to the Unit Operator of any obgectlons.

(c) Upon expiration of the BO—day period prov1ded in the precedlng
item (ﬁ) hereof, Unit Operator shall file with the Commission and the Superv1sor
evidénce of mailing of the notice of eXpanSion or contraction‘and a copy of aey'

- objections thereto which have been‘filed‘with the Unit Operator, together with
an applicafien in sufficient pumber5 for éppfoﬁal of euch expansibn or cenfrac—
- tion, and with -appropriate joinders._

(d) After due consideration of all pertinent information, the expan-

sion or contraction shall, upon- approval by‘the Commission and the'Director, be-

come effective as of the date prescribed in the notice thereof.

(e):kA11~1ega1 sﬁbdiviSiens of unitized lands (i.e., 40 acres'by'Govern_
ment survey or itSWneafest iot'or tract eQuivaleet in instances of irregular sur-
veys, however,~unusuallyrlarge lots or,tracts sﬁall be conéideied in multiples of
40 acres, or ‘the nearest allquot equlvalent thereof for the purpose of ellmlnation
under this subsection), or Drllllng Block as defined in thls agreement, (which— |
ever may be applicable) no parts of which are entitled to be in a partlclpatlng
- area within five years after the first day of the month follow1ng the effective

date of the first initial particlpatlng area established under this unit agreement’\
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shall be eliminated automatically from this agrecement, effective as of the first

day thereafter, and such lands shall no longer be a part of the unit area and
shall no lenger be subject to this agreement, unless at the expiration of said
5~-year period diligent drilling operations are in progress on unitized lands not
entitled to participation, in which event all sucﬁ lands shall remsin subject
hereto for so long as such drilling cperations are continued diligently, with not
more than 90 days' time elapsing between the completion of one such well and the
commencement of the next such well, except that the time allowed between such
wells shall not expire earlier ithan 30 days after the expiration of any period of
time during which drilling operations are prevented by a matter beyond the reason-
able control of Unit Operator as set forth in the section hercof entitled "Unavoid-
able Delayﬁ; provided that all legal subdivisions of lands or Drilling Blocks not
in>a participating area and not entitled to become participating under the appli-
cable provisions of this agreement within 10”years aftér said first day of the
month following the effectivé date of said first initialypafticipating area shall
be eliminated as above specified. "In event of overlap of any two participating )

areas On‘differeht basés, i.e., the Drilling Block basis for formations above the

" base of the Mesaverde or the subdivision (or aliquot part thereof) basis for for-

mations below the Nhsaverde,'as préscribed‘in this agreement, the subdivision

basis of elimination shall apply only to lands not overlapped by a Drllllng Block

entltled to part1c1pat10n. Determlnatlon of creditable "Uhav01dable Delay" tlme
shall be made by Unit Operator and subject to approval of the Director. The
Unit Operator shall within 90 days after the effectlve date of any ellmlnatlon
hereunder, descrlbe the area so eliminated to the satisfaction of the Director
and prpmptly notify all parties in interest. |

' If conditions warrant extension of the'lO-year period épecified in
this subsection 2(e), a single extension of not tbiexceed 2‘y¢ars may'be ac-

cbmplishedaby consent 6f the owners of 90% of the current unitized working in-

. terests and 60% of the current unitized basic royalty interests (exclusive of

the basic'foyélty interests of the United States), on a tptal-nonparticipaiing-
acreage basis, respeétively; with gpproval of the Director,-provided sﬁch ex-~
tension appliéation‘is sﬁbmittedifo the Directorihdt léter than 60 days prior
to the explratlon of sald lo-year perlod. . -

Any expan31on of the unit ‘area pursuant- to this section which em-

braces lands theretofore'eliminated pursuant to this ‘subsection 2(¢) shall not
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be considered automatic conmitment or recommitment of sueh lands.

3, UNITIZED LAND AND UNITIZED SUBSTANCES.

A11 land committed to this agreement shall constitute land referred to
herein as "unitized leénd” or "land subject to this agreement.” All»oil and gas in
any and all formations of the unitized land are unitized under the terms of this
agreement, and herein are called "unitized substances."

4. UNIT CPERATOR.

San Juan Gas Corporation, an Oklshoma corporation, is hereby desig-
nated as Unit Operator and by signature hereto as Unit Operator agrees and
consehts to accept the dutlies and obligations of Unlt Operacor for the discovery,
development, and production of unitized substances as herein provided. Whenever
reference 1s made herein to the Unit Operator, such reference means the Unit
Operatdr acting 'in that capacity and not as an owner of interest in unitized
substances, and-the term "working interest owner" when used herein shall in-
élude or refer to Unit Operator as the owner of a working?intereei when such an-
interest is owned by it. |

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR.

Unit Operator‘shell have the right_io»resign etlany'time priorito'the
.establishment of a pérticipafing'area or areas hereﬁnder, bdt such resigﬁation
shall not become effective so as tefreleaseAUhit Operator from'the deties and;,_
obligations of Unit Oﬁerator and tefminate Unit Operator's rights as such for a
~ period of six months after notice of 1ntent10n to re31gn has been served by Unit
Qperator -on ‘all worklng interest owners, the Commission and the Director, and |
| until all wells then drilled hereunder are placed in a‘satlsfactory condition for
suspension orAabandonment ﬁhichevef'is reduired by the Supervisor es,to.Federal
lands and by the Commission as to other lands, unless a new Uﬁitvqeeretor shall
eave been selected and appreved and shall’have taken over andvassumed the‘dutiee
andiobligatiﬁnSfdf'Uhit Operator prior teo the expirafipn of said period.

‘ | Unit Operator shall have the right to resign in 1like manner and subject
 to like limitations as above“previded'at.any time a participating area established
~ hereunder is in eiistence,ﬁprevided; that eueh resignation shall not release>Unit
Operator from any 1iability for any default by it hereunder occurring prior to the
effective date of its resignation.

The Unit Operator may, upon default or failure in the performance of its

duties or obligations hereunder, be subject to removal by the same percentage vote
s. J. Unit Agreement ~ Page 5
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of the 0\;11101-{; of working intérests determined in like manner as hereln provided
for the selection of a new Uniti Operator. Such removal sha.ll. he efféctive upon
notice thereof to the Divector.

Al any time for any reason whatsoever there is no Unit Operator, until
a successor Unit Operator is sclected and approved as herelnaftcer provided, the
working interest owners shall he jointly 1-esponsib1e for performance of the duties
of Unit Operator, and shall not later than thirty days before such resignation or
redicval becomes effective appoint a common agent to represent them in any action
to be taken hereunder. |

The resignation or removal of Unit Operator under this agreement shall
not‘ tez;minate its right, title, or interest as the owner of a working interest or
other interesf in unitized éubstances, but upon the resignation or removal of Uhit
| ‘Operator becoming effective such Unit Operator shall deliver pos‘sessio-nbof all
e‘quipment, materials; a'r:id appurtenances ﬁsed in conducting the' unit ojjerati‘q_ns
and owned by the working intereét owners to the new duly qualified successor - Unit
Operator 6r to the owners thereof if no such new Unit Operator is elected, to be

uséd for the purpose of cori_ducting unit Qperatiphé her'eunder, Nothing herein

shall be construed as authorizing removal of any material, equipment and a;;pur- 4_ o e
>tenances needed for the preservation of any wells,
6. SUCCESSOR UNIT QPERATOR.

Whenever the Unit Operator shall tender his or its resignation as Unit

Operator or shall be removed-as hereinabove provided, 'the‘owners- cf;'the working in-

terests in the participating area or areas according to their respective acreage

interests in such participatin;g area or areas, or until a participating area shall

have been established, the owners of the working interests according to their re-

spective-acreage interests in éi]. unii;iZed"iand, shall by’imajority vote select a
successor Uﬁit Operator; Provided, That, if a majority but less than seventy—fivé
creent of the working infcrn;sts qizalificd to vote are -owned by oﬁ_e party to ‘;t{his
agreement, a ;c‘c':ncui'ring vote of one or more additional v{ori{ing interest' owners .
shaAl/l be réhUired to select a new operator. Such seléctioz} shall hot become ef-
fectivie until -’(“e) a Uit V(berator As_o seleét‘e'd shall accept/in'-wri'ting thg duties and
-responsibilities of Unit Operator, and (b) the selectionishgll have. ﬁeen approved by'(
the Director. If no éﬁccessor Unit Operator ‘is selected and qualified as herein pro-

vided, the Director at his election may delcare this unif‘agreeme'ﬁﬁ terminated.
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7. AUCCOUNTING DHOVLISLONS ,Adu-.UL\lLLOI’JAWLLHQ AGIEEMENL,.

Coats and expenses incurred by Unit Operator in condueting unit operations
hereunder shall be pald and apportloned wmong and borne by the owners of working in-
terests, all in accordance with the agrecment or agreements entered into by and be-
iween the Unit Operator and the owncera of working interests, whether one or more,
separately or colleclively, Any agreemend . or agreements, entered into between the
working interest owners and the Unil Opewator as provided in this section, whether
one or more, are hereiln referred to as the "unlt operating agreement." Such unit
operating agreement shall also provide the manner in which the working interest owners
shall be entitled to receive their respective proportionate and allocated share of
rthe benefits aceruing hereto in conformity with their underlying operating agreements,
leases, or olher indeﬁendent'contracts, and such other rights and obligations as be-

tween Unit Operator and the working interest owners as may be agreed upon by Unit

Operator and the working interest owners; however, no such unit operating agreement

shall be deemed either to modify any of the terms and conditions of this unit agree-
ment or to relieve the Unit Operator of any right or obligation established under
this unit agréement, and in case of'any'inconsistency or conflict between the unit

agreement and the unit operating agreement, this unit agreemeht Shall prevail.

