CASE 28373 Application of CONTINENTAL
/ ¢or approval of the EASTCAP QUEEN
POOL UNIT AGREEMENT , Chaves County.
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o | o Unit Name BASHCAP QUFEN POOL UNIT. (WATERFLOOD) o @\
Operator _cONTINENTAL QIL COMPANY . @ ,
SUBSEQUENT JOINDER | County  CEAVES - .
12-21-64 ,
STATE LEAST  INSTI- N RATIFIED ACREAGE
TRACT NO.  NO. TUTION SEC. TWP. RGE. SUBSECTION DATE = ACRES NOT
| _ . | RATIFLED LESSEE
5 K-4496 c.5. 35 145 31E NW/4NW/4 1-1-64 40.00 CONTINENTAL OIL CO
- v _-A\H \




Unit Neme pasmeap QUEEN PooL UNIT (WATERFLOCD)
Operatcr CONMTINENTAL OIL. COMPANY
nocﬂﬁvw OE;\MW _ x
DATE OCC CASE N0, 2837 EFFECTIVE TOTAL SECRESATION
APIRAVED QCC_QORDER N0, R~2515 DATE ACREAGE STATE FEDITRAL INDIAN-FEE CLAUSE TERM
Comnissioners; OCC: July 9, 1963 11-1-63 1,480.00 1,320.00 e -0- 160.00 Yes Indef.
l10-1-63
UNIT AREA o | .J.. .
TOWNSHIF 14 SQUTH, gZQmu 31 EAST, NEW MEXICO PRINCIPAIJ, uaw.wHUHP.ZQ -
Section 22. E/2SE/4
Section 23: w/2sw/4
Section 27: all . R
Section 34: NE/4Nw/4, S/2NW/4, swW/4, E/2 . A S : L
Sec:iion 35: W/2,39/4 R A S T




Unit Name EASTCAP QUEEN POOL UNIT (WATERFLOOL)
Operator CONTINENTAL QIL COMPANY

County CHAVES
STATE LEASE INSTI- _ . RATIFIED ACREAGE

TRACT NO. NO, TUTION SEC, TwP., RGE, SUBSECTION DATE ACRES NOT .

___RATIFIE LESSEE
3 B-8459 C.S. 27 14s 31E N/2NE/4 9-10-62 80,00 Gulf 0Oil Corporati.
| 4 B~-8459 n.mu 27 l4s 31E w/z, Z\Nmm\pr w\NZM\A 4-30-63 480.00 Gulf 0il Corporati
4-1 B-8459 C.S. 27 14s  31E S/2SE/4 4-30-63 80.09 Gulf 0il Corporati
e E=5444———C387——=35=——148—31E—= _M.zg NW/4NW/ § === 40500~ R. W. mm»wlanlllim
6 E-5364 | c.S. 34 14s .. 31E E/2 9-23-63 320.00 Continental 0il Cc
7 E~1467 c.S. 34 14s  31E zm\wzs\a 9-24-62 40.00 Texas Pacific Coal

‘ _ & 0il Company
8 E-7662 c.s. 34 145 31E S/2N0/4, SW/4 4-30-63 240.00 Gulf 0il Corporati
9 E=3277 c.S. 35 145  31E | SW/4NW/4 9-17-63 ¢0400 Phillips Petroleun

Company
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ALEX J. ARMIJC
COMM i SSIONER

P. O. BOX 1148
SANTA FE, NEW MEXICO

MK Mk

m. m.

P, O, Dom 1978

Nebha. Naw Mamice $8340
Ra: Zesteap Queen Poel Unie

TERCEBRATION
Chavas Couaty, Bew Mexice

ATTINTION: Wx. W, €, N‘tt-w

Gont Lenon ¢

The Basteap Quasn Pool Unit wes S55rcved o= Oecabar 1. 1043,
sifestive &5 of Novamber 1, 1973, mmmmmmt
cpevatians ave we loagor profitzble. fasaihe or ia the interest of
ssmsarvetion,

Your Momthly Opcratcr's Report filed with che New Maxico Of}

1m.mm-xm—- $34 barvels. It alse shows cthat
this report wuld be the fimal repert since the proparty has been seld,

Yndor Artiele 17.1 it states thet “the term of this Agresmssx shsii
be for siad during the tims thet Unitised Substances ars predusad in payisg
quantities and a8 loug thersafier as érilling, vewarkiag or other
opareticus ars pwescsuted without sessatise of more then Rimsty (99)
conpeswlive Gige”.

12 view ¢f the sbowe the Commissisnsy of Pblic laands hes thias
dats temmimsted your Bsetoap Quesn Pesl Unit offcetive as of Hevember

M.
Plonse netify all iaterestsd partisz of thic setism.,
VYery truly yours,
RAY D, GRANAS, Divester
01} and Oae Depsytasat
AJA/230/s
cc: 0(2-Santa Fe, New Mexico -
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CONTINENTAL OIL COMPANY

P. O. Box 460

Hoses, NEw Mexico 88240

1001 NorRTR TURNER

PaopucTION DFPARTMENT TELEPHONE 393-4141

Hosss DIVISION March 9 . 1970
L. P. THOMPSON

Division Manager
G. C. JAMIESON
Assistant Division Manager

The Commissioner of Public Lands
State of New Mexico

P, 0. Box 1148

Santa Fe, New Mexico

New Mexico 0il Conservation Commission ¢~
P. O, Box 2088

Santa Fe, New Mexico

Gentlemen?

Subject: Transfer of OQuner
Chaves County. New

i I'l

hip = Eastcap Queen Pool Unit
Maxico

Continental 0il Coxpany and the other Working in-
terest Owners in the Eastcap Queen Pool Unit are completing
arrangements to transfer their interests in the unit to Mr.

LU, W, Trainer. This transfer gof intsressi is o vecoms ef-
fective April 1, 1970, Continental 0il Company hereby gives
notice of its intention to resign as unit operator of the
Eastcap Queen Pool Unit, effective concurrently with the trans-
fer of ownership. Mr., C, W, Trainer will assume the duties of

unit operatsr at that time,

Please advise if there is other notice or other
instruments which need to be filed with your offices in order
tc accomplish a smooth transfer of unit operations,

Yours very truly,

LPT-VM




september 27, 1963

Comtinental 0il Company

P. 0. Box 1377

Ras Eastcap Queen Pool Unit
Chaves County, New Mexico

attentions MNr. A. B Slaybaugh

Gentlemen:

The Commissionex of
of October i, 1963, the

County, Wav Mexico.

public Lands i@ approving as

Eastcap Quean Pool Unigt, wes

We ars handing to your Nr. Vic Lyon sevan sriginally

wigned Certificates of Approval.

Please furnish us copies of Cc-110 on all
Also copy of C=3113 Cpsrators Honthly Report.

Enclcsed is official Receipt Ho. G-1515% in the amount
of Twaenty Pive ($2%.00) pollars whichk covers the filing fes.

units wells.

Very truly Yyours,

e, 8., JOENNY WALKER
COMNISSIONER OF PUBLIC LANDS

»

BY:
(Mrs.) mazian - ohaa. Superviser
ynit Nivisiom
EsSW/mmzx/v

encl s
5i1 Comasrvation Coomission

CC! Viae W
tanta Pe, New Mexico




FARMINGTON, N, M,
PHONE 325-1182

YE, N. M,

PHONE 983.3971

BANTA '

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.
PHONE 243.6691

BEFORE THZ
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
June 26, 1963

EXAMINER HEARING

IN THE MATTER OF:

- Application of Continental 0il Company
for a unit agreement, Chaves County,
New Mexico. Applicant, in the above-
styled cause, seeks approval of the
Eastcap Queen Pool Unit Area comprising
1480 acres of State and Fee lands,
located in Township 14 Scuth, Range 31
East, Chaves County, New llexico.

” ,,,._-...-*_
; .

Case 2837 ™

Application of Continental 0il Company
for a waterflood project, Chaves County,
New Mexico, Appiicant, in the abvove-
styled cause, seeks authority to institute
a waterflood project by the injection of
water into the Queen formation, Caprock
Queen Pool, through 17 wells lccated in
Sections 22, 23, 27, 34, and 35, Town-
ship 14 South, Range 31 Bast, Chaves
County, New Mexico.

n em e @s AN BE B Gm MR W Sm e M Gm G MR MR R Gm WE S s an wm  we W

Case 2838

L N Vuvh/vvvvvvvfa'&vvvvv

BEFORE: Daniel S. Nutter, Examiner.

TRANSCRIPT OF HEARING

MR, NUTTER: The hearing will come to order, please.
We will call Case 2837. Application of Continental 0il Company
for a unit agreement, Chaves County, New Mexico. We will also
call Case 2838, Application of Continental 0il Company for a

waterflood project, Chaves County, New HMexico.
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PAGE 3

FARMINGTON, N. ™,
PHONE 325-1182

ICE, Inc.

SANTA FE, N. M.
PHONE 983.3971

_MEIER REPORTING SERV

DEARNLEY

ALBUQUERGUE, ™, M.
PHONE 243.6691

MR, KELLAHIN:Z 1f the Examiner please, Jason Kellahin,
Kellahin & FoX, Santa Fe, representing the applicant. I would
1ike at this time to move that the two cases are congolidated for

the purpose of receiving testimony OnRlye

QT

-~
[o 4

Jte

MR, NUTTER: Is there objection to consclidat

Ccases 2837 and 2838 for the purposes of taking testimony? The

cases will be consolidated.

-

MR, KELLAHIN: We have two witnesses we would like to
have sworn, please.
(Witnesses SWOITl. )
(Whereupon, Applicant?'s
Exhibits 1, 2 & 3=¢
were marked for iden-

tificaticne.)

YICTOR T. LION

called as a witness, having been first duly sworn, testified as

follows:

DIRECT EXAMINATION

vy

BY MR. KELLAHIN:

Q Would you state your name, please?
A Victor T. Lyon.

Q By whom are Yyou employed and in what position, Mr.

A Continental 0il Company, as Senior Engineer located in

Roswell, New MexAlTT.

e —————— i

&
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FARMINGTON, N, ™,
PHONE 32%.1182

SANTA FE, N. M.
PHONE 9383.397"1

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,
PHOME 243.6691

Q Have you previously testified before the 0il Conser-

vation Commission and made your qualifications a matter of

record?
A Yes, sir.
MR, KELLAHIN: Are the witnesst's qualifications accept-
able?
MR. NUTTER: They are.
Q Mr. Lyon, are you familiar with the appiication of

Continental 0il Company in Case No. 2837 pertaining to the East-
- cap Queen Pool unit agreement?

A Yes, sir,.

Q Are you familiar with the unit agreement?

A Yes, sir. |

Q Referring to what has been marked as Exhibit No. 1,
would you identify that exhibit, please?

A Exhibit No. 1 is the unit agreement for the Eastcap
Queen Pool Unit. The copy which I am submitting today differs
slightly from the one which was forwarded with the application in
that Exhibits A and B have been revised.

Q What was the character of the revision of those two
exhibits?

A Several of the tracts have changed their designation

due to the fact that Gulf 0il Corporation exercised a preferential

&
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E, Inc.

