‘ CASE 2836, Application of UNION OIL
/ COMPANY for approval of the WesT

UNIT AGREEMENT.
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June 12, 1684

Union 0il Company i Californis
Suite 300

Security Hsvionsl baak puslaing
Roswell, siew Mexigo

Re 1 wWest McDonald Unit, i=za County,
Hew raxioo
Yermanation

Attention: Mr. W. ¥. Stanle

Gentlemen:

This otffice vTecsived your letter of Mav 24, i3%64 gigned
by 21l ci the wa;'lag iiuteresit owners wiith a2orsage committed
to tha Wagt Mol ald dnit, wequestii.g 7Zf1tlai Layvwination

of the West McDonala unit. The Commissioner of CSublic Lands
approves the termination or West Mchonald Unit, Lea County,
New Mexico, to become effective 23 of March 9, 1964, We

are encloeing three copies of vour letter of May 22, 1964
approved by the Commissioner. This approvel is merely a
formaiicy as we Delieve you would like officizl approvel

for your files.

We wish to thank you for yvour prompt handiing of this
termination.

Very truly yours,

E. S. JOHNNY WALKER
COMMISSIONER OF PUBLIC LANNS

1L L
a0

(Mre.) Marian M. Rnea, Supervisor
Unit Division
RSJW/ML/LQJ-LK

ccs 0il Conservation Commission
Enclosures - 3




Uniom Oil Company of Califoraia
112 Rast 4th Btraet
Roswsil, NMew Mexico

Res West McDonald Unit, Lea
County, New Mexico

ey | n -
WAL L P

We

The Commissiomsr of Public Lands approved ss oi July
+ 1962 tha Weat McDecaald Unit, lea County, New Mexico,

[

We are handing to your Mr. HBoffman four Certificates
of Approval. Also enclosed is Official Recelpt No. G~20443
in the amsount of Thirty ($30.00) Dollars which covers the

fiiing fee.
Very truly yours,

B. 8. JOHNNY WALKER
sruaw T P R RITL

COMMISSIONER OF FUBLIC LaNDS

) 3 &
{Mrs.) Marian M. Rhea, Supervisor,

Unit Division
BSJIW/mmx/n
encl.

cgs 0il Conservation Commission
Santa Pe. Mew Mexico

Hervey, Dow & Hinkle

Box 10

Roswell, New Mexico

Attention: Mr. Clarence R. Rinkle
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S REFORT ON THE GEOLOGY OF THE PROPOSKED
‘ { WEST McDONATD UNTT
L t 27y TEA COUNTY, NEW MEXICO
' ‘\ T
\ i BY John C, Pearson
o d Distrist Geoloeist

Union 011 Company of Califoruia
Roswell, New Mexico

The proposed West McDonald Unit consists of 2,320 acres in T 14 S, R 35 E,
north central Lea County, New Mexico. Within the limits of the unit, it is
believed that a structural closure exists at the Strawn datum. One well has
been drilled within the unit outline to date, the Union 0il Co. of Calif. No. 1-17
State which was comnleted as an Upper Strawn oil discovery after reaching a
total depth of 11,576 feet in the Strawm. In order to develop and evaluvate
this discovery and to test for additional deeper and/or shallower pays, the
Union 0il Company of California intends to drill a 13,700~foot Chester
exploratory well 3/4 miles northeast of the Union No. 1-17 State. The pur-
pose of the requested Unit is to insure orderly development of the Strawn
and eny oil or gas production subsequently found within the unit.

INTRODUCTTON

The West McDonald Unit is located in v 14 S, R 35 E, Lea County, New Mexico,
in a sparsely explored synclinal depression of the Permian Basin Northwestern
Shelf. This synclinel demression, referred to as the Tatum Basin, is bounded
to the east and west by two prominent anticlinal trends, the Saunders-Bagley
and the Denton-Glediola trends, resnectively. The southern flank of the Tatum
Basin is formed by a series of deep-seated anticlines plunging northward from
the Central Basin Platiform into the center of the Basin. The northern limit of
the basin is poorly defined but approximetes the northern edge of the Permian
Basin. The Basin is filled by Pennsylvanian and early Permian (Wolfcamp) shelf
and shallow basinal sediments. The overlying younger Permian strate consist
entlirely of shelf Tacles, and dip gently to the south and southeast, into the
San Simon Channel, a later depositional feature located approximately twenty,
miles gouth of the Tatum Basin,

The closest developed oil fields to the Unit are Caudill (Wolfcamp and
Devonian) 7ield, ten miles to the southeast and Ranger Lake (Upver Pennsylvanian)
Field, ten miies to the noruhwest, A recent Wolframn nll discovery has been made
four miles to the sonthwest (Sinclair and Texas Crude No. 1-23 State) and an
exploratory well six miles to the east was completed in 1957 as a Chester (Upper
Mississippian) gas well; neither of these discoveries has been developed to date.
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GEOLOGY

Attached to this report is a stiructure map contoured on the top of the
Strawn. Although extensive seismic surveys have been carried out in the region
by Ilnion O0il Company, no consistent masppable reflection Las been found at the
Strawn level. Consequently, this map is based largely on well data. Locally,
however, seismic dip components have been honored in the contouring.

As shown on thic map, the West McDonald Unit is centered on a structural
closure formed by the intersection of a deep-seated, low relief, north-south
anticline and the east-west Strawn shelf edge. This shelf edge is a relatively
steep basinwsrd slope ¥hich separates thick (800" }) Strawn shelf carbonates in
the West McDonald area and uorthward from thin (250 4) basinal iimestones to
the south. This slope forms the south flank of the structure.

Within the proposed Unit outline, one well has been drilled to date. The
Union No. 1-17 State was completed on April 16, 1963 for 326 barrels of oil per
day, plus 9% water, from perforations between 11,478 and 11,490 feet, near the
top of the Strawn. This well was drilled to a total depth of 11,576 feet in the
Upper Strawn. The section encountered was as follows:

o - 2,037 feet Undifferentiated Tertiary, Triassic and
Upper Permian continental deposits
2,037~ 3,000 feet Upper Permiar Rustler and Salado anhydrite,
redbeds, dolomite and salt
3,000- 6,445 feet Upper Pcrmian Tansill, Yates, Seven Rivers,
Queen and San Andres dolomite and sard.
6,445~ 8,200 feet Lower Permian (Leonard) Yeso dolomite and
sand
8,200- 9,720 feet Lower Permian (Leonerd) Abo dolomite and
shale
9,720« 10,330 feet wer Permian (Upper Wolfcamp) limestone
and varlgated shale
10,330- 10,755 feet Lower Permian (Lower Wolfcamp) dark shale
and limestone, in part porous
10,755~ 11,465 feet Upper Pennsylvanian {Cisco and Canyon)
Limestone and dolomite, cavernous or porous
in part
11,465- 11,567 feet Lower Pennsylvanian (Upper Strawn ) limestone,

porous and oil productive between 11,478 and
11,820 feet

Upon approval of the Vest McDonald Urnit, Union 0il Company of California
inicute bu L1 2 13 TNON_Pant hner Miss1351pplan {Chester; test in the
SW HBW of Section 9, T lh S, R 35 E three-quarters of & mile norcvaeusi ui vue
Union No. 1-17 State. This well is expected to extend and evaluate the Upper
Strawn production discovered in the No. 1-17 State. Other objectives include
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the porous limestones and dolomlites in the lower Wolfcamp and Upper Pennsylvanian
which were water-bearing in the No, 1-17 State but which are potentially oil
productive higher strucfurally. The proposed well is to be drilled through the
Lower Pennsylvanian section--not penetrated in the No. 1-1T7 State for mechanical
reasons--to test Atoka snd Morrow sands and the Chester (Upper Mississippian)
iimestons, pctentially gas productive in this region.

The proposed Unit 1is necessary to ensure orderly development of the Strawn
production discovered in the No. 1-17 State, and any additional oil or gas pro-
duction found by the planned deeper exploratory well. The information required
te estabhlish proper well spacing is not as yet available, and unnecessary wells
or poor drainage patterns might result froum uanco-ordinated develooment drilling.
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Vithin the yproposed Unit outline, coe well has besn Gcaiisi 4o Aate,
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Upper Fermian contivental deposits

2,037~ 3,000 fest Upgor Feysian Mustlar and Salado anhydrite,
redbeds, dolomite and salt

3,000- 6,445 fest Usner Perwisn Teaslll, Yates, Scven Rivers,
taeen and San Andres dolomite and sand.
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sand
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shale
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and limegtons, in part porouns

10,75%- 11,b65 fest Upper Femmaylvenian {(Cises and Canyon)
_ mwm&,mwm

11,065 11,567 Seet Lover Pennsylwenian (Gpper Strawn ) limestone,
mmmmnmu,kﬁw
» oot

mwmt,mmuu‘wa
mumn nmmmw!m,mmtb
=, thressgurters of & mile mertheast of
umumumm
the No. 1+1T7 StatE. Veass sooestimmc inslude

§

i



PaE 3

127
[{ Ty
N

Sbakhe and HBasere sande snd ks Sheabow
SOYPTERER Pupnd TS @ WY TTRIESEEG TR ST e W

State fer mschanical
uu.a,--c..-qa)

of the Strewm

oll or gas o~

The i{nformation required
and umnscsssery wells

and
ia the

mmmmmumu.
limsstons, potentially gas eoduetive i{n this regiem.

S 4s

in

plaaned

weil

anmm o m_. _ doan  Smavd

© DN SN e W




No. 18-63

DOCKET: EXAMINER HEARING - WEDNESDAY - JUNE 26, 1963

9 A.M. - GIL CONSERVATION COMMISSION CONTERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S. Nutter, Examiner, or
Elvis A. Utz, as Alternate Exav . ner: ”

CASE 2821: (Continued from June 5, 1963 examiner hearing)

Application of D, W. Falls, Inc., for an extension of

Order No. R-2213, San Juan County, New Mexico. Applicant,
in the above-styled cause, seeks the extension of Order

No. R-2213, which order assigned a temporary deliverability
for allowable purposes to applicant's Federal Well No. 2-11,
located in Unit O of Section 11, Township 28 North, Range
13 West, Basin-Dakota Gas Pool, San Juan County, New Mexico.

CASE 2833: Application of Tenneco 0il Company for approval of a unit

‘ agreement, San Juan County, New Mexico. Applicant, in the
above-styled cause, seeks approval of the Central Cha Cha
Unit Area comprising 674.05 acres, more or less, of Federal
Tand

a iccated in Sections 30 and 31, Township 29 North. Range
13 West, San Juan County, New Mexico.
CASE 2834: = Application of Tuii Browii Drilling Company for 2 unit agree-

ment . Rddy County, New Mexico. Applicant, in the above-
styled cause, seeks approval of the Runyan Ranch Unit Area
comprising 10,890.12 acres of State and Federal lands in
Township 19 South, Range 21 East, Eddy County, New Mexico.

CASE 2835: Application of Jake L. Hamon for a unit agreement, Lea
County, New Mexico. Applicant, in the above-styled cause,
seeks approval of the Southeast Bell Lake Unit Area com-
prising 9,597.09 acres of State, Federal and Fee lands in

/’/’/f/,/Townships 24 and 25 South, Ranges 34 and 35 East, Lea County,

New Mexico.

SE 283

N\

6:
CASE 37: Application of Continental 0Oil Company for a unit agreement,
Chaves County, New Mexico. Applicant, in the above-styled
cause, seeks approval of the Eastcap Queen Pool Unit Area

g

Application of Union 0Oil Company of California for a unit
agreement, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks appiovval Of the West McDonald
Unit Area comprising 2,320 acres of State and Fee lands in
Township 14 South, Range 35 East, Lea County, New Mexico.
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CASE 2839:

CASE 2840:

CASE 2842:

.

compyvisio L2080 cies of State and tee lands, locested in
Toumstidp 14 S oo, ange 31 East, Chaves County, New HMexico.
Application of Continental 0il Company for a waterflo
project, Chaves County, New Mexico. Applicant, in the
above-styled cause, seeks auvthority to institute a water-
flood project by the injection of water into the Queen
formation, Caprock Queen Fool, thrcugh 17 wells located in
Sections 22, 23, 27, 34, and 35, Township 14 South, Range
31 East, Chaves County, New Mexico.

od

Application of Amerada Petroleum Corporation for a multiple
completion, Lea County, New Mexico. Applicant, in the
above~styled cause, seeks an amendment of Qrder No. R-1750-A
to permit the multiple completion (tubingless), of its
Wimberley Well No. 13, located in Unit M of Section 24,
Township 25 South, Range 37 East, iLea County, New Mexico,
to permit the production of gas from the lLanglie Mattix
Pool, the preduction of oil from the Justis-Blinebry 0il
Pool, and the disposal of salt water into the San Andres
formation through parallel strings of casing cemented in

a common well bore.

Application of aAmerada Petroleum Corporation for a non-
standard gas proration unit. Lea County, New Mexico.
Applicant, in the above-styled cause, secks approval of a
120-acre non-standard gas proration unit comprising the S/2
NE/4 and WW/4 38/4 of Section 19, Township 21 South, Range
37 East, Blinebry Gas Pool, Lea County, New Mexico, to be
dedicated to its L. G. Warlick "A" Well No. 2 located in
Unit J of said Section 19.

Application of Shell Cil Company for an unorthocox location,
Lea County, Kew Mexico. Applicant, in the above-styled
cause, seeks permission to drill its Middleton Federal Well
No. B-1 at an unorthocox location 660 feet from the North
and West lines of Section 31, Township 19 South, Range 32
East, Lusk-lorrow Gas Pool, Lea County, New Mexico.

Application of Compass Exploration, Inc. for an amendment
of Commission Order No. R-2462, Rio Arriba County, New
Mexico. Applicant, i ithe above-styled cause, cseeks an
amendment of Order No. R-2462 concerning the Largo Gallup
Gas Pool to provide 320-acre gas well spacing and an in-
crease in the maximum allowable for each spacing unii {ioun
500 to 1,000 HCF per aay.
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Docket No.

