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| IN qHE HATTER OFF : \

\CASE 2301 Applica’cion of the Murphy Corporatisn for ap-:

\ proval of the Horthwest caprock Unit Agrees \

‘\ ment, L€

the aboves styled cause,

Northwes
embraces
; 1gnd in

Last, Leg

———-—-——

. BEFORE:

a County, Wew MexicO- Apnllcant, in ¢
t Caprock 1 .
approximately 15 of State :
Townghips 11 2and 12 South, Range 32 0t
countys Wew Hexico- H

————e_

|
\ paniel S -jatters Examiner. \
| \
23;E§9—3232 OF 2399?:..213:9?. \
\l
MR. NUTTER * e witd call next Case 2301. !
\ \. MORRIS: 08¢ 2301. f'

\

Application of the Murphy Cor- i
i

' poration for approval of the worthwe st Gaprock Unit Agreement, Lea |

i

! county, Yew MexicO. &

i’ M. FINKLE: ¢larence Hinkle of Hervey, DOV % Einkle, \x

‘\} Roswells appearing on benalf of the applicants I;'xux-phy Corporation.\
‘ M. NUTTER: any other appearances in this case?

MR . FIVELES Je have tWO witnesses W€ would 1like o have |

aworn. \

(7itnesses aworn)
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(whereupon,-ﬁﬁrphy's Exﬁfbifgﬂﬁds.g
1 and 2 were marked for identi~ '
ficetion). ‘

|
MR. HIVKLE: Call Mr. Simmons firct. g
IIARRY SIMMONS, ﬁ
22 » witness, heving been first duly sworn on oath, testi~

| fied ag follows:
DIRECT EXAMINATION

BY MR. HINKLE:

Q Your name is Harry Simmons?
|
? A Yes, sir.

P Q You are employed by the liurphy Corporation?

A Yeas. !
!'A H
! Q Where do you reside?
i
| A I 1ivse in Nenver, Colorado,

i
i
|
Q What is your capacity with the Murphy Corvporation? {

A I am the division Landman for the Denver Division, whichi

has the responsibility, among other areas, the Southeastern part of

New Mexico.

1 G Ars you familiar with the area that ls involved in this
' application, which is the Northwest Caprock Unit?

A Yes, I am.

: Q Are you familiar with the application which hag been fil%d
‘with the Commission?

A Yes.
§ Q Pleagse refer to Murphytas Exh;bit Wo, 1. Doesg thls show

®

;the proposed Northwest Caprock Unit area?
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A Yes. Inxs Unit ares ig watld ad in rec on the Trhibit
1 plat. 1t shows the land ownershlP 1pn the are? with the propo 260 |

' Gnit ot Lqtlined witn the proposed Jocation of the unit well

5 ﬁ_\c’lrcled in red. \
; \ Q Does it sho¥ the ownershi?® of the screaze? “‘
% \ A Yes, =ST: That 18 the leashold snterest. | \‘
\ Q Wnat 1s the characteristic of tne 1and 1nvolveds is 11:}
‘\\_State or fee OT Federal 1and? .‘:
.‘-. A This Unit covers 1525.3" sacres. 1t is a1l State of “ew |
‘ MexicO common scnool 1ande ;"\k
Q Ape you fgmiliar 4ith the ford of unit agresment which \
. has been giled with thi s application‘? \“
\x, A Yes, si;f, 1 am. \
\\ Q 1s the Murohy Corporation named a8 8 unit operator‘?
‘ A Yes, 8ire-
\\‘ Q Does that for® follow gub stan’cially the =ame ¢orm that \
ihas neretofore been approved by the Corrxm:‘\.ssioner of Public T,ands \
. I'i and the Goxnmission where only gtate 1ands are involved‘?
% A ves, it does.
;':1:_ Q@ Has this particu,_r' form been approved by the Commission
5
% of Public Lands ©OT his ataff OT nwia office =7
33 : A ves, it has-
c - as Lo £ arm?
. | A Yes, SiT- ‘ | \
Q Does the unit ag*ceement pequire & rest well to be drilled,\?
—_— .

&
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aapproval of the
of the_northwest of Se

Q that 1

A The well 18 to be ©

e ——

Yea, air, it 3068S.

Q when is the ~well to

Unit. The wWe-x

A The projected depth

Q what format

A The ©obJ

Q Have you approac'ed

proposed area to 3€€

LY Yesa, wWe have,

: commitment to th;s Unit if it

ions will that

ective formatio

whether ©T not i

and we have one hundred P

it

be commenceé?

1L 1ocation

ction 3, Townsnlip 12 South,

g the projected depth of the

1 11,500 feet

all of tye lease owners within this

is approyed by

Q promiges of commitment‘?
A Yes.
Q In the event t

arilied, and you ghoul

etate whether ©
the interest of
A in 0y
Q wWould
zed gubstances

A Yes,

- we have another

r not, 1N your

a discoveT oil or

hig unit agreement i

opinion, this

coqservation and the prevent

opinion, it "

ould vpe.

jt promote the greatest ultl

in the area?
it would.
MR. HINKIE:

witness wno W

1 might sa¥ ot this time,

111 go into the

ey would Jjoin i

teat well?

test at that depth?

n is the Devoniane.

the Commission.

ommenced sixty deye af ter official
wlll ©be in the northeast

Range 32 Rrast.

n the Unit?

ercent leasehold

g approved, a well is

gas in paying quantities,

agreement would be in

1on of waaste.

mate recovery of uniti-

geology of this

Mr. ExaminpeT, tha

thing




'DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3.66%1

ALBUQUERQUE, NIW MEXICO

PAGE 5

. Unit. Consequently, the Unlon's percentage was approximately fif-

Thatts all the qQuestlions I have of Mr. Slmons,.
CROSS~EXAMIMATION

BY MR, MUTTER:

Q Mr. Simmons, the tabulation at the end of Exhibit B on

the unit agreement indicates that Union 0il has 362 acresg in this

Unit. Which 362 acres ls that, please?
A First, let me say this: The Union is an owner of 241
acres inside the Unit area. What we have done, we have gotten _

commitments from the other coperators whe do not wish to participaté

: In the inltial cost of the first well, and which Murnhy Corpora- |

tion and other participants in the cost of the first well will pay%

their part, and, in turn, earn part of the acreage inside the

teen percent of the Unlt, and there was 120 acres to be earned, and
by taking that fifteen percent of the one hundred twenty, you come
up with the twenty additionsal zcres. I'm talking in round figures;
of course.

Q In other words, thls acreage is a part of asome of this
other acreage; it's not the acreage thaifs shoﬁn on the plat as
being Union's?

A That is correct.

Q It ig an eargsd acreage?

A - Yes.

MR, HINKLE: Thatts what you will earn?

A Earn by the drilling of the well. o |

®©
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Q (By Mr. NMutter) The tabulation does not reflect the
actual surface acres that the companies own?

A That is correct. It will be the ownership of the Unit

. acreage after the initial test well, and the way the income will

be distributed, Mr. Examiner.

o Q Is all of the acreage in here State acreage?
A Yes, sir. Same beneficiary.
Q And one hundred percent of the working interest has been

| committed or committed to be cormitted?

A That is correct.

MR. NUTTER: Any further questions of Mr. Simmons? He

. may be excused.

|

(Witness excused)
FRANK L. GLAZE,
called as 2 witness, having been first duly sworn on’oath, testi-
fied as follows:

DIRECT EXAMINATION

. BY MR, HINKLE:

Q Your name is Frank L, Glaze?
' A Yes, sir.

TQ Are you employed by the Murphy Corporation?

A VYes, sir,

Q In what capacity?

A Permian Basin géblogist. ‘
{ Q How do yvou spell that name, please?
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Q
A
Q

j since you

A

G-l-a-2-e.
Are you located in Denver at the present time?
Yes, sir.

Are you a graduate geologist?

Yes. I am.

i
!
Have you ever testified before the 0il Conservation Com=- |
|
!

No, sir.

What school did you graduate from?

Texas Western College, E1 Paso, Texas,

What year?
1949.

What dggree?
B.S. degree.
In geology?

Yes, B, S. degree in geology.

Since your graduvation, have you practiced your profession

Yes.

-~ in the geological field?

Yeos, sir.

Have you always been employed by the Murphy Corporation
finished school?

No, sir.

What other companies have you been employed by?

Rotary Engineering Company, Tidewater Oil Compsany,

Len

®
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]
'r\ustral 011 Company, Ada 011 Company and Murphy Corporation.

’ i Q In your work with these different compasnies, did any of
!

1t entall work in New Mexico and Southeastern Yew llexico?

f - g A Yes, sir. All or it dig.
1 - E 3 Q All of it in what you would call the Permian Basin?
_ ,§ § | A Yesz, sir.
. - ! Q At the present time, does your work with the Murphy Cor-
- S f poration require you to be familiar with operations in Southeastern
- % New Mexice?
“\ A Yes, sir, it does.
) % Q Do you know whether or not the Murphy Corporation has
E ‘ made a geophysical survey of this proposed Northweat Caprock area?
- |
% t A Yes, sir. They have.
o Q I hand you Murphy's Exhibit 2, and ask you to explsain
g what 1t ls, and what it shows.
g A Itts 2 reflex seismograph map of the top of the De-
: vonian formation.
- 5 g } Q It's contoured on top of the Devonian?
B E § A Cnhntoured on the top of the Devonian‘at 50-foot intervalg,
B 2 % | showing 2 structural anticline which has been broken by two major
5

: g - faults trending north-south, the major fault on the west having ap-
s .

- 5 proximately LOC feet of displacement, the major fault on the east

_: having approximately 500 feet of displacement, and within the up-

o i thrown fanlt block a structural enclosure or a combination of strug- :
-: tural fault enclosers of approximately 300 feet.

S
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1
-~ Is wvue 1ol iloe Wue vuLlilne oI the Proposed UNit areav
A Yes, sgir, it is.
o Is the location of the initial test well also shown?
s A It's marked in red in the ntrthesaszt of the northwest of
E 4 \
z |Section 8, 12 South, 32 Hast.
S g Q Is it your opinion that if production should be obtained,
= |
h: that the area that's involved or enclosed within the Unlit area ?
= : !
&2 would te all or substantially all of the producing area of this
=~
o . particular structure?
€3 ;
v A We believe that it would be.
Lb !
EE Q This is Murphy Corporation's interpretation of the seis-‘
B~
fated - mographic survey, which wes made of the area?
~ g
s
E A Yes, it is.
< Q Is it your opinion that a well drilled to 11,500 feet, ai
&< _
Es provided by the unit agreement, will test the Devonian formation?
gg A Yeg, sir, that!s my opinion.
ES MR. EINKLE: I believe thatts all.
~
< o CROSS~-EXAMINATION
< g
~< % |BY MR. NUTTER:
A
~ Q Mr. Glaze, is this seismic contour on the top of the De-
5
=4 ;
£  vonian?
§ ;
< A Yes, sir, it is.

Q What is the actual encloszsure here that's contained within

| the Unit area?

A It would be some one hundred and fifty plus feet.
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5 Q The highest complete contour line within the Unit erea
i would be a minus 4350, would it not?

A Wo. air. It would be 8 minus 5800 feet.

1
Q You feel that this Unit area is sufficiently similar to
allow the Murphy Corporation adequate control of the structure in

the event that unitized substances should be discovered?

A Yes.

! g Do you feel the Unit area is unduly =2imilar to encompass
%acreage which 13 not included within the structure?
‘ A Mo, s8ir, I do not.
& Have any wells been drilled to the Devonian formation

z"ioe‘cween the two major faults, the East and est fault?
A Ko, siy.

MR. WUTTER: Any further questions of Mr. Glaze?

MR. HINKLE: I might ask him one other question here. !

REDIRECT EXAMIWATION :

BY MR. HINKLE:

Q Was this selsmographic plat or structure map presented

to the Commissioner of Public Lands and discuseed with the Land

%Office there,in arriving at the outlines of the Unit area?
| A Yes, sir, it was.
Q And they have 1lndicated that it's satisfactory, as far as
?ﬁhey're concerned?
i A YZes, sir.

MR. HIWKLE: That?'s all.

®
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be excusged.

MR, WUTTER: 2Any further questions of Mr. Glaze? He may'

} (‘Jlitness excuged)

dence Murphy'Corporationt!s Zxhibits 1 and 2.
' MR, YOTTER: ‘Murchyts Exhibits 1 and 2 will be

in evidence.

T

(Whereupon, Murphy's Exh
1 and 2 were received in evidence.)

101

MR, HIMKIL.E: Thatt!s all we have. I want to offer in evi-

admitied

MR. WOTTER: Do you have anything further, Mr. Hinkle?

MR. HINKLE: We would like to withdraw the seismographic

. plat after the time has elapsed for appeal of the casc, which I
|

|
Ethink has been the practice or been permitted before.
| )

¢

MR. NMUTTER: Yes, it has in séveral instances.
Exhibit No. 2 13 being offered under those conditions?

MR, EINKLE: Thatte the only one.

MR. NUTT i: Does anyone have anything further

in Case 23017 We will take the case under advisement.

So this
to offer
i

ts os.!

5
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COUT’TY OF BERWALILLO )

: I, ADA DEARVLEY, Court Reporter, in and for the County of

iBernalillo, State of Yew Mexico, do hereby certify that the fore-
going and attached Transcript of Proceedings before the ew Mexico

h!

n mecen

le

.ne short-

b

0il Conservation Commission was reported by me

hand and reduced to typewritien transcript under ry personal suver~

Evision, and that the same is a true and correcst record,to the best

i

‘of my knowledge, skill and ability.
WITNESS my Heand and Secl this, the 1lth ¢ay of June, 1961, in

the City of Albuquerque, County of Bernalillo, State of YNew Mexico.

i
i

{

NOTARY PUBLIC

My Commigsion explres:

June 19, 1963

I do h?reby certify that the foregoing 1s
& corplete recsrd of the procesdings in

the Ezuuiner hearinz cfp(ass JZ”/
TrTmTE TR Sigy Lo Ll SC LD, GeeeT T4 X
hezzd 4y e on 19q ‘
ol e LT )

8w kexivo Gil Coaservating Commission
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO
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BiFORE THE
OTL CONSERVATIONW COMMISSIN™
{ SA'PA FE, TEV MEXICO
i JOE 7, 1961
} EXAMTYER HEARING

i---—---——---o-nn--—n-—--_——--

I
IR THE MATTER OF:

|CASE 2301 Application of the Murphy Corporation for ap=-t
| proval of the Northwest Caprock Unmit igree- :
| ment, Lea County, New Mexico. Applicant, in:
the above-ntylod cauge, seoks approval of the:
Worthwest Caprock Unit Agreement, which unlt
embraces approximately 1525 acres of State
land in Townships 11 and 12 Scuth, Range 32

:

k2

East, Lea County, Wew Mexico. -

t-----—‘-------—-—-oaa---—-———
l
;BW(RE!

Danfel S. NMutter, Examiner.

— N g B e g - e

MR, WUTTER: 4e will call next Zese 2301.

MR, MORRIS: <Cese 2301. ‘pplication of the Murphy Cor-

poration for approval of the Morthweat Caprock Unit Agreemant, Lea

;county, Wew Mexico.

% - MR. HINKLE: {larence Hinkle of Hervey, Dow 2 Finkle,
%Roswell, appearing on behalf of the applicant, Murphy Corporation.
§ MR, WOTTER: “ny other sppesrances in thias case?
| MR. HINFID: We have two witmesses we would like to have |
%sworn. . |
2 (‘1tnesses sworn)

®
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(WhereupoL, yurphy's Exhlbliis OB
1 and 2 wers mapet fOr i1 denti-
rication).

vR. ETTHLES ~g911 Nr. Sinmons first.

|

i

1 vy CTMMONS

[ BARNW =2t
{

l‘oal‘lod gs 8 witness, having been rirat cduly sworn on osth, testi-
|
fied as followss

' DIRECT EXAMIVATION

BY MR, HINELE:

M

Q Your name 1a Harry Simmons?

i A Ves, sir. ‘

You are employed by the Murphy Corporation?

» O

Yes.

where do you reside?

e
o

A T 1ive in Denver, calorado,

Q what 1is your capaclty with the Murphy corperation?

A I am the divlision Lendman for the DenveTw ~iyision, which
has the responaibility, among other areas, the Southeastern pert of
Wew Mexico. |

Q Apre you femillar with ths area that ia involved in this

| application, which 4z the Northwest Ceprock Unit?
A Yes, 1 anm.

Q Are you fam liar with the application which has been file
|with the Comd asion?

4‘...._..‘_.--.___“..* e

Q Plesse refer to Marphy's Exhibit Yo. 1. Does thias show

®

\
\\ A Yes.
!
i

‘the proposed Northwest Caprock Unit area?