-y

e .Threebtrue eopies”of:ahy unit operating agreement executed pursuant to\this section
should be filed with the‘Supervisor priOr to approval of this unit agree@entf
8. BIGHTS AND OBLIGATIONS OF UNIT OPERAT(R.
;.e' o - L Except as otherwise specifically.previded herein, the exclusive right,
prlvilege, and duty of exerclslng any anj all rlghts of the parties hereto which
are necessary or convenient for prospectlng for, produ01ng, storing, allocatlng, and

'distrlbutlng the unlufzed _substances are hereby delegated to and shall be exerclsed

by the .Unit Operator as herein provided.- Acceptable evidence of title to said rights

shall be dep051ted with said Uhlt Operator, and together with this agreement shall
g’constitqte and define the rlghts, pr1v1leges, and oblzgatlons of Uhlt Operator.
ivv” o »E o Nothlng herein, however, shall be construed to tranefer title to any land or 1o any
lease or;Operating agreeﬁent, it being understood *that uﬁder this agreement the Unit
L | | ':_ Operator, in ifs/capecity as Unit Operator, shall exercise the rights of‘poseessien
/and use vested in the parties hereto onily fdr‘the purposes herein specified. V

, 9 o 8 :

;T'“ | . ' Inasmuch as wells capable of produclng unitized substanced from the

’§: l _ . Pictuyed Cliffs formatlon have already been completed within the umit area, no

initial test well to such formatlon 1s sneclfied under the terms of this agreement ' =
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10. PLAN OF DEVELOPMENT AND OPERATION,

Upon submittal of this unit agrecment for finst approval, the Unit
Operator shall submit for the approval of the Commission and ithe Supervisor an
acceptable plan of development and operation for the unitized land which, when
approved by the Comnission and the Supervisor, shall constitute the drilling ang
operating obligations of the Unit Operator under this agreement for the period -
gpecified therein. A minimum of five wells shall he commenced within one jear
from the effective date of this unit agreement to test the Pictured Cliffs for-
mation, at least two of which shall be exploratory wells. One of such five
wells shall adequately test the Mesaverde formation.

From tire to time befofe the expiration of any existing plan, the Unit
Operator shall submit for the approval of the Commission and the Supervisor, a

plan for an additional specified period for the development and operation of the

unitized land. Any plan submitted pursuant to this section shall’ provide for

the continued development of the unitized area and for the diligent drilling

" necessary for determinatiOn of the area or areas thereof capable of prOducing

unitized substances in paylng quantltles in each and every pxouubuIVe for matlon

and shall be as complete and adequate as the Commission and the Supervisdr‘may

" determine to be necessary for timely develOPment and pféper conservatibn of the

oil and gas resources of the unitlzed area and shall (a) SpSley the number and
locatlons of any wells to be drilled and the proposed order and tlme for such

dr1111ng, and (b) to the extent practicable specify the operating pract’ces re-

_ garded as necessary and adv1sable for proper conservation of natural resources.

Separate plans may be submitted for separate productive zones, subject to the

- approval of the CommiSsidh and the Supervisor. Said plan or plans shall be

modified or supplemented when necessary to meet changed cenditionsvor‘to,pro—
tebt the interests of all parties to this agreement. Reasonable diligence shall
bé’exércised.in,complyingfwith theﬂobligatibns\Of the approved plan»qf develob—A
ment.”  No wells, exqept sueh‘as may be necessery to affdrd protection against
Opeiatioms not under this agreement or, such as may be sPecifieally'apbroved by
the Commission and the Superv1soz, shall. be drilled except in accordance with a
plan of development appv-oved as herein provided. '

ll. PARTICIPATION

(a} Fbrmations above base of the Mesaverde:

 Unit Agreement - Page 8




prilling Blocks, for participation herecunder as to all formations lying

avove the base of the Mesaverde formation, shall consist of one-half sections, by

e o "

i b s

government survey, the sections being divided by a line running north and south

e e e,

in such manner that each Drilling Block shall be either the East Half (E/2) or

" the West Half (W/2) of each given section, provided, however, that as to Sections
3 and - 33; T. 24 N., R. 2 W., the following dessribed lands shall be regarded ss
acceptable Drilling Blocks for all purposes hefeﬁnder.

Acceptable Drilling Blocks

Lots 1, 2, 3, SINEL, SEXNWL Section 3;
. SE)%, EzSW} Section 3;
S Section 33.

Within tnirty days after the effective date of this agreement as-to
wells theretofore completed, and within the month of completion, if practicable,
for wells thereafter completed, or as_soon thereafter as required by the Super-
v1sor, the Uhlt Operator shall detelm;ne which wells so completed are capable of
"producing unitized substences in paying quantities (to—w1t° quantities sufficient
to repay the costs of drilling and produeing operations, with a reasonable profit),
and shall, by written notices mailed simultaneously, advise the Commiseion, the
“Sﬁpervisor,:an& the werking interest owners of 1ts determination in that rege?d,
‘~givihg the'data upon which’its‘determinafion is based, including the effecfive
date of the admission of each Drilling Block to the appropriaste partielpatlng
area, the descrlptlon of all of the 1and 1n each Drilling Block so quallf;ed for
admission by a well 1ocated thereon, and the formatlon or formatlons in which
such wells'are‘completed. >Protests against such determinétiqn may be filed wifh
the Commission and the Suﬁerviéor within‘fifteen days after date of ieceipt by
‘the Supervisor of such written notice, but unless the Comnission or the Director
Shall, within thirty days efter-date bf-éuch receipt by the Supefvisor,'disap—
| prove. such determinatipn,Jthe deiérmination of the Unit Operator shall thereafter
bezﬁihding.hpon the ﬁarties‘hereto. The inifial participating area for‘any‘for-_
mation above the base of the Meuaverde shall include all of the land in each Drill-
ing Block on whlch a well so ‘determined to be capable of prcducing unitized sub-.
~ stances in paying quantities is located, such initial participating area to become
effective as.of’fhe date of the completion of the first well to that formation, or
the effective date of this unit agreement, whichever is later. Unit Operator shall
| prepare a achedule setting fqrth the;peréentage>of_unitized substances to be al~-

'iloeéted, as hereunder provided, to each unitized tract ih any pa§tjcipatihg area 80
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established or revised. Upon the approval of the initial participating area by

the Commission and the Director, and automatically for subsequent revisions thereof
in the absence of timely disapproval as atove provided, said schedule shall govern
the allocation of production from and after the date the participating ares or its
‘enlargement becomes effective.

A separate participating area shall be established in like manner for
each separate pool or deposit of unitized substances or for any group thereof
producing as a single pool or zone, effective as of the date of completion for
production, and all of the provisions of this subsection’(a) shall be considered
‘as appliceble separately for each such participating area. All &ells eompleted
for production of unitized subetances in a particular formation shall be regarded
as producing from that particular zone or pool. |

_Additional Drilling Blocks shall be adndtted to the appropriate nar—
ticipating area on the first day of'the month folloWing the month in which a
well thereon is ebmpleted for prOduction{ if capable of production of unitized.
substances in paying quantities, and the schedule of allocation shall be re-
vised accordingly; Alleprodﬁction prior to the effeotive date of sucn admiseion
shall be credited soiely‘to the account ofithe leases in that perticular block
withiout unit participation. ) _ . |

If'the initielfwell on any Drilling Block is not capable of production
A.1n paying quentitles and at a later date a well is drilled on such Drllllng ‘Block )
whlch 1s capable of productlon of unitized substances 1n paylng quantities, then
the entire Dr1111ng ‘Block shall be'admlttedito the participating area.

| No Drilling Bloci, once included in a partiéipating area, shall be ex-
Aclﬁded therefrom on account'of depletion of‘unitiZed substances.

An undrilied Drilling Block is defined as an\intervening Driiiing'Block
when it lies between two Blocks 1ncluded in the same participatlng area, and
said partlcipating BlOCkb ad301n the undrilled Block directly to the norch and
south.or east and west,, Unit Operanor shall commence the drilling of a well on ~
such intervening Driiling'Block within ten‘montherfrom the effective date:of |
participation of the Block causing 1t to become ah 1ntervening Drilling Block, -
unless said time be extended by .the Director, and shall continue such drilling
.with due diligence to a depth necessary to test the fbrmation from which pro-

‘duction is secured in sald participating area.
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Regardless of any revision of the partiecipating area, and except as
herein elsewhere specifically provided, there shall be no retroactive adjustment
for production obtained prior to the effective date of any such revision of the
participating area. |

Whenever it is determined that a well drilled under this agreement to
formations above the base of the Mesaverde is not capable of production in pay-
ing quantities and inclusion of the Driliing Block on which if is situvated in a
participating area is unwarranted, production from such well shall, for the pur-~
poses of seftlemerit. among royalty interest owners, be allocated only to the Drill-
ing Block on which the well is located so long as such land is not within a par-
ticipating area established for the pool or deposit from which such‘production
is obtained. S_ettlemeht for working interest benefits from such a well shall be
made as provided in the unit operating agreefnent.