CASE 2843:

CASE 2844:

CASE 2845:

CASE 2846:

iqg/

18-63

Application of Gulf 0Oil Corporation for a gpecial gas well
test, Eddy County, New Mexico. Applicart, in the above-
styled cause, seeks authority to produce and flare approxi-
mately 3000 MCF of gas per day fcor a period of not less
than 6 nor more than 9 days from its Hackberry Hills Unit
wWell No. 1, located in Unit O of Section 1, Township 22
South, Range 25 East, Eddy County, New Mexico, to determine
if the gas reserves in place justify the expense of a pipe-
line to the nearest market outlet.

Application of Sinclair 0il & Gas Company for the creation

of the Teas Pennsylvanian Gas Pool and for special temporary
pool rules, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks the creation of a new Pennsylwvanian
Gas Pool for its Mahaffey-~Federal {ARC) Well No. 1, located
in Unit C of Section 14, Township 20 South, Range 33 East,
L.ea County, New Mexicce, and for the establichment of
temporary pccl rules therefor, including a provision for

640 acre spacing units,

3

Application of Sinclair 0ii & Gas Company for an exception
to Order No. R-1670, Lea County, New Mexico. Applicant, in
the ahove-~styled cause, seeks an order permitting its Barber
Gas Unit Well No. 1, located in Unit E of Section 8, Town-
ship 20 south, Range 37 East, Eumont Gas Pcol, Lea County,
New Mexico, to produce 600 MCF of gas per month in exception
to the shut-in provisions of Rule 15(A) of Order No. R-1670,
said gas to be utilized in the o0il well gas-l1lift system on
applicant's B. J. Barber Lease. '

Applicztion of Ralph Lowe to create a new pool for Upper

" Pennsylvanian gas production, and for special pool rules,

Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks the creation of a new gas pool for Upper
Pennsylvanian Gas production in Section 21, Township 21
South, Range 24 East, and the establishment of temporary
ronl rules therefor, including a provision for 640-acre
spacing and a provision restricting weli locations.
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Law OrFicES
J.M HIRVEY 1874.1933 HERVEY, Dow & HINKLE
HIRAM M _DOW
CLARENCE E. HINKLE HINKLE BuLDING
W.E.BONDURANT, UR,
GEQRGE H_HUNRER, UR,
HOWARD C.BRATTON . ROSWELL NEW MEXICO TELEPHONE 622-651C
Ciwis € con, on. Amea Cooe 505
PAUL W.EATON,JR FPost OFFice Box 1O
CONRAD E.COFFIELD June 18 > 1963
HARCLO L,NENSLE',-JF,‘ . . Y 5 3
s . ' Ve ..
Mr. A. L. Porter, Jr.
»
Qacret w1 roactaor

State Land Office Building
Santa Fe, New Mexico

Dear Mr. Porter:

At our request you have heretofore advertised for
hearing for approval of the West McDonald Unit Area
embracing State and Fee lands in Township 14 South,
Range 35 East, N.M.P.M., Lea County, New Mexico, which
is Case No. 2836 on the examiner's docket fer June 26.
We enclose iﬁﬂf;fplicate Applicaticn of the Union 0il
Company of California for approval of this Unit,
together with three copiles of the proposed Uunit Agree-
ment which should complete your files in connection
with this matter.

Yours sincerely,

%Ea.gx ¥ imwaglj(w |
By o X RN

CEH: jy S

cc: Union 0il Company of California
300 Security National Building
Roswell, New Mexico ,
Attention: Mr. W. M, Stanley
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Law OrricEs

.M. HERVEY 1874-1283 HERVEY, DOW & HINKLE
HIRAM M, OOW
CLARENCE £, HINKLE HINKLE BUILDING
W. E.BONOURANT,JR,
:E—,?,:g; 2::::,‘;:.4" ROSW!LL,NEW MEXICO TELEPHONE 622:3510
S B.CHMISTY IV oo A o AREA Cook xS
::ﬁ‘n.sw?'ci?’;'::-a POs‘T’OFFlCE Box 10
CONRAD €.COFFIELD JU]-Y 5 ’ 1963
HAROLD L. .HENSLEY, JR.
New Mexico 0Oil Conservation Commission
P. 0. Box 871
Santa Fe, New Mexico
Attention: Mr. A. L. Porter, Jr.
. Secretary-Director
: Re: West McDonald Unit Agreement
OCC Case No. 2836
Orcer No. R-2509
Union 0ii Company of Califormia

Gentlemen:

We enclose for your information and to be inserted in
connection with the Unit Agreement forms heretofore filed
el 2ele  wp (el : -
with you redraft of pages 5 and 6 which were requested by
the Commissioner of Public Lands. The only change actually
appearing is the last pavragraph on page 6, making it clear
that a certain well which has heretofore been completed
on the unit area will not be considered as a unit well.

Yours very truly,

HERVEY, DOW & HINKLE

CEH: jy

Encl.




interest benefits accruing hereunder shall be apportioned among'the’
owners of the unitized working interests in accordance with an opera-
ting agreement entered into by and between the unit operator and the
owners of such interests, whether one or more, separately or collec-
tively. Any agreement or agreements entered into between the working
interest owners and the unit operator as provided in this section,
whether one or more, are herein referred to as the "Operating Agree-
ment', No such agreement shall be deemed either to modify any of the

terms and conditions of this unit agrecement or to relieve the unit

)

operator of any right or obligation established under this unit

c

agreement and in case of any inconsistencics or conflict between
this unit agreement and the operating agreement, this unit agreement
shall prevail.

7. RIGHTIS AND OBLIGATIONS OF UNIT OPERATOR: Except as

otherwise specifically provided herein, the exclusive right, privilege

are necessary or convenient for prospecting for, producing, storing,

allocation and distributi
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gated to and shall be exercised by the unit operator as
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pro-
vided. Acceptable evidence of the title to said rights shall be de-

posited with said unit operator and, together with this agreement,

r

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 any lease or operating agreement,

it being understood that under this agreement the unit operator, in
its capacity as unit operator, shall exercise the rights of possession
and use vested in the parties hereto only for the purposes herein
specified.

8. DRILLING TO DISCOVERY: The unit operator shail, om or

bofore Tulv 10. 1963, commence operationc upon an adequate test well
for oil and gas upon some part of the lands embraced within the unit

area and drill said well with due diligence to a depth sufficient to




interest benefits accruing hereunder shall be apportioned among the

owners of the unitized working interests in accordance with an opera-
ting agreement entered into by and between the unit oporater and the

owners of such interests, whether one or more, separately or collec-
tively. Any agreement or agreements entered into between the working
interest owners and the unit operator as provided in this section,
whether one or more, are herein referred to as the '"Operating Agree-
ment''. No such agreement shall be deemed either to modify any of the
operator oi any righut or cbliga:
agreement and in case of any inconsistencics or conflict between
this unit agreement and the operating agreement, this unit agreement
shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as
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gated to and shall be exercised by the unit operator as herein pro-
vided. Acceptable evidence of the title to said rights shall be de-
posited 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 any lease or operating agreement,
it being understood that under this agreement the unit operator, in

its capacity as unit operator, shall exercise the rights of possession

and use vested in the parties hereto only for the purposes herein

specified.

before July 10, 1963, commence operations upon an adequate test well
for oil and gas upon some part of the lands embraced within the unit

area and drill said well with due diligence to a depth sufficient to
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interest benefits accruing hereunder shall be apportioned among the
owners of the unitized working interests in accordance with an opera-
ting agreement entered into by and between the unit operator and the
owners of such interests, whetiier one or more, separately or collec
tively. Any agreement or agreements entered into between the working
interest owners and the unit operator as provided in this section,
whether one or more, are herein referred to as the "Operating Agree-
ment", 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 obligation established under this unit
agreement and in case of any inconsistencies or conflict between

this unit agreement and the operating agreement, this unit agreement

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 conveiiient for prospecting for, producing, storing,

allocation and distributing the unitized substances are hereby dele-

)

gated to and shall be exercised by the unit operator as herein pro-
vided. Acceptable evidence of the title to said rights shall be de-
posited 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 any lease or operating agreement,

it being undarstood that under this agreement the unit operator, in
its capacity as unit operator, shall exercise the rights of possession
and use vested in the parties hereto only for the purposes herein
specified.

8. DRILLING TO DISCOVERY: The unit operator shall, on or

before July 10, 1963, commence operations upon an adequate test well
for oil and gas upuu some gart of the lands embraced within the unit

area and drill said well with due diligence to a depth sufficient to



test the Chester Series of the Mississipplan period 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
determined that the further drilling of said well shall be unwarranted
or impracticable; provided, however, that unit operator shail not, in
any event, be required to drill said well to a depth in excess of
13,700 feet. Until a discovery of a deposit of unitized substances
capable of being produced in paying quantitics {to-wit: quantities
sufficient to repay the costs of drilling and producing operations
with a reasonable profit) unit operator shall continue drilling dili-
gently, 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 until it is rea-
sonably proven to the satisfaction of the unit operator that the unitized
land is incapable of producing unitized substances in paying quantities
in the formation drilled hereunder.

The Commissioner may modify the drilling requirements of this
section by granting reasonable extensions of time when in his opinion

such action is warranied. Upon failure to comply with the drilling pro-

' visions of this article the Commissioner may, after reasonable notice
] to the unit operator and each working interest owner, lessee and lessor
I at their last known addresses, declare this unit agreement terminated,
_ and all rights, privileges and obligations granted and assumed by this
’ | uuit 2greement shall cease and terminate as of such date.
In the event the initial test well is complered as a dry hole
or well not capable of producing unitized substances in paying quantities,
the well heretofore completed by unit operator in the NE% of Section 17,
Township 14 South, Range 35 East, N.M.P.M., shall not be considered for
, the purposes of this agreement as a discovery of unitized substances
which would continue this agreement in effect or relieve unit operator
l from tue further drilling obligations hereinabove provided in order to
=

continue this agreement in effect.
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test the Chester Series of the Mississippian period 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
determined that the further drilling of said well shall be unwarranted
or impracticable; provided, however, that unit operator shall not, in
any event, be required to drill said well to a depth in excess of
13,700 feet. Until a discovery of a deposit of unitized substances
capable of being produced in paying quantities (to-wit: quantities
sufficient to repay th
with a reasonable profit) unit gperétor shall continue drilling dili-
gently, 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 until it is rea-
sonably proven to the satisfaction of the unit operator that the unitized
land is incapable of producing unitized substances in paying quantities
in the formation drilled hereunder.

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 pro-
visions 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, privileges and obligaticns granted and assumed by this
unit agreement shall cease and terminate as of such date.

In the event the initial test well is compleced as a dry hole
or well not capable of producing unitized substances in paying quantities,
the well heretofore completed by unit operator in the NE% of Section 17,
Township 14 South, Range 35 East, N.M.P.M.. shall not be considered fox
the purposes of this agreement as a discovery of unitized substances
which would continue this agreement in effect or relieve unit operator
from the further drilling obligations hereinabove provided in order to

continue this agreement in effect.
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test the Chester Series of the Mississippian period or to such a depth
as unitized substances chall be diescovered in paving quantities at a
lesser depth or until it shall, in the opinion of unit operator, be
determined that the further drilling of said well shall be unwarranted

or impracticable; provided, however, that unit operator shall not, in
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any event, be required to drill sai
13,700 feet. 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 reasonable profit) unit operator shall continue drilling dili-
gently, 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 until it is rea-
sonably proven to the satisfaction of the unit operator that the unitized
land is incapable of producing unitized substances in paying quantities
in the formation drilled hereunder.

The Commissioner may modify the drilling requirements of this
section by granting reasonable extensioﬁs of timc when in his opinion
such action is warranted. Upon failure to comply with the drilling pro-
visions 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, privileges and obligations granted and assumed by this
unit agreement shall cease and terminate as of such date.

In the event the initial test well is compleced as a dry hole

or well not capable of producing unitized substances in paying quantities,

the well heretofore completed by unit operator in the NE} of Section 17,

cwaship 14 South, Range 35 Fast. N.M. P M . shall not be considered for
the purposes of this agreement as a discovery of unitized substances
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which would continue this agreement in effeci ur relievée unit cperator
from the further drilling obligations hereinabove provided in order to

continue this agreement in effect.
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Oesatlemen:

We hand you herewith twe duplicate eriginsls of the Uait iAgreemsat
end cma éwplisate eciginel of the Uait Opersting Agrsemeat previdisg fer
the drilling of a 13,709 feot Chester test in the WPk of Sestiem 9,
2-14-8, -0k, las Coumty, Nev Mnzice. These agresmunts vequire that
sush tost must be started ea or bafere July 10, 1963,
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approviag this Uait hes bess 1ssusd by ths Commission.
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UNIT AGREEMENT o
FOR THE DEVELOPMENT AND OPERATION" <7 .
OF THE B G
WEST McDONALD UNIT AREA
LEA COUNTY, NEW MEXICO

Dy

gy
.‘M

il
THIS AGREEMENT, entered intoc as of the Z8== day of Jume,

1963, by and between the parties subscribing, ratifyirg or consenting

hereto, and herein sometimes referred to as the 'parties hereto",
o

WITNESSETH:

WHEREAS, the parties herc

or other oil and gas interest in the unit area subject to this agree-

ment; and

WHEREAS. the Commissioner of Public Lands of the State of

2re the owners of working, royalty

New Mexico is authorized by an Act of the Legislature (Chap. 7, Art. 11,

Sec. 39, N.M, S:catutes 1953 Arnot.), to consent to and approve the
development and operation of State lands under agreements inade by

lessees of State land jointly or severally with other lessess where

[ada]

H

~
[ 8

such agreements provide

of or all of any oil or pool, field or area; and

a
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WHEREAS, the Commissioner of Public Lands of the State of
New Mexico is authorized by an Act of the Legislature (Chap. 7, Art.
Sec. 41, N.M. Statutes 1953 Annot.) to amend with the approval of
lessee, evidenced by the lessee's execution of such agreement or
otherwise, any oil and gas lease embracing State iainds sc that the
length of the term of said lease may coincide with the term of such
agreements for the unit operation and development of part or all of

WHEREAS, the 0il Conservation Commission of the State of

the unit operatior or development of part

11,

New Mexico (hereinafier refeived tc 2g the "Commission') is authorized

by an Act of the Legislature (Chap. 65, Art. 3, Sec. 14, N.M. Statutes

1953 Annot.) to approve this agreement and the conservation provisions

hereof; and




WHEREAS, the parties hereto hold sufficient interests in the
West McDonald Unit Area covering the land hereinafter described to
give reasonably effective control of operations therein; and
it ig the purpose of the parties hereto to conserve'
natural resources, prevent waste and secure other benefits obtainable
through development and operation of the area subject to this agree-
ment under the terms, conditions and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the

promises herein contained, 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 lznd iz hereby desig-
nated and recognized as constituting the unit area:

Township 14 South, Range 35 East, N.M.P.M.