L

T
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A Yos. This Unit sres 1s outlined in red on the Exmioiw

: i
|1 plat. It shows the 18nd ownership in the ares with the proposed
| 1

'‘Unit as outlined with the proposed location of the Unit well

- 5 ,eircled 1n red.
. | ’

a L I Q Does it show the ocuwnerzhln of the screage?
;’ A Yes, sir. Thcot e the lezsghold interest,

| |
% Q  What 1s the characteristic of the land involved, 1s it
'State or fee or Federal land? ‘
|

| A This Unit covers 1525.37 scres. It 1s all State of Wew |

4
i

!chioo comnon school land.

Q Are you familiar with the form af undt agreement which

ARNLEY-MEIER REPORTING SERVICE, Inc.

- Ehal been filed with thias application?
;, ; i A Yes, 8ir, I am,
s | Q Is the Murphy Corporstion named as & unit operator?
: A Yes, air. _
T e Q Does that form follow substentially the same form that
: hag heretof ore been aprnroved by the Commlgslioner of Publie Lands
- . |and tha domiaaion where only State lands are involved?
: < % ] A Yes, it does.
- E i l, Q Has thls particular form been approved by the Comml ssioner
3 £ ' of Public Lands or his staff or his office — :
- 2 '
e E ! A Yea, it has. ,
‘ ‘: » Q == as to form? i
s g A Yes, air. 3
o | Q Does the unit agreement require a test well to be drilltdlf
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A

A Yes, sir, it does.

bt o -y

' Q “hen 1s the well to be commenced?
l
A The well is to be commenced sixty days after official

_approvel of the Unit. The well locatlion will be in the northeast
g:t)t the northweat of Section 8, Township 12 South, Range 32 East,
Q  vhat 1s the projecte! depth of the test well?

A The projected depth 1s 11,500 feet,

Q  What formations will that test at that depth?

A The ob jective formation is the Devonian.

Q Have you approached all of th® lease owners within this

3vpx'o'pcmodju-oa te see uhsithsr or not they would join in the Tnit?

A Yes, we have, and we have one hundred percent leasehold
comxitment to this Unit 1f it is approved by the Comnlgsion.

Q Promi ses of commitment?

A Yea.

Q In the event this unit agreement is spproved, a well is
drilled, and you should discover oll or gas in paying quantities,
| atate whether or not, in your opinion, thls agreement would be in

the interest of congervation and the prevention of waste.

A In my opinion, it would be.

" god substances in the area?

A Yes, it would,

Q Would it promote the greatest ultimate recovery of uniti;

i
H
i

| MR, HINKLE: I might say at this time, Mr. Examiner, that

wo have another witness who will go into the geology of this thing.

>
™)
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That! s ell thc questions I ﬁin of hr Simon'e.
CROSS=EXAMIMATION
DI I, "WIgER?

e Mr, Simuons, the tabulation at the end of Exhibit B on
the unit agreement indicates that Union 0il has 352 acres in this
Unit. Which 362 acres is that, pieouss? |

A Firat, let me say this: The Union is an owner of 241
aores inside the Unit area. What we have done, we have gotten
comitments from the other opersators who do not wish to participate
in the initlal cost of the firat well, and which Murphy Corporsa-
tion and other participants in the cost of the first well will pay
their part, and, in turn, eern part of the acreage ilaalds the
Umit. Conasequently, the Union's percentage wasz approximately fif-
teen percent of the Unit, and there was 12C acres to be earned, an&
by taldng that fifteen percent of the one hundred twenty, you come
up with the twenty additional acres. I'm talklng 1n roumd figuma,i
of course. %
| Q In other words, thls ascreage 1g a part of some of this |

other acreage; it's not the acreage that's shown on the plat as

being Union?a? ,
A That  : correct,
(& It 12 an emrned acreage?
A Yes.
MR, HITKLE: Thatt's what you will earn?

A Earn by the drilling of the well.

s
g

o s
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X  {By Mr. Wutter) The tabulation does not reflect the
actual surface acres that the cormpanies own?
\ A That 1& Gurrevie 1L will De the ownersnlp orf the Unit
Encraago after the initinl test well, and the way the income will
be distridbuted, Mr. Examiner.

Q Is all of ths acreage in here State acreage?

A Yes, air. Same beneficilary.

Q And one hundred percent of the working interest has been
conmitted or committed to be committed?

A That 1s correct.

MR. NUTTER: Any further questions of Mr. Simmong? He

3
b

may be excused.
: (Witness excused)
FRAWK L. GLAZE,
called as a witness, having been firat duly sworn on oath, teuuvi-

fied o8 follows:

DIRECT EXAMINATION

BY MR, HINKLE
Q Your name is Frank L, Glaze? :
A Yes, asir. 3
Q Are you employed by the Murphy Corporation? :
A Yes, sir. ‘
Q In vhat capacity? |
A Permian Basin geologist.

Q How do you spell thet neme, please?
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igalion?
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G—l—a-s—e.

Are you located in Denver at the present time?
Yes, sir.

Are you a graduate geocloglst?

Yes, I an.

Have you ever testified before the Cil Conservation Com-

Yo, sir.
What school d1d you graduate from?

Texas Western College, 51 Pagso, Texas.

What year?
1949. |
What degree?

B.S. degree.

In geology?

Yoe, B. S. degree in geology.

Since your gradustion, have you practicesd your profession
Yea.

~= in the geological fileld?

Tes, sir.

Have you always been employed by the furphy Corporation
£im shed school?

Wo

i 4

air,

What other companieas have you been smployed by?

Rotary Engineering Compnny, Tidewater 011 Company,

P
>

™
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" Austral 011 Company, Ada 011 Comvany and Murvhy Corporation.
' o in yuws U~ with these different companies, did any of

|
E 1t entail work in Yew Mexico and Scuthesstern Yew Mexicor

i A Yea, sir. All of it aid.

| ¢ 211 of 1t in what you would call the Perrian Basin?

A Yee, =nir.

Q At the present time, does your work with the Murphy Cor-
poration require you to be familier with operations in Southesstern
New Mexico?

a4 Yes, air, 1t does.

Q Do you know whether cr not the Murphy Corporation has
mede a geophysical survey of this proposed Northweat Caprock area?

A Yes, sir. They have.

Q I hand you Murphy's Exhibit 2, and asgk you to explain

what 41t 13, and wvhat i¢ zhows.

A Itts a reflex seismograph map of the top of the De~

% vonian formation.
Q It!'a contoured on top of the Devonian?

v

i

A Contoured on the top of the Devonian at S0-foct intemlq;,

showing & structural anticline which has been broken by two me jor

i
{
§
{
t
!

§ faults trending north-south, the ma jor fault on the west having ap-

‘

’prexinntoly LOO feet of diaplacemeni, ths ms lor fault on the east
| having approximately SO0 feet of displacement, and within the up-
i throun fault block a structural enclosure or s comdination of struo
| i

i
tm-nl fault enclosers of spproxistely 300 feet.

&
\: z JJ 2
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—~ Q Is the recd line the outline of the proposed unit area?
A

Ye.p .11‘. it is.

Q Ia the location of the initiesl test well also shown?

= : A It's marked in red in the northeast of the northwest of
'- . % l’SQction 8, 12 South, 32 Hast.
‘j g E’ 0 YTa 1t vour opinion that 1f proeduction should be obtainod,f
Lg ‘t ;: that the area that'!s involved or enclosed within the Unit area
E ": E gmmld be all or substantially all of the producing area of this 1
t - ?é ’particular structure? i
f: | A We belleve that 1t would be. |
| E Q This is Murphy Corporation's interpretation of the seis-
: % éuogrnphie survey, which wes made of the area? ‘
. = A Yes, 1t ia. |
2 Q@ Is it your opinion that a well drilled to 11,400 feet, as
?ﬁ provided by the unit agreement, will test the Devonian formation?
- g' A Yoa, alr, thatts my opinion.
- o= MR. HINKLE: I belfeve thatts all.
)
~ QZ:: o CROSS=EXAMINATION
I § (mom. wrmm:
_ = ;
o ~ :.:. Q Mr, Glage, 1s thiz seismic contour on the top of the De-
: g | vordan? 1
- : | A Yes, sir, it 1is.
. @ Wnat is the sctual cnelasure here thatls contained within

L §m Unit area?

- A Tt would be some one hundred and fifty plus feet. t
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ey
~

The higheat céxlcvto eontmmumwuithinthc Un:lt aroa
}mld be & minus 4550, would Lt not?

. h! Yo, sir. It would be a minus 5300 feek.

x Q You fewi thst thia Tnft area ia aulficiently similar to
allow the Murphy Corporation adeQquate gontrol of thes structure in

the event that umitized substances should be Al ascoveredt

Q Do you feel the Unit ares is unduly similar to encompass
acreage which i3 not included within the atructuroc?
A No, 8ir, I do not.
Q Have any wells been drilled to the Devonian formation
Latusen the two major faults, the Eest and West fault?
A No, sir. |
M. WITER: Anmy further questions of Mr. Glasze? o
MR, HINKLE: I might ask him ome other qusstion h

$

REDIRECT EXAMIMATION
BY MR. H
q Was this ssipmographis plat or structure map presented
to the Comuissioner of Public Lands and dlscugsed with the Land
Office there,in arriving et the cutlires of the Unit area?
A Yes, sir, it was. {

Q And they have indicated that it'z satisfactory, as far as

they're concernsd? :

A Yes, sir.

| MR, HINKLE: Thatts all.
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; MR. WUTTER: Any further questions of Mr. Glaze? He may
!

‘be excused,

f

H

)

(Witness excused)

: MR, HYIWMXTZ: Thaidsg ail we have, I want to offarn in =i
i

' dence Murphy Corporation's Exhibits 1 and 2.

i : MR. YUTTEXR: Murphy's Exhibits 1 and 2 will be admitted

|in evidence. ;
i ?
; (vhereupon, Murphy's Exhibits Wos.
| 1 and 2 were received in avidencoi.)
| |

‘ MR. NUTTER: Do you have anything further, Mr. Hinkle? |
| MR, HINKLE: We wounld like to withdraw the selgmographic ’
f i

‘plat sfter the time haas slapsed for appeal of the case, which Y
| think has been the practice or been permitted before.
{ MR. WOTTER: Yes, it haz in several instancea. So this
Exhibit Wo. 2 13 being offered undsr those conditiona?
MR, HINKLE: Thatts the only one.
MR. NUTTER: Does enyone have anything further to offer

in Case 23017 VWe will teke the csse under sdvigement.
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'STATE OF NEW MEXICO )

) aw

;cm 0 BERNALILLO )

{
I, ADA DEARNILEY, Court Reporter, in and for the County of
b

~onwnm 14 VY
e Wt

H ) OBhadhn aodf Wace WMaowld a
At & BN desbn vl [ A o A

of YWaw Masxico, 2¢ hereby cortlify that tha fore-

rs —aaw A wh W

’
going and attached Twanscript of Proceedings before the Wew Mexico
041 Conservation Commisgion was reperted by me in machlne shorte
hand and reduced to typewritten transcript under my personal super-
vision, and that the same i1s & true and correct resord,to the best
of my knowledge, aki11ll and ability.

WITNESS my Hand and Seal this, the 11th dsy of June, 1951, 4in

. the City of Albuquerque, County of Bernmalillo, State of New Mexico.

—

NOTARY TUSTL.IC -7- 3

My Commigsion expires:
June 19, 1963

; I do hereby certify that the foregoing is
rooord of the proceedings in

a cong.ete
the Exziiner hsaring of gzve &

. R 19‘[_.-
hecrd by = cn ... . Kol £ n 2

.............. e e pee: Examiner
yzervation Commission :

’1’
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Mr. Daniel S. Nutter, Examiner

N. M, 0il Conservation Commission
Land Office Building :
Santa Fe, New Mexico

By .
A e o b SRR e i g e

Re: Case No. 2301, Application of the Murphy
Corporation for Approval of the Northwest
Caprock Unit Agreement, Lea County

Dear Mr. Nutter:

You will recall that a hearing was had on the above
~unit proposed by the Murphy Corporation on June 7, 1961. At
the conclusion of the hearing we requested permission to
withdraw the plat showing the seismographic survey made of
the area after the time had elapsed for the appeal of the
case.

The Murphy Corporation has called our attention to
the fact that this plat has not been returned, and we would
appreciate your arranging to have the same withdrawn from
the exhibits and mailed direct to Mr. Harry Simmons, Divi-
sion Landman, Murphy Corporation, 940 Petroleum Club Build-
ing, Denver, Colorado.

Very truly yours,

et o > e

b e d N i d

DOW & HINKLE

CEH:bc
cc: Murphy Corporation
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CASE No. 2301
Oxdex Ho. R-2001

This cawss came om for hearing at 9 o'clock a.m., on

m". 1’61 at Santa Fe, New Mexico, before Daniel 5. Natter,

Beaminer dul by the 0il Conservation Commission of New
" meaico, veferved to as the "Commission, ™ in aceordance

uumnuo:mmmmmm

NOW, on this_16th agy of June, 1983, the Commission, a
m deing wum considered the application, the

evidance adduced, and the xecosmendations of the Examiner,
Ms.ugm.mmmmumw
ZINRS:

1) 2That due public notice baving been given as reqguired by
m. the Commiasion bas jurisdiction of this csuse and the subject

ntt.u thexeof.

u
1

{2) That the proposed wnit plan will in primciple tend to

mmmt.t@ofoummaaﬂmwmu
‘waste.

3 {1) That this order shall be known as tlks NORTHWEST CAPROCK
wmmm

f" (2) (s) That the project herein referxed to shall be kmown

\ummwaamm-mmu
mmwuﬂn'mj-et'

(b) mmrmnmmmjmmuh
mmnummmma-mewmm
develoment and operatiom of the Nortlmwest Csprock Unit Ares,
Wteummw*-miuummmm
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CAS)} No. 2301
Order No. R-2001

petition, aad such plan shall be known as the Bortlmest Caprock
Unit Agreemant Plan.

(3) (a} That the NHorxtlwest Caprock Umit Agreesent Plan
shall be, and heredy is, approved in principle as & proper Gon-
sexvation measure; provided, however, that notwithstamding ooy oI
the nrowiaions SCSISised in said untt sgresmamt, this
‘amuu&hemwuuﬁqwnwmmuym
mr&g&t. duties or obligstionz which are mow, o may hexesfter
"ba, vested in the New Maxico Oil Comservatiom Commission By law
;muuntothnwunaadmtmlo!wtxmmmo—
‘ration and developmsnt of any lands committed to aaid Noxtiwest
- Ceprock it Agreemsnt, or relative to the production of oil and
'gas therefrom.

: (b) That the unit operator periodically shall file
‘with the Coamission a statement of progress, summeriziag opera-

- tions for the sxplicration and developmsnt of any lands committed
- to said Northwest Caprock Unit e This statement of

-lmmxhnmums days after the expiration of :
- ohth sin-ponths period during the term of the unit agreemeat, and
ahall contain swch paxtisent data as may be mecessary foxr the
Commission €0 determine the progress being ssde in the umit.

(4) (a) That the unit area shball be:s

Section 6: Iot 1, SB/4 ER/4 and
mmu/
Bection 7: =/2 R=/4

Section 8: l/: ud the R/2 8/2
munuug 1525 acres, move or less.

\ () The unit area may be eamlarged or contracted as
mamrm, provided, however, that administrative

‘nppmlm«mm«mumetth-mitmmtam

e obtained from the Secretary-Director of the Commission. '

: (5) That the unit opsrstor whall fils with the Commission
nmmmmmofmm
'am:mtwwxmwmmmamuam
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GOVERNOR
EOWIN L. MECHEM
CHAIRMAN

State of Nefo Bexico

@il tonscthatinn Commission

LAND COMMISSIONER
€. 8. JONNNY WALKER
MEMBER

Mr. Clarence Hinkle
Hervey, Dow & Hinkle
Box 10

Roswell, New Mexico

Dear 8Sir:

Enclosed herewith are two copies of the above-referenced

P, 0. BOX 871
SANTA FE

Juna 16, 1061

SYATE GEOLOG:ST
A. L. PORTER, JR.,
SECRETARY - DIRELC 1 UN

Re: CASE NO. 2301
ORDER NO. A=-2001
APPLICANT:

Murphy Coxporation

Commission order recently entered in the subject case.

iz/

Hobbs OCC X
Artesia OCC
Aztec OCC

OTHER

Very truly yours,

4 iz

.A. L. PORTER, Jr.

Secretaryhbirectot
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DRAFT

RSM/esT
June 9, 1961

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

THE/HURPOSE OF CONSIDERING:

7 CTASBE NO._ 2301

Order No. R-_J < ¢/
APPLICATION OF MURPHY CORPORATION

FOR APPROVAL OF THE RORTHNEST CAP-

ROCK UNIT AGREEMENT EMBRACING 1525

ACRES, MORE OR 1ESS, ILOCATED IN

TOWNSHIPS 11 AND 12 SOUTH, RANKGE

32 EAST, NMPM, LEA COUNTY, NEW

MEXICO,

ORDER OF THE COMMISSION

BY THE COMMISSION:

e 2

Tnis cause came on for hearing at 9 o'‘clock a.m. on
June 7 , 1961, at Santa Fe, New Mexico, before Daniel S. Nutter ,

Examiner duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter referred to as the "Commission,® in accordance
with Rule 1214 of the Commission Rules and Regulations.