(b) Formations below the Mesaverde 1

“Upon éempletion of a wellvcapab'le of prodilcing unitized substances in
paying quantities from formations 1yizfg below tﬁe base of the Mesaverde, or as

soon thereafter as reéquired by the Super\?isor, the Unit Operator shall submit

T a7

_ for approval by the Commission and the Director, a schedule 'based on subdivisions'

of the public-~land’ survey or'aiiquot parts thereof, of all unitized land then re- '

-’garde'd as reasbnably proved to be productive of unitized sﬁbstanees in paying

‘quantities; all ‘land in said schedule on approval of the Commission and the

Director to constitute a perticipatirig area, effective as of the date of com~

ple'tio'ri ‘of such well or the effective date of this unit agreement, whichever is

1ater. Sald schedu_le also shall set forth the percentage of unltlzed subatances

to be alloeated as hereln prov1ded to each unltlzed tract 1In the partlcipatlng

‘area =0 establlshed, ‘and sha;l govern the allocatlon of ’productlon from and

after the date ‘the participatingarea becomes ef’fective;

. A sgepar te particlpating area shall be establlvhed in 11ke manner for

each separate pool or dep031t of unltlzed substances or for any group thereof

produced as a single pool or. zone, -and any two or more part1c1pating areas S0

established may be comb;ned into ohe“with the consent ‘of the owners of all work-

ing interests in the lands w1th1n the participating a'reas so to be combined " upon

v

’approva'}. of the ‘Commission and the Direcfoi-. ‘The participating ‘area or areas so

established shall be revised from time to time, subject to like approval, when-

- ever such actmn. appears prope]_:' as a result of further drilling operations or .
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otherwise, to include additional land then regarded as reasonably proved to be
productive in paying quantities or 1o exclude land then regarded as rcasonably
proved to he nonproductive in paying duantities and the percentage of allocation
shall also be revised accordingly. The effective date of any revision shall be
the first day of the month in which is ctriaiaed the knowledge or information on
which such revision is predicated, provided, however, a more appropriate effec-
tive date may be used it justified by the Unit Operator and approved by the
Director. No land shall he excluded frdm a participating area on account of
depletior of the mitized subsﬁgneés.
It 1s the intent of this subsection (b) that a par icipating ar=g shall
'represent the area known or reasonably estimated to be productive ln paying
quantitles; but, regardless of any‘févisioh"of the participating area, nothing
herein contained shall be'conétrued asQrequiring‘any retroactive adjustment
fof prodﬁction 6btained prior 0 the effective date of reviSién of thé partiéiA
péting grea. » o | |
~ In the absence of agreement at>any time between the‘Uhit Cperator and
thejCommission and thé Director as to the proper definition or fedefiﬁillon’of &
partiéiﬁatihg aréa; or until a barticiﬁéting areéa has, dr“aféas have, been estab-
lished as provided herein,>the portion of all‘payments4affected hereby @ay be im-
:pounded in a manner mutually acceptable to the ovmers of worklng 1nterests, ex-
cept royalt1es due the United States, whlch shall be determined by the Super-
visor and the amount thereof deposited‘as direcfed,by the Supervisor to be held
as unearned .money until a partlclpatlng area is finally approved and then applied
as earned or returned in accordance with a determination of the sum due as
Federallroyalty on the basis of such épprbved participatihg area. |
| Whénever'it ié determined, subject to_the appréval of the Supervisor,
as to wells on Federal land, aga the Cémmiséion‘as to pafentea land;fthat a well
.drllled under thls agreement to formatlons “below the base of the Mesaverde is
not capable- of productlon in pay1ng quantitles and 1nclu31on of the land on which
it is situated in a particlpating area is unwarranted, productlon.ﬂmnlsuch’well,
for the4pr§38es<of séttlement among‘all:parties‘dther than working interest
owners, shall be allocated to the land on which the well is located so long as
:such land:is not within a participating area establiahed for the pool or dep031t
from whlch such production is obtained. Settlement for-working 1nterest,b§nef1ts

from such a well shall be made as provided in the unithperating agfeement.
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12, ALLOCATION OF PRODUCTION.

A1l unitized substances produced from each participating area estab-
lished under this agreement, except any part thereof used in conformity with
good operating practices within the unitized area for drilling, dperating, camp
and other prdduction or development purposes, for repressuring or recycling in
accordance with a plan of developmenf approved by the Commission and the Super-
visor, or unavoidably lost, shall be deemed 1o be produced equally on the acre-
age basis from the several tracts of unitized land of the participating area
eStablished for such production and, for the purpose of determining any benefits
accruing under this agreement, each such tract of unitized land shall have al-
located to it such percentage of said production as the number of acresﬁof such
tract included in said parficipating area bears to the total acres of unitized
land in said participating area, except>that allocatién of prqduction hereundér
for purpbses‘other than- for settlement of the royalty, and overriding royalty,

shall:be on the basis prescribed ih the unit opefating agreenent whether in con-

formity with the basis of allocation herein set forth or otherwise. It is hereby

agreed that production of unitized subétances from a participating area shall be
allocatedvés prOVided herein regafdless of whether any'wéils are drilled on any
;particﬁlar part’or tract of said participating érea. ~Ifnany gas produced from
6pe‘partidipétihg area is used for répressuring or recycling purposes in another
participating area, the fifstlgésiwithdrawn~from such laét mentioned participat-
ing arez for sale during the 1life o; this‘agreemenﬁ shall be considered to be
thé gas so transferred until an amounf equalito that transferred shall ﬁe 50

produced - for sale and suéh'gas shall»be allocated to the.participatihg area

from which initially produced as constituted at the time of such final produétion.

'13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS AND

- DRILLING OF WELLS NOT MUTUALLY AGREED UPON,

Any party or'parties hereto owning or contfoliing the working interests:

or a majority of the working iﬁterests‘in‘ahY‘unitized"1and having thereon a

regular well location may, with the approval of the Supervisor as to Federal

land, or the Commission as to privately-owned land, and subject to the provisions N

"of the unit operating agreement, at suéh‘party's sole riék, costiand‘expensé,
"drill a well to test any formation for which akparticipafing'aréa has not been -
established qr*fo‘test any formation for wiich a participating area has been

established if’such‘location;is not within said participating area, Orfdfill?éhy
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well not mutuelly agreed to by all interested parties, unless within ninety days
of receipt of notice from said party of his intention to drill the well the Unit
Operator elects and commences ito drill such well in like manner as other wells
are drilled by the Unit Operator under this-agreement.

If any well drilled as aforesaid by a working interest owner results
in production such that the land upon which it is situated may properly be in-
cluded in a participating area, such participating area shall be established or
enlarpged as provided in this agreement, and the party or parties paying the cost
of drilling such well shall be rcimbursed as provided in the unit operating’
égreement for the cost of driiiing such well, and the weli »hall thereafter be
operated by Unit Cperator in accordance with the terms of this agreement and
the unit operating agreement,. |
| If any wellldrilled as‘aforesaid by & wOrkihg interest owner obtains
production in quantities’insuffiéient to justify the incluéion in a participating
area of the land upon which such wéll is éituéted, such well may be operated and
produced by the party drilling the same subject tovtﬁe conservation requiféments
of this agreement. The royalties in amount or value of production firom any such .
fﬁell shall be paid as syecified in the underiyiﬁg 1easé and agréeﬁents affected."

14, _P; OYALTY SET7T DENT, | |

| The Uhiﬁéd Sfaiés and a1l royéltv owners who, Lﬂder eyiéﬁing.contracts!

are'entitledkio take in kind a shure of the substane~s no unitized héreunder |
-produced from any tract, -shall hereéfter ve ontitled to the fignt to take in kind
 their share of the uniiized‘substances allccatsd to sven tract, and Uhit Cpera-
tor, oriin case of the operation:of a wellyby ; workins interest owner as herein
in special casés provided for, such ﬁorking iwterast owner, shall make deliVerieé
of such';oyalty share fﬁkeﬁ'ih kind in conformity . .th ihe applicable contracts,
laws, and regulations. Settlement.for roya1t§ interest not taken in kind shall
- be madéfby working intérest oWners respohsible ﬂhérefor'under»existing(cdntracts,
‘iaws, and reguiafibns; on dr.beforeifhe 1§st'day‘of zach moﬁth“for unitiéedxsub-i
stances produced during the'precedihg caiendar rnth; provided, . _wever, that
‘nothingiherein contained shall;opefate to relieve‘the lessees of any land from
Utheir respective lease obligations for‘the paym:nt o: any voyalties due under
their leases. e ‘

If gas obtained frop lands not subject to this agreemeny‘is introduced

into any participating area Of the lands‘being opzrated hereuider, for use in |
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repressuring, stimuletion of production, or inc¢reasing ultimate recovery, which

shall be in conformity with a plan first approved by the Commission and the
Supervisor, a like amount of gas, after setilement as herein provided for any
gas transferred from any other participating area and with due allowance for
loss or depletion from any cause, may be withdrawn {rom the formation into which
the gas was introduced, royalty free as to dry gas, but nol as to the products
extracted therefrom; provided that such withdrawal shall be at such time as may
be provided in the plan of operations or as may otherwise be consented to by the
Commisgion and the Supervisor, as conforming to good petrcleum engineering
practice, and provided further, that such right of‘withdfawal shall terminate
on the termination of this unit agreement.