Section 4: WASE%, SWk
Section 5: SE%
Section §: All
Section 9: All

Section 16: N}
Section 17: N3

containing 2,320 acres, more or less.

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 operator.

Exhibit B attéched hereto is a schedule showing, to the
extent known to the unit operator, the acreage, percentage and kind
of ownership of oil and gas rights in all lands in the unit area.
However, nothing herein or in caid gchediule or map shall be con-
strued as a representation by any pafty hereto as to the ownership
of any interest cther 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 whenever changes in the unit

)

rea render such revisions necessary or when requested by the Com-
missioner of Public Lands of the State of New Mexico, hereinafter

referred to as "Commissioner!,




A11 landg 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 and associated
hydrocarbon substances in any and all formaitions of the unitized

lands are unitized under the terms of this agreement and herein are
called "unitized substances".

3. UNIT OPERATOR: Union 0il Company of California, with

offices at Roswell, New Mexico, is hereby designated as unit operator
and by signature hereto commits to this agreement all interest in
unitized substances vested in it as set forth in 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 provided herein. Whenever reference is made herein
to the unit operator, such reference means the unit operator acting
in that capacity and not as an owner of interests in unitized sub-
stances, and the term "working interest owner' when used herein
shall include or refer to unit operator as the owner of a working
interest when such an interest is owned by it.

4. 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 successor unit operator has been selected

and approved in the manner provided for in Section 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 owners of working interests deter-

- - - - o % ... P - P . . BPSIR R P =
mined in like manner as erein Provided Lor tne Selectlidn Of

a ucw

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 effec-
tive, such unit operator shall deliver possession 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 construed as authoriz-
ing removal of any material, equipment and appurtenances needed for
the preservation of uny 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 interests 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 percent (75%) of the working interests
qualified to vote is owned by one party to this agreement, a con-
curring vote of sufficient additional parties, so as tc constitute
in the aggregate not less than seventy-five percent (75%) of the
£otzl worlking intaraecte  chall he required to select a 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 selection shall have been approved
By the Commissicner. If no successor unif operator is selected

and qualified as herein provided, the Commissioner at his election
may declare this unit agreement terminated.

A ACCOTINTTNN DPRAVTSTOANS: The unit operator shall pay in

the first instance all costs and expenses incurred in conducting unit

operations hereunder, and such costs and expenses and the working



inferest benefits accruing hereunder shall be apportioned among the
owners of the unitized working interests in accordance with an opera-
ting agreement entered intc by and between the unit operator and the
owners of such interests, whether one or more, scparately or collec-
tively. Any agreement or agreements entered into between the working
interest owners and the unit operator as proevided in
whether one or more, are herein referred to as the '"Operating Agree-
ment'. 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 nbligation established under this unit
agreement and in case of any inconsistencines or conflict between
this unit agreement and the operating agreement, this unit agreement
shall prevail.

7. RIGHTS AND OBLIGATION3 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 for, producing, storing,

allocation an the unitized cuhstances are hereby dele-
gated to and shall be exercised by the unit operator as herein pro-
vided. Acceptable evidence of tha ititle to said rights shall be de-
posited with said unit operator and, together with this agreement,
shall congtitute and define the rights, privileges 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 understood that under this agreement the unit operator, in
its capacity as unit operator, shall exercise the rights of possession
and use vested in the parties hereto only for the purposes herein
specified.

$. DRILLINC TO DISCOVERY: The unit operator shall, on or

before July 10, 1963, commence operations upon an adequate test well

for oil and gas upon some part of the lands embraced witiiiu cué unit

area and drill said well with due diligence to a depth sufficient to



the completion of one well and the beginnin

teét the Chester Series of the Mississippian period 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
determined that the further drilling of said well shall be unwarranted
or impracticable; provided, however, that unit cperator shall notq‘in
any event, be required to drill said well to a depth in excess of
13,700 feet. Until a discovery cf a depocgit 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 reasonable profit) unit operator shall continue drilling dili-
gently, one well at a time, allowing not more than six months hetween

of the next well, until

(18]

a well capable of producing unitized substances in paying quantities is
completed to the satisfaction of the Commissioner, or until it is rea-
sonably proven to the satisfaction of the unit operator that the unitized
land is incapable of producing unitized substances in paying quantities
in the formation drilled hereunder.

The Commissioner ma2y mcdify the drilling requirements of this
section by granting reasonable extensions of time when in his apinicn
such action is warranted. Upon failure to comply with the drilling pro-
visions of this article the Commissioner may,; after reasonable notice
to the unit operaior and each working interest owner, lessee and lessor
at their last known addresses, declare this unit agreement terminated,
and all rights, privileges and obligations granted and assumed by this
unit agreement shall cease and terminate as of such date.

In the event the initial t est well is completed as a dry hole
or well not capable of producing unitized substances in paying quantities,
the well heretofore completed by unit operator in the NEY of Section 17,
Townéhip 14 South, Range 35 East, N.M.P.M., shall not be considered for
the purposes of this agreement as a discovery of unitized substances
which wduld continue this agreement in effect or reljieve unit operator
from the further drilling obligations hereinabove provided in order to

continue this agreement in effect.




9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVE"Y 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 (30) days after the expiration of each twelve-
month period thereafter file a report with the Commissioner and the
Commission of the status of the development of the unit area and the
development contemplated for the following twelve-month period.

I
the approval of this agreement by the Commissioner of Public Lands
is 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

well shall be commenced on Tract No. 2 described on Exhibit "B'" within
onc year from the affective date of this agreement.

If the unitoperator should fail to comply with the above
covenant for reasonable development, this agreement may be iterurnaied
by the Commissioner as to all lands of the State of New Mexico em-
bracing undevelébed 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 not been terminated

to such lands; provided, however, the Commissioner shall give

tion to cancel on account of any 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 shall be given a reasonable opportunity after a finalA

-7-




determinatior. 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 completion of a

well capable of producing 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 committed to this unit agreement {unless ctherwise
provided by the unit operating agreement), and such unitized sub-
stances shall be deemed to have been produced from the respective
leasehold interests participating ther=in. For the purpose of
determining any benefits accruing under rhig agreement and the
distribution of rhe royzlties payable to the State of New Mexico
and other lessors, each separate lease shall have aliocated to it

such percentage of said production as the number of acres in each

lease respectively committed to this agreement bears to the total

1 1 o
Cea Oercco.

number of acres commi

ot

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 seil 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.

11. ALLOCATION OF PRONDUCTION: Al11 (5iilzed suDsSTances

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 pro-
duced equally on an acreage bhasis from the several tracts of the
utnitized 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; subject, however, to such reallocation among the
working interest owners as may be provided by the unit operating
agreement. It is herebv agreed that production of unitized sub-
stances from the unitized area shall be allocated as provided 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 respec-
tive lease owners in accordance with the terms of their leases.

All royalties due the State of New Mexico under the terms

Q
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leases committed 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 shail be en-
titled to take in kind its share of the unitized substances allocated
to the respective ieases, and in such case the unit op

make deliveries of such royalty oil in accordance with the terms of
the respective leases.

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 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 hereio.

1f the unit operator introduces gas obtained from sources
other than the unitized substances into any producing formation for

the purpose of repressuring, stimulating or increasing the ultimate




recovery of unitized substances therefrom, 2 like umount 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 chall he 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 terminate on the termination of this
unit agreement.

If any lease committed hereto is now, or hereafter becomes,
burdened with an overriding royalty, payment ocut 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 lands embracedin each such lease as

provided herein.

13. LEASES AND CONTRACYS CONFORMED AND EXTENDED INSOFAR

AS THEY APPLY TO LANDS WiTHIN THE UNITTIZED ARFA

The terms, conditicns

and provisions of all leases, subleases, operating agreements and
other couniracts relating to the exploration, drililiag, development
or operation for oil or gas of the lands ccmmitted to this agree-~
ment, 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 necessary 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 agreemeni and the
approval of thic agreement by the Commissioner and the respective
lessors and lessees shall be cffective to conform the provisions
and extend the term of each such lease as to iands within the

unitized area to the provisions and term of thic agreement; but

~-10-
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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

POV i

ded £or herein shall have been

p=t

upon the initial test wel
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
nct 2ffect any lease which pursuaht to the terms thereof or any

applicable laws would continue in full force and effect thereatter.

The commencement, completion, continued operation or production of

a well or wells for unitized substances on the unit area shall be

construed and considered as the commencement; compl

iD

tion, continued
operation 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 operations upon and production from
each leasehold interest commitied hcrcic and there shall be no
obligation on the part of the unit operator or any of the owners

of the respective ieasehold interests committed hareto to drill
offseis toc wells ac hetween the leasehold interests committed to
this agreement, except as may be provided in Section $ heresf.

Any lease embracing lands of the State of New Mexico
having only a portion of its lands committed hereto shall be segre-
gated as to the portion committed and as to the portion not committed
and the terms of such leases shall apply separately as to such segre-
gated portions commencing as of the effective date hereof. Notwith-
standing 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 shail continue in full force
and effect beyond the term provided therein as tc all lands embraced

in such lease, if o0il and gas, or either of them, are discovered and

-11-




are capable of being produced in paying quantities from some part of
the lands embraced in such lease committed to this agreement at the
explration of the secondary term of such lease; or if, at the expira-
tion of the secondary term, the lessee or the unit operator is then

engaged in bona fide driiling or reworking cperations on some part

g3

of the lands embraced therein, said lease shall remain in full force
and effect so long as such operations are being diligently prosecuted,
and if they result in the production of o0il or gas, said 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 regulations.

15, DRAINAGE: 1In the event a well or wells producing oil
or gas in paying quantities chould be brought in on 1and adjacent
to the unit arez and draining wnitized substances 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 circumstances.

16. COVENANTS RUN WITH IAND: 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 convey-

ance of interest in land or lezses subject hereto shall be and hereby

'is conditioned upon the assumption of all privileges and obligations

hereunder by the grantee, transferee or other successor in interest.
No a2essizmment or transfer of any working, royalty or other interest
subject hereto shall be bhinding 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 recorded instru-

ment of trancfer,

17. EFFECTIVE DATE AND TERM: This agreement shall become

effective upon approval 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 discovery of unitized
substances has been made on unitized lands during said initial term
or any extension theceof in which case this agreement shall remain
in effect so long as unitized substances can be produced from the
unitized land in paying quantities, and, should production cease,

so long thereafter as diligernt 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 aforesaid. This agreement may be terminated at any time

by not less than seventy-fiva percent (75%) on an acreage basis of

the owners of the workin

—
[

it
P.h

eresi signstory hereio wiilhi ihe approval
of the Commissioner. Likewise, the failure to comply with the
drilling requirements of Section 8 hereof may subject this agree-
ment tc termination as provided in said sectien.

18. RATE OF PRODUCTION: All production and the disposal

thereof shall be in conformity with allocations, allotments and
quotas made or fixed by the Commission and in conformity with all
applicable laws and lawful regulations.

19. APPEARANCES: Unit operator shall, after notice to

other parties affected, have the right to appear for and on behalf

af
A

o~

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 Commiceion o I appiy fur realer Irom any or said regulations

or in any proceedings on its own behalf relative to cpevations

pending befcre the Commissioner or Commission; provided, however,

-13-
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that any other interested party shall also have the right at his owm
expense to appear and to participate in any such proceeding.

Py

20 tices, demands or statements required

. NOTICES: All n
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 the
party sending the notice, demand or statement.

21. UNAVOIDABLE DELAY: All obligations under this agree-

ment 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 suspended while, but only
so long as, the unit cperator despite the exercise of due care and
diligence, is prevented from complying with such obligations, in

whole or in part hyv strikes.  war, acts of God, Federal, State or

pal law or agencies, unavoidable accidents, uncontroilable

[ and

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

22. LOSS OF TITLE: 1In the event title to any tract of

unitized land cor substantial interest therein shall fail and the
true owner cannot be induced to join the unit agreement so that
such tract 1s not committed to this agreement or the operation

thereof hereunder becomes impracticable as a result thereof, such

e eliminated from the unitized area, and the interest

s T
t mavy b

of the parties readjusted as a result of such tract being eliminated
from the unitized area. 1In the event of a dispute as to the title

to any rovaltv. Work]'nc: or other inforoat+ ai_ﬂ.\j?n‘- I mer =lan e

—— mm—— =) b AR dn T

operator may withhold payment or delivery of the allocated portion

-14-




of the unitized substances inveolved on account thereof without
liability for interest until the dispute is finally settled, pro-
vided that no payments of funds due the State cf 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 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 by the Commissioner may be
coummitted hereto by the owner or owners of sﬁch rights subscribing
or consenting to this agreement or exeauting 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 nneration; provided. however, after
operations are commenced hereunder, the right of subsequent joinder,

as provided in this section, by a working interest owner is subject

to such requirements or approvals, if any, pertaining to such

ar ka nrntr-r darl Frr 3vn +tha unmiit anoratrine acreemant.,
Dty & J T

m
N e & e e ease y e -4 amhs  wid RRAeee = el

A subsequent joinder shall be effective as ot the first day of
the month following the filing with and approval by the Commissioner
of duly executed counterparts of the instrument or instruments
ommittin

comm ch owner to this agreement, but such

joining party or parties before participating in any benefits here-
under shall be required to assume and péy 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 execuied in

any number of counterparts, no one of which needs to be executed
by all parties or may be ratified or consented to by separate

instruments in writing specifically referring hereto, and shall

-15-
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of whethexr

executed such a3 counter~
force and effect

ereto with the same
cument and regat

r'consent he
dless

the same ace

+her DA

ties owning ©F

described unit

5 arties had signed
s executed by all ©

the 1ands within the above

area.

cau
forth oppos site thelr sign&tures.
IVION OIL COMPANY OF CALIFORNIA
ATPEST
Seoretery
5 43
ate
ATTEST: L
Sectefary' —
Date
ATTEST:




Marion V. Harris I;oé- Harris

WORKING INTEREST OWNERS.