NOW, on this day of June ., 1961, the Commission,
a quorum being present, having considered the application, the
evidence adduced, and the recommendations of the Examiner,

Daniel 8, Nutter , and being fully advised in the premises,

FINDS:
(1) That due public rotice having been given as required by

law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the proposed unit plan will in principle tend to
promote the conservation of oil and gas and the prevention of

waste.

IT IS TEEREFORE ORDERED:

(1) That this ordexr shall be known as the NORTHWEST CAPROCK
UNIT AGREEMENT ORDER.

(2) (a) That the project herein referred to shall be krown
as the Northwest Caprock Unit Agreement and shall hereinafter be

- referred to as' the *Project.”™

{b) That the Plan by which the project shall be opera-
ted shall be embraced in the form of a unit agreement for the
development and operation of the Northwest Caprock Unit Area,

referred to in the Petitioner’s petition and filed with said
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CASE NO. 2301

=11 be Xnown a8 the Northwest CaprOCk

petition. and such piaas ==

Unit Agreement plan.
(3) (a) That the Northwest CaP
approved in principle as a proper con-

ostanding any ©

nhowever, that potwitnsd 3ing

greewent, this approval

rock Unit Agreement. pPlan

rh

shall be. and herskDy -

servation measure?
I;:'*L the provisions contai
ahall not be conaidered as waivind or relinqtiishing in any manner

< croafrer

J‘fﬁ any right, duties oT obiigations which are pow, Or may mes===r
i\;:be. yested in the New Mexico oil Conservation commission bY law

1

E relative to the supervisi perations for explo-

on and control of ©

pment of any lands committed to s3aid Northwest

Z‘; ration and develc
or relative to the producti

“'.i caprock Unit Agreement,‘ on of oil and

t @®) That the unit operator periodically shall file 1

|
J
with the cosmission 2 gummarizing opera-

:'::‘;\tions for the exploration
‘ to said Northwest Caproch unit Agreement. This ~tatement of
progress shall be filed within 30 days after tﬁe expiration of :
:. each gix-months period during the term of the unit agreement, and "'

11 shall contain such pertinent data as may be necessaxy for the

ion to determine the progress be
it area shall be:

i
?”;coumiss jng wade in the unit.
@) {(a) Tmat the ©H

\EW MEXICO_PRINCIERL T :
A COUNTY, NEW HEXICO
RANGE 32 EAST "-.

TOWNSHIP 11 SOUTH,
SE/4

Section 32:

AL MERTDIAN,

section 73 gE/2 BE/4
section 82 N/2 and the N/2 S/2

iicontaining 1525 acres, more or less.

v (b) The unit area Way e
_:"aided ijn said plan. provided,

ntraction of the unit area pust

for expansion or coO
r of the commission-

. £rom the Secretary-Directo
or shall file with the connission

(5) That the unit operat
ounterpart of the Northwest

an executed original oOr executed €
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'CASE No. 2301
'Caprock Unit Agreement within 30 days after the effective date

' thereof.

ol

"t
»
W
e

"who does not commit such rights to said uni

ﬁeffective date thereof may thereafter become a party thereto by

ﬁluhacribing to such agreement or counterpart thereof, or by

] tif}'“" iha zzmpa  Mha e 11 £ile with £ha Com-
]

‘mission within 30 days an origiral of any such counterpart or

ratification.

¥
|
|
|
|
|

4 (7) That this order shall become effective upon the

%approval of said unit agreement by the Commissioner of Public

H

Iandas for the State of New Mexico, and shall terminate ipso facto

upon the termination of said unit agreement. The last unit oper-
;ator shall immediately notify the Commission in writing of such

4ternination.

i (8) That jurisdiction of this cause is retained for the

H
§
H
i

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

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

[

4 {6) That any party owning rights in the unitized subatances§
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SEFCRE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF THE STATE OF NEW

AATIW PR/ TRAT Amemm e -
- aa ow AWAS AiNe FURCUOL VU

CONSIDERING:
CASE NO.
Order No.
THE APPLICATION OF
FOR THE APPROVAL 0P _
— _ UNIT
AGREEMENT EMBRACING -
ACRES, MORE OR 1ESS, LOCATED IN TOWNSHIP
, RANGE
NMPM, COUNTY, NEW
MEXICO.
ORDER OF THE COMMISSION
BY THE COMMISSION:
This cause came on for hearing at a'clock m. on
19 at > New Mexico, before
NOW, on this day of 19 , the Commission, a quorum being

present, having considered

and being fully advised in the premises,
FINDS:

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

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

IT IS_THEREFORE ORDERED:

(1) That this order shall be known as the

UNIT AGREEMENT ORDER.

(2) (8) That the project herein referred to shall be known as the
Unit Agreement and shall hereinafter be referred to as the "Project,.”

(b) That the Plan by which the project shall be cperated shall be embraced
in the form of a unit agreement for the development and operation of the
. Unit Area, referred to in the Petitionert's petition and filed with said
petition, and such plan shall be ¥nown as the Unit Agreement Plan,

caph -Yé)%/ﬂ

(37‘(3.) That the Unit Agreement Plan shall be, and
hereby is, approved in principle as a proper conservation measure; provided, however, that
notwithstanding any of the provisions contained in said unit agreement, this approval shall
not be considered as waiving or relinquishing in any manner any right, duties or obligations
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 development of
any lands committed to said Unit Agreement, or relative
to the production of oil and gas therefrom.

e lfeteria)

Us
Fray




Order No.
"‘ Wy (b) That the unit operator periodically shall file with the Commission a
\J Unit Statement of Progress, sumariging operations

3y D30 L4 syrlaration and development of any lands committed to said
)] Unit Agreement. This statement 01 prugssss onill 5= fi1ad within 30 days after the

Qé expiration of each six-months period during the term of the unit agreement, ana snaia

& | contain such pertinent data as may be necessary for the Commission to determine the progress
y$2\ being made in the Unit Area.
N

N (4) (a) That the unit area shall be:

NEW MEX1CU PRINCIPAL MERIDNTAN

TOWNSHIP » RANGE
containing acres more or less,
H"hw (b} The unit area may be enlarged or contracted as provided in said Plan.

(Omit if Agreement does not so provide.)

(5) That the unit operator shall file with the Commission an executed original
or executed counterpart of the Unit
Agreement within 30 days after the effective date therecf,

(6) That any party owning rights in the unitized substances who does not
commit such rights to said unit agreement before the effective dale thereof may thereafter
become a party thereto by subscribing to such agreement or counterpart thereof, or by

5 ratifying the same. The unit operator shall filé with the Commission within 30 days an
; original of any such counterpart or ratification.

{7) That this Order shall become effective upon the approval of said unit
agreement by the

and shall terminate ipso facto upon the termination of said unit agreement., The last unit
operator shall immsdiately notify the Commission in writing of such termination,

DONE at Santa Fe, New Mexico on the day and year her.inabove designated,

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

s> Chairman
s Hember
s Member & Secretary

SEAiAL

AN A VIR DD R 51 o ks e o

st e




CASE 2300:

23

project in the Square Lake Pool, Eddy County, New Mexico, to
permit the expansion of said waterflood project to include
lands in Sections 27, 28, 32, 33, and 34, all in Township

16 South, Range 31 East, Eddy County, New Mexico, and to
further define the horizontal limits of said project.
Applicant also seeks the establishment of special rules
governing the expansion of said waterflood and providing for
capacity aliowables therein.

Application of Southwest Production Company for a non-stand-
ard gas proration unit, San Juan County, New Mexico.
Applicant, in the above-styled cause, secks the establishment
of a 321-acre non-standard gas proration unit in the Basin-
Dakota Gas Pool consisting of the NE/4 NE/4 of Section 27

and all of the E/2 of Section 22, Township 30 North, Range

12 West, San Juan County, New Mexico, excepting from the E/2
of said Section 22 a 13-acre and a 26-acre tract owned by
Dwight L, Millett, Gladys L. Millett, Julian Coffey and Pan
American Petroleum Corporation. In the alternative, applicanmt
seeks the establishment of a 28l-acre non-standard gas pro-
ration unit in said pool consisting of all of the E/2 of

said Section 22 excepting therefrom the aforesaid 13-acre

and 26-acre tracts.

i

CASE 2301:

-y b te A e s

Mvm
W

CASE 2302:

CASE 2303:

Application of the Murphy Corporation for approval of the
Northwest Caprock Unit Agreement, Lea County, New Mcxico. :
Applicant, in the above-styled cause, seeks approval of the

1
Northwest Caprock Unit Agreement, which unit embraces approxi-‘
mately 1525 acres of State land in Townships 11 and 12 South,

Range 32 East, Lea County, New Mexico.

-

—

P

Application of Atlantic Refining Company for an oil~oil-oil

~triple completion, Lea County, New Mexico. Applicant, in the

above-styled cause, seeks an order authorizing the triple
completion of its Carlson Federal "A"™ Well No. 1, located in
Unit I, Section 23, Township 25 South, Range 37 East, Lea
County, New Mexico, in such a manner as to permit the pro-
duction of oil from the Paddock formation adjacent to the
Justis-Paddock Pool, the production of 0il from the Justis-
Blinebry Pool and the production of o0il from the Justis
Tubb-Drinkard Pool, through parallel strings of 2-inch tubing.

Application of Redfern & Herd, Inc. for an unorthodox gas
well 1ocation, San Juan County, New Mexico. Applicant, in
the above-styled cause, seeks permission to locate its
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No. 16-61

DOCKET: EXAMINER HEARING - WEDNESDAY, JUNE 7, 1961

9 A.M,

, - OIL CONSERVATION COMMISSION CONFERENCE ROOM
STATE LanND CCFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S, Nutter, examiner, or
Elvis A, Utz, as alternate examiner:

CASE 2297:

CASE 2298:

CASE 2299:

Application of Pan American Petroleum Corporation for two
non-standard oil proration units and two unorthodox oil well
locations, San Juan County, New Mexico. Applicaat, in the
above-styled cause, seeks the establishment of a 46.74-acre

- non-standard oil proration unit in the Cha Cha-Gallup Oil

Pool consisting of the E/2 NE/4 SE/4 of Section 17, Township
29 North, Range 14 West, San Juan County, New Mexico, plus
20,73 acres in Lot 8 of said Section 17 and 6.01 acres lying
North of the mid-channel of the San Juan River and along the
South boundary of that portion of said Lot 8 included in the
unit, Said unit is to be dedicated to the Frank L., Wood Well

" No. 1 at an unorthodox location 990 feet from the South line’

and 660 feet from the East line of said Section 17.
Applicant further seeks the establishment of a 57.31-acre
non-standard oil proration unit in said pool consisting of
Lots 3, 4 and 5 of said Section 17 plus the S/2 of that
portion of the San Juan River channel iying in the w/2%1
said Section 17 and along the North boundary of Lots 3, 4
and 5. Said unit is to be dedicated to the Navajo Tribal

'"G* Well No. 8 at an unorthodox location 1415 feet from the

South line and 335 feet from the West line c¢f said Section 17.

Application of Chambers & Kennedy for a gas-o¢il dual com-

" pletion, Lea County, New Mexico. Applicant, in the above-

styled cause, seeks an order authorizing the dual completion
of its Mcnument State Well No. 1. located in lnit J  Sectica
34, Township 19 South, Range 37 East, Lea County, New Mexico,
in such a manner as 1o permit the production of gas from the
Eumont Gas Pool and the production of oil from the Eunice-
Monument Pool through the 5% inch by 2%-inch casing-tubing
annulus and through 2%-inch tubing respectively.

Application of Newmo:it Gil} Company for an amendment of Orders
Nos. R-1110 and R-1110-A, Z:iidy County, New Mexico. Applicant,
in the above-styled causz. seeks an amendment of Orders Nos,
R-1110 and R-1110-A, which authorized a pilot waterflood




‘

CASE 2286:

' CASE 2287:

Airport Well No. 1 at an unorthodox gas well location iu the
Basin-Dakota Gas Pool at a point 200 feet from the North
line and 500 feet from the East line of Section 8, Township
29 North, Range 13 West, San Juan County, New Mexico.

&

CUNTINUEDR CASES

Application of Aztec 0Oil & Gas Company for an excepiica to
Rule 309 (a8), San Juan County, New Mexico. Applicant, in

the above-styled cause, seeks permission to commingle the

Totah-Gaiiup Poel production from the following-described

leases, all in Township 29 Norih, Range 13 West, San Juan

County, New Mexico.

Federal Lease No. SF 079065 in Sections 19, 20 and 29.

State Lease B-11017-23 comprising in pertinent part the
SW/4 NW/4 of Section 20.

State Lease B-11017-21 comprising in pertinent part the
NW/4 NW/4 of Section 20.

Smith-Eaton Lease comprising in pertinent part the NE/4
SE/4, SE/4a NE/4 2nd the E/2 NW/4 of Section 20.

Applicant proposes to commingle said production in a common
isnk battery located on the SW/4 of said Section 20 after

separately metering ifie production from the State and fee
leases only.

Application of Aztec Oil & Gas Company for an exception to
Rule 309 (a), San Juan County, New Mexico. Applicant, in
the above-styled cause, seeks permission to commingle the
Totah-Gallup Pool production from five separate fee leases,
all located in Section 18, Township 29 North, Range 13 West,
San Juan County, New Mexico.



T TR ST

i SN IR

OIL CONSERVATION COIUISSION
SANTA FE, KEW LZXICO

7
taie {’//(il/‘ d

CASE ’730 / ; Hearing Date Floeen- ‘/ /6/ ‘DSAJ g-SF

My recommendations for an order in the above numbered casas are as follows:
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Law OFFiICES

GEOMGE M MUNRER JR

HAWARDG C, BRATTON

S W CHRIBTY iV

LEWIS €. COX, JA. May 12 1961
3 4

—atrs w CATOM, JR.

; 5. HERVEY 1874-1083 HeRVEY, DOW & HINKLE
i HIRAM M. DOW

: CLARENCE £. MINRLE HINKLE BUILDING

A W €. BONOURANRT, IR,

ji ROSWELL, NEW MEXICD

PR
CONRAD E.COFFIELD

Mr. A. L. Porter

Executive Director
New Mexico 0il Conservation Commission

State Land Office Building
Santa Fe, New Mexico

Dear Mr. Porter:

Curporation for approval
hearing on June 7, 1
ing in connection wi

Ao
1934 bc

Encls.
cc: Murphy Corporation

gy

We enclose, in triplicate, applica
~curoval of the Northwest Caprog Unit A

D¢ i e P

We would appreciate your sending us copie
notice published in connection with this matter.

TELEPHONE MAn 2-8510
PoaT OrmicE 80X 10

v
e

2

Ycurs very truly,

Y, DOW & HINKLE

s of the

tion of the Murphy
gree:
it is our understand;ng’fﬁﬁf"?ﬁﬁ?é will be an Examiner S
961, and we would like to
th this matter at that time.

have the hear-

e

=
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BEFORE THE OIL CONSERVATION COMMISSION = -
STATE OF NEW MEXICO

APPLICATION OF MURPHY CORPORATICN ) e ;;/
POR ATTRGVAL OF TiE NORTHWEST N S
CAPROCK UNL1T AGREEMENT EMBRACING L//;éﬂ/ '
1,527 .37 ACRES, MORE OR LESS, OF
LANDS OF THE STATE OF NEW MEXICO
WITHIN TOWNSHIPS 11 AND 12 SOUTH,
RANGE 32 EAST, N.M.P.M., LEA
COUNTY, NEW MEXICO.
New Mexico 0il Conservation Commission
Santa Fe
New Mexico
COMES the undersigned, the Murphy Corporation, with

offices at 940 Petroleum Club Building, Denver 2, Colorado,
and files herewith three copies of the proposed Unit Agreement
for the development and operation of the Northwest Caprock Unit
Area, Lea County, New Mexico, and hereby makes application for
the approval of said Unit Agreement as provided by law, and in
support thereof, shows:

1. That the proposed unit area covered by said agree-
ment embraces 1,525.37 acres, more or less, situated in Lea

County, New Mexico, more particularly described as follows:

Township 11 South, Range 32 Eastng.M.P.M.

Section 32: SEXx

Township 12 South, Range 32 East, N.M,P.M,

Section 5: Lots 1, 2, 3 and 4, SiN%; S% (All)
Section 6: Lot 1, SEXNE%, EiSEkx

Section 7: EXZNEY - - -
Section 8: N%, N4S%

! O




2. That ali oi the lands above described emhraced

W L AR e

within the proposed unit area are lands of the State of New

A Ml T LI T L e e, L

Mexico.