Royalty due the United States'shallrne computed ss provided in the
.operating regulations and paid‘in value or delivered in kind as to ail unitized
substances on the basis of the-emQUnts thereof allccated to unitized Federal
>land“as provided herein at the fates specified in thetrespective Federal 1esses,
or at such lower rate or rates as may be authorized by 1ew or regulation; pro-
vided, that for Tanana.an which +he royalty rate denends nn'fhn Anily averaae
\‘productlon per well, sald averaée productlon shall be determlned in accordance | | o s
with the Operatlng regulatlons as though each partlclpatlng area were a- single | |
consolldated lease. | |

'Royaltyrdue on account of prftateiy—QWned lands shall be computed and
paid on the'basis of .all unitized substances‘allocated to sueh lands.

15. RENTAL SETTLEMENT,

Rental Qf'mininum'rofalties due on 1eeses commi tted heretO'shall be
kpaid by working interest>cwnens“responsiblemtheréforvﬁndervexisting contﬁects,>
laﬁs,’and regulatiens, previded that nothing hereinicontained,shall operate to - -
relleve the lessees of any land from thelr respective lease: obllgatlons for the
payment of any rental or minimum royalty in 1ieu thereof due under thelr 1eases.
Rental or- minimum royalty for 1ands of the Unlted States subject to this agree-
ment shall be pald at the rate specified in the respective leases from the Umlted
~States unless such rental or mlnlmum royalty is waﬁved, suspended, or reduced by
law or by/approval,ofithe Secretary or hlS duly authorized representative.

With.respect to any lease on non~-Féderal land, if-end when ccnnitted
. to this agreement, containing nrovisiQns‘whiCh would terminate such lease un-

= .

' less drilling operations were within the time therein specified"cemmenced upon
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the land covered thereby or rentals paid for the privilege of‘deferriug such
driliire operations, the rentals required thereby shall, notwithstanding any
other provision of this agreement, be deermcd to aceriue and become psyablé dur-
ing the term thereof as extended by this agroement and until the required drill-
ing operations are commenced upon the land covered thereby or some portion of

such land is included within a participating area.

16, CONSERVATION,

Operations hereunder and production of unitized substances shall be
conducted to provide for the most econoﬁjcal and efficiént recovery of sald
substances without waste, as defined by or pursaant to State or Fedefal law or
regulation.

-17. DRAINAGE,

The Unit Operator shall take appropriate and adéquate measures to pfe-
vent dréinége_ofvgnitiZGdvsubstances from unitized land by wells on land not
sub ject té this agréement, including wells on adjaceh£ wiit areas. - |

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED,

‘The férmé,'ébﬁditions,”and proviéionéydf all leases; subleaées,'aﬁd
other contracts reiatiﬁg tq‘explcration,*drilling; development, or'ope:ationlfor'
0il or gas of lands committed to thiS'agreemeht are hereby exﬁressly'modified
and ameﬁded to the;ektent‘necessary to make the same conform to the provisions
hereof, bﬁt otherwise to remain in full force and effect; and the parties hereio -
heréby consént‘that thé-Segrétary shall ﬂy\his appféval hefeof, or by the ap-
pr6§51 héreof 5y his duly authorizéd'representatiVe, does hereby esﬁabliSh, alter;
change, or‘revdke theAdrilling, produéing, rentél,‘migimum_royéity,‘and rdyéltf |
requirements of Federal leases committed hereto and the regulations in respect
théretoito conform said requiremenié,td ihe provisions>0f this agfeement, and,
without limiting the genérality of the foregoing, all 1eésés, subleases, and-

_contracts are nartieularly wodified in accordance Withvthe'f011owing:~

(a) The development and operation of 1andS'éubject to this agreéﬁent
~under the terms hereof shall‘be deemed full performance of all’oﬁligations for
development arnd opergtion with respect to each and evefy part or separately—owned
tract subject to this agréeﬁent,'regardlesé of whether there is any dé#elopment
of any partibular'part or tract of the unit area, nOtwithstanding anything to

the contrary in any lease, operating agreemeﬁt or other contract by and between

the partiss hereto, or their respective predecessors in interest; or any of them.
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(b) Drilling and producing operations performed hereunder upon any

tract of unitized lands will bhe accepted and deemed to be performed upcn and for
the benefit of cach and.every tract of unitized land, and no lease shall he
deemed to expire by reason of failure to drill_or produce wells situated on the
land therein embraced.

{c) Suspension of drilling or producing operations on all unitized
lands pursuant to direction or consent of the Se¢retary, or his duly authorized
representative, or with the approval of the Commission shall be deemed to con-
stitute such suspension pursuant to such direction or consent as to each and
every tract of unitized land.

(d) Each lcage, sublease or contract relating'to the exploration,
arilling, development or operation for oil or gas of -lands other than those of
the Lhited>8tates, committed to this agreement, if any, which, by its terms>
might expire‘prior to the termination of this agreement, is hereby extended
beybnd an& such term so provided therein so that it shall be continuedviﬁ full

force and effect for and during the term of this agreement.

(e) Any Federal lease for 4« fixed ‘térm of twenty years or any renewal

thereof or any part of such lease whiéhais made subjécf'to this agreement shéli‘>
continue in force beyond the term providéd fhereinbuntil the termination herebf.»
Any other Federal.ieése cpﬁ@itted Lereto shali'contihue in force beyénq the

term SO'prbvided therein or‘by law 'as to the cdmmittéduland so long as such

lease reﬁains;subject\here%o, prqyided, that pyoduCtion is had—ig paying quan-

(f) Each sublease or contract relating'iq the operation and develdpment
of un}fized subéfanées from lands of the United States ébmmitted to this agreement,
whiEh byﬁi£5'terms would expire prior to fﬁe fime at whiéh thé underlyihg 1ééSe,

_as extended by the immediately preceding~paragraph,‘wiil‘eXpire, is hereb& ex—
"'téndéa_ﬁéyond'any such term so provided‘thérein 50 thét_it shall be continued in
>full forpé and effect er‘éna during the term of the(under;yingélease as .such

term is herein exﬁéﬁded. |

(g)«gThe segregation¢bf‘any Federal lease CCmmnitted to this agfeement
is governed by the following prdvision in the fourth paragraph of Sec.-17(b) of
‘the Ac-i? of February 25, 1920, as amended by the Act of Juiy 29, 1954, (68 Stat.
583/, 585): "Any (Federai) lease hereafter committed to any such (unit) pian

embracing lands that are in part-within and in part outside of the area covered
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by any such plan shall be segregated into separate leases as to the lands com-
mitted and the lands not committed as of the effective date of unitization; pro-
vided, however, that any such lease as to the nonunitized portion shall continue
in force and effect for the term thereof bt for not less than two years from
ihe ddte of such scgregation and so long thereafter as oil or gas is produced
in paying quantities,™
19. COVENANT LAN

The covenants herein shall be construed to be covenants running with
the land with respect_to the interest of the parties hereto and their successors
in interest until this agreement terminates, and any grant, transfer, or convey-
ance, of interest in land or leases subject hereto shall be and hereby is con-
ditioned hpon the assumption of all privileges and obligations hereunder by the
grautee, tfansferee;-or other successor in interest. No assignment er ﬁrénsfer
of any working interest, royalty, or other intefesf”subject hereto‘shall be’bind-
~ ing upon the‘Uhif Operator until the f{irst day of the calendarfmonth‘affer'Unit
Operator is furnished with the original, photoetatic, or certified'cépy of the
_ ihstrument“of transfer.

20. EFFECTIVE DATE AND TERM,

This agreement shall becorme effective as of ¥ﬁe first dayﬂdf fhe month:-
in which it is approved by the Director or his duly authorlzed representatlve ang
. shall remain in effect until July’ 1, ;960 and so 1ong thereafter as unitlzed sub=
‘ stances can be producedzln paylng quantltles, i.e., in this partlcular,;nstance
in'quantities sufficient to pay for the costs.éf‘preducing same fromtwells'On‘
unitized‘land‘vithin any'participeting area'eetabiishedtﬁereunder and, should
production cease, so long thereafter as diligenﬁ operafione are in,pfegress'fbr7‘
ﬁhe,restoratiOnvof produetion-or discovery of new production and so 1dng”there—

after as the unitized substances so discovered can be prodﬁced as aforesaid, or

- 1t is terminated as heretofore prov1ded in this agreement

Thls agreement may be termlnated at any time. by not less than seventy-
4five:percent, on t~:acreage ba31s, of the owners of working 1nterests 51gnatory
-hereto, with the approval of the Director; notice of any such approval to be.
given by the Uhlt Qperator to all parties hereto. ' : “
| 21. RATE OF PROSPECTING, DEVELOPMENT, AND'gRQDUCTIOE,

. A1l unit production and the dieposal thereof shall be in conformity -

with allocations, allotmente and quotas made or fixed'by any duly authorized
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person or regulatory body under any Federal or State statute. The Director is
hereby vested with authority to alter or modify from time to time, in his dis-
cretion, the rate of prospecting and development and within the lirits made or
fixed by the Commission to alter or modify the quantity and rate of production
under-this agreement, such authority being hereby limited to alteration or modi-
fication in the public interest, the purpose thereof and the public interest to
be served thereby to be stated in the order‘of alteration or modification; pro-
vided, further, that no such alteration or modification shall be effective as
to any privately-owned lands subject to this agreement as to the quantity aﬁd
rate of production in the abszence of specific Qritteﬁ appfoval thereof by the
Commission. :

Powers in fhis section vested in the Director shall 6n1y be ekercised
after notice to Uhit‘Operator and opportunity for‘hégring to be held not leés
thép fifteen days from notice.