DEARNLEY-MEIER REPORTING SERVI(

FARMINGTON, N, M,
PHMONE 323-1182

1.3971

BANTA FE, N. M,
PHONE 98

ALBUQUERGUE, N, M
PHONE 243-6691

PAGE 5

right that they had to take over some of the properties, and
these changes in ownership have been shown.

Q They amount only, then, to changes to reflect the

dimm=ma ted Armarchin?
Cliallg e dia UWaeTd '..-....p:

A Yes.
Q It didntt materially change the unit agreement itself,
did it?

A No, it did not.

Q Would you refer to what has been marked as Exhibit 2
A and identify that exhibit, please?

A Exhibit 2-A is a copy of the plat which was submitted
with the application with some sligit aaaitions.

Q Was the exhibit attached to the application marked
Exhibit 2 on the application, is that correct?

A Yes, 1T was,.

Q And 2-A, then, is a revision of Exhibit 2 submitted
with the application?

A Yes, sir. Exhibit 2-A shows the unit area and the
lands within two miles of the unit. The unit is outlined in red.
There are two other units adjacent to the proposed unit, the
Dricky Queen Sand Unit is shown outlined in yellow and the
South Caprock Queen Unit is shown outlined in green.

Q 'nen the propusea Lasteap Queen Unit fits in with the

®
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FARMINGTON, N, M,
PHONE 2325.1182

A

E, Inc.

f

SANTA FE, N. M.
PHONE 987 3971

DEARNLEY-MEIER REPORTING SERVIC

ALBUQUERQUE, N, M.
PHONE 243.6691

other units in the immediate vicinity, is that correct?

A Yes, sir. The Eastcap Queen Pool Unit occupies a
portion of the area which was, by the wording of Order R-1728,
I believe it is, which established the South Caprock Queen
Unit. This unit which we propose was included in the lands de-
scribed as a part of that unit, but the acreage which we are
proposing to unitize here in this applicatien are tracts which
are non-qualified tracts for that unit and Union 01l Company of
- California, the operator of the South Caprock Queen Unit is pre-
paring to reduce their unit area to conform with what we show on
here.

Q  Now, the Eastcap Queen Unit -- first, would you
describe the unit area in general terms, Mr. Lyon?

A Yes. The unit area is proposed to consist of the East
Half of the Southeast Quarter of Section 22, the West Half of the
Southwest Quarter of Section 23? all of Section 27, the East
Half of Section 34, the Southwest Quarter of ‘Section, let me
describe Section 34 again, the East Half, the Southwest Quarter,
the South Half of the Northwest Quarter and the Northeasﬁ Quarter
of the Northwest Quarter of Section 34, and the West Half of the
Nortowest Quarver of Section 35, all in Township 1i Soutn,
Range 31 East,

Q Do you know what the total acreage is?

®




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.

FARMINGYON, N, ™M
PHONE 325-1182

BANTA FE, N. M.
PHONE 963.3971

PHONE 243.A691

PAGE 7

A Yes, sir, the acreage is 1480 acres.

Q Now, none of this acreage has been actually committed
to the unit operated by Unicn, is that correct?

A No, it has not.

Q What vertical interval is being unitized by this unit
agreement?

A We propose to unitize the Artesia Red Sand which is

found in the Continental Oil Company State R-34 Well No. 4 be-

tween the depth of 3,053 feet and 3,105 feet. This log we have
and would like to introduce as Exhibit No. 3-¢. By inadvertence
we failed to include that log as onec of the logs submitted with

the applicationjsince it is the type log described in the unit

agreement we would like to offer it into evidence at this hearing.

MR. NUTTER: Thatts on the R=34 No. 4?
A Yes, sir.
Q The log submitited with the application was a different
type log of the same well, was it not?
A No. It was a log we had submitted logs of two other
wells which are injection wells.
g ; NUTTER: What is the top of the Artesia Red Sand?
A The top is 3,053 feet and the bottom is 3,105 feet.
fMit, NUTIBR: Tuanii you.

Q Thatts in the State R-34 Well No. 4 that you are




DEARNLEY-MEIER REPORTING SERVICE, Inc.

BANTA ME, N. M, FARMINGTON, N, M
PHONE 325.1182

PHONE $63.3971

\LBUQUERQUE, N, M
PHONE 243.6691

PAGE 8

referring to?

A fes, sire.

Q What is the purpose of this unitization, Mr. Lyon?

A The purpose is to place the working interest and the
operation of the area in such a position there we can conduct

waterflood operations.

Q Who is the unit operator?

A Continental 0il Company has been designated the oper-
ator,

Q Have all the working interest owners in the Eastcap

Queen Unit been given an opportunity to join the unit?

A Yes, they nave.

Q Have they joined the unit?

A All operators have joined the unit with the exception
of R. W. Fair, wiio owns the tract which is ﬁhe Northwest Quarter,
Northwest Quarter of Section 35, and Biil Sheldon, who operates
the West Half of the Southwest Quarter of Section 23.

Q What percentage of the work;ng interest owners have
agreed to joln the unit? | ’

A Approximately 91%.

Q Does the unit agreement provide for further expansion

of the unit area?

A Yes, it does. Article 11, pages 5 and 16 of the
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FARMINGTON, N, ™M,
PHONE 325.1182

BANTA FE, N. M.
PHONE 983.3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,
PHOME 243.669)

agreement provide for enlargement of the unit area.

Q Does it also provide for subsequent joinder of work-
ing interest and royalty interest in ine unit?

A Yes, sir. Article 8.2 on page 13 provides for sub-
seqdent joinder of working interest and royalty owners to the
unitc.

Q On what basis do the various tracts in the unit par-
ticipate?

A Article 8 on pages 1l and 12 set out the means by
whicihh Uhe tract can qualify, The unit participation is based
on a split formula, a primary phase and a seéondary phase. The
primary phase will extend from the forimaticn of the unit until -
such time as 350,000 barrels of oil have been produced from the
unit area subsequent to August lst, 1960. The secondary phase
will start from that ppint and continue until the dissolution of
the unit. ) .

Q Does the unit create an initial participating area
which is different from the unit area?

A No, sir. All tracts which elect to join the unit
will be in the initial parbifipating Area.

Q When does the unit agreement become effective?

A It becomes effective as of 7:00 A.M. on the first day

of the month following the ratification of the agreement by




DEARNLEY-MEIER REPORTING SERVICE, Inc.

BANTA FE, N. M,
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working interest owners of 80% of the unit area and the approval

of the agreement by the State Land Commissioner and the New

Mexico 0il Conservation Commission.
Q What lands in the unit are Federal, State and Fee?
A The State lands coiiprice apnroximately 1320 acres or

89.19% of the unit, and two tracts having 160 acres or 10.,18% of
the unit area are Fee lands. There are no Federai lands in
the unit.

Q I believe you already stated that 91% of the working
interest owhers have tentatively approved the agreement, is
that correct?

A Yéé, sir.

Q Have you received approval as té form and content from
the Commissioner of Public Lands?

A Yes, sir, we have.,

Q Is the form of this unit agreement essentially the
same as agreements previously approved by the Commission?

A Itts my understanding that this form has been_approved
by the Commission previously. This is essentially the API
standard form and it has been submitted to the Land Commissioner
and certain changes have been made at his request.

Q I dontt belisve T asked you as to the approval of the

rovalty owners. What is the status of the agreement as to




FARMINGTON, N, M,
PHONE 325-1182

T'ING SERVICE, Irc.

!
i

SANTA FE, N. M.
PHONE 983.3971

DEARNLEY-MEIER REPOR

ALHUQUERQUE, N, M.
PHONE 243.6691

royalty ownership?

A Well, of course, we have approval by the State Land
Cormissioner as to form which comprises the large majority of
. I do not believe that we have approval from any
of the royalty interest other than the State.

Q In your opinion does this agreement contain the

elements normally found in agreements affecting State lands?

A Yes, sirs
Q Will it prevent waste in your opinion?
A Yes, sir. In my opinien it will prevent waste and

which is always possible by a compact area being onerated by
éi?gle'apérator. Further, it will be more efficiént in that we
can collect the production into a central tank battery with the
elimination of unnecessary eqQuipment; the recduction of vaper
losses and other savings which are possible by such an arrange-
ment.

In addition to this it will permit us to waterflood this
area, which will result in the recovery of a considerable amount
of 0il, which otherwise would not be recovered.

Q Mr. Lyon, Exhibit Wo. 1 3is ths fiyw ol unic égreement
as it has been amended and were Exhibits 2-2 and 3-c prepared

by you or under your supervision?
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FARMINGTAN, N, M,
PHONE 32%5.1182

SANTA FE, N. M.
PHONE 982.3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERC JE, N, M,
PHONF 2 13.6691

A Yes, sir.
MR. KELLAHIN: At this time I would like to offer in
evidence Exhibits 1, 2-a and 3-c,
MR. NUTTER: Exhibits 1, 2-a and 3-c are admitted in
evidence,

(Whereupon, Applicantts Exhi-
bitg 1, 2-a & 3=-c were offer-
ed and admitted in svidence,)

MR. KELLAHIN: That's all the questions I have of this
witness.

MR. NUTTER: Are there any questions of Mr, Lyon?

MR. DURRETT: Yes, sir.

MR. NUTTER: Mr. Durrett.

CROSS EXAIMINATION

BY MR, DURRETT:

Q I want to get straight on the status as to this acreage
formerly being approved as a part ol a unit, am I correct it was

part of the South Caprock Queen Unit as approved»by the Commis-

sion?
A As described by the Commission'é order.
Q As described by the order?
A Yes, sir.
Q Would you give me that order number?
A I believe it was R-1728,




FARMINGTON, N, M,
PHONE 232%.1182

SANTA FE, N. M,
PHONZ 983.397

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, N, M,
PHONE 243.3691

PAGE 13
MR, KELLAHIN: That's correct.
Q 17287
MR. KELLAHIN: Yes, sir.
Q You stated that Union 0il is the operator?
A Yes, sir.
Q And that they will be willing not te include this
acreage within their unit, is that correct?
A Yes, sir, that is correct.
Q Have you requested from them a letter or anything,

what I'm interested in, I want to get something in the Commis-
»sion's official files to show that they will not go ahead and try
to unitize this area and that you can go ahead and proceed with
it. Do you have a letter or anything to that effect?

A I have a letter which they have furnished us which is
a proposed letier ©c the lnited States Geological Survey, which
since they're Federal lands in their unit, the contraction of the
unit must be approved by the United States Geological Survey.
This has not been mailed as yet, but they have advised us that
‘they will furnish you a‘copy at our request.

Q Would you request that they furnish us a copy and also
I imagine the State Land Oilice wculd like to have a copy of the
letter showing that-they're going to contract their unit?

A Yes, sir.
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FARMINGTON, N. M,
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Q Would you have any objection from the standpoint of

o]

your company, for us to withihold approval of this unit until we

do have such a letter in our file?
£

A That will bc satisfactory.

BY MR. NUTTER:

Q Mr. Lyon, the participation in this unit is going to
be, in other words, the entire unit area is a participating
area?

A Yes, sir.

Q That is the acreage which is committed to the unit.
You said that you had two tracts in which you haven't had agree-
ment by the operators to join the unit?