Date
STATE OF T )
iy g ss
COUNTY OF _/2/, 7/ ¢ (.
el
' The foregoing instrument was acknowledged before me this >’ -~
o daY of-. ) 1963 by // < e
<A'6t0nney o Feot of UNION OIL COMPANY OF CA'LIFORNIA a
~corporatlon, on behalf of said corporation.
.5My_Cbmmissron Expires CG/ / iS
L f o ( ST Y.
Notary Public
STATE OF - )
‘ 2 ss.
- COUNTY OF )

i a

The foreg01ng instrument was acknowledged before me this __

ansrn ~

day of , 1903, by
o ( of RRITTISH-~-AMERICAN OIL PRODUCING COMPANY a
. corporation, on Lehalf of said ceorporation.

Notary Public

STATE OF )
. ss
. COUNTY OF
o The foregoing instrument was acknowledged before me this
day of A , 1963, by

of LOUISIANA LAND & EXPLORATION COMPANY, a
corporation, on behalf of said corporatlon.

"My Commission Expires:

Notary Public

STATE OF )
- ) ss.
 COUNTY OF : )

The foregoing instrument was acknowledged before me this

day of , 1963, by
: of SUNRAY DX OIL COMPANY, a

corporation, on behalf of said corporation.

.My Commission Expires:

Notary Public

-17~
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be binding upon all those parties who have executed such a counter-
part, ratification or consent hereto with the same force and effect
as 1f all such parties had signed the same document and regardless
of whether or not it is executed by all other partles owning or
claiming an interest in the lands within the above described umit
area.

IN WITNESS»WHEREOF, the undersigned parties hereto have
caused this agreement to be executed as of the respective daces set
forih opposite their sigmatures. |

UNION CIL COMPANY OF CALIFORNIA

By
ATTEST:
, Address:
Secretary
Date
UNIT OPERATOR AND WORKING INTEREST
OWNER.
BRITISH-AMFRICAN OTL. PRODUCING COMPANY
By,
ATTEST:
. Address:
Secretary
_ Date _
LOUISIANY LAND & EXPLORAT OMPANY
. "QI‘:l}i.-r ¢, ' - ’ ) B e
. e
Amsr’ ? Vice President _
(ﬁu‘u,/" Address: 1500 American Bank Building
ASSQ\ Secrecary'
N 1 12 TAraial
- 'Date .June ., : ew _Orieans iec, Louisinna
\_../ Lo SUNRAY DX OTL COMPANY
By
ATTEST:
Address:
. T Secretary ’
TDate
-16-
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M_arion V. Harris . ©. Harris
. WORKING INTEREST OWNERS.
Date
STATE OF )
) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of , 1963, © ’
of UNION OIL COMPANY OF CALIFORNIA, a

corporation, on behalf of said corporationm.

My Commission Expires:

STATE OF )
§S. .
COUNTY OF

: - The foregoing instrument was acknowledged before me this
day of » 1963, by

L of BRITISHrXMERICAN OIL PRODUCING COMPANY, a
corperaticon, om behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF LOULSIANA

PARISH OF ORLEANS

On this 28th day of June,1963, before me appeared E.L.WILLIAMSON, to
me personally known, who, being by me duly sworn, did say that he is VICE PRESIDENT
of THE LCUISIANA LAND AND EXPLORATION COMPANY, a Maryland corporation and that the
seal affixed to the foregoing instrument is the corporate seal of sa1d corporatlon

. and that said instrument was signed and sealed in behalf of said. corpomatzon by

authority of its Board of Directors, and said appearer acknowledged Sa;d lnstrument

-

to be the free act and deed of said’ corpon\E;on TS

Fe s, T
a0\ 8 Al
4 ™ T 2 N

MY ,COMMISSION EXPIRES:

STATE OF ) v
) ss. e
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of , 1963, by ’

of SUNRAY DX OIL COMPANY, a
corporation, on behaif of said corporation.

My Commission  Expires:

Notary Public

-17-
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be binding upon all those parties who have executed such a counter-

part, raiification or consent hereto with the same force and effect

as if all such parties had signed the same document and regardless

? Secretary

Date

ATTEST:

Secretary

Date

Date

’ ATTEST:
i Secretary
i

of whether or not it is executed by all other parties owning or

claiming an interest in the lands within the above described unit

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

forth opposite their signatures.

UNION OIL COMPANY OF CALIFORNIA

By.

Address:

UNIT OPERATOR AND WORKING INTEREST
OWNER.

THE BRITISH-AMERICAN OTL PRODUCING COMPANY
e ;] 7 e )

By_ ( éé:Zéé:::' / APPROVED
. LAND
ATTORNEY-IN-FACT LEG.
PROD.
Address: P. O. BOX 749 ACCTS
DALLAS, TEXAS OTHER

LOUISTANA LAND & EXPLORATION COMPANY
By '

Address:

SUNRAY DX OIL COMPANY
By,

Address:




Vb,

i)

RUUE

1. C. Harris
WORKING INTEREST OWNERS .

Marion V. Harxis

pate
STATE OF )
) ss.
COUNTY OF )
' The foregoing instrument was acknowledged before me this
day of , 1963, by ’
of UNION 0TL COMPANY OF CALIFORNIA, a

My Commission Expires:

(¢

Notary rublli

STATE OF __ Aedast’ )
COUNTY OF M_ § 7
e, owledged before me this _3}¥§

PRI e foregoing instrument was ackn

wgayef __. , %gg%, by ' J. L HOLLIS >
. ATTORNEM-ILE ofa TSH-AMERICAN OIL PRODUCING COMPANY, a

! P iiire 1f of said corporation.

_ ccrporation, on beha

:‘- ‘ "*-.."‘_'E'{-f-' AR

%, My Cotmilssion Expires: _ /77

o e =y /. 4 ;
o"'-- I I“ . {-_ " -2 ’ ._- ) _?— ~ 5 ’-

o Notary Public

PATSY GANT, Notary Pablle

4y

o

dy
DTN

~
v

W
f

>

e el Fou 1% 2 o
In and o Dallas Sounty, Toxas

- STATE OF ) os My Commission Expires June 1,..{%5—
COUNTY OF _ _ _ g
The foregoing instrument was acknowiedged before we this
day of , 1963, by ’
of LOUISIANA LAND & EXPLORATION COMPANY, a

behalf of said corporation.

corporation, on

My'Commission,Expires:

Notary Public

STATE OF )
) ss.
~ COUNTY OF ) ‘
- The foregoing instrument was acknowledged before mwe this
day of ’ 1963, by
5f SUNRAY DX OIL COMPANY, &

corporation, on Behalf of said corporatiou.

My Commission Expires:

Notary rublic

-17-




-day of

' COUNTY OF

STATE OF

COUNTY OF

The foregoing igsgrumgnt was acknowledged before me this
963

day of

H

My Commission -

Expires:

' STATE OF

foregoing instrument was acknowledged before me this

My Commission

Expires:

STATE OF

COUNTY OF

The

foregoing instrument was acknowledged before me this
s 1963, by

My Commission

- STATE OF _

)
ss.
COUNTY OF 3 ,
The
day of , 1963, by
o of BRITIS

SS'

Y N o

)

) ss.

)

The

" day of

foregoing instrument was acknowledged before me this

]

.. My Commission.

Expires:

1963, by

. Harri

WORKING INTEREST OWNERS.

of UNION 0Iﬁ’ﬁﬁﬁﬁKﬁY_ﬁF'EKETFBRNIA a

corporatiun, on behalf of said corporatiom.

. e o A mep

H-AMEBRKICAN

Notary Public

OIL PRODUCING COMPANY, a-
corporation, on behalf of said corporation.

'\Tcg-,\.‘,.,.. aola 1 .3 ~
Yy & WA d

of HOUISIANA LAND & EXPLORATION COMPANY, a
corporation, on behalf of said corporation.

Expires:

¢f SUNRAY DX OIL COMPANY, a
corporation, on behalf of said corporation.

Notary Public

-17-
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STATE OF NEW MEXICO
COUNTY OF CHAVES

2
| ; §8.

- £ N L
.5 —Spen

v
......
------

.ggyscgggiqsion Expires:
’:".:\__-"..‘-.7 'r/' 57 % Y
B L=

a1
UJy U

T [ A
Pal oo e s
] .
- - — 0
’\ « ._.;(%_
YTl AL

The f@regoing instrument was acknowledged before me thisqﬁéf?
i » 15 y L. . Harris and Maricon V. Harris, his

Clrons \Boles Y.

-18-
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EXHIBIT“A"

WEST McDONALD UNIT

LEA

I le

COUNTY, NEW MEXICO

LEGEND
SCALE 1"=2000'
TRACT NUMBER AS LISTED ON
EXHIBIT "B"

LNIT OUTIINE

2240 ACRES OF STATE LAND &
80 ACRES OF FEE | AND




EXHIBIT "'B"
SCHEDULE - SHOWING THE FERCENTAGE AND KIND
OF OWNERSHIP OF ALL LANDS IN THE
WEST McDONALD UNIT, LEA COUNTY, NEW MEXICO

Over-
Tract No. of Lease No. & Basic Royalty riding
No. Descriptior. of Land  Acres Expirarion Date & Owner T.egssee of Record Rovalty Ownership 2f Working Interest
T-14-S, R-35-E, NMFM,
Lea County, N. M.:
STATE LANDS:
1 Sec. &: SWx, WhSI 240 12-1/2% - L. C. Harris None L. C. Harris
5-21-73 State
2 Secz. 5: Sbk 480 E~-7501 12-1/2% - Union 0il Co. of None Uaion 0il. Co. of California
Sec. 8: E% 10-20-53 State California
3 Sec. 8: EhiSwWy 80 053~5555 12-1/2% - Sunray DX 0il Co. None Sunray Di{ 0il Co.
6-16-69 State
4 Se:x. 8: NWg 160 03-5350-1 12-1/2% - Union 0i.. Co. of 6.25%- Union 0il Co. of California
4-21-69 State California Harris
5 Sec. 9: Nwk, SEX% 320 0G-4902 12-1/2% - British-dAmerican 0il None British-American 0il Prod. Cc.
12-16-68 State Producing Co.
6 Sec. 9: SW 160 0G-5481 12-1/2% - British-American 0il None British-American 0il Prod. Cc.
5-19-69 State ?roducing Co.
7 Sec. 9: NE% 480 0G-7114 12-1/2% - Louisiana Land & None Louisiana Land & Exploration Co.-507
Sec. 17: N% HBP State Exploration Co. Union Oii Co. of California - 507
8 Sec. 16: N& 320 0G-1031 12-1/2% - British-American 0il None british-American 0il Prod. Co.
7-16-67 State Producing Co.
TOTAL: 8 TRACTS, STATE OF NEW MEXICO LANDS, COMPRISING 2,240 ACRES.
FER LANDE: |
9 Scc. 8: WhSWy 80 Fee 12-1/2% - Union 0il Co. of None Union 0il Co. of California
4-17-67 Mrs. C.D. Lee - 6%% California
Mrs. C.W.Musick-6%%
TOTAL: 1 TRACT, FEE LANDS, COMPRISING 80 ACRES.
GRAND-
TOTAL: 9 TRACTS COMPRISING 2,320 ACRES.

;llllllllll!l-llillllllllllllnlllllllll.ll.lll-=-----ll----------l------'




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATICN
OF THE

WEST }{CL\C‘YATT\ l'mT'T‘ ARFA

THIS AGREEMENT, entered into as of the day of June,
1963, by and between the parties subscribing, ratifying or consenting
hereto, and herein sometimes referred to as the "parties hereto",

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty

or other oil ard gas interest in the unit area subject to this agree-

ment; and

r-c

,ands of tha State of

l-lc

WHEREAS, the Commissioner of Public
New Mexico is authorized by an Act of the Legislature (Chap. 7, Art. 11,
Sec. 39, N.M. Statutes 1953 Annot.), to consent to and approve the

W oty S 2
development and copera
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such agreements provide for the unit operation or develcpment of part
of or all of any oil or gas pcol, field or area; and

WHEREAS, the Cormissioner of Public Lands of the State of
New Msxicc is authorized by an Act of the Logiclatvre (Chan. 7, Art. 11,
Sec. 41, N.M. Statutes 1953 Annot.) to amend with_the'approval of
lessee, evidenced by the lessee's execution of such agfeement or
otherwise, any o0il and gas lease embracing State lands so that the
length of the term of said lease may coincide ﬁifh the term of such
agreements for the unit operation and development of part or all of
any oil or gas pool, field or area; and

WHEREAS, the 0il Conservation Commission of the State of
New Mexico (hereinafter referred to as the “Commission') is authorized
by an Act of the Legislature (Chap. 65, Art. 3, Sec. 14, N.M. Statutes
1953 Annot.) to approve this agreement and the qonservation prov&éions

hereof; and

BEFORE EXAMINER NUTTER

t CONSERVATION COMMISSION
"'P\EXH!BlT NO.