3. That to the best of applicant's knowledge and
belief the nrononsed unit area covers all, or substantially
all, of the geologic feature involved, and in the event of the
discovery of o0il or gas thereon, that said Unit Agreement will
permit the producing area to be developed and operated in the
interest of conservation and the prevention of waste.

4, That the Murphy Corporation is designated as Unit
Operator in said Unit Agreement, and,as such, is given author-
ity under the terms thereof to carry on all operations neces-
sary for the development and operation of the unit area, sub-
ject to all applicable laws and regulations. That said Unit
Agreement provides for the commencement of a test well for oil
and gas upon some part of the lands embraced in the unit area
within sixty (60) days from the effective date of the agree-
ment and for the drilling thereof with due diligence to a
depth sufficient to test the Devonian Formation or to such a
depth as unitized substances shall be discovered in paying
quantities if at a lesser depth; provided, however, Unit Opera-
tor is not required in any event to drill said well to a depth
in excess of 11,600 feet.

5. That said Unit Agreement is in substantially the
same férm as unit agreements heretofore approved by théFCom-

missioner of Public Lands of the State of New Mexico and by the
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New Mexico 0il Conservation Commission which only embrace
lands of the State of New Mexico, and it is believed that in
the event oil or gas in paying quantities is discovered on
the lands within the unit area, that the field or area can
be developed more economically and efficiently under the terms
of said agreement, to the end that the maximum recovery will
be obtained and that said Unit Agreement is in the interest of
conservation and the prevention of waste as contemplated by
the 0il Conservation Commission statutes of the State of New
Mexico.

6. That upon an order being entered by the New
Mexico 0il Comnservation Commission approving said Unit Agree-
ment, and after approval thereof by the Commissioner of Public
Lands of the State of New Mexico, an approved copy thereof
will be filed with the New Mexico 0il Conservation Commission.

WHEREFORE, the undersigned applicant respectfully re-
quests that this matter be set down for hearing before an Ex-
aminer and that due notice thereof be given and published as
provided by law, and that said Unit Agreement be approved by
the New Mexico 0il Conservation Commission as being in the in-
terest of conservation and prevention of waste.

DATED this the 12th day of May, 1961.

Respectfully submitted,

DOW & HINKLE

At orneys fo App icant
murpuy Wl.yv; on
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION

OF THE .
NORTHWEST CAPROCK UNIT AREA Ay
LEA COUNTY, NEW MEXICO Ll j} <;/
NO.
THIS AGREEMENT, entered into as of the day of s 1961, by

and between the parties subscribing, ratifying or consenting hereto, and herein
referred to as the "parties hereto,” )

WITRESSETH:

WHEREAS, the parties hereto are the owners of working, roﬁalty or other oil
or gas interests in the unit area subject to this agreement; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is author-
ized by an Act of the Legislature (Sec. 3, Chap. 88, Laws 1943) as amended by Dec. 1
of Chapter 162, Laws of 1951, (Chap. 7, Art. Il, Sec., 39, N.M. Statutes 1953 Annot.),
to consent to and approve the development or operation of State lands under agree-
ments made by lessees of State land jointly or severally with other lessees where
such agreements provide for the unit operation or development of part of or all of
any oil or gas pool, field, or area; and

WHEREAS, the Commigsioner of Public Lands of the State of New Mexico is author-
ized by an Act of the lLegislature (Sec. 1, Chap. 162), (Laws of 1951, Chap. 7, Art.ll,
Sec. 41 N.M. Statutes 1953 Annotated) to amend with the approval of lessee, evidenced
by the lessee's execution of such agreement or otherwise, any oil and gas lease em-
bracing State lands so that the length of the term of said lease may coincide with
the term of such agreements for the unit operation and development of paxt or aii oi
any oil or gas pool, field or area; and

WHEREAS, the 0il Conservation Commission of the State of New Mexico (herein-
after referred to as the "Commission") is authorized by an Act of the Legislature
(Chap. 72, Laws 1935; Chap. 65, Art.3, Sec. 14 N.M. Statutes 1953 Annotated) to
approve this agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Northwest Caprock
Unit Area covering the land hereinafter described to give reasomably effective con~
trol of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural resources,
prevent wsaste and secure other benefits obtainable through development and operation
of the area subject to this agreement under the terms, conditions and limitations
herein set forth;

NOW, THEREFORE, in consideration of the premises and the promises herein con~-
tained, the parties hereto commit to this agreement their respective interests in
the below defined unit area, and agree severally among themselves as follows:

1. UNIT AREA: The following described land is hereby designated and recog-
nized as constituting the unit area:

STATE OF NEW MEXICO
COUNTY OF LEA

TOWNSHIP 11 SOUTH, RANGE 32 EAST

Section 32: SE 1/4

TOWNSHIP 12 SOUTH, RANGE 32 EAST

Section 5: Lots 1, 2, 3, and 4,
s 1/2 N 1/2; S 1/2 (Al1)
Section 6: lot 1, SE 1/4 RE 1/4, E 1/2 SE 1/4
Section 7: E 1/2 NE 1/4
Section 8: N 1/2, N1/2s 1/2

1525.37 acres, more or less
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Exhibit A attached hereto is a map showing the unit area and the boundaries
and identity of tracts and leases in said area to the extent known to the unit opera-
tor. Exhibit B attached HEreCO 15 & SCOEUUIE BUUWLLE LU vire “muvwe —moum =2 *he wunis
opexator the acreage, percentage and kind of ownership of oil and gas interests in
all lands in the upit area. However, nothing herein or in said schedule or map shall
be construed as a representation by any party hereto as to the ownership of any in-
terest other than auch interest or interests as are shown on said map or schedule as
owned by such party. Exhibits A and B shall be revised by the Unit operator when-
ever changes in ownership in the unit area render auch revisions necessary or when

requested by the Commissioner of Public Lands, hereinaiter referzed io aé "Cusmissionst.

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

2. UNITIZED SUBSTANCES. All oil, gas, natural gasoline and associated fluid
hydrocarbons in any and all formations of the unitized iand are unitized Gades the
terms of this agreement and herein are called "unitized substances,”

3. UNIT OPERATOR. Murphy Corporation, with offices at 940 Petroleum Club Building,
Denver 2. Colorado, is hereby designated as unit operator and by signature hereto commits

to this agreement all interest in unitized substances vested in it as set foxih im
Exhibit B, and agrees and consents to accept the duties and obligations of unit
operator for the discovery, development and production of unitized substances as
herein provided. Whenever reference is made herein to the unit operator, such ref-
erence means the unit operator acting in that capacity and not as an owner of inter-
ests in unitized substances, and the term "working interest owner" when used herein
shall imclude or refer to unit operator as the owner of a working interest when such
an interest is owned by it,

4, RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit operator shall have the right
to resign at any time but such resignation shall not become effective until a succes-
sor unit operator has been gelected and approved in the manner provided for in Sectiom
5 of this agreement. The resignation of the unit operator shall not release the unit
operator from any liability oxr any default by it hereunder occurring prior to the
effective date of its resignation.

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 of the ownerxs
of working interests determined in like manner as herein provided for the selection
of a new unit operator. Such removal shall be effective upon notice thereof to the
Commissioner.,

The resignation or removal of the unit operator under this agreement shall not
terminate his right, title or interest as the owner of a working interest or other )
interest in unitized substances, but upon the resignation or removal of unit operator
becoming effective, such unit sperater shall daliver noasnession of all equipment,
materials and appurtenances used in conducting the unit operations and owned by the
working interest owners to the new duly qualified successor unit operator, or to the
owners thereof if no such new unit operator is elected, to be used for the purpose of
conducting unit operations hereunder. Nothing herein shall be comstrued as authoriz-
ing removal of any material, equipment and appurtenances needed for the preservation
of any wells.

5. SUCCESSOR UNIT OPERATOR. Whenever the unit operator shall resign as unit
operator cr shall be removed as hereinabove provided, the owmers of the working in-
terests according to their respective acreage interests in all unitized land shall
by a majority vote select a successor unit operator; provided that, if a majority but
less than seventy-five per cent (75%) of the working interests qualified to wvote is
owned by one party to this agreement, a concurring vote of sufficient additional
parties, 8o as to constitute in the aggregate not less than seventy-five per cent
(75%) of the total working interests, shall be required to select a new operator,
Such selection shall not become effective until (a) a unit operator so selectad shall
accept in writing the duties and responsibilities of unit operator, and (b) the se-
lection shall have been approved by the Commissicner. If no successor unit operator
is selected and qualified as herein provided, the Commissioner at his election may
declare this unit agreement terminated.

-2 -
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6. ACCOUNTING PROVISIONS. The unit operator saalil p2y in the first instance
®ii S2%%e and expenses incurred in conducting unit operations hereunder, amd Such
costs and expenses auc i1 wnrking intereast benefits sccruing hereunder shall be
apportioned among the owners of the uniti«cl wmrking interests in accordance with an
opsrating agreement entered into by and between the unit opereicr =nd the owners of
such interests, vhether one or more, separately or collectively. Any agreemesut ok
agreements entered into between the working interest owners and the unit operator as
provided in this section, whether one or more, are herein referred to as the "Operat-
ing Agresmeut."” No such agreement shall be deemed either to modify any of the terms
and conditions of this unit agreement or to relieve the unit operator of any right or
cbligation established uander this unit agreement and in case of any inconsistencies
or conflict between this unit agreement and the operating agreement, this unit agree-
ment shall prevail,

7. DICHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically
provided herein, the exciusivc Tisht. privilege and duty of exercising any and all
rights of the parties hereto which are necessary ur zonvenient for prospecting for,
producing, storing, allocating and distributing the unitized substsncus cre hereby
delegated to and shall be exercised by the unit operator as hexein provided. Accept-
able evidence of title to said rights shall be deposited with said unit operator and,
together with this agreement, shall constitute and define the rights, privileges and
obligations of unit operator. Nothing herein, however, shall be construed to transfer
title to any land or to sny lease or operating agreement, it being understood that
under this agreement the unit operator, in its capacity as unit operator, shall exer-

cise the rights of possession and use vested in the parties hereto only for the pur-
poses herein specified.

8. DRILLING TO DISCOVERY. The unit operator shall, within sixty (60) days
after the effective date of this agreement, commence operations upon an adequate
teet well for oil apd gas upon sowme part of the lands embraced within the unit area
and shall drill saic well with due diligence to a depth sufficient to test the Devonian
formation or to such a depth as unitized substances shall be discovered iR paylng
quantities at a lesser depth or until it shall, in the opinion of unit operator, be
determined that the further drilling ¢f =aid well shall be unwarranted or impracti-
cable; provided, however, that unit operator shall not, in any event, be required
to drill said well to a depth in w._ﬁx‘ Until a discovery of a
deposit of unitized substances capable of being produced in paying quantities (to-
wit: quantities sufficient to repay the costs of drilling and producing operations
with a reasonabie profit) unit operator shall continue drilling diligently, one well
at a time, allowing not more than six months between the completion of one well and
the beginning of the next well, until a well capable of producing unitized substances
in paying quantities is completed to the satisfaction of the Commissioner, or umtil
it is reasonably proven to the satisfaction of the unit operator that the unitized
land is incapable of producing unitized substances in paying quantities in the for-
mation dr’ 11¢7 hereunder.

Any well commenced prior to the effective date of this agreement upon the unit
area and drilled to the depth provided herein for the driiliag of an initial test
well shall be considered as complying with the drilling requirements hereof wit
respect to the initial well. The Commissioner may modify the drilling requirementa
of this section by granting reascnable extensions of time when in his opinion such
action is warranted. Upon failure to comply with the drilling provisions of this
article the Commissioner may, after reasonable notice to the uunit operator and each
working interest owner, lessee and lessor at their last known addresses, declare
this unit agreement terminated, and all rights, provileges and obligations granted
and assumed by this unit agreement shall cease and terminate as of such date,

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES: Should
unitized substances in paying quantities be discovered upon the unit area the unit
operator shall on or before six months from the time of the completion of the initial
discovery well and within thirty days after the expiration of each twelve months
period thereafter file a report with the Commissioner and Commission of the status
of the development of the unit area and the development contemplated for the follow-
ing twelve monthe period.
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It is understood that one of the main considerations for the approval of this
: dgiceiwcat Uy the Commisefanar af Puhlic Lands is to secure the orderly development
!' of the unitized lands in accordance with good conservation practices 80 &8 CU UULZLu

f the greatest ultimate recovery of unitized substances.

After discovery of unitized substances iun paying quanticies, unit operator shall
proceed with diligence to reasonably develop the unitized area as a reasonably prudent
operator would develop such arca under the same or similar circumstances.

If the unit operator should fail to comply with the above covenant for reason-
able development this agreement may be terminated by the Commiszioner as to all lands
of the State of New Mexico embracing undeveloped regular well spacing or proration
units but in such event the basis of participation by the working intersst owners
shall remain the game as if this agreement had not been terminated as to such lands;

5 provided, however, the Commissioner shaii give noitice &c the unit cperastor and the
i lessees of record in the manner prescribed by Sec. 7-11-14, N.M. Statutes 1953

& Annotated of intention to cancel on account of any alleged breach of said covenant
& for reasonable development and any decision entered thereunder shall be subject to
o appeal in the manner prescribed by Sec. 7-11-17, N.M. Statvtes 1953 Annotated and,
provided further, in any event the unit operator shall be given a reasonable oppor-
tunity after a final determination within which to remedy any default, failing in
which this agreement shsll be terminated as to all lands of the State of New Mexico
embracing undeveloped regular well spacing or proration units.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of pro-
ducing unitized substances in paying quantities, the owners of working interests
shall participate in the production therefrom and in all other producing wells which
may be drilled pursuant hereto in the proportions that their respective leasehold
interests covered hereby on an acreage basis bears to the total number of acres
coomitted to this unit sgreement, and such unitized substances shall be deemed to
have been produced from the respective leasehold interests participating therein.
For the purpose of determining any benefits accruing under this agreement and the
distribution of the royalties payable to the State of New Mexico and other lessors,
each separate lease shall have allocated to it such percentage of said preduction
as the number of acres in each lease respectively committed to this agreement bears
to the total number of acres committed hereto.

Notwithstanding any provisions contained herein to the contrary, each working
interest owner shall have the right to take such owner's proportionate share of the
unitized substances in kind or to personally sell or dispose of the same, and nothing
herein contained shall be construed as giving or granting to the unit operator the
right to sell or otherwise dispose of the proportionate share of any working interest
owner without specific authorization from time to time so to do.

i1l. ALLOCATION OF PRODICTION. All unitized substances produced from each tract

in the unitized area established under this agreement, except any part thereoi used
for production or development purposes hereunder, or unavoidably lost, shall be
deemed to be produced equally on an acreage basis from the several tracts of the
unitized land, and for the purpose of determining any benefits that accrue omn an
acreage basis, each such tract shall have allocated to it such percentage of said
prcduction as its area bears to the entire unitized area. It is hereby agreed that
production of unitized substances from the unitized area shall be allocated as pro-

vided herein, regardless of whether any wells are drilled on any particular tract
of said unitized area.

12, PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: All rentals due
the State of New Mexico shall be paid by the respective lease owners in accordance
vith the texms of their leases.

All royalties due the State of New Mexico under the terms of the leases com-
mitted to this agreement shall be computed and paid on the basis of all unitized
' substances ailocaied iv il Tespoctive lesseas committed hereto; provided, howewver,
the State shall be entitled tc take in kind its share of the unitized sub.tances
allocated to the respective leases, and in such case the unit operator shall make
deliveries of such royalty oil in accordance with the terms of the respective leases.

-4 -




All rentals, ir any, uuc <o3-T =nv lesses embracing lands other than the Su:e
of New Mexico, shall be paid by the respecti.ve lease owmers in ACCOTAENGE wicii wum
terms of their leases and all royalties due under the terms of any such leases shall

be paid on the basis of all unitized substances allocated to the respective leases
committed hexeto,

If the unit operator introduces gas obtained from scurces other than the unit-
ized substances into any producing formation for the purpose of repressuring, stimu-
lating or increasing the ultimate reccvery of unitized substances therefrom, a like
amount of gas, if available, with due allowance for loas or depletion from any cause
may be withdrawn from the formation into which the gas was introduced royalty free
as to dry gas but not as to the products extracted therefrom; provided, that such
withdrawal shall be at such time as may be provided in a plan of operation consented
to by the Commissioner and approved by the Commission as conforming to good petroleum
engineering practice; and provided further, that such right of withdrawal shall tex-
minate on the termiration of this unit agreement.

If any lease committed hereto is burdened with an overriding royalty, payment
out of production or other charge in addiiisn tc Lha venal ravaltv, the cwner of each
such lease shall bear and assume the same out of the unitized substances allocated
to the lands embraced in each such lease as provided herein.

13. IZASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY TO LANDS
WITHIN TER VwlIIZED AREA. The terms, conditions and provisions of all leases, sub-
leases, operscing agreements and other contracts relating to the exploration, drilling
development or operation for oil or gas of the lands committed to this agreement, shall
as of the effective date hereof, be and the same are hereby expressly modified and
amended inscfar as they apply to lands within the unitized area to the extent neces-
sary to make the same conform to the provisions hereof and go that the respective
terms of said leases and agreements will be extended insofar as necessary to coincide
with the term of this agreement and the approval of this agreement by the Commissioner
and the respective lessors and lessees shall be effective to conform the provisions
and extend the term of each such lease as to lande wiihin the unitized area to the
provisions and term of this agreement; but otherwise to remain in full force and
effect. Each lease committed to this agreement; insofar as it applies to lands
within the unitized area, shall continue in force beyond the term provided therein
8o long as this agreement remains in effect, provided, drilling operations upon the
initial test well provided for herein shall have been commenced or said well is in
the process of being drilled by the unit operator prior to the expiration of the
shortest term lease committed to this agreement. Termination of this agreement shall
not effect any lease which pursuant to the terms thereof or any applicable laws would
continue in full force and effect thereafter. The comrencement, coampletion, coantinued
operation or production of a well or wells for unitized subgstances on the unit area
shall be coustzucd and considered as the commencement, completion, continued opera-
tion or production on each of the leasehold interescs cuammittad to this agreement
and operations or production pursuant to this agreement shall be deemed to be opera-
tions upon and production from each leasehold interest committed hereto and there
shall be no obligation on the part of the unit operator or any of the owners of the
respective leasehold interests committed hereto to drill offsets to wells as between

the leasehold interests committed to this agreement, except as provided in Section 9
hereof.

Any lease embracing lands of the State of New Mexico having only a portion of
its lands committed hereto shall be segregated as to the portion committed and as to
the portion not cormitted and the terms of such leases shall apply separately as to
such segregated portions commencing as of the effective date hereof. Notwithstanding
any of the provisions of this agreement to the contrary, any lease embracing lands
of the State of New Mexico having only a portion of its lands committed hereto ghall
continue in full force and effect beyond the term provided therein as to all lands
embraced in such lease, if oil and gas, or either of them, are discovered and are
capable of being produced in pa2ying quantities from some part of the lands embraced
in such lease committed to this agreement at the expiration of the secondary term of
such lease; or if, at the expiration of the secondary term, the lessee or the unit
operator is then engaged in bona fide drilling or reworking operations on some part
of the lands embraced therein shali remain in full force and effect so long as such
operations are bejng diligently prosecuted, and if they result in the production of



P S e VR

oil or gas, said lease shall continue in full force and effect as to all of the lands
amhracad therein. so long thereafter as oil and gas, or either of them, are being
produced in paying quantities from any portion of saiad iands.

14. CONSERVATION., Operations hereunder and production of unitized substances
shall be conducted to provide for the most ecomomical and efficient recovery of said
substances without waste, as defined by or pursuant to State laws or regulatioms.

15. DRAINAGE. In the event a well or wells producing oil or gas in paying
qumtities should be brought in on land adjacent to the unit area draining unitized sub-.
stances from the lands embraced therein, unit operacor shall drill such offset well or
wells as a reasonably prudent operator would drill under the same or similar cir-
cumstances,

16, COVENANTS RUN WITH LAND, The covenants herein shall be construed to be
covenants running with the land with respect to the interests of the parties hereto
and their successors in interest until this agreement terminates, and any grant,
transfer or conveyance of interest in land or leases subject hereto shall be and
hereby is conditioned upon the assumption of all pridleges and obligatim here-
uiiwes Ly the gmantss, tTansfervea ar arhar aucceasor in intexesti. WNo assigmment or
transfer or any working, royalty or other interest subject hereto shall be binding
upon unit operator until the first day of the calendar month after the unit operator
is furnished with the original, photostatic or certified copy of the instrumeant of
tran=fer.

17. EFFECTIVE DATE AND TERM, This agreement shall become effective upon ap-
proval by the Commissioner and shall terminate in two years after such date unless
(a) such date of expiration is extended by the Commissioner, or (b) a valuable dis-
covery of unitized substances has been made on unitized land during said initial
term or any extension thereof in which case this agreement shall remain in effect
8o long as unitized substances can be produced from the unitized land in paying
quantities, and, should production cease, so long thereafter as diligent operations
are in progress for the restoration of production or discovery of new production and
so long thereafter as the unitized substances so discovered can be produced as afore-
said. This agreement may be terminated at any time by not lese than seventy-five per
cent (75%) on an acreage basis of the owners of the working interests signatory here-
to with the approval of the Commissioner. Likewise, the failure to comply with the
drilling requirements of Section 8 hereof may subject this agreement to termination
as provided in said section.

18, RATE OF PRODUCTION. All production and the disposal thereof shall be in
confomity with allocations, allotments and quotas made or fixed by the Commissioner
and in cenformity wirh all applicable laws and lawful regulatioms.

19. APPEARANCES, Unit operator shall, after notice to other parties affected,
have ihe right to appear for and on bhehalf of anv and all interests affected hereby
before the Commissioner of Public Lands and the Rew Mexico 01l Conservation Commission,
and to appeal from orders issued under the regulations of the Commissioner or Com-
mission or to apply for relief from amny of said regulations or in any proceedings
on its own behalf relative to operations pending before the Commissioner or Com-
mission; provided, however, that any other interested party shall also have the
right at his own expense to appear and to participate in any such proceeding.

20. NOTICES. All notices, demands or statements required hereunder to be
given or rendered to the parties hereto shall be deemed fully given, if given in
writing and sent by postpaid registered mail, addressed to such party or parties
at their respective addresses set forth in connection with the signatures hereto
or to the ratification or consent hereof or to such other address as any such party
may have furnished in writing to party sending the notice, demand or statement,

21. UNAVOIDABLE DEIAY, All obligations under this agreement requiring the
unit operator to commence or continue drilling or to operate on or produce unitized
substances from any of the lands covered by this agreement shall be suspeaded while,
but only so long as, the unit operator despite the exercise of due care and diiigence,
is prevented from complying with such obligations, in whole or in part, by strikes,
war, act3 of God, Federal, State or municipal law or agemcies, unavoidable accidents,
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uncontrollable delays in transportation, inability to obtain necessary materials in
open market or other matters bLejond Ll sossvasbie control of the unit operator
vhether similar to matters herein enumerated or not,

22. LOSS OF TITIE., In the event title to any tract of unitizad land Ay auh-
sctantiai interest therein shall fail and the true owner cannot be induced to join
the unit agreement so that such tract is not committed to this agreement or the
operation thereof hereunder becomes impracticable as, a result thereof, such tract
may be eliminated from the unitized area, and the interest of the parties readjusted
as a result of such tract being eliminated from the unitized area. In the event of
a dispute as to the title to any royslty, working or other interest subject hereto,
the unit operator may withhold payment or delivery of the allocated portion of the
unitized substances involved on account thereof without liability for interest umntil
the dispute is finally settled, provided that no payments of funds due the State of
New Mexico shall be withheld, Unit operator as such is relieved from any responsi-
bility for any defect or failure of any title hereunder,

23. SUBSEQUENT JOINDRR, Any cil cor gas iantctesi in lsnds within the unit area
not committed hereto prior to the submission of this agreement for final approval
either by the Commission or Commissioner may, with the consent cf an aggregate of at
least seventy-five per cent (75%) of the total working interests then committed to

this agreement, be committed hereto by the owner or owners of such rights subscribing

or cousenting to this agreement or executing = ratifliz~tion theresf, and 1f such owmer

is also a working interest owner, by subscribing io the operating agreememt providing for
the allocation of costs of exploration, development and operation. A subsequent joinder
shall be effective as of the first day of the month following the filing with the
Commissioner and the Commission of duly executed counterparts of the instrument ox
instruments committing the interest of s:ich owner to this agreement, but such joining
party or parties before participating in any benefits hereunder shail be required to
assume and pay to unit operator their proportionate share of the unit expense incurred
prior to such party's or parties' joinder in the unit agreement, and the unit operator

shall make appropriate adjustments caused by such joinder, without any retroactive
adjustment of revenue,

24. COUNTERPARTS. This agreement may be executed in any number of counter-
parts, no one of which needs to be executed by all parties or may be ratified or
consented to by separate instrument in writing specifically referring hereto, and
shall be binding upon all those parties who have executed such a counterpart,
ratification or comsent hexgtic with the same 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 owning or claiming an interest in the lands within the above described
unit area.

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agreement
to be executed as of the respective dates set forth opposite their signatures,

UNIT OPERATOR
ATTEST: MURPHY CORPORATION

By

Assistant Secretary Vice Pregident
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1961, by

ATIEST: MOBIL OIL COMPANY
By

ATTEST: TEXAS PACIFIC COAL AND OIL COMPANY
By

ATTEST: UNION OIL COMPANY OF CALIFORNIA
By,

ACEKNOWLEDEMENTS
STATE OF ARKANSAS ¥
X
COUNTY OF UNION X
The foregoing instrument was acknowledged before me this day of

My Cosmission Expires:

corporation, on behalf of said corporation.

» Vice President of Murphy Corporation, a Louisiana

Notary Public



STATE OF

. X
I
COUNTY OF X

EXS

The foregoing instrument was acknowledged before me this day of

3 1961, by ’ of Amerads Fetroieum
’ (Name) (Title)

Corporation, a corporation, on behalf of said corporation.

Notary Public
My Commission Expires:

STATE OF » X
X
COUNTY OF X

The foregoing instrument was acknowledged before me this day of

1961, by ’ of Mobil 0il Company
, (Name) (Title
: a corporation, on behalf of said corporation.

Notary Public

Hy Commission Expires:

: STATE OF X
= X
COUNTY OF X

The foregoing instrument was acknowledged before me this day of

1961, by » of Texas Pacific Coal
(Name) (Title)
and 0il Company, a corporation, on behalf of said corporation.

Notary Public
My Commission Expires:

STATE OF X
X
COUNTY OF X

The foregoing instrument was acknowledged before wme this day of

1961, by s of Union Oil Company
(Name) (Title)
of California, a corporation, on behalf of said corporatiom.
My Commission Expires:
Notary Public
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SKFORE TME OIL CONSERVATION CONMISSION -
STATE OF WEW MEXICO

ADPI TCATTAN NP MIMBNY FAARBASATYAM o
FOR APPFROVAL OF TEAE NORTWWEST
CAPROCK UNIT ACREXMENT DMBRACING ]
1,527.37 ACRES, MORR OR LRSS, OF oo D He /
LANDS OF THR STATIX OF FEN MEXICO e ‘
VITHIER TOUNSHIPS 11 AND 12 SOUTR, -
RARGE 32 RAST, N.M.P.N., LEA
COUNTY, EEN MEXICO.
Rew Mexico 01 Comservation Commission
Senta Fe
Hew Mexico
COMES the umdersigned, the Murphy Corporstionm, with
offices at 940 Petroleum Club Building, Demver 2, Colorado, i
and files herewith three copies of the proposed Unit Agreement
for the davelopment sad eoperation of the Northwest Caprock Umit
Arss, Lea Coumty, New Msxico, and hereby makes epplicatiom for
the approval of said Unit Agreement as provided by lew, and in

support thereof, shows:

1. That the preposed umit ares covered Ly said agree-
nent embreces 1,525.37 acres, wore or less, situated in Lea
County, New Mexico, more particulerly described as follows:

Sectien 32: 8EX

Psom e e CB B .0l o - oz »_oaa - ne we ne

Section 5: lots 1, 2, 3 and 4, Sih; 8% (All)
Section 6: Lot 1, SELNEY, EASEL

Saction 7: REEY

Section §: Wy, WSk




2. That all of the lands above described embraced
withia the preposed it area are lands of the State of New
Mexico.

3. That to the best of spplicent's knowledge and
belisf the proposed unit area covers all, or substaatislly
all, of ths goslogic feature mtv.%, and in tha svent ¢ ths
discavery of oil or gas thereon, that said Unit Agreement will
pornit the producing ares to ba davaloned and onararad {a tha
interest of comservatio: snd the prevention of waste.

4. Thet the Murphy Corporatiom is designated as Unit
Operator in ssaid Unit Agreement, and,as such, is givem suthor-
ity wnder the terms thereof to carry on all operations neces-
sery for the devalopmant snd operstion of the unit ares, sub-
ject to all epplicable laws and regulations. That said Unit
Agresssnt provides for tha commencement of a test well for oil
and gas upon soms part of the lands embraced in the umit arsas
within sixty (60) days from the effective date of the agree-
ment and for tha drillimg theveef with due diligence to a
depth sufficieat to test the Devonian Formstion or to such a
depth a3 umitised substsuces shall be discovered 4in paying
quantities if at & lesser depth; provided, howsver, Unit Opera-
tor 1e not required in suny event to drill said well to a depth
in excess of 11,600 feet,

5. That said Unit Agreement is fn substantially the
sane form as wmit agreaments hsretofore approved by the Com-
nissionsr of Public Lands of the State of New Mexico snd by the




New Hexico Uil Coussrvation Commission which only embrace
lands of the State of New Maxico, and it is delieved that in
the event oil or gas in paying quantities is discovered on
the lands within the unit ares, that the field or area can
be devaloped more economically and efficiently under the term”
of said agrewmant, tc the end that the maximum recovery will
be obtelined and ihai said Tuls Agreemane {a {n the imterest of
conservation snd the prevemtion of waste as contampleted by
the 011 Conservation Commission statutes of the Stzte of New
Mexico.

6. That upon an order baing entered by the New
Mexico Oil Conservation Commissiorn svoroving said Unit Agree-
ment, and sfter approval therecf by the Commissioner of Public
Lends of the State of New Maxico, an approved copy thereof
will be filed with the New Mexico 0f{l Comservation Commissiom.

WHEREPORE, the undersigned applicant respectfully re-
quests that this matter be set down for hearing before am Kx-
aniner and that due notice thereof be given end published as
provided by law, and that said Unit Agreement bs approvad by
the Maw Mawico 0i1 Conssrvation Commission as being in the im-
terest of conssrvation amd prevemiion of waste.

DATED this the 12th dsy of May, 1961.

Respectfully sulaitted,

L
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STATE OF MEW MEXICO

RANGE 32 EASY, N.)M.P.X., LEA
COBYY, BN MEKISO.

Bew Mexico 01 Comservation Commission
Santa Te
Hew Mexico

COMES the undersigned, ths NMurphy Corporation, with
offices at 940 Petroleum Cludb Building, Demver 2, Colorsdo,
and files herewith thrse copies of the proposed Unit Agresment
m&cwmwmunotﬂumecqumf
Ares, Laa County, Rew liaxico, end hersby makes applicetion for
ths spproval of said Unit Agreement as provided by low, and in
suppert thereof, shows:

1. That the proposed umit area coversd by said agree-
aent eshrases 1,3525.37 acras, mere or less, situated inm Laa
County, Mev Maxico, mors particularly deseribed as follows:

- e e

Section 5: lots 1, 2, 3 snd 4, SiNY; 84 (All)
Sectiom 61 Lot L, SEKNRY, BASEX

Sectien 7: EiNRk

Section 8: W, WS
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2. That all of the lands above described embraced
withia the proposed unit srea are lands of tha State of New
Mexioco.

3. That to the best of spplicant's knowledze and
balief the proposed unit area covers all, or substantially
all, of ths geologic feature involved, and in the event of the
discovery of oil or gas thereon, that said Unit Agreement will
permit the producing area to be developed and opersated inm the
interest of comservation and the prevention of wastae.