22. CONFLICT OF SUPERVISION,

Neither the Uhit.Opefator nor fhe»ﬁorking interest owners-nor any éf
“them shall be subject to any forfeiture, termination or expiration of any rights
hereﬁnder_or undef ény leeses or cdntrécfs“subjéctkhereto,'or to any penalty or
liability on account of delay or failure-in whole or in part to_comply with any
applicable provisién theréof’fo fhe eﬁfent that»the‘said‘Uhit Opergfor, working
interest owneréxor>ényf6f them are:hiﬁderéd, delayed or prevenied froﬁ complying
theréﬁith by reason of failure of ihe Unit Operator to obtain, in the exergiSe
ofidue‘diligence,‘the concurrence of‘pfoper representatives of the United States
and p;opér representatives of the State of.NéW’MEXicd,in-anﬁ about aﬁy‘mﬁitersi
or thing conceriing which it is requiréd herein that such céhcurfence‘be‘ob-
taihed.,viié parties hereto, including the Commission,~a§fee:that ail‘béwers
and authority vested in the Commission in and by any proyiSions of this contract
are vésted in the Commissibn‘énd’shail be exercised by 1t pursuant to the‘p;oé
visions of the laws of the State of New Mexico énd\sUbject in any case to appeal
or judicial re&iew as may now or hereafier be érbvidéd by the laws of the State
of New Mexico. o :

23.  APPEARANCES.. |

Unit Operator shall, after notice to other parties affected, have“the';
'fight to appear fof or-.on behalf of any and all interests affected hereby be-
fore fhe'Department of fhe Interior and the Commission and:to appealAfrom orders

7 R
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issued under the regulations of said Departiment and//or Commission or to apply

for relief from.any of said repgulations or in any proceedings relative to

operations before the Department of the Interior, the Commission, or any other

legally constituted authority; provided, however, that any other interested party

shall also have the right at his own expense to be heard in any such proceeding.
24, NOTICES,

M1 notices, demands or statements reqﬁired hereunder to be given or
rendered to the parties hereto shall be deemed fully given 1f given in writing
and personally delivered to the party or sent by postpaid registered mail, ad-
dressed to suéh barty or parties at their respecti;e addresses set forth in con-
nection with the sigﬁéturés hereto or to the ratification or consent hereof or
to such other address as any such party may have furnished in’writing to party
sending the notice, demand or statement. : . n : \ o

25. NOQ WATVER OF CERTAIN RIGHTS,

Nothing in this agreement contained shall be(construed as a wéiVér by
any party hereto of the right to assert any 1égai or constitutional right or
defenSe¢a$ to the yalidaity or invalidity of any law of the Sﬁafe ﬁheréin said
unitized lands aré loéated, or of the*Uhitea States,_of'regulaﬁidnsjissued~th¢ré- : ‘ e
under in any way affeétihg such‘party, or as a waiver by‘any>§u¢h party_of‘any’ |
right beyond his or‘ifs authorify to waive; |
© 26, UNAVOIDABLE DELAY,

Al11 obligations under this agreemént'requirihg the Unit Operator to

commence or continue drilliﬁg or to_C{peIVRte on or produce unitiééd substéhces>
from ény of the lands covered~by thié'agreemenf shall be suépendéd while, bﬁt
~only so long as;'the ﬁnit'Operétor Qespite the éxercise of due care and dili-
gencte is-prevented from coﬁplying with such obligations; in wholeror in pért,
by strikes, acts of God, Federal, State,'or.municipal law or agénciés,_unavoid-
able accidents, uhééntroliéble delays in iransportafion, inability t6>c5tain‘
necessary materials in 6pen market,‘or other nstters beyond the reasonable ébn—v
trol of the Unit Operator whether similar to matters herein enumerated or not. “
27. EAIR EMPLODMENT, |

In connection with the performance of work under this agreeﬁeﬂt;_the
Unit Qpérator agrees not to discriminate against any emplbyee or applicant fcr
employment because of“raée,‘religion; cdlbr, or national origin. The afdfe-

- said provision shall include, but not;be limited to, thé'folloﬁing: employment,
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upgrading, demotion, or tranéfer; recrulitment or recruitment advertising, lay-

-of f or termination; rates of pay or other forms of compensation; and selection

for training, including apprenticeship. ‘The Unit Operator agrees to post herc-
after in conspicuous places, available for employees and applicants for employ-
ment, notices to be provided by the-contracting officer setting forth the pro-

visions of the nondiscrimination clause,

The Unit Operator agrees to insert ihe foregoing provision in all sub-
contracts hereunder, except subcontracts for standard commercial suppiies or
raw materials.

28. LOSS OF TITLE. ‘
In the evenﬁ title to any tract of unitized land shall fail and the

true“owner cannot be induced to Join in this unit agreement, so that such tract

is‘not fully committed to this agreement and the operation thereof hereunder

becomes impracticalAas a result thereOf, such tract shall be autbmatically ré;

gardedias ﬁot éomﬁittéd hereto and there shall be such readjustment of futufe

costs and benefits as may be required on acco@nt:of the loss of such title. In

‘the.eyeni of a disphte as to-title as to‘any royalty, working interest, or.other

rinﬁefests subject theréto;‘payment or déliﬁery’opfacéount‘thqfeof mgy be with- L e
held without 1iabiiity for interest until the'aispute is finally éegéléd;_pro—

vided, that as to Federal lahd orAleéses; no payﬁents of -funds due the United

States.shbuld be withheld, but such funds of the United States Shéll be'depOSitedi

as‘directed‘by the4Supervisoi,to be heid'as unearned money pendihg’fiﬂal séttie— '
‘meht of the title éispute; and then apblied as earned or returned in>aC¢Oidanée :
with such fihai settlement.
Unit Operaﬁbr ac such is relieved ffom any responsibility for\aﬁy
defect or failure of any title hereunder.
29. NON-JOINDER AND SUBSFQUENT JOINDER.
If the owner of any substantial interest in a tract within the unit
:area:fails or refuses to subscribé‘or consent to this agreement; the owner of
the working interest in that tract may'withdraw‘said tract from this>égreemént{
by written notice to the Director and the Unit Operatof priorvtd:the;agproval—

of this égreemeﬁtiby the Director. Any such tract not Sb‘withdfawn shéi1 be

considered as unitized, and any necessérj ad justments of royalty occasioned by

failure of the royalty and’record’ownér to join will be for the a¢count of the

" corresponding working interest owner. Any oll or gas interests in lands within
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the unit area not committed hereto prior to submission of this agreement for
final apbw'oval may thercafter be committed herelo by the-owner or owners thereof
subscribing or consenting to this agreement, and, 1f the intercst 1s a working
interest, by thé owner of such interest also subscribing to the unit operating
agreement,  Joinder to the unit agreement by a wor}{iné interest owner, at any
time, must be accompanied by appropriate joinder to the unii operating agrec-
ment, if more than one committed working interest owner is involved, in order
for the interest to be regarded as effectively committed to this unit agreement,
After operations zre commenced hereunder, the right of a subsequent Joinder, as
provided in this section, by a working interest owner is subject to such I‘eqﬁire-— ‘
ments or approvals,. if any, pertaining to such joinder, as may -be provided for
in the unit operating agreem_e’nt., Af-'uer :i‘inal >approval hereof, joinder by a non-
working interest owner must be consented to in writing by the working interest
owner committéd hereto and r'ke“spo'nsi‘b]'_e i*»foi‘ the payment vof any benefits that may
acerue hereunder in behalf of such nonevzdrking interest. Joinder by any owner
. ’_ 3 ) of a non-working interest at any time must be accombanied by appr'oﬁriate joir‘i&er

by the owner of the corresponding working interest in order for the ‘inte're‘s‘b to

et

be regarded as effectively commi tted héreto;' EXceiSf, as may 'bm{érwise' hérei@l be
,pfovidea, sui;sequeﬁt Jjoinders to this agreerﬁent »shall be Jéff‘ective és of At-he
' f_ii‘rst day of ;‘,her mon'th following the ‘filibné with the Supervisor of duly executed
counterparts of all or any papers necessary Vi':o. establish éffecti‘ve gommitmeht
«6f any tract to-this agreement unlésé objec‘fioﬁ to éuéﬁ.joinder is &ulif made
: withip"Sixty-days by the Director.
30. COUNTERPARTS, | N

This agreement may be executed in any number of counterparts, no one

of which needs to be executed bjally parties or may be ratified or consented to
‘by separate instrument in writing specifically referring hereto and shall bé
vinding upon all'those parties who have exécuted such a counterpart, z'afification,

or consent hereto with the éamé_ force and effect as if all such parties had

. signed the same document and regardless of whether or not it -is executed by-‘ all
other parties "Qming or claiming an interest in the lands withiri the above-

described unit area.
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IN WITNESS WHEREOF, this unlt agreement is executed by the undersigned

parties hereto as of the dates set opposite viaeir respective signatures;
UNIT OPERATOR AND WORKING INTEREST OWNER

SAN JUAN GAS CORPORATION

Date: ‘ By

President
ATTEST:

’ Secretary
300 Shell Building
Tulsa, Oklahoma

OTHER WORKING INTEREST OWNERS

GARDNER PETROLEUM COMPANY

Date: ‘ | "By
. - : President
ATTEST: -

ST _ Secretary’ _ : o » S T
1025 Mayo Building R T : e . ' ' S e
Tulsa, *0Oklahoma :

 SKELLY OIL COMPANY

Date: : By : —
L . S Vice President
" ATTEST: : '

Assistant Secretary
Skelly Building
P..0. Box 1650
~Tulsa, Oklahoma

GILCREASE OIL COMPANY

Date: | . By SRR
' President
ATTEST: ‘

TR  Secretary
P. 0. Box 2708 g
San: Antonlo, Texas

7 ‘ S. J. Unit Agreement - Pege 23




Pale:

ATTEST.