LCASA:NO D
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WHEREAS, the parties hereto held sufficient interests in the
West McDonald Unit Area covering the land hereinafter described to
give reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve.
natural resources, prevent waste and secure other benefits obtainable
through development and operation of the area subject to this agree-
ment under the terms, conditions and limitations herein sat forth;

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

1. UNIY AREA: The following described land is hereby desig-

nated and recognized as constituting the unit area:

Township 14 South, Range 35 East, N.M.P.M.
Section 4

WHSE%, SWk
Section 5: SE%

Sectiomn 8: All
Section 9: All
Secticn 16: N
Section 17: N

containing 2,320 acres, more or less.

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 operator.

Exhibit B attéched hereto is a schedule showing, to the
extent known to the unit operator, the acreage, percentage and kind
of ownership of oil and gas rights in all lands in the unit area.
However, nothing herein or in said schedule or map shall be con-
strued as a representation by any party hereto as to the ownership
of any interest 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 whenever changes in the unit
area render such revisions necessary or when requested by the Com-
missioner of Public Lands of the State of New Mexico, hereinafter

referred to as '"Commissioner'.




All lands 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 and associated

lands are unitized under the terms of this agreement and herein are

called "unitized substances',

3. UNIT OPERATOP.: Union 0il Company of California, with

offices at Roswell, New Mexico, is hereby designated as unit operator
and by signature hereto commits to this agreement all interest in
unitized substances vested in it as set forth in Exhibit B, and
agrees and ccnsents to accept the duties and obligations of unit
operator for the discovery, development and production of unitized
substances as provided herein. Whenever reference is made herein

to the unit operator, such reference weans the unif operator acting

Fie

n that capacity and not as an owner of interests in unitized sub-
stances, and the term "working interest owner' when used herein
shall include or refer to unit coperator as the owner of a workiug
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 successor unit operator has been selected
and approved in the manner provided for in Section 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 tho cffective date of its resignation.

Unit operator may, upon default or failure in the performance
of its duties or obligations hereunder, be suvject t& rcmoval by
the same percentage vote of the owners of working interests deter-
mined 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.
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The resignation or removal of the unit operator under this
agreement shall not terminate his ri;ht, 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 effec-
tive, such unit operator shall deliver possession of all equipment,
materiale and appurtenances used in conducting the unit operatiomus
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
opefations hereunder. Nothing herein shail be construed as authoriz-

ing removal of any material, equipment and appurtenances needed for

v
5. SUGCESSOR UNIT OPERATOR: Whenever the unit operator

1

shall resign asc unit operator or shall be removed as hersinabove
provided, the owners of the working interests according to their
respective acreage interests in ail unitized land shall by a majority
vote select a successor unit operator; provided that, if a majority
but less than seventy-five percent {75%) cf the working interests
qualified to vote is owned by one party to this agreement, a con-
curring vote of sufficient additional parties, so as to constitute
in the aggregate not less than seventy-£five percent (757%) of the
total working interests, shall be required to select a new operator.
Such selection sha%l not become effective until (a) a unit operator
so selected shall accept in writing the duties and responsibilities
of vnit operator, and (b) the selection shall have been approved
by the Commissioner. If no successor unit operator is selected

and qualified as neicia provided. the Commissioner at his election
may declare this unit agreement termiﬁated.

6. ACCOUNTING PROVISIONS: The unit operator shall pay in

the first instance all costs and expenses incurred in conducting unit

operations hereunder, and such costs and expenses and the working



interest benefits accruing hereunder shall be apportioned among the
owners of the unitized working interests in accordance with an opera-
ting agreement entered inte by and between the unit operator and the
ocwners of such interests, whether one or more, separately or collec-
tively. Any agreement or agreements entered into between the working
interest owners and tlie unit operator as provided in this section,
whether one or more, are herein referred to as the 'Operating Agree-
ment'". 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 obligation established under this unit
agreement and in case of any inconsistencies or conflict between

this vnit agreement and the operating agreement, this unit agreement

shall prevail.

/. 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 for, producing, storing,
allocation and distributing the unitized substances are hereby dclz-
gated to and shall be exercised bv tﬁe unit operator as herein pro-
vided. Acceptable evidence of the title to said rights shall be de-
posited with sald 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 any lease or operating agreement,

it being understood that under this agreement the unit operator, in

its capacity as unit operator, shall exercise the rights of possession

and use vested in the parties hereto only for th

a ™
______ <= sy =~ =T

1
—— a as

specified.

8. DRILLING TO DISCOVERY: The unit operator shall, on or

before July 10, 1963, 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

- e

to test the Chester Series of the Mississippian period 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 determined that the further drilling of said well shall be unwarran-
ted or impracticable; provided, however, that unit operator shall not,
in anyevent, be required to drill said well to a depth in excess of

12,700 feet. 1IIntil a discovery of a deposit of unitized substances

sufficient to repay the costs of drilling and producing operations
with a reasonable profit) unit operator shall continue drilling
diliggptly, 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 imtil it is reasonably proven to the saticsfaction of the unit
operator that the unitized land is incapable of producing unitized
substances in paying quantities in the formation drilied 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 drilling of an initial test well shall be considered as com-
Plying with the drilling requirements 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
liis 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 agreément terminated, and all rights, privileges and obiigations
granted and assumed by this unit agreement shall cease and terminate

as of such date.




9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF

UNITTZED SUBSTANCES: Should unitized substances in paying guantities

be discovered upon the unit area the unit operator shall on or before
six (6) months from the time of the completion of the initial discovery
well and within thirty (30) days after the expiration of each twelve-
month period thereafter file a report with the Commissioner and the
Commission of the status of the development of the unit area and the
development contemplaied for the following twelve-month period.

T+ ic understood that one of the main considerations for

the approval of this agreement by the Commissioner of Public Lands
is 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

well shall be commenced on Tract No. 2 described on Exhibit "B" within
one year from the effective date of this agreement.

If the unitoperator should fail to comply with the above
covenant for reasonable devélopment, this agreement may be terminated
by the Commissioner as tc all lands of the State of New Mexico em-
bracing undevelégéd 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 not been terminated

notice to the ﬁnit operator and the lessees of record in the manner
prescribed by Sec. 7-11-14, N.M., Statutes 1953 Annotated, of inten-
tion to cancel ou accounit Sf any allaged breach af eaid 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 shall %Ye given a reasonable opportunity 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

. — Py P, -
spacing Or proration

et

New Mexico embracing undeveloped regular wel
units.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a

well capable of producing 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 committed to this unit agreement (unless otherwise
provided by the unit operating agreement), and such unitized sub-
stances 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 rovaities payable to the State of New Mexico
and othor lecenrs. each separaie 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 o 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 wiitized 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.

11. ALLOCATION OF PRODUCTION: All unitized substances

produced from each tract in tne uuicizcld 2ror ectablished under this

agreement, except any part thereof used for production or development
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purposes hereunder, or unavoidably lost, shall be deemed to be pro-
duced 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; subject, however, to such reallocation among the
working interest owners as may be provided by the unit operating
agreement. It is hereby agreed that production of unitized sub-
stances from the unitized area shall be allocated as provided 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 respec-
tive lease owners in accordance with the terms of their leases.

All royalties due the State of New Mexico under the terms
cf the leasnes committed to this agreement shall be computed and paid
on the basis of ~»1l unitized substances allocated to the respective
leases committed hereto; provided, however, the State shall be en-
titled to take in kind its share of the unitized substances alliocated
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.

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 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 hereto.

If the unict ovpeiator introduces gas obtained from sources

other than the unitized substances into any producing formation for

the purpose of repressuring, stimulating or increasing the ultimate



recovery of unitized substances theresvom, a iike awcunt £ gac,
if available, with due allowance for loss or depletion from any
cause may Lo withdrawn from the formation into which the gas was

Pt N .
introduced roya

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 terminate on the termination of this
unit agreement.

If any lease committed hereto is now, or hereafter becomes,
burdened with ar overriding royalty, payment out of production or
other charge in addition to the usual royalty, the owrnier of each
such lease shall bear and assume the same out of the unitized
substances allocated to the lands embracedin each such lease as
provided herein.

13. LEASES ANn £oNTRACTS CONFORMED AND EXTENDED TNSOFAR

DA . —

AS THEY APPLY TO LANDS WITHIN THE UNITIZED ARFA: The terms, conditions

and provisions of all leases, subleases, operating agreements and
other contracts relating to the exploration, drilling, development
or operation for oil or gas of the lands committed to this agree-
ment, 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 necessary 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
roval cf thic agreement by the Commissioner and the respective
lessors and lesseers 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 this agreement; but

-10-




otherwise to remain in full force and effect. Each lecase committed
to this agreement, inscfar as it applies to lands within the unitized
area, shall continue in force beyond the term provided therein so
iong as this agreement remains in effect provided drilling operations
upen 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
comnitted to this agreement. Termination of this agreement shall

not affect any lease which pursuant to the terms thereof or any

O

applicable laws would continue in full force and effect thereafter.
The commencemeut, completion, continued operation or production of
a well or wells for unitized substances on the unit area shall be
construed and considered as the commencement, completion, continued
operation 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 operations upon and production from
each leasehold interest committed herets and there chall be no
obligation on the part of the unit operator or any of the owners

of the respective ieasehold interests committed hereto to drill
offsets to weiis as between the leasehold interests committed to
this agreement, except as may be provided in Section 9 hereof.

Any lease embracing lands of the State of New Mexico
having cnly a portion of its lands committed hereto shall be segre-
gated as to the portion committed and as to the portion not committed
and the terms of such leases shall apply separately as to such segre-
gated portions commencing as of the effective date hereof. Notwith-
standing any of the provisions of this agreement to the contrary,
any lease embracing lands vl the State of New Mexico having only a
portion of its lands committed hereto shall continue in full force
and effect beyond the term provided therein as to all iauds cmbraced

in such lease, if o0il and gas, or either of them, are discovered and

-11-



are capable of being produced in paying quantities from some part of

the lands embraced in such leas

(1]
0
53
foia
T
«r

d to this agreement at the
tion of the secondary term of such lease; or if, at the expira-
tion 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, said lease 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, said lease shall
continue in full force and effect as to all of the lands embraced
therein, so long thereafter as o0il and gas, or either of them, are
being produced in paying quantities from any portion of said lands.

14. CONSERVATIO!N: 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. DRAINACE: 1In the event a well or wells producing oil
or gas in paying quantities should be brought in on land adizcent
to the unit area and draining unitized substances from the lands
embraced therein, unit operator shall drill such offset well or wells
as a reasonably prudent operator would drill under the samc or
similar circumstances.

i6. 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 convey-

ance of interest in land or leases subject hereto shall be and herchby

is conditioned upon the assumption of all privileges and obligations
No assigmment or cransfer of 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

-12-
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the original, photostatic or certified copy of the recorded instru-

ment of transfer,

17. EFFECTIVE DATE AND TERM: This agreement shall become
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two years after such date unless (a) such date of expiration is
extended by the Commissioner, or (b) a valuable discovery of unitized
substances has been made on unitized lands 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 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 aforesaid. This agreement may be terminated at any time
by not less than seventy~five percent (75%) on an acreage basis of

the owners of the working interest signatory hereto with the approval

of the Commissioner. Tikewise the failure to comply with the
drilling requirements of Section 8 hereof may subiect this agree-
ment 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 Commission and in conformity with all
applicable laws and lawful regulations.

19, APPEARANCES: Unit operator shall, after notice to

other parties affected, have the right to appear for and on behalf

A Neavrens mn o d mer e - O
il WWHLMIIL OO LUVLIICL UL

of any and all interests affected hershy bhefore th
Pubiic Lands and the New Mexico 0il Conservation Commission, and to

appeal from orders issued under the regulations of the Commissioner

or in any prcceedings on its own behalf relative to operatioms

pending before the Commissioner or Commission; provided, however,

-13-
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that any other interested party shall also have the right at his own
expense to appear and to participate in any such proceeding.

v 20, NOTICES: All notices, demands or statements required
hénéunder 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 the
party sending the notice, demand or statement. ‘

21. UNAVOIDABLE DELAY: All obligations under this agree-

ment 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 suspended while, but only
so long as, the unit operator despite the exercise of due caxre and
diligence, is prevented from complying with such obligations, in
whole or in part, by strikes, war, acts of God, Federal, State or
municipal 1aw or agencies, unavoidable accidents, uncontrollable
delays in transportation, inability to obtain necessary materiszls

in open market, or cther matters beyond the reasonable control of

the unit operaitor whether similar to matters herein enumerated or nct.

22, LOSS OF TITL:S: In the event title to any tract of
unitized land or substantial interest therein shall fail and the

true owner cannot be induced to join the unit agreement so that

"such tract 1s not committed to this agreement or the operation

thereof hereunder becomes impracticable as a result thereof, such

=de

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. 1In the cvent of a dispute as to the title
iv any royalty, working or other interest subject hereto, the unit

operator may withhold payment or delivery of the allocated portion

-14-
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of the unitized substances involved on account thereof without
liability for interest until the dispute is finally settled, pro-
vided 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 JOINDER: Any oil or gac interest in lands

within the unit area not committed hereto prior to the submission
of this agreement for final approval by the Commissioner may be
committed hereto by the owner or owners of such rights subscribing
or consenting tc this agreement or exeaating a ratification thereorf,
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 operaticn; provided, however, after
operations are commenced hereunder, the right of subsequent joinder,
as provided in this section, by a working interest owner is subject
to such requirements or approvals, if any, pertaining to such
joinder, as may be provided for in the unit operating agreement.

A subsequent joinder shall be effective as of the first day of

the month tollowing the filing with and approval by the Commissioner
of duly executed counterparts of the instrument or instruments
comuitting the interest of such owner to this agreement, but such
joining party or parties before participating in any benefits here-
under 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 counterparts, no one of which needs to be executed
by all parties or may be ratified or consented to by separate

instruments in writing specifically rererriuy uLeictc, 2nd shall




be binding upon all those parties who have executed such a counter-
part, 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 ox
claiming an interest in the lands within the above described unit
area.