4. That the Murphy Corpcration is designated as Unit
QOperator in caid Unit Agreement, and,as such, is given suthor-
icy under the terms thereof to carry on all operations neces-
sary for the development and operstion of the unit area, sub~
jJect to all aspplicable laws and regulations. That said Unit
Agreement provides for the commencement of & test well for oil
and gas upon some part of the lands embraced in the unit area
vithin sixty (60) days from the effective date of the agree-
ment and for the drilling thereof with due diiigence to a
depth sufficient to test the Devonian Formation or to such a
depth as unitized substances shall be discovered in paying
quantities 1if at s lesser depth; provided, however, Unit Opera-
tor is not required in sny event to drill said well to a depth
in excess of 11,600 fest. | |

5. That said Unit Agreement is in substantially the

same form as unit agrasments heretofore approved by the Com-

'missioner of Public Lands of the State of New Mexico and by the
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New Mexico 01l Conservation Commission which only embrece

lands 2f the State of New Mexico, and it is believed that in
the svent oil or gas in paying quantities is discovered on
the lands within the unit i+ .a, that the field or srea can
be developed more economically and sfficiently umnder the terms
of said agreement, to ths end that the maximum rescovery will
bSe obtsined and that said Unit agresmsut f{e in tha fnterest of
conservation end the prevention of waste as contemplated by
the 011 Conservation Commission statutes of the S5tate of New
Mexico.
6. That upon an order being entered by the Kew
Mexico 04l Conssrvation Commiesion spproving said Unit Agree-
nent, and after approval thereof by the Commissioner cf Public
Lands of the 3tate of New Maxico, an approved copy thereof
will be filed with the New Mexico 0il Conservation Commission.
WHEREPORE, the undersigned applicant respectfully re-
quasts that this matter be set down for hearing before an Ex-
amiaer sud thai dus Sctics therenf be given and published as
provided by law, and that said Unit Agresment be spproved by
the New Maxico 0il Conservation Commission as being in the in-
terest of conservation and preveantion of weaste.
DATED this the 12th day of May, 1961.
Respectfully submitted,
HERVEY, DOW & RIRELE
;Q) L I#ALLA_‘LM

Aitomyt for Applicant

Murphy Corporation
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION

OF THE _
- . . [
NORTHWEST CAPROCK UNIT ABEA A oo T
1EA COUNTY, NEW MEXICO C/Z//J/
No.
THIS AGREEMENT, entered into as of the day of , 1961, by

and between the parties subscribing, ratifying or consenting hereto, and herein
referred to as the "parties hereto," .

o S

WHEREAS, the parties hereto are the owners of working, royalty or other oil
or gas interests in the unit area subject to this agreement; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico {s author~
ized by an Act of the lLegislature (Sec. 3, Chap. 88, Laws 1943) as amended by Dec. 1
of Chapter 162, Laws of 1951, (Chap. 7, Art. 11, Sec. 39, N.M. Statutes 1953 Annot.),

~ to consent to and approve the development or operation of State lands under agree~

ments made by lessees of State land jointly or severally with other lessees whare

such agreements provide for the unit operation or development of pa:t of or all of
any oil or gas »eel, field, or area; and

MREAS the Commigsioner of Public Lands of the State of New Mexico is asuthor-
ized by an Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap. 7, Axt.ll,
Sec. 41 !I.H. Statutes 1953 Annotated) to amend with the approval of lessee, evidenced
by the lessee's execution of such agreement or otherwise, any oil and gas lease em-
bracing State lands so that the length of the term of said lease may coincide with
the temm of such agreements for the unit operation and development of part or all of
any oll or gas pool, field or area; and

WHEREAS, the 011 Conservation Commission of the State of New Mexico (herein-
after referred to as the “Commission”) is authorized by an Act of the Legislature
(Chap. 72, Laws 1935; Chap. 65, Art.3, Sec. 14 N.M. Statutes 1953 Annotated) to
approve this agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Northwest Caprock
Unit Area covering the land hereinafter described to give reasonably effective con-
trol of operations therein; and

WHEREAS, it {s the purpose of the parties hereto to comserve natural resources,
prevent waste and secure other benefits obtainable through development and operation

of the area subject to this agreement under the terms, conditions and limitatioms
herein set forth;

ROW, THEREFORE, in consideration of the premises and the promises herein con-
tained, the parties hereto commit to this agreement their respective interests in
the below defined unit area, and agree severally among themselves as follows:

1. UNIT AREA: The following described land is hereby designated and recog-
nized as comnstituting the unit area:

STATE OF NEW MEXICO
COUNTY OF LEA

TOWNSHIP 11 SOUTH, RANGCE 32 EAST

Section 32: SE 1/4

TOWNSHIP 12 SOUTH, RANGE 32 EAST

Section 5: lots 1, 2, 3, and 4,




Exhibit A attached hereto is a map showing the unit area and the boundaries

and identity of tracts and leases in said area to the extent known to the unit opera-
t~». ®whikitr R attached hereto is a schedule showing to the extent known to the unit
operator the acreage, percentage and kind of ownership of OlLlL and gas iucCissis iu

all lands in the unit area. However, nothing herein or in said schedule or map shall

be construed as a representation by any party hereto as to the ownership of any in-
terest other than such interest or interests as are shown on said map or schedule as
owned by such party. Exhibits A and B shall be revised by the Unit operator when-

ever changes in ownership in the unit area render such revisions necessary or when
requested by the Coumissioner of Pubiic Lands, hereinafter referred tu as "Commissioner."

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

2. UNITIZED SUBSTANCES., All oil, gas, natural gasoline and associated fluid
hydrocarbons in any and all formations of the unitized land are unitized under the
terms of this agreement and herein are called "unitized substances."

3. UNIT OPERATOR. Murphy Corporation, with offices at 940 Pe:roleum Club Building,
Denver 2, Colorado, is hereby designated as unit operator and by signature hereto commits
to this apiccment all interset in unirized aubstances vested in it as set forth in
Exhibit B, and agrees and consents to accept the duties and obligations of unic
operator for the discovery, development and production of unitized substances as
herein provided. Whenever reference is made herein to the unit operator, such ref-
erence means the unit operator acting in that capacity and not as an owner of inter-
ests in unitized substances, and the term "working interest owner" when used herein

shall include or refer to unit operatcr as the owner of a working interest when such
an interest is owned by it.

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit operator shall have the right
to resign at any time but such resignation shall not become effective until a succesa-
sor unit operatcr has bean ssiected and spproved in the manner provided for in Section
5 of this agreement. The resignation of the unit operater shall not release the unit
operator from any liability or any default by it hereunder occurring prior to the
effective date of its resignation,

Unit operator may, upon default or failure in the performance of its duties or
obligations hereunder, be subject to removal by the same percentage veote of the owners
of working interests determined in like manner as herein provided for the selection

of a new unit operator. Such removal shall be effective upon notice thereof to the
Commissioner.

The resignation or removal of the unit operator under this agreement shall not
terminate his right, title or interest as the owner of a working interest or other
interest in unitized scubstances, but upon the resignation or removal of unit operator
becoming effective, such unit operator shall deliver possession of all equipment,
materials and appurtenances used in conduciing ine unii operaticns and cwmed by the
working interest owners to the new duly qualified successor unit operator, or to the
owners thereof if no such new unit operator is elected, to be used for the purpose of
conducting unit operations hereunder. Nothing herein shall be construed as authoriz-

ing removal of any material, equipment and appurtenances needed for the presexvation
of any wells.

5. SUCCESSOR UNIT OPERATOR. Whenever the unit operator shall resign as unit
operator or shall be removed as hereinabove provided, the owners of the working in-
terests according to their respective acreage interests in all unitized land shall
by a mz2jority vote select a successor unit operator; provided that, if a majority but
less than seventy-five per cemnt (75%) of the working interests qualified to vote is
owned by one party to this agreement, a concurring vote of sufficient additiomal
- parties, so as to constitute in the aggregate not liess than seventy-five per cent
(75%) of the total working interests, shall be required to select a mew operator.
Such selection shall not become effective until (a) a unit operator so selected shall
accept in writing the duties and responsibilities of unit operstor, and (b) the se-
lection shall have been approved by the Commissioner. If no successor unit operator
is selected and qualified as herein provided, the Coomissioner at his election may
deciare this unit agreement terminated,

-2 -
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6. ACCOUNTING PROVISIONS. The unit operator shall psy in the first instance
all costs and expenses incurred in conducting unit operations hereunder, and such
costs and ‘expenses suv -is Tovkine interest benefits accruing hereunder shall be
apportioned among the owners of the unitized working intercave iu zzcovdenca with an
operating agreement entered into by and between the unit operator and the owmers of
such interests, whether one or more, separately or collectively. Any agreement or
agreements entered into between the working interest owners and the unit operator as
provided in this section, whether one or more, are herein referred to as the "Operat-
ing Agreement."” No such agreement shall be deemed either to modify any of the terms
and conditions of this unit agreement or to relieve the unit operator of any right or
cbligation established under this unit agreement and in case of any incounsistencies
or conflict between this unit agreement and the operating agreement, this unit agree-
went shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically
provided herein, the exclusive right, privilege and duty of exercising any and all
rights of the parties hereto which are necessary or convenient for prospecting ioz,
producing, storing, allocating and distributing the unitized substances are hereby
delegated to and shall be exercised by the unit operator as herein provided. Accept-
able evidence of title to said rights shall be deposited with said unit operator and,
together with this agreement, shall comstitute and define the rights, privileges and
obligations of unit operator., Nothing herein, howeer, shall be construed to transfer
title to any land or to any lease or operating agreement, it being understood that
under this agreement the unit operator, in its capacity as unit operator, shall exer-

cise the rights of possession and use vested in the parties hereto only for the pur-
poses herein specified,

8. DRILLING TO DISCOVERY. The unit operator shall, within sixty (60) days
after the effective date of this agreement, commence operations upon an adequate
test well for oil and gas upon some part of the lands embraced within the unit area
and shall drill said well with due diligence to a depth sufficient to test the Devonian
formation or to such a depth as unitized substances shall be discovered in paying
quantities at a lesser depth or umtil it shall, in the opinion of unit operator, be
determined that the further drilling of said well shall be unwarranted or impracti-
cable; provided, however, that unit operator shall not, in any event, be required
to drill said well to a depth in excess of 11,600 feet. Until a diascovery of a
deposit of unitized substances capable of being produced in paying quancities (to-
wit: quantities sufficient tc repay the costs of drilling and producing operations
with a reasonable profit) unit operator shall continue drilling diligently, one well
at a time, allowing not more than six months between the completicn of one well and
the beginning of the next well, until a well capable of producing unitized substances
in paying quantities is completed to the satisfaction of the Commissioner, or until
it is reasonably proven to the satisfaction of the unit operator that the unitized
land is incapable of producing unitized substances in paying quantities in the for-
mation drilled hereunder.

Any well commenced prior to the effective date of thie agreement upon the unit
area and drilled to the depth provided herein for the drilling of an initial test
well shall be considered as complying with the drilling vequirements hereof with
respect to the initial well. The Commissioner may modify the drilling requirements
of this section by granting reasonable extensions of time when in his opinion such
action is warranted. Upon failure to comply with the drilling provisions of this
article the Commissioner may, after reasonable notice to the unit operator and each
working interest owner, lessee and lessor at their last known addresses, declare
this unit agreement terminated, and all rights, provileges and obligations granted
and assumed by this unit agreement shall cease and terminate as of such date.

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES: Should
unitized substances in paying quantities be discovered upon the unit area the unit
operator shall on or before six months from the time of the completion of the initisl
discovery well and within thirty days after the expiration of each twelve mouths
period thereafter file a report with the Commissioner and Commission of the status

of the development of the unit area and the development contemplated for the follow-
ing twelve months period.




It is understood that one of the main considerations for the anproval 2f thi
agreement by the Commisain~nar of DUlIlc Lards 18 to secure the orderly development
of the unitized lands in accordance with good conservation practices so as to obtain
the greatest ultimate recovery of unitized substances.

After discovery of unitized substances in paying quantities, unit operator shall
proceed with diligence to reasonably develop the unitized area as a reasonably prudent
operator would develop such area under the same or similar circumstances,

If the unit operator should fail to comply with the above covenant for reason-
able development this agreement may be terminated by the Commissioner a3 to all lands
of the State of New Mexico embracing undeveloped regular well spacing or proration
units but in such event the basis of participation by the working interest owners
shall remain the same as if this agreement had nct 4zea iemminated as to such lands;
providsd, nowever, the Commissioner shall give notice to the unit operator aand the
lessees of record in the manner prescribed by Sec. 7-11-14, N.M. Statutes 1953
Annotated of intention to cancel on account of eny alleged breach of said covenant
for reasonable¢ development and any decision entered thereunder shall be subject to
appeal in the manner prescribed by Sec. 7-11~17, N.M, Statutes 1953 Annotated and,
provided further, in any event the unit operator shail be given a reasonable oppor-
tunity after a final determination within which to remedy any default, failing in
wvhich this agreement shall be terminated as to all lands of the State of New Mexico
embracing undeveloped regular well spacing or proration units,

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of pro-
ducing unitized substances in paying quantities, the owners of working interests
shall participate in the production therefrom and in all other producing wells which
may be drilled pursuant hereto in the proportions that their respective leasehold
intereats covered hereby on an acreage basis bears to the total number of acres
committed to this urit agreement, and such unitized substances shall be deemed to
have been produced from the respective leasehold interests participating therein,
For the purpose of determining any benefits accruing under this agreement and the
distribution of the royalties payable to the State of New Mexico and other lessors,
each separate lease shall have allocated to it such percentage of said production
as the number of acres in each lease respectively committed to this agreement bears
to the total number of acres committed hereto.

Notwithstanding any provisions contained herein to the contrary, each working
interest owner shall have the right to take such owner's proportionate share of the
unitized substances in kind or to personally sell ox dispose of the same, and nothing
herein contained shall be construed as giving or granting to the uanit operator the
right to sell or otherwise dispose of the proportionate share of any working interest
owner without specific authorxization from time to time so to do.

11, ALIOCATION OF PROMICTION, All unitized substances produced from each tract
in tche unitized area established under this agreement, except any part thereof used
for production or development purposes hereunder, or unavoidably lost, shall be
deemed to be produced equally on an acreage basis from the several tracts of the
unitized land, and for the purpcse of determining any benefits that accrue on an
acreage basis, each such tract shall have allocated to it such percentage of said
production as its area bears to the entire unitized area. It is hereby agreed that
production of unitized substances from the unitized area shall be allocated as pro-
vided herein, regardless of whether any wells a:: drilled on any particular tract
of said unitized area.

12, PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: All rentals due
the State of Rew Mexico shall be paid by the respective lease owners in accordance
with the terms of their leases.

~ All royalties due the State of New Mexico under the terms of the leases com-
mitted to this agreement shall be computed and paid on the basis of all vnitized
substances allocated tu ths zespeciive ieases committed hereto; provided, however,
the State shall be entitled to take in kind its share of the unitized substances
allocated to the respective leases, and in such case the umnit operator shall make
deliveries of such royalty oil in accordance with the terms of the respective leases.
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All rentels, if any, due under any leases embracing lands other than the State
of New Mexico, shall be paid by the respective ieaic owners in accordance with the
CeImMs Ui iLlcia ivwmics wis oll Toy2ltise duna wndar the terms of any such leases shall
be paid on the basis of all unitized subscances allocated to the respective leases
committed hereto.

If the unit operator introduces gas obtained from sources other than the unit-
ized substances into any producing formation for the purpose of repressuring, stimu-
lating or increasing the ultimate recovery of unitized substances therefrom, a like
amount of gas, if available, with due allowance for loss or depletion from any cause
may be withdrawn from the formation into which the gas was intrxoduced royalty free
a8 to dry gas but not as to the products extracted therefrom; provided, that auch
withdrawal shall be at such time as may be provided in a plan of operation consented
to by the Commissioner and approved by the Commission as conforming to good petroleum
engineering practice; and provided further, that such right of withdrawal shall ter-
minate on the termination of this unit agreement,

1f any lease committed hereto is burdened with an overriding royalty, payment
out of production or other charge in addition to the usual royalty, the owner of each
such lease shall bear and assume the same cut of the unitized substances allocated
to the lands embraced in each such lease as provided herein.

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY TO LANDS
WITHIN THE UNITIZED AREA, The terms, conditions and provisions of all leases, sub-
leases, operating agreements and other contracts relating to the exploration, drilling
development or operation for oil or gas of the lands committed to this agreement, shall
as of the effective date hereof, be and the same are hereby expressly modified and
amended insofar as they apply to lands within the unitized area to the extent neces-
sary to make the same conform to the provisions hereof and so that the respective
terms of said leases and agreements will be extended insofar as necessary to coincide
with the term of this agreement and the approval of this agreement by the Commissioner
and the respective lessors and lessees shall be effective to conform the provisions
and extend the term of each such lease as to lands within the unitized area to the
provisions and term of ihis agreement; but otherwise to remain in full force and
effect. Each lease committed to this agreement, insofar as it applies to lands
within the unitized area, shall continue in force beyond the term provided therein
so long as this agreement remains in effect, provided, drilling operations upon the
initial teat well provided for herein shall have been commenced or said well is in
the process of being drilled by the unit operator prior to the expiration of the
shortest term lease committed to this agreement. Termination of this agreement shall

‘not effect any lease which pursuant to the terms thereof or any applicable laws would

continue in full force and effect thereafter. The commencement, completion, continued
operation or production of a well or wells for unitized substances on the unit axea
shall be construed and considered as the commencement, completion, continued opera-
tion or production on each of the leasehold interests committed to this agreement

and operatisns or production pursuant to this agreement shall be deemed to be opera-
tions upon and production from each leasehold interest committed hereto and there
shall be no obligation on the part of the unit operator or any of the owners of the
respective leasehold interests comnitted hereto to drill offsets to wells as between
the leasehold interests committed to this agreement, except as provided in Section 9
hereof.