Asglstant Secretary
Humble Bullding
P. 0. Box 2180
Houston, Texas

Date:

ATTEST:

Assistant Secretary
- Guaranty Bank Building
P. 0. Box 2097
Denver, Colorado

Date:

“ATTEST:

Assistant Secretary
P. 0. Box 900
Dallas, Texas

Date:

- ATTEST:

Assistant Secretary
523 West Sixth Street
Los Angeles 14, California

Date:-

ATTEST:

Assistant Secretary
1206 Pacific Mutual Building -
" Los Angeles 14, California

© 8. IV Unit Agreement - Page 24 -

By

HUMBLE OIL & REFINING COMPANY

By

GULF OIL CORPCRATION

By

Attorney in Fact

MAGNOLIA PETROLEUM

COMPANY

By S—
. ~ Vice

CYPRUS OIL COMPANY

President-

Vice

L. ¥W. WICKES AGENT

By

President °

CORPQRATION

Vice

Presidént




CLARK & COWDEN PRODUCTION COMPANY,
A PARTNERSHIP

Date: : By

General Partner and
5543 Yale Boulevard Attorney in Fact
Dallss .6, Texas

CLARK & WILSON, A PARTNERSHIP

Date: ' : By

General Partner
5543 Yale Boulevard
Dallas 6, Texas

R. L. CLARK CRANDCHILDREN TRUSTS

Date:; : "By .

. ' Trustee
5543 Yale Boulevard -
Dallas 6, Texas
LT e o o . : S , . Vice President
3 - ATTEST: - . : ' - L e
. ~ Assistant Secretary
Date: :1“ By . ‘ —
o : Vice President
ATTEST; » :
Assistant Secretary
Date: . » , - By . S
' ' - "Vice President

ATTEST: | - o )

Assistant Secretary

S. J. Unit Agreement - Page 25 .




Date:

Address: 700 Mercantile Bank Bldg.
Dallas, Texas

Date:

Address:

Date:

Address:

Date: _

- Address:

Pate:

‘AﬁdresS:

Date:

Address:

Date:

Address:

'S. J. ° Unit Agreement - Page 26

A, G, HiZ1

Margaret H. Hiil




STATE OF

)
)
)

COUNTY OF
The foregoing instrument was

’ 195______, by

acknowledged before me this ___. day of

President of

Corporation, in behalf of

said corporation.

My Commission Expires:

STATE OF ) ‘

: ) ss.
COUNTY OF )
The foregoing instrdment was

, 195_, by .

Notary Public in and for
County, State of

acknowledged before me this day of

’ President of

s @

Corporation, in behalf

of said corporation.

My Commission Expires:

_ STATE OF ) a
o ) . ss.
COUNTY OF )
The fofegoing instrument was

, 195__, vy

Notary Public in and for
County, State of

acknowledged before mé'this day:cf

, - president of

s &

of said corporation.

My Commission Expires:

STATE OF L
R ‘ _ 8s.

N s

COUNTY OF
The foregoing instrument was

’ 195~_, by

“ “Corporation, in behalf

Notary Public in and for
County, State of

acknowledged before me this day of

i . President of

said corporation.

My Comuission Expires:

Corporation, in behalf of

Notary Public in and for
County, State of

3}',‘— 3




The fOregoing instrument was -

5 195_, by

STATE OF )
) 88,
COUNTY OF )
The foregoing instrument was acknowledged before.me this _ day of
, 195__, by
My Commission Expires: Notary Public in and for
County, State of
STATE OF )
) ss,
COUNTY OF )
‘The foregeing instrument was acknowledged before me this day of
, 195__, by | ;
M& Commission Expirés:_ Notafy Public in and for
B '~Cognty,'state of :
STATE OF )
S o ) ss,
" COUNTY OF - -~ ) )
The foregoing instrument was acknowledged vefora me this ' ’déy‘éf
, 195__, by
My Commission Expires: Nétary’Public in and for-
County, State of
' STATE OF ) ‘
s : ) ; SS.
COUNTY OF )
acknowledged before me this day of

My Commission Expires:

Notary Public in and for.

County, State of |




EXHIBIT "B" - SAN JUAN 24-2 UNIT - RIO ARRIBA COUNTY, NEW

Serial No., Land Owner
Tract No. of Lease Date Percentage Record Owner of lease
No. Description Acres and Term of Royalty or Application
1 Sec. 1: Lot 2, SW/4 NE/4 724.98 S.F. 079331 U.S.A, A. G. Hi1l
{2y Sec. 2: SE/4 5-1~48 1234 A1l N
e Sec. 3: lot 1, SW/4 NE/4 5 yrs.
Sec. 10; E/2 SE/4 Ext'd add'l
Sec. 11l: SW/4 ‘ 5 yrs,
Sec. 12: E/2 W/2 .
2 Seec. 14: S}/l, | . 640.00  S.F, 079338 U.S.A. Lindsey Hooper
See. 15: S/2 SE/4 4-1-48 123% A1l
Sec. 22: N/2 SE/, 5 yrs. :
Sec. 23: W/2 SW/4 Exttd add!l
Sec. 35: N/2 SW/4 S -
3 :Sec. 25: S/2 NW/4 400,00 S.F. 079429 U.S.A, A, G, Hil1
Sec. 33: SE/4 8-1-48 123% m1 ,
Sec. 34: SW/4 5 yrs. ,
; o Ext'd add'l
! ;/f‘ ‘ 5 yrs.
; 4 Sec. 36: NE/4 SW/4, 80.00 S.F. 079457 U.S.A..  Gulf Oil Corporation
s - NW/4 SE/4  5-1-48 Al ,
, 5yrs. - o
Ext'd add'l .
. | T -5 yrs.
‘ | 5 Sec. 153 NW/4 NE/, 40.00 S.F. 080022 VU,S.A.  *R. L. Davisson,
: : ‘ 8-1-49 1232 A11 Jr.
: 5 yra, _
o “Ext'd add'l
August 9, 1957 5 yrs.

2 . wAssignee under sssignment filed for approval.




MEXICO

Overriding Royalty

Page 1

Working Interest Owner Under
Option Agreement, Operating
Agreement or Assignment and

Percentage of Interest

;Owner end Percentage

1

- Bugéne ¢. Comior,
‘ j et al

"1 (See Footnote #4,
i page 9)

2.625%

N AR

©Charlie W. Parcell 5.000%

AT AR MY e e

£
Y

Mrs. Annie Mary
! .vnite, et al
{(See Footnote #5,
¢ page 9)

n

A, G. Hill

fo_pak Mesave:
San Juan Gas Corporation

se_
A, G, Hill

averd

San Juan Gas Corporation

e ‘ gaverde
Lindsey Hooper ~

- San Juan Gas Corporation

saverde

Gulf Oil Cbi'poration ;

San Juan Gas' Corporation
R. L. Davisson, Jr.

A1l
Al

A1l
A1l

A1l

A1l

EE




EXHIBIT "B" - SAN JUAN 24-2 UNIT -

Serial No. Land Ownex-
Tract : . No., of Lease Date Percentage
No. Description . Acres and Term of Royalty
FEDERAL LANDS (Continued)
6 Sec. 13: E/f2 1080.00 "S.F. 080500  U.S.A.
Sec. 25: S/2, NE/, 1-1-52 1259 A11
Sec. 34: SE/4 SEf4 5 yrs.
- Sec. 35: S/2 SW/4, SE/4 |
7 See. 24: /2 320.00 "S.F.080715-A U.S.A,
11-1-51 C L1244 a1
5 yrs. T
Exttd to
10-31-59
. 8 Sec. 24: N/2 320000 SoFo 08071’5-B UnSuA. ’
‘ - 11-1-51 124 a1
_ _ - 5 yrs. B
9 Sec. 2: Lot'l, §/2 NE/4 482,46 S,F. 081294 U.S.A. -
‘Sec. 1).: W/2 NE/4, SE/4 Nw/4 - 5-1-48 123% A1l
Sec. 13: W/2 WW/4, SE/4 N/4 5 yrs.
Sec. 14: E/2 NW/4, SW/4 NW/Z Ext'd add’l
.. 5 Y!‘S.
10 Sec. 33: N/2 NW/4, SW/4 NW/L 240.00 S.F. 081333 U.S.A.
Sec, 26: NW/4 NW/4, S/2 N&/. 4148 1212 A3
5 yrs. :
Ext'd add'1l

August 9, 1957

A

5 yrs.