IN WITNESS WHEREOF, the undersigned parties hereto have
cavsed this agreement tc be executed aé of the respective dates set
forth oppnsite their signatures.

UNION OIL COMPANY OF CALIFORNIA

n"
i

J.

ATTEST:
Address:
Secretary
Date
UNIT OPERATOR AND WORKING TNTEREST
OWNER.
BRITISH-AMERICAN OIL. PRODUCING COMPANY
By,
Address:
vecretary
Date
LOUISTANA LAND & EXPLORATION COMPANY
By,
ATTEST:
Address:
Secretary
Daie
SUNRAY DX OIL COMPANY
By,
ATTEST:
- Address:
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Mazion V Harris 1 C. Harris
WORKING IWNTEREST OWNERS
Date
STATE OF )
% SS.
COUNTY OF
owledged before me this
’

The foregoing jnstrument was ackn
1963, by
TA, a

day of s
o5f UNION OIL
poration, on benalf of said corporation.

cor
My Commission Expires:

Notary Public

o —

STATE OF )
8S .
COUNTY OF __ ;
The foregoing instrument was acknowledged pbefore me this
day of __ , 1963, by >
' of BRITISH—AMERICAN 0T, PRODUCLNG COMPANY, a
f said corporation.

ion, on behalf o

corporat

Notary Public

STATE OF -
Y ss.

)

COUNTY OF
The foregoing instrument was acknowledged before me this
day of -, 1963, by .
SF LOUISTANA TAND & EXPLORATLON COMPANY, 2
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF __ )
' ) ss.
COUNTY OF )

before me this

ent was acknowledged

The foregoing instrum
-oon T wv

?

day of ) S
of SUNRAY D

corporatlion,

My Commission Expires:
Notary Publilc —

-17-




_——'—_§_\____

QITATT ST AT ~ \
STATE OF NEW MEXICO )
g Ss

COUNTY OF CHAVES

The foregoing instrument was acknowledged before me this
3;¥ of , 1963, by L. C. Harris and Marion V. Harris, his
e.

My Commission Expires:

Notary Public

|
I
i
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GROKOGY

Attached to this report is a structure map coctoured oo the top of the
Strewn. uwwin“cmhnmmuwtin re
by Union 011 Company, no consistent mappable reflection has bdeen found at the
Straw level. Consegquently, this mep is based largely on well dsta. Ilocally,
hovever, seimmic 4ip componants have been honored in the contouring.

As shown on this mep, the West McDonald Unit 1c centered on & structural
closure formsl by the intersection of a deep-sested, luwv relief; north-south
anticiioe and ihs soot-usst Stvewn ahelf adge. This shelf edge is s relatively
steey basimeard slope Shich separates thick (800! §) Strawn sbeli cmtsaatss in
the West MoDomald sres and northwerd from thin (250 4) besinal limestones to
thw south, m-nmfmthnuuthfhnkoftumcturu.

Within the proposed Unit ocutline, one well has been dyilled to dste. The
Union Na. 1<17 Btate vas complsted on Agril 16, 1963 for 326 barrels of oil per
day, plus 9% water, from perforstions betwwsn 11,478 snd 11,490 feet, near the
top of the Strawn. m-unmmmmamumornswrmmcne
Upper Strawn. The seotion encountered was as follows:

S - 2,037 feet Undifferentisted Tertiary, Triassic and
Upper Perxian continental deposits

2,037= 3,000 feet Upper Perzian Fustler and Salado anigdrite,
redbeds, dolowmite and sslt

3,000~ 6,845 feet Upper Parmian Teansill, Yates, Seven Rivers,
Queen and San Andres Aolomite apd sand,

6,k45- 8,200 feet Lower Permian (Leonard) Yeso dolomdte and
sand

8,200 9.720 fest Lower Fermimn {Iscz=rd) Abn Aclomite and
siale

9,T20- 10,330 feet Lower Permian (Upper Volfcamp) limestone
and varigated shale

10,330~ 10,755 feet Lower Permian (Lower Wolfcamp) é‘n.rk shale
and linestone, iu part porous

10,755~ 11,465 feet Upper Pennsylvenian (Cisco and Canyon)
Lixestone and dolomite, cavernous or porous
in part

11,k65- 11,567 feet Lover Pexmsylvanian (Upper Swawi ) liscztone
porous snd oil productive between 11,478 and
11,520 feet

PROFOSED WELL

Upon epproval of the West McDonaic Unit, uUnion Vi1 Compeny of California
intends to &rill a 13,700-foot Upmer Mississippisn (Chester) vest in the
8V nW of Section 9, T 1h 8, R 35 5, three-quarters of a mile northesast of the
Union No. 1-17 State. This welil s axpscted to extend and evaluate the Upper
Strawvn production discovered f{n the No. 1-1T7 £tate. Other wbjlectives include
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the porous limestones and dolomites in the lower Wolfca=p and Upper Pennsylvanian
viich were water-bearing in the No. 1.17 State but which are potentially ofl
productive higher structurally. The proposed wll is %0 be drilled through the
Lower Pemasylvanian section--not penetrated in the No. 1-17 State for mechanical
reasons--to test Atoka and Morrov sainds ard the Chester (Upper Nississippian)

limestone, prtentially gas productive in this reglom.

*aa progcced Unit {8 necessary to ensure crdéerly development of the Struwn
production discovered in the No. 1-17 3tate, snd aiy asalitisasl ofl or sms pro-
dmstion found by the planned Jeeper exploratory vell. The information required
t0 establish proper vell spacing is not as yet availablie, and unnecessary wells
or poor drainage patterns might result from unco-ordinated development drilling.
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RVICE, Inc.
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DEARNLEY-

ALBUQUERQUE, N. M.

MEIER REPORTING SE

FARMINGTOM, N. ™,

SANTA FE. N. M.

PHONE 325.1182

PHRONE. 9€3.3971

PHONE 243.6691

BAFORE THa
OIL CONSERVATION COMMISSION
sSanta Fe, liew lexico
June 26, 1963

EXALINER HEARING

—————-———————-———————--

N THE MATTER OF: )

)
Application of Union 0il Cempany )
of California for & unit agreement, )
Lea County, New Mexico. Applicant, )
in the above-styled cause, seeks )
approval of the West 1icDonald Unit )
Area comprising 2,320 acres of State )
and Fee lands 1n Township 1k South, )
Range 35 Bast, Lea County, New )
Mexico- }

——-—-—g——_—"—_ﬁ—————-’—

BELFORE: Daniel g, Nutter, Examiner.

TRANSCRIPT OF HEARING

1MR. NUTTER: We will call Case 2836.

1R, DURRETT: pApplication of Union 0il Company of

california for a unit agreement, Lea County, New Ifexico.
MR. BRATTON: Howard Bratton, appearing on behalf of

the applicante. We have one witnessSe.

(Witness sworn.)

(Whereupon, Applicant?'s axhi-
pits Nos. 1 through 3 were
marked for identification.)

" JOHN PEARSON

called &as a witness, having peen first duly sworn, testified
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DEARNLEY-MEIER REPORTLNG SERVICE, Inc.

ALBUDUERQUE, N. M,

SANTA FE, N. M.
PHONE 9$83.3971

FARMINGTON, N, M,

PHONE 325-1182

PHOME 243.6691

PAGE 3

as follows:

- DIRECT EXAMINATION

DY MR. BRATTCON:
Q Will you state your name, by whom you are employed and

in what capacity?

A My name is John Pearson, employed by Union 0il Company
of California, as District Geologist in Roswell, New lexico.

Q Have ycu previously testified before this Commission
as an expert witness?

A I have.

2]
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Q Are you familiar with the Vest
the matters countained in the application now under consideration?

A I am.

Q lir, Pearson, Exhibit 1 is the proposed unit agreement
for the West McDonald Unit Area, As indicated on Exhibit A, is
this an all-state unit with 2240 acres of state land and 80
acres of fee land, is that correct?

A This is correczt.

Q Which are the 80 acres of fee?

A The 80 acres of fee aré Tract No. 9 In Exhibit A, I
believe.

Q - S0 thatts 80 acres on the complete west end of the

unit, is that right?
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PHONE 243.6691

4
A Right on the edge of the unit,
Q What is your status as to commitment to this unit,
Mr, Pearson, of the working interest?
A We have verbal agreement to commit from all of the

working interest owners within this unit with the exception of
one 80-acre tract, and we have contacted this one 80-acre tract
and have not yet received a commitment from them.

Q Which one is that?

A Tract No. 3, Sunray Mid-Continent.

Q That is the 80 acres which ve the East Half of the

Southwest of Section 87

A Right.

Q ‘Would the commitment or non-commitment of that affect
the effectiveness of the unit operation?

A I dontt believe it will.

Q Are you contacting such overriding royalty owners as
there are in the area?

A We are contacting the royalty owners, yes.

Q And vou are royalty owners too, This proposed unit

agreement is the satisfactory standard form of state unit agree-

ment?

A To my knowledge, it is a standard form of state unit,

yes.

=
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Q There are one or two modifications, is that corrsect,
due to the fact that there is an existing well in the area, and
the form of those modifications have been agreed upon with the
office of the State Land Commissioner?

A This is correct.

Q And subject to those being included, the area has been

approved by the Land Commissioner as to form and area, is that

A This 1s correct.

Q What does the unit agreement call for in the way ofi a

A The unit agreement calls for the drilling of a 13,700
foot Mississippian well in Section 9, 14 South, 25 East, the

Southeast of the Horthwest Quarter.

Q Itts the Southwest of the Northwest of 9?2
A Right.
Q Shown in the Northeast of the HNortheast of 17 there is

an existing well in the unit area, is this correct?

This is correct.

e

Q That is not to be a unit well, is that correct?
A It will not be a unit well.
Q It will ve & unit well when production is obtained

elsewhere?

@
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A When production is established elsewhere.
Q Ic Union to be the operator of this unit?
A Yes.
Q Turning then (o your Exhibits 2 and 3, and actually

referring to your Exhibit 3 whi-th is your contour map, briefly
state what you have in your Exhibit 2,which is the written re~
port with relation to this contour map.

A Exhibit 3 1s a structure contour map, contoured on
top of the Strawn, the Lower Pennsylvanian. Substantially it's
based on subsurface, that is well data; although we have a
considerable seismic information in this region, we do not have
a continuous seismic reflection which we can map in this area.
Consequently. we are unable to make a seismic structure map.
The one producing well shovn within the unit outline on this
.map is producing from the Upper Strawn. Consequently, the
structure, &as mapped on the top of the Strawn, reflects to a
degree the producing potential of this particular reservoir.

The Strawn sh-".f edge, which is the depositional feature
of the basinward slope which separates thick Strawn limestone
in the FicDonald area; and northward 800 feet more or less from
Lt o&csinal Strawn limestone to the south 250 feet forms the
south flank of the structure as mapped on Exhibit 3.

Q In your opinion, Mr. Pearson, does the proposed unit
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cutline make an effective unit for the production of the unite
ized substance which you hope to obtain?

A In my opinion it does make an effective unit for the
substances that we hope to obtain.

Q Based upon the limited information which you have
availablie, does this represent a reasonable interpretation of
the structure ycu hope to obtain,the productive structure?

A This is correct. The well information within this
region is very limited; consequently this interpretation is
based on a great deal of regional information, some detail
locally, seismic information and well data, and in my opinion it
is a reasonable interpretation of the available information.

Q In ycur opinion, ltir. Pearson, would the operation of
this area under th- .nii agreement result in the greatest ulti-
mate recovery of oil and gas?

A Yes.

Q Wlould operations under this unit agreement protect
correlative rights in the area?

A Yes.

Q Mr. Pearson, do I understand that the proposed ferm
of this unit agreement calls for commencing vour test well by
July 10th?

A This is correct.

®
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Q Is there anything further you care to state with re-

<

spect to these exhibius?

A I might state one thing, that the existing well within
the unit was completed at a total depth of 11,500 feet more or
less in the Upper Strawn, and we are proposing to drill a deeper
test on the proposed unit well tc test the Atoka, Morrow and
Chester. Consequently, this will be a deeper wildcat within
this area.

Q So you would test your Strawn which you reascnably
anticipate to be productive, and then go down to the wildcat

ovjectives?

A Correct.
q were Exhihits 2 and 3 prepared by you?
A Yes, they were.
M. BRATTCN: We would offer in evidence Exhibits 1

through 3.
MR, NUTTER: Unionts Exhibits 1 through 3 will be
admitted in evidence,

(Whereupon, Applicant?ts Exhi-
bits 1 through 3 were offer-

ed and admitiea in cvidenrce.
HR. BRAWIUR;:; We¢ navs nothine further at this time.

IMR. NUTTER: Any questions of Mr., Pearson?
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CROSS_EXAMINATION

BY MR, NUTTERS

Q Iir. Pearson, this structure map on the Strawn is pre=-
pared wholly from the wells that you have‘available to you in
this area? |

A -Not entirely., With the seismic information that we had

we could map local dip segments in specific areas, perhaps half
a mile range, and hence this data has been honored on the map.
We were unable to miake a complete seismic structure map be-
cause the events that we were mapping, the dip segments were
not continuous throughout the area.

Q You have maybe half a dozen or so wells on here which

have penetrated into this depth that you can contour on this map?

A This 1s correct,
] Tow are bhacked up by certain seismic information?
A Right.

Q The big bulge which we see there on the edge of the
Strawn which encloses the .area which is to be unitized, is that
reflected on the seismic information?

A The seismic informatioun indicates a north-south low
relief anticiiual trcnd ovtending from the south of the map to
the north part, which is in turn crossed by the ledge that 1

mapped early. The interest of the unit is at the intersection

®
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the easb side?

A gorrecte

Q Penetrating into this Strawn shelf?

A Righte

Q Are those substantiated by selsmil information?

A Insofar as deep reflectionsS, the Devonian, and inso-

far as shallow reflections are concerned, yeSe

specifically confirmed at the SUT

1ack a Strawn reflection map in th

Q This one well, which 18
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the well that has been drilled to date. Hence the Wolfcamp
and the Upper Pennsylvanian are potentialed objectives on this
second map.