Any lease embracing lands of the State of New Mexico having only a portion of
its lands committed hereto shall be segregated as to the portion committed and as to
the portion not committed and the terms of such leases shall apply separately as to
such segregated portions co.mencing as of the effective date hereof, Notwithstanding
any of the provisions of this agreement to the contrary, any lease embracing lands
of the State of New Mexico having cnly a portion of its lands committed hereto shgll
continue in full force and effect beyond the term provided therein as to all lands
embraced in such lease, if oil and gas, or either of them, are discovered and are
capable of being produced in paying quantities from some part of the lands embraced
in such lease committed to this agreement at the expiration of the secondary term of
such lease; or if, at the expiration of the secondary term, the lessee or the unit
operator is then eagaged in bona fide drilling or reworking operations on some part
of the lands embraced therein shall remain in full force and effect so long as such
operations are being diligently prosecuted, and if they result in the production of
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oil or gas, said lease shall continue iu lill frree and effect as to all of the lands
embraced therein, so long thereafter as oil and gas, or either vi Lui=, ~™= being
produced in paying quantities from any portion of said lands.

14. CONSERVATION, Operations hereunder and production of unitized substances
shall be conducted to provide for the most economical and efficient recovery of said
substances without waste, as defined by or pursuant to State laws or regulations.

15. DRAINAGE, In the event a well or wells producing oil or gas in paying
quantities should be brought in on land adjacent to the unit area draining unitized sub-
stances from the lands embraced thereia, unit operator shall drill such offset well or
wells 2= a reasonably prudent operator would drill under the same or similar cir-
cumstances.

16. COVENANTS RUN WITH LAND, The covenants herein shall be construed to s
covenants running with the land with respect to the interests of the parties hereco
and their successors ip interest until this agreement terminates, and cny grant,
tcansfer or conveyance of interest in land or leases subject hereto shall be and
hereby is conditioned upon the assumption of all privileges and obligations here-
under by the grantee, transferee or other successor in interest. No assigmmexnt or
transfer or any working, royalty or other interest subject hereto shall be binding
upon unit operator until the first day of the calendar month after the unit operator
is furnished with the original, photostatic or certified copy of the instrument of
transfer,

17. EFFECTIVE DATE AND TERM. This agreement shall become effective upon ap-
proval by the Commissioner and shall terminate in two years after such dats unless
(2) such date of expiration is extended by the Commissioner; or (b) a valuable dis-
covery of unitized substances has been made on unitized land during said initial
term or any extension thereof in which case this agreement shall remain in effect
so long as unitized substances can be produced from the unitized land in paying
quancities, and, should production cease, so long thereafter as diligent operations
are in progress for the restoration of production or discovery of new production and
so long thereafter as the unitized substances so discovered can be produced as afore-
said. This agreement may be terminated at any time by not lese than seventy-five per
cent (75%) on an acreage basis of the owners of the working interests signatory here-~
to with the approval of the Commissiomer. Likewise, the failure to comply with the
drilling requirements of Section 8 herzof may subject this agreement to termination
as provided in said section,

18. RATE OF PRODUCTION. All production and the disposal thereof ahall be in
conformity with allocations, allotments and quotas made or fixed by the Coumissioner
and in conformity with all applicable laws and lawful regulatioms,

19, APPRARANCES. Unit operator shall, after notice ic cther parties affected,
have the right to appear for and on behalf of any and all interests affected hereby
before the Commissioner of Public Lands and the New Mexico 0il Conservation Commission,
and to appeal from orders issued under the regulations of the Commissioner or Com-
mission or to apply for relief from any of said regulations or in any proceedings
on its own behalf relative to operations pending before the Commissioner or Com-
mission; provided, however, that any other interested party shall also have the
right at his own expense to appear and to participate in any such proceeding.

20. NOTICES. All notices, demands or statements required hereunder to be
given or rendered to the parties hereto shall be deemed fully given, if given in
writing and sent by postpaid registered mail, addressed to such party or parties
at their respective addresses set forth in connection with the signatures hareto
or to the ratification or consent hereof or to such other address as any such party
may have furnished in writing to party sending the notice, demand or statement.

21. UNAVOIDABLE DELAY., All obligations under this agreement requiring the
unit operator to commence or continue drilling or to operate om or produce unitized
substances from any of the lands covered by this agreement shall be suspended while,
but only so long as, the unit operator despite the exercise of due care and diligence,
is prevented from complying with such obligations, in whole or in part, by strikes,
war, acts of God, Federal, State or municipal law or agemcies, unavoidable accidents,




uncontrollable delays in transportation, inability to obtain necessary materials in
open market, or other matters beyond the reasomable control of the unit operator
whether similar to matters herein emmerated or not.

22, LOSS OF TITLE, In the event title to any tract Or unitized irauu Vi suv-
stantial interest therein shall fail and the true owner cannot be induced to join
the unit sgreemeni so that such tract is not committed to this agreement or the
operation thereof hereunder becomes impracticable as. a result thereof, such tract
may be eliminated from the unitigzed area, and the intereat of the parties readjusted
as & vesult of such tract being eliminated from the unitized area. In the event of
a dispute as to the title to any royalty, working or other interest subject hereto,
the unit operator may withhold payment or delivery of the allocated portion of the
unitized substances involved on account thereof without liability for interest umtil
the dispute is finally settled, provided that no payments of funds due the State of
New Mexico shall be withheid., Unit operator as such is relieved from any responsi-
bility for any defect or failure of any title hereunder.

23. SUBSEQUENT JOINDER. Any oil or gas iaterest in lands within the unit area
not committed hereto prior to the submission of this agreement for final approval
either by the Commisaion or Commissioner may, with the consent of an aggregate of at
least seventy-five per cent (75%) of the total working interests then committed to
this agreement, be comaliticed herete by the owner or owners of such rights subscribing
or consenting to this agreement or executing a ratification thereof, and if such owmer
is also a working interest owner, by subscribing to the operating agreement providing for
the allocation of costs of exploration, development and operation. A subsequent joinder
shall be effective as of the first day of the month following the filing with the
Comaissioner and the Commission of duly executed counterparts of the instrument or
instruments committing the interest of such owner to this agreement, but such joining
party or parties before participating in any benefits hereunder shall be required to
assume and pay to unit operator their proportionate share of the unit expense incurred
prior to such party's or parties' joinder in the unit agreement, and the unit operator
shall make appropriate adjustments caused by such joinder, without any retroactive
adjustment of revenue.

25, ConTeRPARTS, This agreement may be executed in any number of counter-
parts, no one of which needs to be executed by all parties or may be ratified or
consented to by separate instrument in writing specifically referring hereto, and
shall be binding upon all those parties who have executed such a counterpart,
ratification or consent hereto with the same force and effect as if all such parties
had sionad the same document and regardless of whether or not it is executed by all
other parties owning or claiming an interest in the lands within the shave described
unit area,

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agreement
to be executed as of the respective dates set forth opposite their signatures.

ATIEST: MURPHY CORPORATION

Assistant Secretary Vice President



ATIEST:

ATTEST:

ATTEST:

The Fforegdsizg instrument was acknowledge

1961, by , Vice

corporation, on behalf of said corporation.

d before me this day of

MOBIL OIL COMPANY

By.

TEXAS PACIFIC COAL AND OIL COMPANY

By

UNION OIL COMPANY OF CALIFORNIA

By,

ACKNOWLEDEMENTS

president of Murphy Corporatios, = Lonisiana

Notary Public



STATR OF X
X
The foregoing instrument was acknowledged before me this day of ’
1961, by ’ of Amerada Petroleum
(Name) (Title) 3
Corporation, a corporation, on behalf of said corporation. i
Notary Public 2
. ;
My Commission Expires: ;
STATE OF i
X
COUNTY OF |
The foregoing instrument was acknowledged before me this day of ’
1961, by » of Mobil 011 Company
(Nane) (Title
a corporation, on behalf of said corporation.
Notary Public
My Commission Expires:
STATE OF X
' X
COUNTY OF X
The foregoing instrument was acknowledged before me this _ day of ,>
1961, by R of Texas racific Coal
(Name) (Title)
and 0i1 Company, 2 corporation, on behalf of said corporarion.
Notary Public
My Comsission Expires:
STATE OF X
X
COUNTY OF |
The foregoihg instrument was acknowledged before me this ‘ day of »
1961, by » of Union 0il Company
(Name) (Title)
of Califormnia, a corporation, on behalf of said corporatiom.

My Commission Expires:

Notary Public
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION

OF THE ] _
NORTIMEST CAPROCK UNIT AREA Ay A ¢
T smeTavRS / E ¢ - c
im SoUNMTTY WU MY TCO P AU )
NO.
THIS AGREEMENT, entered into as of the day of » 1961, by

and between the parties subscribing, ratifying or consenting hereto, and herein
referred toc as the “parties hereto,” :

WITNESSETH:

WHRREAS, the parties hereto are the owners of working, royalty or other oil
or gas interests vin the unit area subject to ihis agrcement; and

WHEREAS, the Conmissioner of Public Lands of the State of New Mexico is asuthor-
ized bty an Act of the Legislature (Sec. 3, Chap. 88, Laws 1943) as amended by Dec, 1
of Chapter 162, Lawe of 1951, (Chap. 7, Art. 1ll, Sec. 39, N.M. Statutes 1953 Aunot.),
to consent to and approve the development or operation ¢f State lands under agree-
ments made by leasees of State land jointly or severally with other lessees where
such agreements provide for the unit operation or development of part of or all of
any oil or gas pool, fileld, or area; and

WHEREAS, the Coomissicner of Public Lands of the State of New Mexico is author-
ized by an Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap. 7, Art.l1l,
Sec, 41 N.M. Statutes 1953 Amnotated) to amend with the approval of lesses. evidenced
by the lessee'’s execution of such agreement or otherwise, any oil and gas lease em-
bracing State lands so that the length of the term of said lease may coincide with
the temm of such agreements for the unit operation and development of part or all of
any oll or gas pool, field or area; and

WHERRAS, the 0il Conservation Commission of the State of New Mexico (herein-
after referred to as the "Commission") is authorized by an Act of the legislature
(Chap. 72, Laws 1935; Chap. 65, Art.3, Sec. 14 N.M. Statutes 1953 Annotated) to
approve this agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests ip the Northwest Caprock
Unit Area covering the land hereinafter described to give reasonably effective comn-
trol of operations therein; and

WEEREAS, it is the purpose of the parties hereto to conserve natural resources,
prevent waste and secure other benefits obtainable through de.elopment and operation
of the area subject to this agreement under the terms, conditions and limitations
herein set iforik;

NOW, THEREFORE, in consideration of the premises and the promises herein con-
tained, the parties hereto commit to this agreement their respective interests in
the below defined uait area, and agree severally among themselves as follows:

1. UNIT AREA: The following described land is hereby designated and recog-
nized as constituting the unit area:

STATE OF NEW MEXICO
COUNTY OF LEA

" TOMNSHIP 11 SOUTH, RAMCE 32 EAST

Section 32: SE 1/4

TOWNSHIP 12 SOUTH, RANGE 32 EAST

Section 5: Lots 1, 2, 3, and 4,
S 1/2 ¥ 1/2; 5 1/2 (All)
Section 6: Lot 1, SE 1/4 NE 1/4, E 1/2 SE 1/4
Section 7: E 1/2 NE 1/4
Section 8: N 1/2, N 1/2S 1/2.

1525.37 acres, more or less




Exhibit A attached hereto is a map showing the unit ares and the boundaries

and identity of tracts and leases in said area to the extent knowm to the unit opera-
tor. Exhibit B attached hereto is a schedule showing to the extent known to the wnit
cperscor the acreage, percentage and kind of ownership of oil and gas interests in

all lands in the unit area. However, nothing herein or in said schedule or map shall

be construed as a representation by any party hereto as to the ownership of any in-
terest other than such interest or interests as are shown on said map or schedule as
owned by such party. Bxhibits A and B shall be revised by the Unit operator whean-

ever changes in ownership in the unit area render such revisions necessary or when
requested by the Commissioner of Public Lands, hereinafter referred to as "Commissioner.”

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

2. URI’II_ZED SUBSTANCES, All oil, gas, natural gasoline and associated fluid
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terms of this agreement and herein are called "unitized substances."

3. UNIT OPERATOR, Murphy Corporation, with offices at 940 Petroleum Club Building,
Denver 2, Colorado, is hereby designated as unit operator and by signature hereto commits

to thia agrocment nll dintcrvaat in unitized suhesrancas vesied in 1T &5 set fozth 5
Exhibit B, and agrees and consents to accept the duties and obligations of unit
operator for the discovery, development and preduction of unitized substances as
herein provided. Whenever reference is made herein to the unit operator, such ref-
erence means the unit operator acting in that capacity and not as an owner of inter-
ests in unitized substances, and the term "working interest owner" when used herein
shall imclude or refer to unit operator as the owner of a working interest when such

an interest is owned by it.

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit operator shall have the right
to resign at any time but such resignation shall not become effective until a succes-
sor unit operator has been selected and approved in the manner provided for in Sectiomn
5 of this agreement, The resignation of the unit operator shall not release the unit
operator from any liability or any default by it hereunder occurring prior to the
effective date of its resignatiom.

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 of the cwners
of working interests determined in like manner as herein provided for the selection
of a new unit operator. Such removal shall be effective upon notice thereof to the
Commissioner. ’

The resignation or removal of the unit operator under this agreement shall not
terminate his right, title or interest as the owner of a working interest or other
interest in unitized substances, but upon the resignation or removal of unit operator
becoming effective, such unit operator shall deliver possession of all equipment,
matérials and appurienances used in conducting the unit operations and owned by the
vorking interest owners to the new duly qualified successor unit operator, or to the
owners thereof if no such new unit operator is elected, to be used for the purpose of
conducting unit operations hereunder, Nothing herein shall be construed as authoriz-
ing removal of any material, equipment and appurtenances needed for the preservation
of any wells,

5. SUCCESSOR UNIT OPERATOR. Whenever the unit operator shall resign as unit
operator or shall be removed as hereinabove provided, the owners of the working in-
terests according .o their respective acreage interests in all unitized land shall
by a majority vote select a successor unit operator; provided that, if a majority but
less than seventy-five per cent (75%) of the working interests qualified to vote is
owned by one party to this agreement, a concurring vote of sufficient additional
parties, so as to constitute in the aggregate not less than seventy-five per cemnt
(75%) of the total working interests, shall be required to select 2 new operator.
Such selection shall not become effective until (a) a unit operator so selected shall
accept in writing the duties and responsibilities of unit operator, and (b) the se-
lection shall have been approved by the Commissioner. If no successor umit operator
is selected and qualified as herein provided, the Commissioner at his election may
declare this unit agreement teminated,
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6. ACCOUNTING PROVISIONS. The unit operator shall pay in the first instance
all costs and expenses iucuisce i3 Sonductine wnir anerations hereunder, and such
costs and expenses snd the working interest benefits accruing hereunder shall bpe
apportioned among the owners of the unitized working interests in accordance with an
opersting agreement entered into by and between the unit operator and the owmers of
such interests, whether one or more, separately or collectively. Any agreement or
agreements entered into between the working interest owners and the unit operator as
provided in this section, whether one or more, are herein referred to as the "Operat-
inz Agreement."” No such agreement shall be deemed either to modify any of the terms
and conditions of this unit agreement or to relieve the unit operator of any right or
cbligation established under this unit agreement and in case of any inconsistencies
or conflict between this unit agreement and the operating agreement, this unit agree-
wment shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNLYI UFBRATUR. CS=c2pt 22 ntherwise specifically
provided herein, the exclusive right, privilege and duty of exercising any and all
rights of the parties hereto which are necessary or convenient for proepecting for,
producing, storing, allocating and distributing the unitized substances are hereby
delagated to and shall be exercised by the unit operator as herein provided. Accept-
able evidence of title to said rights shaii be deposiitcd with 2214 unir aperator aund,
together with this agreement, shall constitute and define the rights, pti.vileges and -
obligations of unit operator. Nothing herein, however, shall be construed to transfer
title to any land or to any lease or operating agreement, it being understcod that
under this agreement the unit operator, in its capacity as unit operatcr, shall exer-
cise the rights of possession and use vested in the parties hereto only for the pur-
poses herein specified.

8. DRILLING TO DISCOVERY., The unit operator shall, within sixty (60) days
after the effective date of this agreement, commence operations upon an adequate
test well for oil and gas upon some part of the lands embraced within the unit area
and shall drill said well with due diligence to a depth sufficient to test the Devonian
formation or to such a depth as unitized substances shall be discovered in paying
quantities at a lesser depth or until it shall, in the opinion of unit operator, be
detemmined that the further drilling of said well shall be unwarranted or impracti-
cable; provided, however, that unit operator shall not, in any event, be required
to drill said well to a depth in excess of 11,600 feet. Until a discovery of a
deposit of unitized substances capable of being produced in paying quantities (to-
wit: quantities suificient £c repay the costs of drilling and producing operations
with a reasonable profit) unit operator shall continue drilling diiigentiy, one well
at a time, allowing not more than six months between the completion of one well and
the beginning cf the next well, untii a well capable of producing unitized substances
in paying quantities is completed to the satisfaction of the Commissioner, or until
it 1{s reasonably proven to the satisfaction of the unit operator that the unitized
land is incapable of producing unitized substances in paying quantities in the for-

mation drillzsd heveunder.