. RIO ARRIBA COUNTY, NEW MEXICO ‘ Page 2

Working Interest Owner Under
Option Agreement, Operating

‘Record Owner of Lease Overriding Royal ty Agreement or Assignment and

or Application Owner end Percentage Percentage of Interest

* Skelly Oil Company ~ None o Skelly 0il Q@xi:pany M1

A G HIN (1/2) Oscer Abraham 50004 A, G. Hill e

: Magnoiia R , Magnolia Petroleum -

: Petroleum ' _ Company 1/2

¢ Company - (12) | o o
_ { J, Glenn Turner él/z) None ~ ~J. Glenn Turner 1/2
i o . ' Ogear Abraham 2/6) ‘ - _Oscar Abraham 2/6
Cen e Riasen Conpany (1/6)' R . _Riasan Company Y6

B Gardner Petroleum None . . Io Base of Megaverde L

S . i Company, et al E _ _ _San Jusn Gas Corporation All .
= _ ; - (See Footnote #l, ' Below Base of Megaverde i
I ) : ‘page 9) ‘ ' - Gardner Petroleum Company, ~

et al~
(See Footnote #l, page 9)

Gardner Petroleun None

SRl SRS ;c:a‘;‘.w: S A T O e

. . W Say =
‘Company, et al B : San Juan Gas COrpo‘ration
~(See Footnote #1, ’ L Below Base of Mesaverde
- page 9) . ' Gardner Petroleum COmpany,
et al A1l
- (See Footnote #1, page 9)
£




EXHIBIT "B" ~ SAN JUAN 24-2 UNIT

Seriai No.

August 9, 1957

5 yrs.

Land Owner
. Tract No, of Lease Date Percentage
_ No., Description Acres and Term of Royaliy
FEDERAL, LANDS (Continued)
11 Sec. 36: N/2 NW/4 120,00 S.F. 081353  U.S.A.
SW/4 NW/4, : 5-1-48 1234 a1
5 yrs.
Ext'd add'l
5 yra.
- 12  Sec. 1: lots 3, 4, 485.06 N.M, 01356 . U,S.A.-:
5/2 NW/4 5-1-48 123% K11
Sec. 10: NE/4 5 yrs.
Sec. 12: NE/4 Extd add'l
5 yrs.
13  Sec. 1: N2 SW/4 605,12 N.M. 01518  U.S.A,
Sec. 3: Lots 2, 3 5-1-48 1244 A11
- See. 11: W/2 NW/4, W/2 SE/4 5 yrs. - 3
Sec. 12: SE/4 . “Ext'd add'l
- See. 14: W2 NE/4 5 yrs.
" Sec. 15: NE/4 NE/4 B
Y - Sec. U E/2 NE/4 80.00 N.M, 01524  U.S.A. =
i , 5-1-48 1242 A1
‘ 5 VI’S. ; - .
Ext'd addtl




-~ RIO ARRIBA COUNTY, NEW MEXICO

Record Owner of Iease

- or Application

Overriding Royalty
Owner and Percentage

Page 3

Working Interest Owner Under
Option. Agreement, Operating
Agreement or- Assignment and
Percentage of Interest.

. Gardner Petroleum

. .. Company, et al
(See Footnote #1,
page 9) :

¢ L. W, Wickes Agent
" Corporation, et al
- (See Footnote #3,

i, page 9)

AR L I A e e

. Huzble 0il & Refining

GomPanY

R. L. Davisson, Jr. ‘Mrg. Annie Mary

None

None

White, et al )5.(500%

(See Footnote #5, ’
Page 9)

H. E. M1likan  3.000%

sayerde
© Sen Juan Gas Corporation  All
E‘ong Bage of Megaverde
Gardner Petrolcéum Cowpany,
et 8l A1l

" (See Fodtndte #1, page 9)

I_.Bg.ss.__f_,ueqm_._x_e. ‘
San Juan Gas Corporation 1/2

L. W. Wickes Agent Cor-

foration /2
L. W. Wickes Agent Cor- -
-poration, et al A1

4 (See Footnote #3, page 9)
| LW

San Juan Gas Corporation - All

Below Bage of Mpssayepde :
R. L. Davisson, Jr. A1l

San Juan Gas ‘corpor'éﬂon All

Humble Oil & Refining
Company




EXHIBIT “B" - SAN JUAN 24-2 UNI]

Serial No. Land Owner
Tract No. of lease Date Percentage
No. Description Acres and Term of Royalty

FEDERAL LANDS (Continued)

15 Sec. 34: N/2 SE/4, 120.00 N.M. 02597  U.S.A.
N SW/4 SE/4 ’ ~ 8-1-48 1234 M1
' ) 5.yrs.
Ext'd add'l
5 yrs. ’

16 See. 34: NE/4 NE/4 40.00 N.M, 02579-A U.S.A. .
’ : | ’ o 8-1-48 1246 a1 -
‘ 5 yrs.
Ext'd add!l :
5 yrs. '

17  Sec. 33: SW/4 160.00 N.M. 02598  U.S.A,
: A - 8-1-48 124% A1
5 yrs.s . : '
Ext'd add?l
5 yrs.

18  See. 27: W/2 NW/24, 120,00 ' N.M. 02599  U.S.A,
: NW/4 SW/4L 8-1-48 121% A1 .
—_— 5 yrs. -
‘Ext'd add!l
, \ 5 yrs.
19 Sec. 22: §/2 SE/4 80.00 N.M. 03483 _U.S.A. -
_ 4-1-48 . 12hf A1l
°5 yrs.
Fxt'd add'l
5 yrs.

August 9, 1957




! - RIO ARRIBA COUNTY, NEW MEXICO

‘Record Owner of Leagse  Overriding Poyalty

Page 4

Working Interest Owner Under
Option Agreement, Operating

~ Agreement or Assignment and

Percentage of Interest

or Applicetion Owvmer and Percentage
Gardnér Petroleum None

Cowpany, et al
(See Footnote #1,
page 9)

Gilcrease 0il. : None
_ Company, et al .
© (See Footnote #2,
. i . page9)

SO G R Tt S S

Felmont 0il Corporation None

I T Tt

PRI

. Skelly 011 Company Nome

S T

| A . Humble 0i1 & Refining _ -
~ Company ‘ - H. B. Mllikan 3.000%

(2

v
oy

To Base_of Me ga‘qgfﬁs;
San Jusn Gag Corporation = All
Below Base of Mesaverde

‘Gardner Petroleum Company

“et al - A1l

. {See Footnote #1, page 9)

d

San Juan Gas Corporation  All

(9) h
Gilcrense 0il Company,

et al : AL

(See Footnote #2, page 9)
Felwont 0Oil Corporation Al

Skelly o1 Coimpany Al

a8

-San Juan Gas Corporation A1l -

Humble 0i1 & Refining

Company " A

‘‘‘‘
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EXHIBIT "B" - SAN JUAN 24~-2 UNIT -

Serial No. Land Cwner
Tract No. of 1Lease Date  Percentoge
No. - .Description Acres and Term of Royaity
FEDERAL LANDS (Continued)
20 Sec. 2: Lot 2 162.42 N.M. 03739  U.S.A.
Sec. 11: NE/4 NW//4 5-1~48 1214 M1
See. M4: NW/4 NW/Y Ext'd add'l
5 yrs.
21 Sec. 237 SE/4 NW/4 80,00 N.M. 03745  U.S.A..
: Sec. 26: NE/4 NW/4 4=1-48 1233 a1
5 yrs' .
Ext'd add'l
5 yrs.
22 Sec. 36: SE/4 NW/4 40.00 N.M. 03752 U.S.A.
: ’ 5-1-48 1234 M1
Ext'd add'l
5 yrs.
23 Sec. 23: NE/4 320.00 N.M. 03768  U.S.A.
Sec. 35: NE/4 4=1~48 Al
' 5 yrs.
Extt'd udd?l
5 yrs.
August 9, 195'7




_RIO_ARRIBA COUNTY, NEW MEXICO Page 5

Working Interest Omer Under
Option Agreement, Cpersting

“Record Owner of Lease Overriding Royalty Agreement or Assignment and
“or Application Owner and Percentage Percent of Interest
| ?fdificzfease 0il Company, None o To_Buse of Mesayerde
: et al- ‘ : Sen Juan-Gas Corporation  All
‘- i(See Footnote #2, Below Bage of VMesaverde
© page 9) , '  Gilerease 0il’ Company, :
- , , : et 2l - Al , -
v » - (See Footnote #2, page 9) :
Gilerease 01l Company, None | IQ_Béﬁ.Q..Qf_Mﬂﬁﬁmdﬁ |
: et al o San Juan Gas Corporation  All
(See Footnote #2, T Below Bage of Mecaverde
; page 9) : , Gilcrease Oil Company,
S SR | etal oo
3 . o (See Footnote #2, page 9) :
‘Gilerease Oil Company, None | ' To Base of Mesaverde
;- et al : Juan Gas Corporation All
~§(See Footnote #2, : o ‘ ‘Bage o ave,
{ page 9) ' : Gilcrease 0il Company,
: T ‘ | etal | A
: 5 (See Footnote #2, ‘page 2)
{Humble Uil & Refining . To_Base of Mesaverde - _
* : Company . H. E. Milliken 3.0008 San Juan Gas Corporstiom  All-
' oL ' ‘ ' se o 8 :
. Humble 0il & Refining
Coupany , All
i
i