Q Did the well that was completed go past the Pennsyl-
vanian at all?

A No, it bottomed in the Upper Strawn.

Q 1 see.

MR. NUTTER: Are there any further questions of lir.
Fearsoni He may be excused.,
(Witness excused.)

MR. NUTTER: Do you have anything further, Mr.

IMR. BRATTOH: I would just like to state that the unit
agreement does call for the commencement by July 10th. so we
would appreciate any expeditious treatment that the Commission
could afford.

MR, NUTTER: We'll try to get it out on July 9th.

MR, PEARSQN: Thank you.

MR, BRATTON: Thank you, don't rush.

MR, NUTTER: Does anyone have anything they care to

offer in Case 28367 We'll take the case under advisement and

% 2
oA

call a fifteen-~-minute recess,

@
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IN THY MATTER OF:

Application of Union 0Oil Company

of California for a unit agreement,
Lea County, New Mexico. Applicant,
in the above-styled cause, secks
approval of the West !McDonald Unit
Area comprising 2,320 acres of State
and Fee lands in Township 14 South,
Range 35 EBast, Lea County, New
Mexico,

- S B G @ o a B e @ G & o @ W T S W™ & W W -

Case 2836

TVe? N vt Nt Nt Nimt® it Cppll s gt st

BEFORE: Daniel S. Nutter, Examiner,

TRANSCRIFT OF HEARING

MR. NUTTER: We will call Case 2836,

MR. DURRETT: Application of Union 0il Company of

California for a unit agreement, Lea County, New Mexico,
MR, BRATTON: Howard Bratton, appearing on behalf of

the applicant. We have one witiness.

(Witress sworn,)

(Whereupon, Applicantts Exhi«

bits NHos. 1 through 3 were
marked for identification.}

JOHN PEARSON

2%

il vr v aanem PSRN T |
—— e kg OO Lhd LGU

called a8 a witnesa, having hean fiwet

®
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as folliows!

DIRECT EXAMINATION

Q Will you state your name, by whom you are employed and
in what capacity?

A My name is John Pearson, employed by Union 0il Coumpany
oi' California, as District Geoclogist in Roswell, New Mexico.

Q Have you previously testilied before this Commission
a3 an expert witnsss?

A I have.

Q Are you familiar with the West McDonald Unit Area and

the matters contained in the application now under considerationt

A I am.

Q tir. Pearson, ixhibit 1 is che proposed unit agreement
for the West McDonald Unit Area. As indicated on Exhibit A, is
this an all-state unit with 2240 acres of state land and 80
acres of fee land, is that correct?

A This is correct.

Q wWhich are the 80 acfes of fee?

A The 80 acres of fee are Tract No. 9 in Exhibit A, I

belisve.

Q So thatts 80 acres on the complete west end of the

3
¥y
(fad
‘.h
in
-t
i:’
3
o
*
[T

ght?

@
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A Rirht on the edge of the unit,

Q what is your status as to commitment to this unit,
Mr., Pearson, of the working interest?

A We have verbal agreement ¢(o commit from all of the
working interest owners within this unit with the axception of
one 80=acrs tract, and we have contacted this one 80-acre tract
and have not yet received a commitment from them,

Q Which one is thauv?

A Tract No. 3, Sunray lid-Continent.

Q That 18 the 80 acres which be the tast Half of the
Southwest of Section 87

A Right,

Q Would the commitment or non-commitment of that affect
the effectivenass ot the unit operation?

A I don't velieve it will,

Q Are you contacting such nverriding royaliy owasrs as
there 2re in the areat

A We are contacting the royalty owners, yes,

Q And you are royalty owners too., ‘This proposed unit
agreemaent is the satisfactory standard form of state unit sgree-
ment?

A To my knowledge, it is a standard form of state unit,

yes,
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Q There are one or two modifications, is that correct,
due to the fact that there is an existing well in the area, and
the form of those modificaticns have been agresd upon with the
offlce of the State lLand Commissioner?

A This is correct.,

Q And subject to those being included, the area has beun
approved by the Land Commissioner as to form and area, is that
correct?

A Thiz is corrsct.

Q What does the unit agreement call for in the way of a
test well? |

A The unit agreement calls fér the drilling of a 13,700
foot Mississippian well in Section 9, 14 South, 35 East, the
Ssutheast of the Horthwest Quarter,

Q Itts the Southwest of the Northwest of 97

A Right,

Q Shown in the Northeast of the HNortheast of 17 there is
an existing well in the unit area, is this correct?

A This is correct. |

Q That is not to be a unit well, is that correct?

A It will not be a unit well,

o] It will be a unit well when production is obtainad

elsewhere?
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A When production is established elsewhere.

Q Is Union to he the operator of this unit?
A Yes.
Q Turning then to your ixhibits 2 and 3, and actually

referring to your #xhibit 3 which is& your contour map, briefly
state what you have in your &Ixhibit 2, which is the written re-
port with relation to this contour mape.

A Exhibit 3 is a structure contour map, contoured on
top of the 3trawa, the Lower Pennsylvanian, Substantially it's
based on subsurface, that is well dataj although we have a
considerabls seismic information in this rezion, we dc not have
a continucus seismic reflection which we can map in thic area.
Consequently, we are unable to make a seismic structure map.
The cne producing well shown within the unit outline on this
map is producing from the Uppor Strawn. Consequently, the
structure, as mapped on the top of the Strawn, reflects to a
degree the producing potential of this particular reservoir.

The Strawn shelf edge, which is the depositional feature
of the basinward slope which separates thick Strawn limestons
in the McDonald arwva, and ncrthward 800 feet more or less froem
+hin basinal Strawn limestone to the south 250 feet forms the
south flank of the structure as mapped on Exhibit 3.

Q In your opinion, Mr, Pearson, does the proposed unit

_ >,

»
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outline make an effective unit for the production of the unit-
ized substance which you hope to obtain?

A In my opinion it does make an effect.ve unit for the
substances that we hope to obtain.

Q Based upon the limited information which you have
available, does this represent a reasonable interpratation of
the structure you hope to obtain,the productive structure?

A This is correct, The well information within this
region is very limited; consequently this interpretation is
based on a great deal of regional information, some detall
locally, seismic information and wsll data, and in my opinion it
is a reasonable interpretation of the availahle information.

Q In your opinion, Mr. Pearson, would the cperation of
this area under the unit agresment result in the greatest ulti-
mate reéevery of oil and gas?

A Yes.

Q Would operations under this unit agreement protect
correlative rights in the area?

A Yes.

Q Mr. Pearson, do I understand that the proposed form
of this unit agreement calls for commencing your test yell by
July 1lOth?

A This is correct.

)




Q Is there anything further you care to state with re-

spect O theae exhibita?

A I might state onée thing, that the existing well within

=: the unit was completed at a total depth of 11,500 faet more or
5o
‘z;‘g 1eas in the Upper Strawn, and e are proposing to drill a deeper

O %2

= : test on the proposed unit welli to test the Atoka, MOrrow and

% Chester. Consequently, this will be a deeper wildcat within

)

é this areé.

&3 :

wn Q So you wonld test your 3trawn which you reasonably

&

Z, anticipate to be productive, and then go down to the wildcat

o

E i5 | objectives?

-~ =%

- o

By gy A corrent.

kL

& e

; qQ Were Exnlibiil 2 and 3 prepared by yeu?

E A Yes, they were.

=

= VR, BRATTON: We would offer in evidence Exhibits 1

-

E% through 3.

Z, _

x MR, NUTTER: Unionts Exhibits 1 through 3 will be

v 3 .-

g i3 admitted in evidence.
%2 {Whereupon, Applicant's Exhi=
bits 1 through 3 were offer
o e and admitted in evidenced)

MR. BRATTON$ We have nothing further at this time.
MR. WUTTER: Any gquestions of ‘Mr, Pearson?

&
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CROSS KEXAMINATION

BY MR, NUTTER}

Q Mr, Pearson, this structure map on the Strawn is pre-
pared wholly from the wells that you have available to you in

this area?

FARMINGTON, N. M
PHONE 2325.1182

A Not entirely. wWith Lhe seismic information that we had
we could map local dip segments in specific areas, perhaps half
a mile range, and hence this data has been honored on the map.

We were unable to make a complete seismic structure map be=
cause the events that we were mapping, the dip segments were
not continuous throughout the area.

Q You have maybe half a dozen or so wells on here which

SANTA Fii, N. M.
FHONE 983.3371

nave penetrated into this depth that you can coatour on this map?
A This is correct,
q You gr2 hase . up by certain seismlc information?
A Right.
Q The big bulge which we see there on the edge of the

Strawn which encloses the area which is to be unitized, is that

DEARNLEY-MEIER REPORTING SERVICE, Inc.

reflected on the seismic information?

ALBUGUERQUE, N, M
PHONE 243.6691

A The seismic information indicates a north-south low

the north part, which is in turn ¢rosssd by tha ledme that I

mapped early. The interest of the unit is at the intersection

©

;
i relief anticlinal trend extending from the south of the map to
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i,

of the Strawn depositional shelf edge and the deep-seated low
anticlinal trend of which we have ssismic information.
Q You have a trough running north and south on the west

edge and another one running north and south on the east side?

A Corvrect.,

Q Penetrating into this Strawn sholfl?

A Right,

Q Arc those substantiated by seismic information?

A Insofar as deep reflections, the Devonian, and inso-
far &5 shallow reflections are concerned, yes. They are not
snacifically confirmed at the Strawn level; again, because we
lack a Strawn reflection map in these specific areas.

Q This one well, which is completed on the unit, is com-
pleted in the Strawn, so it must have penetrated the \olfcamp.
Did thai show anvthing in the Wolfcamp?

A The Wolfcamp limestones and Upper Pennsylvanian lime-
atones and dolomites were porous and had siight shows in then
and these we believe are potentially productive if we can reach
a higher structural point within_the unit,

Q The proposed unit is higher than the well that was
drilled?

A We have somc rather wesk seismic information which

would suggeet that the proposed location could be higher than

@
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-

the well that has been drilled to date. Hence the Wolfcamp
and the Upper Pennsyivanian ars potentialed cobjsctives on this
second map.,

Q Did the well that was completed go past the Pennsyle-
vanian at all?

A No, it bottomed in the Upper Strawn.

Q I see,

MR. NUTTER: Are there¢ any further questions of lr.
Pearson? He may be excused,

{Witness excused.)

MR. NUTTER: Do you have anything further, Mr.
Bratton?

MR. BHATTON: I would just like to state that ths unit
agreanent does call for the commencement by Jﬁly 10th, sc we
would appreciate any expeditious treatment that the Commission
could afford.

MR, NUTTER; Wetll try to get it out on July 9th,

MR. PEARSON: Thank you.

MR. BRATTON: Thank you, don't rush,

MR. NUTTER: Does anyone.have anything they care to
offer in Case 28367 uis'll take the éase under advisem?§§~qu

¥

call a fifteen-minute recess, '*Slii

e
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DRAFT

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HBARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

(;{“3"’:,/&_55 No. 2836
Order No. R- 5;2;{29:27

APPLICATION OF UNION OIL COMPANY
OF CALIFORNIA FOR APPROVAL OF THE
WEST McDONALD UNIT AGREEMENT, LEA
COUNTY, NEW MEXICO,

ORDER OF THE COMMISSION

DY THE COMMISSION:

Juae 3§his caus@.came on for hearing at 9 o'clock a,e.‘gf s. Bkt
*

, 19%® st santa Fe, New Mexico, before "™

Examiner duly appointed by the 0il Conservation Commissiocin G MNew
Mexico, hereinafter referred to as the "Commission,” in accordance
with Rule 1214 of the Commission Rg;gs/;nd_Regulations.

/ P

NOW, on this day of 2 £z — léfi,-the Commission,
a quorum being present, having céﬁiidergg the application, the
‘iiiﬁ!c‘.a‘iﬂiﬁé' and the recommendatidéns cf the Examiner,

' ; , -and ‘being fully advised in the premises,

FINDS:

(1) That due public notice having been given as requiied;by
law, the Commission has jurisdiction of tkis cause and the subject

matter thereof. Union Oil Company of

(2) Thst the pplice=t, California - Soths
appeoval of the _West McDonaid T=it Acwassmalk cOVOrilg
PRl soaves, mave oF less, of State and Fee dands

4m Township 14 South, Range 35 East, NMPM, Lea County, New

Mexico.

(3) That apgreval of the progesed _West McDonald
nit Agvesmsat will in priaciple tead to yromote the ooncesvetion
of ofl end gas sad the prevestion of wasts.

iz I8 THEREFOSE CRDERER’
(1} That the West McDonald it Agreosmsat is
hezeby appsoved.



- |

-Fw
CASE Mo. 2836

(2) That the plan under which the uait area shall be opex-

ated shall be ssbraced in the form of a uait agreemont for the

development and operation of the _ West McDonald Unit Ares,
and sech plan shali be knowm as the West McDonald ait
Mroasmtt Rlan.

(3) That the West McDonald Unit Mreensnt Plarz i

haredy spgroved in principle a8 a REOPSE SLasSSvaticn wemamme;
provided, however, that notwithetamding amy of the provisions
contained in sald unit asgreement, this approval shall aot De cop~
sidered as waiving or Telinguishing, in any sanner, any right,
duty, or obligatiom whick is now, or may baxreaftar ba, vested in
the 04l Conssrvation Commission of Few Mexico by law relative to
the aupervision and comtrol of opsxations for the exploratiom and
developmeat of any lands committed to the __West McDopgld
Unit, or zelative to the production of oil or gas thexrefyom.
(4) (a) That the wnit area shall be:

LEA COUXNTY, NEW MEXICO
TOWNSHIP 14 SOUTH, RANGE 35 EAST

Qo ¥ S wf a~d, Wi SE/Y

Jector. €. SEY

Ceeta. €. L

Jestz 9! 2L

Laeta. /6. M*

et 1% /V/7—

containing 2,320 scres, more or less.