A Yes.

Q That would be Tract No. 1 in the West Half of the
Southwest Quarter of Section 23, thatts the Shelton tract?

A Yes, sir.

Q And Tract No. 5, the Fair tract in the Northwest,
Northwest of 357

A Yes, sir.

Q Have those operators indicated that they wouldntt
join the unit or they just simpiy havent't done it yet?

A They simply haven't done it yet.

wticipate that theyv will come in, or do you
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FARMINGTON, N, M,
PHONE 32%.1182

BANTA FE, N. M,
PHONE 883.3971
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ALBUQUERQUE, N. M,
PHIDNE 243.6691

A We think that they will, but of course, this unit
provides if they do not, they can come in within six months after
the elfective date of the unit. On the same basis that they can
at the present time, or until the effective date.

Q If they come in after the six months~-period, then the
perimeters have to be renegotiated Tfor them?

A Thatts true. They would have to be negotiated into the
unit. As far as those tracts which are unitized within the
effective date and six months therealter, their participating
interest will be proportional to that shown on Exhibii A.

Q Now, Exhibii A divides up the participation among the
tracts both primary phase and secondary phase?

A Yes.

Q And it includes Tracts No. 1 and 5?

A Yes.

Q Would this participation have to be revised upward in
the event that these two operators dontt dedicate these two
tracts?

A Yes, sir, tney would he revised up in proportion to
their present participation so that the total interest of the

unit would total 100%.

Q I see. The only thing that is being unitized 1is the

®
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Artesia Red Sand between the marks on the log of the R=34 No. 4
at 3053 and 31057

A Right.

Q Referring to Ixhibit No. 2-a, Mr. Lyon, this area to
the Northwest of your proposed unit which lies between the Dricky
Queen Unit and the South Caprock Queen Unit, is that contained
in a unit at the present time?

A Not at the present time. It is my understanding that
a unit is being formed in there by Phillips., I couldnt't say 2at
what time they would be up here, but it is my understanding that
it is actively forming at this time.

Q If thatts the Phillips Unit, I think that has already
been formea, ii I can testify.
MR. KELLAHIN: I think it has.

MR, NUTTER:
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A -

may be excused.,
(Witness excused.)

{Whereupon Applicantts
Exhibite ) - 11, with &
A through Q were marked
for identification,)

DAVID L. BOWLER

called as a witness, having been first duly sworn, testified as

follows:

-

®
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DIRECT SXAMINATION

BY }MR. KELLAHING:

Q Would you state your name, please?

A David L. Bowler.

Q By whom are you emploved and in what position?

A By Continental 0il Company as a production engineer in
Hobbs, New Mexico.

Q Have you ever testified before the 0il Conservation

Couinission of New HMexico?

A No, sir,.

Q For the benefit of the Examiner would you outline your
gducation and e#periencc a3 a professicnal enginser?

A I received a degrce of Petroleum Engineer from Colo-

rade Schoel of Mines in May, 1958. Since that time It've worked

for Continental 0il Company in producticn engineering, the

" last three and a half years of which have been in Southeast New

" Mexico.

Q Have you been working in the area that is involved in

‘the application in Cases 2837 and 28387

A Yes, sir, for the last three and - half years I have.
Q Have you actively participated in the study of this

area in connection with this case?

Yeg, gir.

~=3
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o




DEARNLEY-MEIER REPORTING SERVICE, Inc.

SANTA FE, N. M.
PHONE 9683-3971

FARMINGTON, N, M,

ALBUQUERQUE, N. M,

PHONE 325.1182

PHONE 243.6691

PAGE

18

MR. KELLAHIN: Are the witnesst's qualifications accept-
able?
MR, NUTTER: Yes, sir.

Q Are you familiar with the Easicap Queen Pool Unit area,
Mr., Bowler?

A Yes, sir. Itve had experience in the area for the
last three and a half years. |

Q Now, referring back to what was marked as Exhibit No.
2-4 as presented by Mr. Lyon, would you explain that exhibit a
little further?

A Exhibit 2-A is a lease plat of the Eastcap Queen Pool
Unit area and surrounding areas. The outlines of the Eastcap
Queen Pool Unit and the two adjacent units, the Dricky Queen Sand
Unit and the South Caprock Queen Unit are shown also on this
plat.

Q Could you give us a brief histdry of the Eastcap Queen
Pool Unit area?

A Referring tc the area map marked Exhibit 2-A, the J. J.
OtNeil No. 1 Midland A located 1980 feet from the North line and
1980 feet from the West line of Section 8, Township 15 South,
Bange 31 East was completed November 19, 1954 as a discovery well
in what was then called the South Dricky Queen Pool., This well

was drilled to a total depth of 3131 feet and completed for an

®




jnitial potential of 461 barrels of oil per day flowing. This
was after being fractured with about 8,000 pounds of sand and
8,000 gallons of refined oil.

In 1955 the 0il Conservation Commission combined the South

- Dricky, the Dricky and the Caprock and North Caprock Queen Pools

FARMINGTON, N, M
PHONE 325-1182

and consolidated this as the Caprock Queen Pool. The Eastcap
Queen Pool Unit is a portion of what was originally the South
Dricky Queen Pool.

In the Fastcap Queen Pool Unit area itself the Guif BKC

No. 1, located 660 feet from the South and West lines of

Section 34, Township 14 South, Range 31 East was the first well

drilled within this area. It was completed November 7, 1955 for

SANTA FE, N. M.
PHONE 982-3971

an initial potential of 100 tarrels of oil por day. This well
was alsc fractured with 8,000 pounds of sand and 8,000 pounds of

crude oil. Since that time 32 producing wells have been com-

drilled within this area,

Development in the Eastcap Queen Pool Urit area was com-

DEARNLEY-MEIER REPORTING SERVICE, Inc.

pleted by July, 1958, Of the 32 producing wells within the unit

area, 13 wells were cased through the pay and perforated, the

ALBUGUERQUE, N, ™
. PHONE 243.6693)

remaining 19 wells were completed open hole by setting casing

just above the Artesia Red Sand. Ten of these 32 producing wells

- were fractured upon completion with 6 to 15,000 gallons of sand
L '

——

\




FARMINGTON, M. M,
PHONE 32%.1182

98:3.3971

SANTA FE, N, M.

PHON

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.
PHONE 243.669)

oil treatment,reported initial pulentlal Tangsd Irocm 41 to 900

barrels of oil per day. liost of these wells were completed
flowing, but were put on pump early in their life due to rapid
loss in bottom hole pressure.

Q What is the current daily average production in the
unit area?

A During April of 1963 the unit area averaged 148,5
barrels of oil per day with 27.4 varrels of water, and 8l.8 LICF
of gas per day. This gave an average GOR of 550 cubic feet per
barrel. The per well average is 4.7 barrels of oil per day.
Also the maximum daily production from any one well within the
unit area was 1l4.8 barrels per day during the same month.

Q At what stage of production would you say this area

is at the present time?

A I would say that it is in the advanced stages of
primary.
Q Calling vour avctention to what has been marked as

BExhibit 4, would you identify that exhibit and discuss it?

A Exhibit No. 4 represents the primary producing history
of the Eastcap Queen Pool Unit area. As can be seen on this
decline curve, the decline has been rather rapid, approximating
about 33% decline per year. The relatively low cumulative

production in this rapid decline indicates that production within

N
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this unit area is primarily by means of solution gas drive.
As is shown on the latest production shown on this cruve, which
was for February, I believe, of 1963, the monthly production

prog S
tha

-

.
i R -
€ WiT adv

. time was about 4600 barrels per monch.

L}

QA Are the wells approaching their economic limit, in
your opinion?

A Yes, sir, in my opinion they are.

Q Whatts the cumulative production within the unit area,
did you discuss that?

A As of May 1lst, 1963, the unit area had produced
1,363,353 barrels of oil, an estimated 014,000 MCF of gas.

Q A thousand MCF?

A Yes, sir, and 69,669 barrels of water.

Q What is Lhe API gravity of the oil produced in»this
Bastcap Queen Unit area?

A Gravities as réported to tne New Mexico 0il Conserva-
tion Comnmissicn range from 36 degiees to 38 degrees API.

Q Referring to what has been marked as Exhibit No. 5,
would you identify that exhibit and discuss it?

A Exhibit No. 5 is a structure map contoured on top of
the Artesia Red Sand section; as shown on this structure map, the
structure is dipping to the east at approximately 40 to 50 feet

per mile in the area of the Eastcap Queen Pool Unit.

®
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Q Have you made a volumetric study of the reservoir under;
lying the unit area?
A Yes, sir. Exhibit No. 6 represents an isopach map

contoured through the Artesia Red Sand and this represents a pay
section in that area. By plenimetering this isopach map, a
total acre feet of pay sand within the unit area of 5,491 acre
feet of pay was obtained;

Q Whatt's the average reservoir thickness in the unit
area?

A Approximately 3.7 feet.

Q And on what do you base this estimate?
A This is the total acre feet as plenimetered divided
by the number of acres within the unit area,

Q What other information did you have, Mr, Bowler, in
arriving at that?

A The acre feet of pay, 5,491 acre feet, is stated; also
average porosity core analysis of 21% was determined; the water
saturétion of 26.2% average from the log calculation,'and ini-
tial formation volume factor of 1.125 was obtained from a
reservoir fluid sample.

Q What percent of the original oil in place has been
produced in your opinion?

A As of May lst, 1963, approximately 23.3% of the

eg;%é
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original oil in place was produced.
Q Whatt's the average permeability of the Queen pay?
A The Queen sand reservoir averages approximately 230

millidarcies permeability. This average is obtained from an
analysis of 89 cores from 89 wells in and immediately surround-
ing the Eastcap Queen Pool Unit.

Q What's the present reservoir oil saturation?

A The present saturation is calculated to De approxi-
mately 53.8% of the pofe volume.

Q Is waterflooding of the Artesian Queen sand in the
Bastcap Queen feasible in your opinion?

A Yes, in my opinion it is. Such factors as the oil
saturation, at the present time the permeability, the porosity,
and primary performance and water saturation and depth are
generally favorable factors toward waterflooding.

Q Are there other successful waterflood operations in
the immediate vicinity of this unit? |

A As I understand, there are several floods being con-

ducted in the Queen sand that are successful.

Q Will waterflooding tend to prevent waste and conserve
ratural resources, in your opinion? ‘
A In my opinion it will, because by waterflooding

reserves will be recovered that could not be produced economically

-«
&/
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- or by any other means in the primary production.

_ Q You mean they just wouldnt't be produced at all unless
there is a secondary project, is that correct?
. i% A Yes, Sir.
B %Z Q How much oil will be recovered by waterflooding the
« 2 C
—_ Eé i Bastcap Queen Unit area?
3 Ei A Itts been estimated that approximately 1.1 millien
Ei parrels of oil will be recovered by secondary recovery by water-
- B% flood and this approximates about 80% of that recovered DY
- Eg primary life.
EE z% Q What is the predicted 1ife of this waterflood?
é% §§ A Approximately six and a half years.,
- £z
S Q What type of injection pattern do you propose o
§§ utilize?
g; A A modified 80-acre five spot. This is shown on
g% Exnibit 7, the green triangles representing the injection wells
' Ei in the area. As shown on here, there will be 16 producing and
;E i% one temporarily shut-in well converted to waver injection im this
B = é% pattern.
32
3% Q what type of flood is this going to be?
- A We intend to put in a full-scale flood.
- Q There will be no pilot flood program in this area, is
— that correct?