: ¥

EXHIBIT "B" -~ SAN JUAN

Sec. 26: NE/4 NE/4

“August 9, 1957

Serial No. Land Owner
Tract . No. of Lease Date Percentage
No. Description Acres and Term of Royalty
FEDEBAL LANDS (Continued) \
24  See. 13: SW/4 1080.00 N.M, 03992 U.S.A,
 Sec. 22: NE/4 : 4=1~48 1234 A1
See, 23: B/2 SW/4, W/2 SE/4 5 yra.
Sec. 261 SW/4, S/2 NE/4, Extfd add'l
. NW/4 NE/4 5 yrs.
.See. 27: ¥/2 B/2
~ Sec. 35: NW/4, |
25  Sec. 36: B/2 NE/4, ¥/2 SE/4, 320.00 N.M. 03994  U.S.A.
- SW/4 SE/4, 5-1-48 12b% A1l
SE/4 SW/ks W/2 SW/4 5 yrs. |
o Ext'd add'l
: SR , 5 yrs.
26" Sec. 36: W2 NB/4 80.00 N.M. 015020-A U.S.A.
: 8-1-54 124% A1
5 NI‘S. ) .
27 Sec. 23: K/2 SK/4 200,000 N.M. 019399 U.S.A. .
Sec, 25: N2 NW/4 P 35-175,6 12i% AY
"5 yrs.

TOTAL FEDERAL LANDS -




24-2 UKIT - RIO ARRIDA COUNTY, NEW MEXICO Page ¢
Working Interest Owner Under
Option Agreement, Operating
‘Record Owner of Lease  Overriding Royalty Agreement or Assignment and
or Application Owner and Percentage Percentage of Interest
L ‘A G HIL ’ Pugene C. Cannor, . 2.625% To Base of Mesaverde .
‘ : ‘ , et al. _ . San Juan Gas Corporation All -
" (See Footnote #4, Belgw_Base of Mesayverde o
page 9) ' A. G, Hill All
S A, G, HEL | Eugene C. Comnor, 2.625% = To Base of Mesaverde
L ' ve1‘; al. : ~ . San Juan Qas. Corporation All
CE (See Footnote #4; ' Below Base of Mesaverdg
=N ‘ o -~ .page 9) - A, G, H1 - “AJl
¢ Humble Oil & Refining George Cuccia 1.000¢ To Base of Mesaverde - o
- . Company . John P. Cuccia 1.000¢ ~San Juan Gas Corporation All
i . » Vincent Cucéia 1,000% ‘ . _ .
: = 3,000 Humble 0il & Refining -
_ Company A1l
" Fubco Development, ~ Nome " " Pubco Development, Ine, ALl A
,, 8,420»;64 Acres
j-




EXHIBIT "BY -~ SAN JUAN 24-2 UNIT

Land Owner
Tract - No. of Lease Date Percentage
No. Description Acres and Term of Royalty

PATENTED LANDS

Lo , 28 See. 1: Lot 1, SE/4 NE/4 322,66 2-28-56 Roger- J.

D — SE/4, S/2 SW/4 ‘ 5 yr8. Palmer
- , HBP -~ 8.333%

H. J'

Guthmann

2.083%

Thomras

- McKenuna

0 1.042%

: T : o * Joseph
SN RIS R | * | : a . Ll.os2g

b 29 see. 2:1ots 3, 4, 644,72 3-13-56. - Milton ;
4 = 5/2 NW/%, SW/4 2 yrs. . Davis, | e
; : See. 3: SE/4 NE/Z, A ‘ et al : ’
- SE/4 NW/4, E/2 SW/S ~ 1243

.1 30 Sec. 10: W/2 SE/4 80.00 '2-1-47 A. G.
T ) - 10 yrs. Johnson

Unleased Fannie
Hi1l

1 31 See.1: B2 E/2 480:00 - J.B, Harty
-1 ~ " See. 12: W/2 W/2 “ 12ig
z ' See. 15: /2 m«:/z., u/z SE/4

August 9, 1957




= RIO ARRIBA COUNTY, NEW MEXICO

E»Record Cwner of lLease

Overriding Royalty

Page 7

Working Interest Owner Under
Option Agreement, Operating
Agreement or Assignment and
Percentage of Interest

"or Application

© Sen Juan Gas
Corporation

San Juan Gas
¢ Corporation

7

sl

)hgnolia "?étroleum
- Company . -

Tsxd

g

:%lhle'aséd o

“Skelly 011 Company

Owner and Percentage

None

" Nome

‘San Juan Ges Corporation A1l

Sen Juan Gas Corporation A1l

Magnolia Petroleum Compeny A1l

A




EXHIBIT "B" - SAN JUAN 24-2 ULTT.

; Land Ownér
Tract o No. of Lease Date Percentage

No. Deacription Acres and Term ~of Royalty

PATENTED LANDS (Continued) |

32 Seo., 27: SW/h SWh 320.00 Paul Brown
~ Seo, 34 NW/4, W/2 NE/4, R - 2
: SE/4 NE/4 - , L - ”
33 Seo, U: SW4 | 480,00 1-1-47 J.F, Browh
Sec. 27: E/2 W/2, » » 10 yrs. 124 -

W/2 E/2

TOTAL PATENTED LANDS =~

~ BRECARI1 Do LT
LAND Acm .
Federal 8,22
Patentéd | —_2_’33
Totaylg‘ 10,74

August 9, 1957




-~ RIC ARnIBA COUNTY, NEW MEXICC Page 8

Working Interest Owner Under
Option Agreewent, Operating

- Record Ovmer of L-1i8e  Overriding Royalty Agrcement or Assignmert and

- or Applicetion Owner and Percentage Percentage of Interest

A G, HIL . Nome ‘A, Go HAL1 | Al
Mé_gnolia Petroleum ‘Horace F, 'McKéy, Jr. Magnolia Petroleum Compém',All
¢ Company : $10.00 per acre out of : :
S 16,25% of all produc-

i ‘ tion from SW/4 Sec. 14.

b 1 - 2,327.38 Acres

MULATIOQN |
SAGE PERCENTAGE

10,04 78.34%

¥7.38 21.66%
7.42 100, 00%_

e

i

i{‘,

?
£

i

%
i
i
&
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QIIIBJLT "pY - SAN JUAN 24“2 UNIT ~ R3O s

FOOENOTES

#1 Gardner Petroleum Cowpeny, et al, includes:

Gardner Petroleum Company : (1/3)
Lindsey Hooper (1/3)
Slark & Cowden Production Co.,
a Partnership (5/24)
. , " Clark & Wilson, a Partnership (1/24)
oY) R. L. Clark Grandchildren Trusts,
e Rawlins Clark, Trustee (2/24)

#2 Gilcrease 0il Company, et al, includes:
Gilerease 0il Company . - (1/2)
Ruth Gilliland Kistler, '
Independent Executiix of the
Estate of J. W. Gilliland,

Deceased . , /L)
Ralph Gilliland » - {1/4)
# L. W. Wickes Agént Corporation, et &l, ?q;cl‘udes: :
L. W. Wickes Agent Corporation (1/2)
Cyprus 0i1 Cérporation,” a division -
“of Cyprus Mines Corporation gl/l.)
‘Skelly 0il Company %)
L :
:? o ’ : _ #5 Mrs. Annie Mary White, et

Mrs. Annie m:ry White
Lindsey Hooper

“John  C,-Martin, Jr.

Joe B.- Houston

“Gerald B. Kiein

John R. Cartmill

Mr. H. E. Milliken and G
© Milliken, Joint Tenant
Dr, William Kenneth Newi

©ugust 9, 1957




ARRIBA COUNTY, REW MFXICO

#, Fugene €, Connor, et al, includes:

I NN PR AT AR YA S S e s Ay ey e M LG b <y e o oy are

61, includ

es;:
1.

akazg

L

§ axk

&k

Eugene C. Connor 1168464
.. Le L. Henry o ‘ 1739103
Mrs. Florence Randall .130430%
Mrs. Stella Connor "+ 206530%
‘John R, Cartmill . X74997%
- John C. Martin, Jr, < 007609%
~ Joe B. Houston .011413%
Gerald B. Klein . 011413%
Mrs. Davida Gilmore . 076090%
R. L. Davisson, Jr. « 3740804
Annie Mary White:- . 278985%
* Gardner Petroleum Company «304367%
Willie S. Gardner : +228261%
Lindsey Hooper < 1749972
J. H. Gardner S - . 126814%
Mr. H. E. Milliken & Goldie -
- Milliken, Joint Tenants: .038043%
-Dre Williem Kenneth Newill - .038043%
Charles W. Lovejoy & Constance -
Lovejoy, Joint Tenants -~ - _,152171%
- : 2.624999%

Paga 9