) Mtbuttu“mb.nhtqeﬂwem
as provided in said plan; provided, however, that administirative
approval for expansion or comtracticn of the unit area must also
ba cbtzined from the Secretary-bDirector of the Commission.
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(3) That the wmit operx-tor shall f£ile with the Commission
an executed original ox executed counterparxt of the _west

M~Dona Unit Agvesment within 20 dm afMeary the effec~

tive dnte therecf. In the ovent of swheequent joindexr by any
pazty or expamsiom or congtracticom of the uait area, the wmit
Operator ahall file with the Commissica withim 30 days thereafter
counterparts of tho unit agresmeni reflecting the subscriptiom of
those interessts having joined ox ratified.

(6) 7That this oxrder shell became effective upon the Appwoval
of said wnit agreoment by tiw Commissioner of Public Lamds for the
osi-Surveyr and shall tarminate Apso £2St0 Upom the termimation
of said umnit saresment. 7Ths last ualt operator shall notify the
Commission fmmedistely in writing of such toarminatiom.

(7) Thet jurisdickion of this causs is retained for the
entry of swk fuxther oxdars 23 the Coamission nway dess necessary,

DGR at sanka Pa, New Maxico, on the day and year herein~
ahove designated.
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STATE OF NEW MEXICO

APPLICATION FOR APPROVAL OF
THE WEST McDONALD UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

New Mexico 0il Conservation Commlission
Santa Fe, New Mexico ,

Comes UNION OTL COMPANY OF CALIFORNIA, acting by and through
the undersigned attorneys, Hervey, Dow & Hinkle of Roswell, New
Mexico, and files herewith three copies of the proposed Unit
Agreement for the development and operation of the West McDonald
Unit’Area, Lea County, New Mexico, and hereby makes application
for approval of said Unit Agreement as provided by law and the
rules and regulations of thé New Mexico Cil Con=zervation Com-
mission, anﬁ in support thereof shows:

1. That {he proposed unit area covered by sald agree-

ment embraces 2,320 acres situated in Tocwmship 14 South, Range

35 East, N.M,P.M., more particularly described as follows:

Township 14 South, Range 35 East

Section 4: SWi and WiSEy
Section 5: SE% '
Section 8: All
Section 9: All

Section 16: N

Nfk

Section 17: N

N

containing 2,320 acres, more or less,



2. That the lands embraced in the proposed unit consist

of 2,240 acres of State land and 80 acres of fee land.
3. That applicant is informed and believes and upon

such information and belief states that the proposed unit area

contains all or substantially all of the geological or geophysical
feature involved and that in the event of the discovery of oil 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 of unitized substances.
4, That it is contemplated that applicant will be the
Operator of the unit area and it is proposed to drill a test well
thereon pursuant to and to the depth provided by Section 8 of
the proposed Unit Agreement.
5. That applicant believes that in the event oll or gas
in paying quantities 1s discovered on the lands within the unit
area, that the pool or field can bc developed more economically
and efficiently under the terms of said Unit Agreement, to the engd I
i recovery of unitized substances will be obtained
and that said Unit Agreement is in the interest of conservation I
and tne prevention ol waste as contemplated by tne New Mexico Uil i
Conservation Commission statutes and regulations. I
€. That upon an order being enterz2d by the New Mexico
0il Conservation Commission approving said Unit Agreement, and
after approval thereof by the Commissioner of Public Lands of the
State of New Mexico, an approved copy will bhe filed with the New
Mexico 0il Conservation Commission. A
WHEREFORE, the undersigned applicant respectfully requests
that a hearing be held before an examiner on the matter of the I

approval of said Unit Agreement and that upon said hearing, said




D

Unitc Agreemeni wve approved
Commission as being in the interest of conservation and the
preventlion of waste.
, =
DATED this /@ day of} ., 1963,
\{ Respectfully submitted,
UNION OIL COMPANY OF CALIFORNIA
/x

B

orney

HERVEY, DOW & HINKLE

Attorneys for Union 0il Compaﬁy of California
P. 0. Box 10
Roswell, New Mexico
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THE WEST MoDONALD UNIT AGRERMENT \Xj?{
LEA COUXTY, NEW MEXICO ‘

New Maxieo 011 Conservation Commission
Santa Fs, Mew Mexico

the wndersigned attormeys, Hervey, Dow & Hinkle of Roswell, New
Mexieo, and Tilss herewith three copies of the proposed Unit

tnit Area, Lea County, New Mexicc, and hereby m.. application
for approval of said Unit Agreement ag provided by law and the
™iles and regulations of the New Mexice L4l Conssrvatlion Com-
nission, and in szupport thereof showsi

1. That the preposed unit area covered by said agree-
ment ombreces 2,320 acres situated in Towmship 14 South, Range

an e P Qe o -—

. B oo e . . Y, .
ARN vy lo’l. Ho, wore chw J UUBGILWEU QAU i Visvwp

(4)
e

Township 14 South, Range 35 HEast
Section &4: 3SW: and WiSEd
Sention 53 SE#

Section 8: All
Seation 9t All
Section 103 Ag
Section 17: N§

containing 2,32C acres, more or less.




2. That the lands sabraced in the proposed unit consist
of 2,280 acres of State land and 0 acres of fee land.

3. That applicant is inforwmed and bBelieves and upon
sash inRdorwmticn and bellel statss that the proposed unis area
eontains all or substantially all of the geological or geophysical
feature involved and that in the event of the discovery of oil or

S48 thereon that said Unit Agreement will perwmit the producing srea

to be developed and opsrated in the interest of conservation and
the prevention of waste of unitized substances.

&, That it is contemplated that applicant will be the
Operater of the unit area and it ip proposed to drill a test well
theroon purmmant to and to the depth provided by Sestion 8 of
the proposed Unit Agreement.

5. That applicant believes that in the event oll ¢r gas
in paying quantitiss is discovered on the lands within the unit
area, that the pool or field can bé dsvelopad wore svencwically
and efficiently under the terms of said Wnit Agrewment, O the end
that the maximum recovery of unitized subdstances will be obtained
and that said Unit Azresment is in the interest of sonssrwvation

and the prevention of waste as contexplated by the New Mexico 01}
Conservation Commission atatutes and regulations.

3 el j - TN .

0il Conservation Commission approving seid Unit Agreement, and
after approval thereof by the Commiasioner of Public lands of the
State of New Mexico, an approved copy wili be filed with the New
Mexice 011 Conservation Commission.

WHERRFPORE. the undersignad applicant respectiully requests
tiat & hearing be held befors an cxaminer on the mtter of the
appevvalr of said Uais és'ﬁmt and that upon said hearing, said
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BEFORE THE QI.. CONSERVATICR COMRISSION
STATE OF NEW MEXICO

APPLICATION FOR APPROVAL OF
THE WEST MoDOMALD UNIT AGREVPMENT
LEA COUNTY, NEW RMEXICO

Rew Mexiosoc Oil Conserwvation CO-SIIiM
Santa Fs, New Mexico

Comes UNION OIL COMPANY OF CALIFORNIA, asting by and through

the undersigned attomeys, Hervey, ow & Hinkle of Roswell, New
Mexieo, and files herswith thre« coples of the proposed Unit
Agreenen®. for the development and cperation of the West MoDonald
Unit Arsa, Lea County, New Mexico, and hereby makes application
for approval of said Unit Agreement as provided by iaw and the
ruies and rez:iations of the New Mexico 011 Jonservation Cen-
migmion, and in support thereol shows:

1, That the propused unit ares covered by said agree-
S5nt Sawodl €,30U soTres fituated in Towmship 1k Scuth, Range

'35 East, N.K.P.M., aore par™:icularly described as 7ollows:

Section: 4: 5SW¢ and WESED
Section 5: 3E$
Section 8: All

Seation 9t Al)
Section 163 N4

[ Y PO

Ssevion iTi Ny

containing 2,320 acres, more or less.




2. Dat the lands embruced in the propesed unit consist
of 2,300 acres of State land and 80 asrec of fee land,

2. That applicant is inforwed and bslisvse and upon
sueh infermation and Helisl states that the proposed unit area
oontains all or sudstantially all of the geclogioal or geophysical
feature invelved and that in the event of the discovery of oil or
gas thereon that said nit Agresmint will permit the producing arva
to be developed and operated in the interest of conssrvation and
the preveniion of wmate of unitined substances,

A, That it 1is contesplated that agplicant will be the
Opcraior of the unit area and it is proposed $0 drill a test well
theresn pursuast $o and te the denth provided by Section 8 of
the proposed Unit Agreeasnt.

5. That appilcant Balisves that in the event oil or gas
in paying guastitise im dissoversd on the lands within the wnit
area, that the pool or field can be devoioped more esonomisally
and efficiently under the torme of BAId TNit Agivessas; ¢ the and
that the maximis recovery of unitised substances will be obtained
and that sald Unit Agresasnt is in thw interest of conservation
and the prevention of waste as concemplated by the New Mexico 01}
Conscrvation Commission statutes and resgulations.

Ge That umom an order being entared by the New Mexise
011 Comaerwat' n “ocission appreving maid Unit Agreement, anl
aftcr approval thersof by the Comxissioner of Public lands of the
State of Jew Maxico, an approved copy will de filed with the Mew
Myxiso Cil Comserwation Commisaisn.

VEEREVORE, She undersigned applicant respectfully requests
that & heaaving be held before an exaniner on the mtter of the
BPPTOVRL O WIS vais rgeoosit =4 thet uman maid hearing, said



Ynit Agreemsnt e appIoved My the New Naxioco 01l Comserwation
Commission a3 baing in ¢he intarest of oconserwvation snd the
FEevention of waste.
DATED ente_ Taay of L .., 1963.
T espestfully submitved,
INION OXL, COMPANY OF CALIFORNIA

C Q, &,',, ot
Bys Al

—AGToTNey
RERVEY, DOW & MINKLE
.
B
Attcaays for Unlen 011 Cospany of California
P. O, Bax 10

Regwell, Mew Mexiss

T



CASE Mo.
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2836
R-2509

APPLICATION OF UNION CIL COMPANY
OF CALIFOREIA FOR APPROVAL OF THE

BY THE COMIISSION:

This cause came on for hearing at 9 o'‘clock a.m. on
June 26, 1593, at Santa Fe, New Mexico, before Daniel 5. MNutter,
Examirer duly appointed by the Oii Coasexvation Commission of mew
Mexice, nereinaftss refaixed vo as the "Commission, " in accord-
ance with Rule 1214 of the Commission Rules and Regulations.

NO¥W, on thig__2nd day of July, 1963, the Commission,
» guorum being present, having ccasiderxed the application, the
evidence adduced, and the recommendetions of the &u.m.ne:,

- F- e B TY RPN N e — T
mnial S ﬁ;'!*”a-' -—". k—-..."_‘ --1-1 u-viﬂw b“‘ ‘-'.W“ Fm‘e.,

EINDEs

(1) That due public notice having been given as required by
w, the Cosmissiom nas jurisdiction of this cause znd the subject

1au

{2) That the applicant, Union Oil Company of California,
secks approval of the ¥West McDonald Unit Agreement covering 2,320
acres, more or less, of State ond Feo lands in Township 14 South,
Range 35 Bast, NMPM, lea County, New Mexico.

{33 ’f::i approvel of e pruposed West NoDORals Unit Agree-
ment will in px iple tend to promote the conservation of otl and
gas and the prevention of waste.

IS "ORE D
(i}

approved.

(2) That the plan under which the unit area shall e oper-
ated shall be embracad in the form of a unit agreement for the

That the west mcoonald Unit Agreement 1is hereby
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development and operation of the West NcDhonzld Unit Area, and
such plan shall be known as the West McDonald Unit Agreement
Plan.

(3) Thnat the Weat McDonald Unit Agrsement Plan is hereby
approved in principle as a proper conservation wmeasure; provided,
however, that notwithstanding any of the provisions contained in
said unit agreement, this approval shall not be conaidered as
waiving or relinquishing, in any manner, any right, duty, or
obligation which is now, or may heZeax.2t ba, vested in the 0Oil
Consexvation Commission of New Maexico by law relative to the
supervision and control of coperations ior the axploratioa and
development of any lands committed to the Weat McDonald uUnit,
or relative to the production o0i oil or gas therefrom.

(4) (a) That the unit arxrea shall be:
WEBW MEXICO PRINCIPAL MERIDIAN

IRA COUNTY. HNEW MEX1iCO
TOWNBHIFP 14 SUUTH, SANGE 35 EAST
section 4: SW/4 and W/2 SE/4
section 5: SE/4
Section 831 All
Section 913 All
Section 16: N/2
Saction 173 N/2

containing 2,320 scrsa, =0Ye or less.

{b) That the unit arsa may be enlarged or contracted
as provided im szid plan; provided, however, that administrative
approval for oxpansion or comtraction of the unit area =ust alss
be oktained from the Secretary-bDirector of the Commission.

{3) That the unit operator shall file with the Commission
an executed original oxr sxecuted counterpart of the West McDonald
Unit 2greement within 30 days after the effective date thereof.
In the avent of subsequent jcinder by any party or expansion or
contraction of the unit area, the unit operator shall file with
the Commission within 30 days thereafter counterparts of the
unit agreement reflecting the subscription of those interests
having joined or ratified. ‘

(6) That this order shall becoms effective upon the approva
of said unit aareement by the Commissionsr of Public Lands for the
state of Neaw Mexico and shall terminats ipeo £ACto upon the Termr-
nation of said unit agreemenrt. The last unit operator shall notif]
the Commission immadiately in writing of such texmination.

—pr—

oy




(7) That jurisdiction of this couse is retained for the
antyy of such further ordera as the Commission may deem necessary.
ToBRE &% SSnt: F2, Now Mawion., on the dav and year herein-

W G e o -

Il above designatad.

STATE OF EEW MEXICO
OIL CONMSBERVATION COMMISSION

e AR b

L~

Uf e, )

< .

A. L. PORTER, Jr., Meaber & Secretary

.nxs