* - - ®
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A No, sir,.

Q Will there be adequate protection of all underground
water sources from contamination by water injection?

A In my opinion there will bve.

- Q Now, referring to the exhibits marked as Exhibit KNo.
8~A through Q, would you identify those exhibits, please?

A Exnhibits 8-A through 8-Q are schematic diagrams of the
casing programs of all proposed injection wells in the Eastcap
Queen Pool Unit. The size of the surface casing, the depth set
and the amount of sacks of cement usea arc snown, the oil string,

the depths set, the amount of cement used to cement it with, the

]

total depth is shown, and also the cement top behind the pro
duction casing is shown., |

These cement tops were obtained by temperature survey or
calcuiated as indicated on each one of these exhibits. The
method crossed out, or the method not crossed out to determine
the cemsnt top is the one by which it was determined on those
particular wells.

Q In your opiniocn does the casing and cementing program
of each of these wells protect adequately producing formations
and fresh water zones encountered in this area?

A In my opinioﬁ, yes, sir.

Q What facilities will be provided for quantity and




Inc.

r
1y

RVICE

,
/

Y-MEIER REPORTING St

DEARNLE

ALBUQUERQUIE, N. M.
PHONE 243.6691

FARMINGTON, N, M
PHONE 32%5.1:82

SANTA FE, N, M
PHONE 883-39'71

PAGE 26

pressure measurements of the injected water?

A Meters to measure the voluvme of water going to each
injection well will be installed, and also a system to measure
the injection pressure, surface injection pressure to each in-
jection well will be installed.

Q What injection pressures do you anticipate wiil be

necessary in this arca?

A ile anticipate a maximum pressure of 1500 pounds.

Q Whatts the anticipated water injection rate for this
flood?

A A mazimuwnm water injection rate of approximately a

hundred and two thousand barrels per month, or 250 barrels of
water per day per injectidn well is anticipated.
MR. NUTTER: What was that figﬁre again, please?

A It's a hundred two thousand barrels per month for the
unit, and 250 barrels of water per day per injection well aver-
age. |

Q What is the source of this water?

A The unit will securs water from an outside source.
The source, Continental has made an agresmont to secure water
for this unit at this time,

Q They have made an agreement, Is it your understanding

that some negotiations are still being carried on in connection

®
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with that?
A Yes, sir.

v mmam ]
T proaucce

iy

Q Yhatts to be done wiilh the

This water will be reinjected into the formation.

FARMINGTON, N, M
PHONE 325.1182
-

Q Whatts the total estimated water injection requirement
for the flood?

A Five million barrels of water will be required to com-
plete this flood, of which two million barrels will be produced,

water reinjected back into the formation.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ia Q So it will require something like three million bar-
oy
i3 . .
< rels of water from outside scurces?
| A Yes.
Q How many tank batteries are presently in use in the
Eastcap Queen Unit area?
2 A Presently there are 11 tank batteries.
: Q Will all of these tank batteries be necessary for the
_ - Zg operation?
‘ _ £ A No. One central tank battery for tie enlire unit
23
id would be much more efficient, this would mean a total of 16 pro-
ducing wells, or 33 proration units would be producing into

this one central pattery. automaiic cusiuly vransicr cguipment

Rl S o

- would be installed at this central battery to serve thcse wells,
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Q Referring to what has been marked as Continental's
Exhibit Ko. $, would you identify that exhibit, please?

A Exhibit No. 9 is a location plat showing the proposed
location of this central tank battery, and also indicated on it

are the flow lines %o, schematically indicated reflow lines to

FARMINGTON, N, “
PHOMNE 325.11£2

the producing wells within the unit.

Q Referring to what has been marked as Exhibit No. 10,
would you idenitify that exhibit, please?
A Exhibit No. 10 is a schematic diagram of the proposed

central battery installation. On this are indicated the indi-

5 vidual well test system, a normal production system, and ACT
<u location.
£2
* Q Is that type of tank battery an installation that has

heretofore been approved by the Commission?
A Yes, sir.
Q Referring to what has been marked as Exhibit HNo. 11,

P | reA1l

w U..Ld PASES

P

dentify that exhibit, please?

A Exhibit No. 11 is a schematic diagram of the proposed

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

ACT system for this central battery location.

PHONE 243.6631

Q Is that ACT installation one that is of a iype hercto-
fore approved by the 0il Conservation Commission?
- A Yes, sir.

- -

- @ I your cpinisn will any inequities arise from the
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installation of a central tank battery within this unit?
A No, since each lease or tract within the unit shares in
the total unit production on the basis of the set participating

percentages of the unit agreement, none would arise.

Q Will there be adequate test facilities to test the

individual wells in the unit from time to time?

A Yes., Facilities to periodically test in each indivi-

dual well production will be installed.

4o
'.—l

1 shis unit Ye operated under the provisions of
Rule 701 as a waterflood?

A Yes, sir.

Q What would be the maximum daily allcwable for the
unit according to your calculations?

A Based on the 33 proration units each having a pro-
ducing well or an injection well in a unit area, the maximum
allowable would be 1386 barrels of oil per day.

Q xiiibits 4 through 11 prepared by you or under

3

Were the
your supervision?
A Yes, sir.
MR. KELLAHIN: At this time we wonld li¥e tn offeorm
in evidence Exhibits L through 1l.
MR. NUTTER: Continental's Exhibits 4 through 11 are

admitted in evidence,

&




e

PAGE 30

FARMINGTON, N, M,
PHONE 325-1182

SANTA FE, N. M.
PHONE $83.3971

Y-MEIER REPORTING SERVICE, Inc.

v

!

N, M,

DEARNLE

ALBUQUERQUE,
PHONE 243.6691

(Whereupon, Applicant's Exhi-
bits 4 through 11 were oitfered
and admitted in evidence.)

Q ¥Will the pproval of this application for a waterfiood
project be in the interest of conservation and the prevention of
waste?

A Yes, since oil that will not be recovered by any
other means during primary life will be recovered, this will
prevent oil from being left in the ground.

T VETT AUTM Mmia
Iy e ES

At G A31I3S2AADA L dud
direct examination.

MR. NUTTER: Are tiaere any questions of the witness?

¥R. DUREETT: Yes, sir, I have a question or two.

CROSS EXAMINATION

BY MR. DURRETT:

Q I'm not sure I have your name correct, how do you

A B-0o~w=l-e-r.

Q Mr. Bowler, did you say now in your opinion that the
wells in this area are stripper wells?

A I believe I stated that they are approaching the
économic limit here, they are in the advance stage of primary

production.

Q Do you have any top allowable wells in there?

&£
S
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A No, sir,
Q What arc your better wells making?
A The maximum production during April, 1963, from any

one well was 14 plus barrels per day, I believe I have that.

MR, NUTTER: 14.8 I believe you said.

tal
e
FARMINGTON, N, ™
PHONE 325-1182

o~ JE A I believe thatts right, 14.8 barrels per daye.
Eg Q Thatts vour best wells that you have in the area?
~ .
§ A That's the best well in the area.
5% Q What are your poorer wells making, the worst ones,
L) '

some of the bad ones?

A Some of them have daciined U nothing.

—

Q Just not getting anything out of them?

BANTA FE. N. M.
PHONE 98:3-3971

A Thatt's right.
MR. DURRETT: Thank you, I think thatts all.

BY MR, NUTTER

Q This average of 14.8 barrels a day, was that the 4April

DEARNLEY-MEIER REPORTIM

average?
g -
ol i% A YeSo
g
g Q You stated that you expect a recovery of 1.1l million
2d

barrels, or 80% of primary, is this typical of the other floods
in the Caprocx Wueeu rowi’t
A I don't know. I don't know what their anticipated

recoveries are in these other floods,

®
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Q This is an independent c¢alculation made by Continental
without particularly studying the other floods in the pool then?

A Yes, sir.

Q Through Hay 1lst, 1963, the wells had made 1,163,000
barrels?

A I believe that was right. 1,363,053 barrels,

Q You computed that to be 1.23% of the original oil in

place?
A Yes, sir.
Q I believe you said you would be injecting at the rate

of 257 barrels per well per day?

A This is the maximum anticipated, or average anticipated
rate; yes.
Q Is that during the pericd of time you are getting fiil-

up or is this after you have got fill-up and the stabilized rate
of injection?

A This may occur during both times,

Q How long do you anticipate that it will take you to
get £ill-up here?

A T dontt have that figure right at my command right
now. ILI'm not really sure,

Q And you said that the source of water would be an

outside source. What do you mean, you are going to purchase

S
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water from one of these water companies that supply water or not?

A Possibly. e have had negotiations on a water source
and have had an agreement in the past, actually our water will
be determined by its availability when we start using it or
needing it.

Q At the present time Continental, however, has no water
rights and plans to drill no water wells in this particular area?
A We ourselves do not have any water rights or water

permits in the area right now.

-

Q This injection pattern that'!s reflected on your Exhibit

D

7, is that a pattern that is a continuation ¢f the existing

Y
1

pattern which is being used in the Unis

]

T
<0

(o]
1oL

to the Southwest

v

and by the Dricky Queen ficod to the Northwesi?

A To my knowledge, I belileve vuat this pattern is com-
patible with the pattern being used in the South Caprock Queen
Pool Unit, and also with the Dricky Queen Sand Unit.

Q Now, this OtNeill Well No. 4 in the lNortheast of the

Southeast of Section 22 ~=-

A Yes.
Q -~ it would norpally be a continuation of the pattern
that youtve shown, but you dontt anticipate using that well as

an injection well?

A o, we dc not.

®
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Q Is that well actually drilled and abandoned or is it
ust an abandoned location, or what?

A It was a dry hole, It was drilled and abandoned.

Q It never did produce then?

A Thatts right.

Q I note that on the cement tops for the production
casing they vary from several hundred feet below the surface of
the ground down tc fairly cleose to the shoe with the exception
of the R-34 No, 3 well where the cement top is glven as zero.

Does that mean that the cement circulated on that producticn

string?
)\ Yes, sir.
Q On the surface pipe most of the wells seem to have

theijr surface casing set in the vicinity of 300 feet plus or
minus a few feet. However, Gulf D No. 9-8M has its surface pipe
at 203 feet, Cottage Bakers Gulf State Ho, 2 has its surface
pipe set at 200 feet, and the Shelton Hardin Simmons No. 1 has
its surface pipe set at 176 feet. Is that shallow surface pipe
on those three wells adequote to protect any fresh water sands
in this area? \

A T believe it is. The exact depth of the fresh water
in that area I' not positive ofj however, that is approximately

through the depth that the water is normally encountered through

®
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there.

Q Well, was the water more shallow in these wells than
it was in the other wells, and for that reason they didn®t need
300 feet of pipe in those particular three?

A I do not know.

Q None of those three were Continental wells, I presume?

A No, sir.