Any well commenced prior to the effective date of this agreement upon the unit
area and drilled to the depth provided herein for the drilling of an initial test
well shall be considered as complying with the drilling requirements hereof with
respect to the initial well. The Commissioner may modify the drilling requirements
of this section by grantin; reasonable extensions of time when in his opinion such
action is warranted. Upon failure to comply with the drilling provisions of this
article the Commissioner may, after reasonable notice to the unit operator and each
working interast owner, lessee and lessor at their last known addresses, declare
this unit agreement terminated, and all rights, provileges and obligatioms granted
and assumed by this unit agreement shall cease and terminate as of such date.

9, OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES: Should
unitized substances in paying quantities be discovered upon the unit area the unit
operator shall on or before six moanths from the time of the completion of the initial
discovery well and within thirty days after the expiration of each twelwe months
period thereafter file a report with the Commissioner and Commission of the status
of the development of the unit area and the development contemplated for the follow-
ing twelve months period.
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It is understood that one of the main CON3lUEIAMLiVLS iUi tie appacyal =L this
agreement by the Commissioner of Public Lands is to secure the orderly develomment
of the unitized lands in accordance with good conservaticn practices so as to obtain
the greatest ultimate recovery of unitized substances.

After discovery of unitized substances in paying quantities, unit operator shall

proceed with diligence to reasonably develop the unitized area as a reasonably prudent
operator would develop such area under the same or similar circumstances.

If the unit operator should fail to comply with the above covenant for reason-
able development this agreement may be terminated by the Commissioner as to all lands
of the State of New Mexico embracing undeveloped regular well spacing or proration
units but in such event the basis of participation by the working interest owmers
shall remain the same as if this agreement had not been terminated as to such lands:
provided, however, the Commissioner shall give notice to the unit operator and the
iessees of record in the manner prescribed by Sec. 7-11-14, N.M. Statutes 1953
Annotated of intention to cancel on account of any alleged breach of said covenant
foxr ieasonallc doveloprment and anv decision entered thereunder shall be subject to
appeal in the manner prescribed by Sec. 7-11-17, N.M. Statutes 1953 Annotated and,
provided further, in any event the unit operator shall be given a reasonable oppor-
tunity after a final determination within which to remedy any default, failing in
which this agreement shall be terminated as to all lands of the State of New Mexico
embracing undeveloped regular well spacing or proration units,

10. PARTICIPATION AFTER DISCOVERY: Upon completior of a well capable of pro-
ducing unitized substances in paying quantities, the owners of working interests
shall participate in the production therefrom and in all other producing wells which
may be drilled pursuant hereto in the proportions that their respective leasehold
interests covered hereby on an acreage basis bears to the total mmber of acres
committed to this unit agreement, and such unitized substances shall be deemed to
have been produced from the respective leasehold interests participating therein.
For the purpose of determining any benefits accruing under this agreement and the
distribution of the royaities payable to the State of New Mexico and other lessors,
each separate lease shall have allocated to it such percentage of said production
as the number of acres in each lease respectiwvely committed to this agreement bears
to the total number of acres committed hereto.

Notwithstanding any provisions contained herein to the contrary, each working
interest owner shall have the right to take such owner's proportionate share of the
unitized substances in kind or to personally sell or dispose of the same, a2nd nothing
herein countained shall be construed as giving or granting to the unit operator the
right to sell or otherwise dispose of the proportionate share of any working interest
owner without specific avthorization from time to time so to do.

11. ALLOCATION OF PRODUCTION. All unitized substances produced from each tract
in the unitized area established under this agreement, except any part thereof used
for production or development purposes hereunder, or unavoidably lost, shall be
deemed to be produced equally on an acreage basis from the several tracts of the
unitized land, and for the purpose of determining any benefits that accrue on an
acreage basis, each such tract shall have allocated to it such percentage of said
production as its area bears to the entire unitized area. It is hereby agreed that
production of unitized substances from the unitized area shall be allocated as pro-
vided herein, regardless of whether any wells are drilled on any particular tract
of gaid unitized area.

12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: All rentals due
the State of New Mexico shall be paid by the respective lease owners in accordance
with the terms of their leases.

All royalties due the State of New Mexico under the terms of the leases com-
mitted to this agreement shall be computed and paid on the basis of all unitized
substances allocated to the respective leases committed hereto; provided, however,
the State shall be entitled to take in kind its share of the unitized substances
allocated to the respective leases, and in such case the unit operator shall wake
deliveries of such royalty oil in accordance with the terms of the respective leases.
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All rentals, if any, due under any leases embracing lands other than the State
of New Mexico, shall be paid by the respective lease owners in accordance with the
teiwc of thely leagser and all royalties due under the terms of any such leases shall
be paid on the basis of all unitized suliiansce =llacated to the respective leases
comnitted hereto.

If the unit operator introduces gas obtained from scurces other than the unit-
ized substances into any producing formation for the purpose of repressuring, stimu-
lating or increasing the ultimate recovery of unitized subatances therefrom, a like
amount of gas, if available, with due allowance for loss or depletion from any cause
may be withdrawn from the formation into which the gas was introduced royalty free
as to dry gas but not as to the products extracted therefrom; provided, that such
withdrawal shall be at such time as wmay be provided in a plan of operation consented
to by the Commissioner and approved by the Commission as conforming to good petroleum
engineering practice; and provided further, that such right of withdrawal shall ter-
minate or the termination of this unit agreement.

If any lease comitted hereto is burdened with an overriding royalty, payment
out of production or other charge in addition to the usual royalty, the owner of each
such lease shall bear and assume the same out of the unitized substances allocated
to the iands eabzaced in each such lease as provided herein.

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY 10 LANIS
WITHIN THE UNITIZED AREA, The terms, conditions and provisions of all leases, sub-
leases, operating agreements and other contracts relating to the exploration, drilling
development or operation for oil or gas of the lands committed to this agreement, shall
as of the effective date hereof, be and the same are hereby expressly modified and
amended insofar as they apply to lands within the unitized area to the extent neces-
sary to make the same conform to the provisions hereof and so that the respective
terms of said leases and agreements will be extended insofar as necessary to coincide
with the term of this agreement and the approval of this agreement by the Commissioner
and the respective lessors and lessees shail be cffective to conform the provisions
and extend the term of each such lease as to lands within the unitized area to the
provisions and term of this agreement; but otherwise to remain in full force and
effect, Each lease committed to this agreement, insofar as it applies to lands
within the unitized area, shall continue in force beyond the term provided therein
8o long as this agreement remains in effect, provided, drilling operations upon the
initial test well provided for herein shall have been commenced or said well is in
the process of being drilled by the unit operator prior to the expiration of the
shortest term lease committed to this agreement. Temmination of this agreement shall
not effect any lease which pursuant to the terms thereof or any applicable laws would
continue in full force and effect thereafter. The commencement, completicn, continued
operation or production cf a well or wells for unitized substances on the unit area
shall be construed and considered as the commencement, completion, continued opera-
tion or production on each of the leasehold interests committed to this agreement
and operations or production pursuant to this agreement shall be deemed to be opera-
tions upon and productica from each leasehold interest committed hereto and there
shall be no obligation on the part of the unit operater vi any ¢f the owners of the
respective leasehold interests committed hereto to drill offsets to wells as between

the leasehold interests committed to this agreement, except as provided in Section 9
hereof.

Any lease embracing lands of the State of New Mexico having only a portion of
its lands committed hereto shall be segregated as to the portion committed and as to
the portion not committed and the termms of such leases shall apply separately as to
such segregated portions commencing as of the effective date hereof. Notwithstanding
any of the provisions of this agreement to the contrary, any lease embracing lands
of the State of New Mexico having only a portion ui its lands committed hereto shall

‘continue in full force and effect beyond the term provided therein as to all lands

embraced in such lease, if oil and gas, or either of them, are discovered and are

capable of being produced iu paying quantities from some part of the lands embraced
in such lease committed to this agreement at the expiration of the secondary term of
such lease; or if, at the expiration of the secondary temm, the lessee or the unit

operator is then engaged in bona fide drilling or reworking operations on some part
of the lands embraced therein shall remain in full force and effect so long as such
operations are being diligently prosecuted, and if they result in the production of




oil or gas, sald lease shall continue in full force and effect as to all of the lands
embraced therein, so long thereafter as oil and gas, or either of them, are being
produced in paying quantities from any portion of said lands,

14, CONSERVATION, Operations hereunder and production of unitized substances
shall be conducted to provide for the most economical and efficient recovery of said
substances without waste, as defined by or pursuant to State laws or regulatiomns,

15, DRAINAGE, In the event a well or wells producing oil or gas in paying
quantities should be brough:t in on land adjacent to the unit area draining unitized sub-
stances from the lands embraced therein, unit operator shall drill such offset well or

wells as a reasonably prudent operator would drill under the same or similar cir-
cumstances,

16, COVENANTS RUN WITH LAND, The covenants herein shall be construed to be
covenants running with the land with respect to the interests of the parties hereto
and their successors in interest until this agreement terminates, and any grant,
trangfer or conveyance of intereet in land or leases suhiect herets ghall be and
hereby is conditioned upon the assumption of all privileges and cbligations here-
under by the grantee, transferee or other successor in interest. No assigmment or
transfer or any working, royalty or other interest subject hereto shall be binding
upon unit operator until the first day of the calendar month after the unit operator
is furnished with the original, photostatic or certified copy of the instrument of
transfer.

17. EFFECTIVE DATE AND TERM. This agreement shall become effective upon ap-
proval by the Commissioner and shall terminate in two years after such date uniess
(a) such date of expiration is extended by the Commissioner, or (b) a valuable dis-
covery of unitized substances has been made on unitized land during said initial
term or any extension thereof in which case this agreement shall remair in effect
so long as unitized substances can be produced from the unitized land in paying
quaniities, aond, should produciion cease, 80 long thereafter as diligent operatioms
are in progress for the restoration of production or discovery of new production and
so long thereafter as the unitized substances so discovered can be produced as afore-
said. This agreement may be terminated at any time by not less than seventy-five per
cent (75%Z) on an acreage basis of the owners of the working interests signatory here-
to with the approval of the Commissioner. Likewise, the failure to comply with the
drilling requirements of Section 8 hereof may subject this agreement to termination
as provided in said section.

18. RATE OF FRODUCTION. All production and the disposal thereof shall be in
conformity with allocations, allotments and quotas made or fixed by the Commissioner
and in conformity with all applicable laws and lawful regulatiouns.

19. APPEARANCES, Unit operator shall, after notice to other parties affected,
have the right to appear for and om behalf of any and all interests affected hereby
before the Commissioner of Public Lands and the New Mexico 0il Conservation Commission,
and to appeal from orders issued under the regulations of the Commissioner or Com-
mission or to apply for relief from any of said regulations or im amy proceedings
on its own behalf relative to operations pending before the Commissioner or Com-
mission; provided, however, that any other interested party shall also have the
right at his own expense to appear and to participate in any such proceeding.

20. NOTICES, All notices, demands or statements required hereunder to be
given or rendered to the parties hereto shall be deemed fully given, if given in
writing and sent by postpaid registered mail, addressed to such party or parties
at their respective addresses set forth in connection with the signatures hereto

" or to the ratification or consent hereof or to such other address as any such party

may have furnished in writing to party sending the notice, demand or statement.

21. UNAVOIDABLE DELAY., All obligations under this agreement requiring the
unit operator to commence or continue drilling or to operate on or produce vnitized
substances from any of tliwe lands covered by this agreement shall be suspended while,
but only so long as, the urit operator despite the exercise of due care and diligence,
is prevented from complying with such obligations, in whole or inm part, by strikes.
war, acts of God, Federal, State or municipal law or agencies, unavoidable accidents, ' }



uncontrollable delays in transportation, inability to obtain necessary materials in
open market, or other matters beyond the reasonable control of the unit operator
. whether similar to matters herein enumerated or not.

22. 10SS OF TITLE. In the event title to any tract of unitized land or sub-
stantial interest therein shall fail and the true owner cannot be induced to join
the unit agreement so that such tract is not committed to this agreement or the
operation thereof hereunder becowes impracticable as, a result thereof, such tract
may be eliminated from the unitized area, and the incerest of the parties readjusted
B8 A LCUULL Vi BuLh viewe cving ceaminzizd froo the nmiedired aves. Tn tha avent of
a dispute as to the title to any royalty, working or other interest subject hereto,
the unit operator may withhold payment or delivery of the allocated portion of the
unitized substances involved on account thereof without liability for interest until
the dispute is finally settled, provided that no payments of funds due the State of
New Mexico shall be withheld. Uait operator as such is relieved from any responsi-
bility for any defect or failure of any title hereunder,

23, SUBSEQUENT JOINDER. Any oil or gas interest in lands within the unit area
not committed hereto prior to the submission of this agreement for final approval
either by the Commission or Commissioner may, with the consent of an aggregate of at
least seventy-five per cent (75Z) of the total working interests then committed to
this agreement, be committed hereto by the owner or owners of such rights subscribing
or consenting to this agreement or executing a ratification thereof, and if such owner
is also a working interest owner, by subscribing to the operating agreement providing for
the allocation of costs of exploration, development and operation. A subsequent joinder
shall be effective as of the first day of the month following the filing with the
Commissioner and the Commission of duly executed counterparts of the instrument or
: instruments committing the interest of such owner to this agreement, but such joining
i party or parties before participating in any benefits hereunder shall be required to
assume and pay to unit operator their proportionate share of the unit expense incurred
prior to such party's or parties' joinder in the unit agreement, and the unit operator
shall make appropriate adjustments caused by such joinder, without any retroactive
adjustment of revenue.

24, COUNTERPARTS. This agreement may be executed in any number of counter-
parts, no one of which needs to be executed by all parties or may be ratified or
consented to by separate instrument in writing specifically referring hereto, and
shall be binding upon all those parties who have executed such a counterpart,
ratification or consent hereto with the same 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 owning or claiming an interest im the lands withia ihe above aescribed
unit area.

IN WITRESS WHEREOF, the undersigned parties hereto have caused this agreement
to be executed as of the respective dates set forth opposite their signatures.
UNIT OPERATOR

ATTEST: MURPHY CORPORATION

By,
Assistant Secretary Vice President




WORKING INIEREST OWNERS
ATTEST: AMERADA PETROLEUM CORPORATION

ATIRST: MOBIL O1L 7OMPANY

By,

ATTEST: TEXAS PACIFIC COAL AND OIL COMPANY

]
]

ATTEST: UNION OIL COMPANY OF CALIFORNIA

By

ACKNOWLEDEMENTS

STATE OF ARKANSAS )

X
COUNTY OF Oniom X
The foregeing instrument was acknowledged before me this day of .
1961, by s Vice President of Murphy Corporation, a Louisiana

corporation, on behalf of said corporation.

Notary Public

My Commission Expires:
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STATE OF

pug yut It

COUNTY OF

The foregoing {nstrument was acknowledged before me this day of

1961, by » of Amerada Petroleum
(Name) (Title)

Corporation, & corporation, on behalf of said corporation.

Notary Public

My Commission Expires:

oA OF 1
i
COUNTY OF X
The foregoing {nstrument was acknowledged before me this day of »
? 1961, by , of Mobil Oil Company
(Name ) (Title
a corporation, on benaif of sald corporation.

Notary Public

My Commission Expires:

STATE OF X
X
COUNTY OF X
The foregoing instrument was acknowledged before me this day of .
1961, by R of Texas Pacific Coal
’ (Name) ' (Title)
and 0il Company, & corporation, on behalf of said corporation.

Nuorsry Public

My Commission Expires:

STATE OF X
COUNTY OF %
The foregoing i{nstrument was acknowledged before wme this day of .
- 1961, by : ’ of Union 0il Company
(Name) (Ticle)

of California, a corporation, on behalf ci said corporation.

My Commission Expires:

Notary Public
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Towuship 11 Seuth, Zenge 32 Rage
Secition 32; w/3 52/4

Torehty 11 Ssuth, Remge 32 Rage 80.00
Section 33; R/2 8x/4

Township 12 32 Rast 4.2
lestion §; -"ur.uu.-u.c-u ond &
and 8/2 m/4

Vowny 12 Seuth Ronge 32 Rap: 161,17
toettel! $1 8x/4 we/e
fostion 61 1g¢ 1, sx/4 m/s,

/4 8x/4

Zownsity IR Seush Range 32 Roge 80,00
D“lnn..lv 3 .\&.'\a

Sostive ¢: /g ®/4

H_!nvuu -'.nr. Rengs 32 Rape 00,00
Sstien $; s\.n nm/s ‘

b éw%ﬁ%&g s SO %

. bR 1




RN

1g WOV

3 g1 &

v RILI wjanes

Jovy TC WSwwg ‘e 71 dmeunsg
1Y ] 3399

g dpueeas],
]

3
=
Ty,
S

P
B
|
®
E

y/ns T/R

zmgc.l-u

00°09

Tyee 8/8 1o /1

11-66¢ €

\ ] ¥l
Lepdue) 190 1741
LA