¥MR. NUTTER: Ahy further questions of the witness?
Mr. Irby.
MR, IRBY: Frank Irby, State Engineer's Office.

BY MR. IRBY:

m
L

back to Mr. Nuttert's line of questioning, lr.

o]
oy
)

Q
Bowler, what is the source of this water that vou are nczotiat-
ing for?

A We, some two years ago, negotiated with Union 0il
Company on their water rights over there. At the present time
these are still in process.

MR., KELLAHIN: IMay I interrupt just a minute?
MR. IRBY: Yes.

MR. KELLAHIN: Would you go ahead and tell the Com-

mission what has happened in connection with that water right,

A Some two years ago we went together with Union and,

&
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well, as I understand it, to survey and determine a water
source for the South Caprock Unit, at which time we were anti-
cipating possibly joining it, ard later on we did not Jein or
cormit our acreage to it, and so at that time I believe the Union
said that they had watef enough for the whole area, which
initially had included ourselves, and we made a contract with
them to supply us with water from a well just east of the unit
area. As of this month Union has told us, or delivered to us

in writing that theyf®re cancelling the contract on that water,
which if this contract is cancelled, we would have to find
another source, but that is the status of that particular source
right now.

= 1 - ~
3 Lig Water appre

(ks

had
av

Q  (By Wr. irby)

(422
i

Fas
~

[}

0il Company cover the area? I mean do they have the right
in their permit to cover the area covered by your Zastcap Queen
Pool Unit?

A I would imagine so, since our area was initially
included within their unit boundaries as defined by the New
Mexico 0il Conscrvation Commission order,

Q This is pure speculation?

A Yes, sir. At present cur unit area is officially
within this boundary of the South Caprock Unit.

Q To continue with Hr., Nutterts line of questioning, I

&/
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want to talk some more about these various wells wnhich he has

pointed out where the surface casing is set at shallow depths.

[ 4]

A
this casing is set entirely through the Ogallala_formation>into
the red beds?

A No, sir, we did not drill those wells. They belong to
other people or were drilled by other people, and our only as-
sumpﬁion was that the casing programs had been approved and any
further than that we do not know.

Q Then, you cantt state with certainty that the surface
waters in those specific wells which occur in the vicinity of
these specific wells would be protected?

A Well, the producticn éééing ié set uvarough then. and
separates any wel 1 bore flﬁids from them, yes.

Q What protection is afforded the Santa Rosa formaticn,
which in many localities contains useable water?

A Again this production casing is set through all these

upper zones of possible water zones and separates well bore

fluids.
Q [tts only a single casing wall?
A Yes, sir.
Q Is that right?
A As in the case of the Santa Rosa it is.

&
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IRBY: I would reccommend to the Examiner that
these poinis concerning the construction of these wells be taken
into consideration insofar as they protect the useable waters in
granting this application. I don't believe it's been stated
into the record, but itts my understanding from them that it is
planned to inject through the casing rather than through tubing
and packer.

Q (By Mr. Irby) 1Is this correct, lMr. Bowler?

A Yes, sir.

MR, IRBY: Thatts all 1 have.

to
bt

[fR. KELLAHIN:

Q Do you know of any water production from the Santa Rosa
in this area? A Not personally.

RECROSS EXAMINATION

Q (By Mr. Nutter) Do you know the depth of the Santa Rosa
formation?

A Cnly approximately.

Q What is the approximate top of 1t?

A Around 1200 feet.

Q What is tne highest point that the cement came to on

-7

the production pipe on any of these injections wells, B has

-~
~ sz L

1350 fset from the top 2and another one is cireculated?

®
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A Yes, sir, most of them I think are below 2,000 feet.
Q 4 few of them came up into the Santa Rosa and most of

them, however it's below the Santa Rosa, is this a correct
assumption?
A Yes, sir,.
IR, NUTTER: Are there further questions of lir. Bowler?
MR. DURRETT: Yes, sir, I have a question.

RECROSS EXAMINATION

BY MR, DURRETT:

Q Would your company be willing to inject throughvfubing
installed in the packer in these specific wells that have been
discucsed here by the State Engineerts 0ffice?

A If it were required we would do SC.

Q Cne other question. I you cantt negotiate your con-
tract or continue it in force with Union outside of suing Union
to obtain water in some way, what would your other source be,
do you have any other tentative source of water?

A No, sir, this present situation just érose within the
last week. We haven't made any other arrangements yet.

MR, DURRETT: Thank you. Thatt's all.

oY MR. NUTTER:

Q I presume, Iir, Bowler, that you have no idea when the

injection of water will comwcicc In this area?

®©
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A Not exactly.

Q There are several matlers that remain to be worked oui?

A It would be as soon as we worked out those matters and
get all the approvals and the securing of the water itself,

¥R, NUTTER: Any further questions?

BY MR, IRBY:

Q If Union continues to resist or actually refuses tc

furnish water for this unit, would you immediately inform the
State Engineer?
A I would suppose S0, Ye€S, sir.

MR, KELLAHIN: I think we would.

&
-

T need a definite answer on that.
MR, KELLAHIN: UWe will agree to do so. I think the
State Engineer 1is entitled to knoﬁ.
MR. IRBY: I would say this off the record.
(Whereupon, a discussion wvas held off the record.)
MR, NUTTER: Are there any further questions of Mr.
Bowler? If not, he may be excused.
(Witness excused.)
R. NUTTER: Do you have anything further, lir. Kellahin?
¥R. KELLAHIN: Thatts all I have.
MR. NUTTER: Does anyone have anything they wishfﬁé:

offer in Cases 2837 or 28387 : >

®
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IiR. KASTLEZR: Bill Kastler witﬁ Gulf 0il Corporation,
representi 1.  Gulf has substantial working interest in this
unit area and concurs in the application. We believe it's
feasible,

R, HUTTER: Anyone else? Ve!
advisement and recess the hearing until 1l:15.
STATE OF NEW MEXICO )

) ss
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Court Reporter, do hereby certify that the

¢_.|

foregoing and attached transcript of proccedings before the Hew
liexico 0Oil Conservation Conmission at Santa Fe, Neow ilexico, is a
true and correct record to the best of my knowledge, skill and
acility.

INIWITHESS WHEREOF I have affixed »y hand and notarial seal

this 27th day of June, 1963.

N

"// ‘ X/S\-‘:&/‘Lﬁv’é%/

No7tary Public-Court Reportfi

My commission expires:

June 19,

¥ 30 hereby certify that the faregoinc 18

g2 complete record of .thé 91'0,-\, E’i bg
the Exanirer hearipgpof Cass 2 -Z

heard by me on‘/ ....................

100 011 Conse;-vauen Copmiséion
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B
UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
EASTCAP QUEEN POOL UNIT
CHAVES COUNTY, NEW MEXTICO

Y emihd -F eve & wma

NO,

THIS AGREEMENT, entered into as of the // Aday of (Z(VK, .
19_&&;, by and between the parties subscribing, ratifyfzg o?
consenting hereto, and herein referred to as "parties hereto",

WITNESSETH: That,

WHEREAS, in the interest of the public welfare and to promote
the conservation and increase the ultimate recovery of o0il, gas
and associated minerals from the uniitized formation underlying the
Unit Area hereinafter defined, to prevent waste and to protect

the rights of the owners of interests therein, it is deemed

nacagagarv anAd desirable to enter into this agrecosment nitizine
......... ¥ ang cezsiradle o enter 1nto tnlg agreement unitlzZing

. 1 P~} PR, ) -_— .
the 0il and gas rights in and under the unitized formation covered

hereby in order to effect a secondary recovery, pressure maintenance

or other recovery program as hereinafter provided; and

. A omm k20
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and gas interests within the Unit Area to give reasonably effective
control of operations therein, and the Commissioner of Fublic

Lands of the State of New Mexico is authorized to consent to or

approve this ag.eement on behalf of the State of New Mexlco inscfar
as 1t covers and includes lands and mineral interests of the State
of New Mexico, and the 011 Conservation Commission of the State of
New Mexico is authorized to approve this agreement and the conserva-
tion provisions hereof;

NOW, THEREFORE, in consideration of the premises and of the
mutual covenants and agreements hereiln céntained, the parties
hereto commit to this agreement their entire respective cil and
gas rights within the Unit Area hereinafter described insofar as
the unitized formation covered hereby underlies the same, all

upon the following terms and conditions.

BEFORE EXAMINER NUTTER
{L CONSERVATION COMMISSION
(/? t,‘E EXHIBIT NO. // _

-1 - ’ e “J ,7 f", ‘; K
: CASE NC._
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"RTICLE 1
DEFINITIONS

As used in this agreement, the terms hereinaftcr set out
shall have the following meaning:

1.1 Unit Area, shall mean the lands situated within the
Caprock Queen Field, Chaves County, New Mexico, described by
Tracts in Exhibit "A" and shown on Exhibit "B", as to which this
agreement becomes effective or to which 1t may be extended as

provided herein,

1.2 Unitized Formation, shall mean that subsurface portion

or portions of the Unlit Area commonly known oir described as the
Artesia Red Sand member of the Queen formation in the Guadalupian
Series. The Artesia Red Sand member is found between the sub-
surface depths of 20532 and 3105 feet. measuvred from Kelly bushing,
in the Continental 01l Company State "R-3U4" well No, 4, located
660 feet from the North line and 1950 feet from the East line of
SeotionVSM, Township 14 South, Range 31 East, N.M.F.M., Chaves

County, New Mexico,

1.3 Unitized Substances, shall mean all oll, gas, gaseous

substances, sulphur contained in gas, condensate, distillate and
all associated and constituent liquid or liguefilable hydrocarbons

wlthin or produced from the Unltized Formation,

- 1N Y Ve
L ot WL N

king Intcrcct Owmer, shall mean any party hereto,

including a carried working interest owner, holding an Iinterest
in Unitized Substances by virtue cf a lease, operating agreement,
fee title or otherwise, which interest is chargeable with and
obligated to pay or bear, either in cash or out of production

or otherwise, all or a portion of the cost of drilling, develop-
10D, [roAtete~ and aneratine the Unltized Formation.

1.5 Royalty Owner, shall mean any party hereto who owns a

right to or interest in any portion of the Unitized Sutstances or

fu

proceeds thereof other than that of a Working Interest Owner,

1.6 Commissioner, shall mean the Commissloner of Public

Lands ¢f the State of New Mexico,

1,7 Commission, shall mean the 011l Conservation Commission [




the State of New Mexico,

1.8 Tract, shall mean each narcel of land described as such

*

and given a Tract number in Exhibit "A,"

1.8 Unit Operating Agreement, shall mean the agreement

entitled "Unit Operating Agreement, Eastcap Queen Unit, Chaves

t

County, New Mexico," of the same effective date as the effective
date of this agreement, and executed by and between the Working
Interest Owners who are parties to this agreement, and any amend-
ment thereof,

1.10 Unit Operator, shall mean the Working Interest Owner

designated by the Working Interest Owners pursuant to the Unit
Operating Agreement to develop and operate the Unitized Formation.

1.11 Tract Participation shall mean that percentage of

Unitized Substances produced from the Unltized Formation which is
allocated to a tract under this agreement, whether during the
primary phase or fthe secondary phase.

1,12 Unit Participation of Each Working Interest Owner shall

mean the sum of the percentages obtained by multiplying such
Working Interest Owner's fractional working interest in each tract
by the tract participation of such tract separately for each the

primary phase and the secondary phase, and Primary Phase Unit

Participation''shall mean such Unit Participation during the primary

phase, and Secondary Phase Unit Participation shall mean such Unit

Participation during the secondary phase.

1.13 Outside Substances, shall mean all substances obtained

from any source other than the Unitized Formation, and which are
injected into the Unitized Formation.

1.14 011 and Gas Rights, shall mean the right to explore,

develop and operate lands within the Unit Area for the production
of Unitized Substances or to share in the production so obtained
or the proceeds thereof,

1.15 Primary Phase shall mean that period from the effective

date until 7 a.m. on the first day of the month next following the
month during which the cumulative total production from August 1,

1960, has reached 350,000 barrels (the cumulative production used

-3 -




herein shall be from indivldual lease operators' :eports to the
MMOCC from August 1, 1060, until the effective date of unitization
and then froﬁ the unit operator's report to the NMOCC until a
total ot 350,000 barrels has been produced).

1.16 Secondary Phase shall mean that period commencing upon

termination of the primary phase and continuing throughout the

duration herecf,

ARTICLE 2
EXHIBITS
2,1 Exhibits, Attached hereto are the following exnibits
incorporated herein by reference:

2,1.1 Exhibit "A," is a schedule describing each Tract

in the Unit Area and showing its Tract Participation,

~ PP R I

Z.,1.2 Exuibit "B," 1s a map of the Caprock Queen Field,

showing the boundary lines of the Unit Area and Tracts thereon.

2,2 Reference to Exhibits. Whenever 1n this agreement

reference is made to any of said exhibits. such reference shall
mean said exhibits as originally attached hereto; or if the same
have been revised, it shall mean the latest revision therscf.

~

: 2 et o o 5 :
2.3 BXhibits Considered Corvect, S8zid exhibits for all

unless and until they are revised or corrected as herein provided.

2.4 Correcting Errors., The shapes and descriptions of the

réspective Trants have been established using the best information
available, In the event 1t subsequently appears that any Tract
should, because of diverse royalty or working interest ownership
on the effective date hereof, be divided into more than one Tract,
or that any mechanical miscalculation has been made, Unit Operator,
wlth the approval of Werking Interest Owners, may correct such
mistake by revising the exhlibits to conform to the facts. Such
corrections shall not include any re-evaluation of previously
establlished engineering or geologlical interpretations usec in
establishfng Tract Participation. Each such revision of exhibits,
if made after this agreement becomés effective, shall be effective

at 7:00 olclock a.,m, on the first day of the calendar month next




A

following the filing of th

o

exhibit relating thereto or on such
other date as is determincd by Workino Interest Owners, Any
such revision made prior to the effective date lereof shall be

effective on the effective date.

2.5 Filing Revised Exhibits, If and when the exhibits, or

any revision thereof, are revised pursuant to this agreement, Unit
Operator shall certify and file the revised exhiblts for record in
the County or Counties in which this agreement is filed,

ARTICLE 3
CREATION AND EFFECT OF UNIT
3.1 0il and Gas Rights Unitized., Subject to the terms and

condltions of thls agreement, all the 0il and Gas Rights of the
Royalty Owners in and to the lands described in Exhibit "A", and
all of the 0il and Gas Rights of the Working Interest Owners in and
to said lands are hereby unitized insofar as sald respective 0il
and (ag Rights nertain to the Unitized Formation, all to the same
extent as if the Unitized Formation had been included in a single
lease executed by all the Royalty Owners, as lessors, in favor of

all %he Working Interest Owners, as liessees, and as if sald lease

'3
v
£
92

een subject to all of the terms and conditions of thisagree-

3.2 Personal Property Fxcepted. Working Interest Owners have

each individually heretofore placed in oy ou thelr wells and in or
on lands affected by this agreement, various items of personal
property which are lease an” well equipment, as to all of which
Working Interest Owners have the right, as provided in thelr
respective leases, to remove such propasrty from the premises and
all of which installations were made with the intention and under-
standing that all of the same would be and remain pevsocnal property
and that no part thereof would be or become a part of the realty.
Working Interest Owners except from the terms and provisions of
this agreement, and hereby sever from said lands, for all purposses,
all such lease and well equipment which may be or may hereafter
become located in or on the lands or in %‘he wells on the lands
affected hereby. To conform their respeciive investments in such

equipment, Working Interest Owners have made a separate agreement



with each other with respect thereto,

3.3 Amendment of Leases and Other Agreements, The provisions

of the various leases, agreements, division and transfer orders,
or other instruments covering the respective Tracts or the pro-
duction therefrom are amended to the extent necessary to make them
conform to the provisions of this agreement, but otherwise shall
remain in effect.

3.4 Continuation of Leases and Term Ro;fg}_tiesn Unit Oper-

ations conducted on any part of the Unit Area shall be consildered
with respect to leases and term royalties as follows:
3.4.1 Operations, including drilling operations,
conducted with respect to the Unitized Formation on any
part of the Unlt Area, or production from any part of the
Unitized Formation, except for the purpose of determining
paymenta to Royaliy Owners, shall be considered as operations
upon or production from each Tract, and such operations or
production shall continue in effect each lease or term
royalty interest as to all lands covered thereby just as

iT such operations had been conducted and a well had been
3.4,2 Any lease embracing lands of the State of New
Mexico which is made subject to this Agreement shall con-
tinue in force beyond the term provided therein as to the
lands committed hereto until the termination hereof,
3.,4.3 Any lease embracing landz of the State of
Mexlico héving only a portion of its land committed hereto,
shall be segregated as to the portion committed and that
portion not committed, and the terms of such lease shall
apply separately as to such segregated portions commencing
as of the effective date hereof, Notwithstanding any of tae
provisions of this agreement to the contrary, any lease
embracing lands of the State of New Mexlco having only
crtion of ite land committed hereto sh
force and effect beyond the term provided therein as to all

lands embraced in such lease (whether within or without the

Unit Area), (i) if, and for so long as Unitized Substances

|
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are capable of belng produced in paying quantities from some
part of the lands embraced in such lease commltted to this

acreamant
agro ent

Aaf f43) 2¢
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5S¢ 1long as svme part of the
lands embraced in such State lease are included in the
Participating Area; or (11i) if, at the expiration of the
secondary term, the lessee or the Unit Operator is then
engaged in bona fide drilling or reworking operations on
some part of the lands embraced therein and for so long aas

such operations are belng dlligently prosecuted, and if they

result in the production of Unitized Substances, sald lease
shall contlnue in full force and effect as to all »f the
lands embraced therein, as provided in (1) or (ii) above.

3.5 Titles Unaffected by Unitization, Nothing herein shall

be constrv~d to result in the transfer of title to the 0il and
Gas Rights covered hereby between the parties hereto or to Unit
Onerator, other than the right to exercise such 01l and Gas Rights
and to share in the Unitized Substances or the proceeds therefrom
to the extent and manner herein provided.

3.6 Injection Rights. Royalty Owners hereby grant untc

Working Interest Owners the right to inject into the Unitized
Formation any substances in whatever amcunts the Working Interest
Owners deem expedient, including the right to place and maintain
injection wells on the Unlt Area and to use producing or abandoned

oll or gas wells for said purposes,

ARTICIE 4
PLAN OF OPERATIONS

4,1 Unit Operatcr., Working Tnterest Ouwners arc, as of the

effective date of this agrecment, entering into a Unit Operating
Agreement, deslignating Continental 0il Company Unit Operator.

Unit Operator shall have, subject to the terms, provislons and
limitations e¥npreased in thc Unitv Cperaving Agreement, the exclu-
sive right to develop and operate the Unlt Area for the production
of Unitized Substances. Such operations shall be conducted in con-
formity with the provisions of this agreement and the Unit Operating

Agreement, In the event of any conflict between such agreements,

this agreement shall govern,




s e

4,2 Lien of Unit Operator. Unit Operator shall have a lien

upon the interests of Working Interest Owners in the Unit Area to
the extent provided in the Unit Operating Agreement.

4,3 Operating Methods, To the end that the quantity of

Unitized Substances ultimstely recoverable may be increased and
waste prevented, Working Interest Owners shall, with diligence and
in accordance with good engineering and productlon practices,
engage in secondary recovery operations by the injection of water
or other substance into the unitized formacion,

4,4 cChange of Operating M=thods, Such other methods of

operation as may from time to time be determined by Working
Interest Owners to be feasible, necessary or desirable to effi-
ciently and economically increase the uliimate recovery of Unitlzed
Substances may be conducted by Working Interest Owners, Nothing
herein contained shall prevent Working Intcrest Owners from 4is-
continuing or changing in whole or in part any particular method

of operatlon if, in thelr opinion, such method of operation 1s no

longer in accord with good engineering or production practices.

ARTICLE 5
TRACT PARTICTPATICN

5.1 Tract Particlpation. The Tract Participation of each

tract for each the primary phase and the secondary phase 1is shown
in Exhibit "A." Tract Participation for the primary phase for
each tract is the percentage derived by dividing estimated primary
production remaining recoverable by ordinary means underlying
that tract by the estimated primary production remaining recover-
able by ordinary means underlying the Unit Area, and Tract
Participation for the seccndary phase for each tract is the per-
centage derived by dividing the estimated reserves recoverable
by secondary recovery operations for that tract by estimated re-
serves recoverable by secondary operations underlying the Unit Area,
all with respect to the Unitized PFormation,

5.2 Relative Tract Participvations., Whenever the Unit Area

is enlarged or reduced, the revised Tract Participations of the
respective tracts included within the Unlit Area for each the

primary phase and the secondary phase, pricr to such enlargement

- 8 -




or reduction, shall remain in the same ratio one to the other.

cans m eme

ALLOCATION OF UNITIZED SUBSTANCES

6.1 Allocation to Tracts. All Unitized Substances produced

and saved shall be appcrtioned among and allocated to the several
Tracts within the Unit Area in accordance with the respectlve
Tract Participations effective hereunder during the respective
periods such Unitized Substances were produced, as set forth in
Exhibit "A." The amount of Unitized Substances so allocated to
each Tract, and only that amount, regardless of whether it be
more or less than the amount of the actual productlion of Unitized
Substances from the well or wells, if any, on such Tract shall,
for all intents, uses and purposes, be deemed to have been produced
from such Tract,

6.2 Distribution within Tracts. The Unitized 3ubstances

allocated to each Tract shall be distributed among, or accounted
for to, the parties entltled to share in the production from such
Tract in the samc manner, in the same proportions, and upon the
same conditions as they would have participated and shaved in the
production from such Tract, or in the proceeds thereof, had thils
agreement not been entered into, and with the same legal force
and effect,

6.3 Takirg Unitized Substances in Kind. The Unitized Sub-

gtances allocated to each Tract shall be delivered in kind to the
respective parties entitled thereto by virtue of the ownership of
01l and Gas Rights therein or by purchase from such owners. Such
parties shall have the right to construct, maintain and cperate
within the Unlt Area all necessary facilities for that purpose,
provided the same are so constructed, malntained and operated as
not to interfere with operations carried on pursuant hereto. Any
extra expenditures incurred by Unit Operator by reason of the
delivery in kind nf any portion of the Unitized Substances shall
be borne by the party recelving the same in kind.

1y

6.4 Fallure %o Tale in Kind., To the extent that any party

entitled to take and receive in kind any portion of the Unitized

Substances shall fail to take or otherwise adequately dispose of

-9 -




the same currently as and when produced, then so long as such
conditions continue, Unit Operator, as agent and for the account
and at the expense of such party shall, in order to avold curtailing
the operation of the Unit Area, dispose of such production on a
day-to-day basis in any reasonable manner Unit Operator sees fit,
and the account of such party shall be charged therewlith as having_
received the same. The proceeds, if any, of the Unitized Sub-
stances 8o disposed of by Unit Operator shall be paid to the

party entitled thereto. Nothwithstanding the foregoing, Operator
shall not make a sale into interstate commerce of any other party's
share of gas production without first giving such other pariy
sixty days' notice of such infended sale,

6.5 HResponsibiiity for Royalty Settlements. Any party

receiving in kind or separately disposing of all or part ¢f the
Unitized Substances allocated to aﬁy Tract, or recelving the pro-
ceeds therefrom if the same 1is sold or purchased by Unit Operator,
shall be responsible for the payment of, and shall indemnify all
other parties, including Unit Operator, against any liability for
any and all royalties, overriding royalties, production payments
and any and ail other payments chargeable against or payable out
of such Unitlized Substances or the proceeds therefrom,

6.6 Royalty on Outside Substances. With respect to any

outside substance consisting of natural gas, fifty percent (50%)

of any like substance contained in Unitized Substances subsequently
produced and sold or used for other than operations hereunder shall
be deemed to be a recovered outside substance until the aggregate
of said recovered outcide substance equals the accumulated volume
of such outside substance s80 injected into the Unifized Formation.
With respect to any outside substance consisting of those sup-
stances commonly classified 1n the petroleum industry as LPG,

ten percent (10%) of all Unitized Substances subsequently produced

~

ang 801

-
)

sther than orerations hereunder shall be

- |
QT uSeq

oD
{

deemed to be a recovered outside substance until the value of the
aggregate of sald recovered outside substances equals the value

of Buch outside substances so injected into the Unitized Formation.
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No payment shail be due or payable to royalty owners on any
substance which 18 classified hereby as a recovered outside

substance,

ARTICLE 7
USE OR LOSS OF UNITIZED SUBSTANCES

7.1 Use of Unitized Substances, Working Interest Owners

1

may use as much of the Unitized Substances as they dcem nccessary
for the operation and development of the Unit Area, including
but not limited to the 1lnJjection thereof into the Unitized
Formation.

7.2 Royalty Payments., No royalty, overriding royalty,

production or other payments shall be payable upon or with respect
td Unitized Substances used or consumed in the operation or

development of the Unit Area or which may be otherwlse lost or
consumed in the production, handling, treating, transpoftation

27 staring of Unitized Substances.

ARTICLE 8
TRACTS TO »# INCLUDED IN UNIT

8.1 Percentages of Commitment Reguired. On and after the

effective date hereof and until the enlargement or reduction
thereof, the Unit Area shall be composed of the following Tracts
listed in Exhibit "A" which corner, adjoin or are contiguous to
each other:

8.1.1 Each Tract as tc which Yeorking Interest Owners
owning one hundred percent (100%) of the wcrking interest hava
signed or ratified this agreement and Rcyalty Owners owning
eighty percent (80%) or more of the royalty interest have signed
or ratified this agreement; ang

B.l.2 DBACHR YLECL 45 LU WILUH WUINLIE Lucivhbuv ewiieso
owning one hundred percent (100%) of the working interest have
signed or ratified this agreement and Royalty Owners owning leés
Liain eighty percent (80%) ot the -royalty interest have signed

or ratified this agreement, and as to which (a) all Working




Interest Owners in such Tiract join in a request for the inclusion
of such Tract in the Unit Area, and further as to which (v) One

100%) of the combined voting interests of Working

o~~~

hundred percent
Interest Ownere in all Tracts which meet the requirements of
Section 8.1.1 vote in favor of the inclusion of such Tract. For
the purpose of this Section 8.1.2 the voting interest of each
Working Interest Owner shall be equal to the ratic (expressed in
percentage} which the total of such Working Interest Owner's Unit
Participation attributable to Tracts which qualify under Section
8.1.1 bears to the total of the Unit Participation of all Working
Interest Owners attributable to all Tracts which qualify under
gsald Section 8.1.1; and

8.1.3 Each Tract as to which Working Interest Owners
owning less than one hundred percent (100%) of the working interest
have signed or ratified this agreement, regardless of the per-
centage of royalty interest thersin that is committed hereto, and
as to which (a) the Working Interest Owner who operates the
Tract and all of the other subscribing Working Interest Owners
in such Tract have Joinsa in a request for inciusion of such
Tract in the Unit Area and have executed and dellvered an indemnity
agreement acceptable to the otherWorking Interest Owners in the
Unit Area indemnifylng and agreeing to hold such parties harmless
from and against all claims and demands that may be made by the
nonsubscribing owners in such Tract on account of the inclusion
of the same in the Unit Area, and further as to which (b) one
hundred percent (100%) of the combined voting interest of the
Working Interest Owners in all Tracts which meet the requirements
of Sections 8.1.1 and 8.1.2 above, vote in favor of the inclusion
of such Tract. For the purposes of this Section 8.1.3 the voting
interest of each Working Interest Owner shall be equal to the
ratico (expressed in percentage) which the total of such Working
Interest Owner's Unit Participation attributable to Tracts which
qualify under Sections 8.1.1 and 8.1.2 bears to the total Unit
Participation of all Working Interest Owners attributable to all

Tracts which qualify under said Sections 8.1.1 and 8.1.2.

- 12 -




8.2 Subsequent Commitment of Interast to Unit. Any

interest in any tract within the Unit Area not committed herecto
prior to the effective date of this agreement may thereafter be
committed hereto upon compliance with the applicable provisiocons
of this article hereof, at any time for a period to and including
5ix months after the effective date of this agreement on the same
tasis of rarticipation as provided in this article and in Article
5, by the owner or owners thereof subscribing, ratifying, or
consenting in writing to this agreement and, if the interest is

a working interest, by the owners of such interest subscribing
also to the Unit Operating Agreement,

It 1s understood and agreed however, that from and after
six months from the effective date hereof, the commitment hereto
of any interest in any tract within the Unit Area shall be upon
such terms and conditions as may be negotiated by Working Interest
Owners and owners of such interest.

8.3 Revision of Exhibits. In the event any of the Tracts

described in Exhibit "A" fail to gualify for inclusion in the
Unit Area. Unit Operator shall recompute, using the original basis
of computation, the Tract Participation of each of the jqualifying
Tracts and shall revise Exhibits "A" and "B" accerdingly. Said

revised exhibits shall be effective as of the effective date hereof,

ARTICLE 9
TITLES

9.1 Removal of Tract from Unit Area, 1In the event a Tract

ceases to have sufficilent Working Interest Owners cr Royaliy
Owners committed to this agreement to meet the conditions of
Article 8 because of failure of title of any party hereto, such
Tract shall be elimlnated from the Unit Area as of the first day
of the calendar month in which such failure of title is finally
determined; provided, however, that a Tract shall not be removed
from the Unit Area if, within ninety (90) days of the date of
final determination of the faillure of title, Working Interest
Owners and Royalty Owners become parties to this agreement in

sufficient numbers to meet the qualifying provisions of Section

8.1.1 or the Tract otherwise qualifies under the provisions or

-13-
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Section 8,1.2 or 8,1.3.
of

5.2 Revisid Exhibifts. Tn the event any Tract is eliminat-

C

ed from the Unit Area because of the failure of title pursuant to
the provisions of this Article, Unit Operator shall recompubte the
Tract Participation of each of the Tracts remaining in the Unit
Area and shall revise Exhibits "A" and "B" accordingly. Said
revised exhibits shall be effective as of the first day of the
calendar month in which such failure of title is finally determined.

g.3 Working Interest Titles. If title to a working interest

- falls, the rights and obligations as between the Working Interest

Owners in respect thereto shall be governed by the Unilit Operating

Agreement.

9.4 Royalty Owner Titles, If title to a royalty interest

fails, but the Tract to which it relates is not eliminated from
the Unit Area, the party whose title failed shall not be entitled
to share hereunder in respect to such interest.

2.5 Production Where Title in Dispute. If the title or

right of any person claiming the rigint to receive in kind all or
any portion of the Unitized Substonces 2llocated o a Tract 1s in
dispute, Unit Operator at the discretion of Working Interest
Ogwners shall either:

9.5.1 Require that the person or persons tu whom such
Unitized Substances axre delivered or to whom the proceecds thereof
are paid, furnish security for the proper accounting therefor to
the rightful owner or owners in the event the title or right of
such person or persons shall fail in whole or in part, or

9.5.2 Withhold and market the portion of Unitized
Substances with respect to which title is in dispute, and impound
the proceeds thereof until such time as the title or right thereto
is established by a final judgment of a court of competent
jurisdiction or otherwise 0O Uhe saivisfaciion of Worliing Inferest
Owners, whereupon the proceeds so impounded shall be pald to the

person or persons rightfully entitled thereto.

ARTICLE 10

EASEMENTS OR USE OF SURFACE

10.1 Grant of Easements. The parties hereto, to the extent

of their rights and interests, hereby grant to Working Interest

~14-
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Owners the right to use as much of the surface of the land within
the Unit Area as may be reasonably necessary for the operation

and development of the Unit Area hereunder; provided, that nothing
herein shall be construed as leasing or otherwlse conveylng to
Working Interest Owners & site for a water, gas injection, process-
ing or other plant, or camp site.

10,2 Use of Water, Working Interest Owners shall have free

use of water from the Unit Area for cperations hereunder except
water from Royalty Owners' wells, private lakes, ponds, or
irrigation ditches,

10.3 Surface Damages. Working Interest Owners shall pay

the rightful owners for damages to growing crops, timber, fences,
improvements and structures on the Unlt Area resulting from

operations hereunder,

ARTICLE 11

DWLARGEMENTS OF [UNTT AREA

11.1 Enlargements of Unit Area. The Unit Area may be en-

3

t
larged to include acreage reasonably proved tc be productive under
such terms and condlitions as determined by the Working Interest
Owners, including but not limited to, the following, and il the
acreage qualifies as provided in Article 8:

11.1.1 The participation to bc allocated to the
acreage‘added to the Unit Area shall be based on all available
information to the end that a reasonable and fair participation
shall be so allocated.

11.1.2 There shall never be any retroactive allocation
or adjustment of operating expenses or of interests in the Unitlzed
Substances produced, or proceeds theveof, by reason of an enlarge-
ment of the Unit Aréé; provided, however, this limitation shall
not nrevent an adjustment of investment by reason of such enlarge-
ment.

11.1.3 In the event of an enlargement of the Unit Area,
Unit Operator shall, subject to Section 5.2, recompute the Tract
Participation of each Tract wlthin the Unit Area as enlarged and
shall revise Exhibits "A" and "B" accordingly.

11.1.4 The effective date of any enlargement of the
Unit Area shall be 7:00 o'clock a.m., on the first day of the
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parties hereto. Each party hereto shall be individually responsible

for its own obligations as herein provided,

13.2 No Sharing of Market. Nothing in this agreement shall

be construed as providing, directliy or indirectly; for any co-
operative refining or joint sale or cooperative marketing of
Unitized Substances.

13,3 Royalty Owners Free of Costs. It 1s understood and

agreed that this agreement shall never be construed as imposing
upon any Rcvalty Owner any obligation to pay for any deVelopment
or operatinz expense unless such Royalty Owner is obligatecd to pay
for same by the terms of agreements existing before the execution
of this agrcement.

13.4 Information to Royalty Owners. Each Royalty Owner shzil

be entitled to all information in possession of Unit Operator to
which such Royalty Owner 1s entitled by his existing agreement
with any Working Interest Owner w*th the eXpress stipulation that
if, by reason of this agreement, such information iz not availablz,
the nearest approximation or eguivalent of such information shall
be made available.
ARTICLE 14
LAWS AND REGULATIONS

14.1 Laws and Regulations. This agreement shall be svbject

to the conservatlion laws of the State of New Mexico, to the valid
rules, regulations and crders of the 0il Conservatlion Commission
of New Mexico and to all other applicable federal, state and
municipal laws, rules, regulations and orders, It is not the
intention of this agreement to 1imit, restrict or prorate unit
production, it being recognized that such powers are exclusively
exercised by governmental authority.
ARTICLE 15
FORCE MAJEURE

15,1 PForce Majeure. All obligations of each party hereto,

except for the payment of money, shall be suspended while saild
party is prevented from complying therewith, in whole or in part,
by strikes, fire, war, civil disturbances, acts of God, federal,

state or munlicipal laws, orders or regulations, inability to




secure materilals or other causes beyond the reasonable control of
said party; provided, however, that performance shall be resumed
within a reasonable time afteyr such cause has been removed
provided further that no party shall be required against its will
to adjust or settle any labor dispute., This agreement or the
leases or other interests subject hereto shall not be termirated
by reason of suspension of unit operations due to the aforesaid

causes,

ARTICLE 16

EFFECTIVE DATE

16,1 Effcetive Date, This agreement shall become binding

upon each party who executes or ratifies i1t as of the date of
execution or ratification by such party and shall become effective
as of T:00 ofelock a,m, of the flrst day of the second calendar
month next following (a) the execution or ratifiscation of this
agreement and the Unit Operating Agreement by Working Interest
Owners owning 2 combined Unit Partleipatlion of at least =ighty
percent (B0%), and the execution or ratification of this Agreement
by Royalty Owners owning a combined Interest of at least eighty.
percent (80%) of the royalty interest, in said Unit Area; (b)

the approval of this agreement by the approprlate governmental

authority, if required; and (c) the filing of av least oiie counter-

o

part of this agreement for record in 3

he records of Chaves County.
New Mexico, by Unit Operator; and provided, further, that if (a),
(b) and (c) above are not accomplished on or before May 1, 1963,
this agreement shall ipso facto terminate on said date (hereinafter
called "termination date") and thereafter be of no further force
or effect, unless prlor thereto this agreement has been executed
or ratified by Working Interest Owners owning a combined Unit
Farticipation of at least fifty percent (50%) and Working Interest
OWners OWNiRg & CUMULIIEU ULLU Lax vivaipaur o o8 2% 1lzact 2ighty
percent (80%) committed to thls agreement have decided to extend
sald termination date for a period not to exceed six months, If
said termination dat= is so extended and {a), {(b) and (c) above
are not accomplished on or before sald extended termination date,

this agreement shall ipso facto terminate on said extended terminz-
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tion date and thereafter be of no further force or effect. For
the purposes of this Article, ownership shall bc computed con the
basis of Unit Participation as determined from Exhibit "C" attached
to the Unit Operating Agreement.

16.2 Certificate of Effectlveness. Unit Operator shall within

thirty (30) days after the effective date of this agreement file
for record in the office or offices where a counterpart of this
agreement is recorded, a certificate to the effect that this agree-
ment nas become effective according tec its terms and stating

further the effective date.

ARTICLE 17

TERM
17.1 Term. The term of this agreement shall be for and

during the time that Unitised Substances are produced in paying

guantities and 23 long thereafter as drillling, reworking or other

operations are prosecuted without cessation of more than ninety

(90) comnsecubive days, unless sooner terminated by Working Interect
\ J ’
Owners in the manner herelnafter provided,

|
17.2 Termination by Working Intercct Quners_. This agreement

may be terminated by Working Interest Owners owning eighty percent

]

icination whenever such Working Interest Owners
determine that unit operations are no ionger profitable, feasible
or 1n the interest of conservation.

17.3 Effect of Termination. Upon termination of this

agreement, the further development and nperation of the Unit Area
as a unit shall be abandoned, unit operations shall cecase, and
thereafter the parties hereto shall be governed by the terms and
provisions of the leases and contracts affecting the separate

Tracts just as if this agreement had never been entered into.

..-..-I--.-II-I---H-—N------r

17 .4 Salvaging Egulpment upon Termination. If not otherwisce

covered by the leases uﬁitized under this agreement, Royalty

Owners hereby grant Working Interest Owners a period of six (6)
months after termination of this agreement in which to salvage,
sell, distribute or otherwise dispose of the personal property

and facllities used in connection with unit operations,

-19-
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ARTICLE 18
COUNTERPART

b

18.1 Separale Ccvunverparcs or ratiricavions. 'This

agreement may be executed in any number of counterparts and
each executed counterpart shall have the same force and
effect as an original instrument and as if all of the parties

to the aggregate counterparts had signed the same lnstrument;

5

or, may be ratified by a separate instrurent in writing re-

v

ferring to this agreement. Each such r-vif'ication shall
have the force and effect of an executed counterpart hereof
and of adopting by reference all of the provisions hereof.

18.2 Joinder in Dual Capaclty. It shall not be

necessary for partics owning both working incerests and royalty
interests to execute this agreement in both capacities in

order to commit both classes of interests. Exccution herc-

of by any such party in one capacity shall also constitute

execution in the other capacity.

19.1 Amendments Affecting Working Interest QOuners.

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

IN WITNESS WHEREOF, The parties hereto have executed this
agreement upon the respective dates indicated oprosite their

respective signatures.

ATTEST: CONTINENTAL OIL COMPANY
By

Attorney in Fact

Date: ‘ UNIT OPERATOR AND WORKING
INTEREST OWNER

ATTEST: COTTACE BAKERS

By

}
3
]
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ATTEST:

Date:

ATTEST:

Dates -

Date:

ATTEST:

Date:

ATTEST:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

GULF OIL CORPORATION

By

TEXAS PACIFIC COAL AND OIL
CCMPANY

By

BILL A, SEELTON

JOSEPH I. O'VEILL

UNION OIL CCMPANY OF
CALIFORNIA
By

WESTERN DEVELOPMENT COMPANY




bate:

Date:

Date: \

Date:

Date:

Date:

Date:

Date:

Date:

OWNERS OF OVERRIDING
RCYALTIES OR PRODUCTICH
PAYMENTS
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STATE OF i
COUNTY Op H
The foregolng instrument was acknowledged before e this
day Of ? 1 2 3 by ?
, of »
a gorporetion, on behall of'gaid’corporation.'

My Commission Explres: Notary Publlc

County, -

STATE OF g
COUNTY OF
The foregoing instrument was acknowledged before me this
day of , 1962, by ’
a corporation, on Pbehall ol said corporation.

My Comm.ssion Expires: Notary Publle

County, o
STATE OF H
COUNTY OF ]
The foregolng instrument was acknowledged before me this
da"’ Of 3 1962’ by 7

of
soFporation, on penal IT of sald corporation.

m

[0
14
I.l-
e

S..

My Commission Expires? Totary &

Coumty,

STATE OF §

COUNTY OF_ s
The foregolng instrument was acknowledged before me this
day of 196D by

a corporation, ) behalf'of'saia Eiﬁoraffon.

My Commission Explres: Notary public

County,

e ——————
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STATE OF §
COUNTY OF |

The foregoing instrument was acknowledged before me this

day of , 1962, by .
My Commission Expires: — Notary Public

County,

STATE OF {
COUNTY OF %

The foregoing lnstrument was acknowledged before me this
) day of s 1962, by .
My Cornmilssion Explires: Notary Public'

. ———____SCounty, _

STATE OF E
COUNTY OCr i

The foregoing instrument was acknowledged before me this
day of , 1962, by .

—

My Commission Expires: Notary Public

County,

STATE OF

COUNTY Or I |

The foregolng instrument was acknowledged before me this

day of 1962, by
and ’ s r’lis wite.
My Commission Expires: Notary Public
County, _
24




EXUIBIT "A" < UNIT AGREEMENT
SCHZDULE QI TRACTIS

CHAVES COUNTY, NEW MEXICO
T34CT DIZCRIPTICY TCBER CF mw»gb NUMBER & BASIC ROYALTY WCRKING INTEREST OWNER OVERRIDING ROYALTY BRCINTAGT PARTICIFATICY
C. CF LAY ACRZS ZXFIRATION DATE AND PERCENTAGE OWNZR AND PERCENTAGE PRIYARY PHAS SECCIDARY FEats
3 80.00.—" B-8459 -~ HBP State of WM ooadmmm\mmmxmum 95 .0% Gulf 011 Corp: 8.906 9% 4,60163
12.5% Gulf 04l Corp. 5.0% Primary Fhase 12,5¢
Secondary Fhase 25.0%
b 480,00 7 B-8459 - HBP State of IM Gulf 031 Corv. 120.0% None 20.00693 22.26787
Ssction 27: - 12.5% ,
Ay, THSEy,
S
Ya T1k5.3213 80.00 B-8459 - HBP State of MM Gulf 0i1 \oq,w_w. 100.0% None 5.46506 6.0110k
mmoﬁo; mw - 12,54
5 40,00 E-~5%id - HBp State of NM R W Fair 57.0% None 0.05585 0.46016
12,5 S P Yates 19.0%
Gus W Arnold 3.04
International 01l
& Gas Corp. 20,02
S P ¥ates Drig Co-
10,08
) Ti14S2273; 220,00 E-5354% -~ EBP State of XM oon»\%ww 011 None 33.2715% 32,29687
Saction 34t \ 12.5% Comrany 10C.0%
7 T1ne-3213: 40,00 Z-14%87 - HBP State of WM Texas Paw¢ific Coal, None 4,03642 L. 4386
Seetion 34: 12.5% and Cil Company
TELTES 100.,0%
8 T1ka3213: g 240,00 2-7662 ~ HBP State of NM Guilf 011 Corp,- 100.0% None 13,62398 2104269
Section wﬂ."\ \ 12.5% \
SINYE, Sid
9 Ti14S-R213; FO.OO\ E-3277 - HBP State of NM Continental Phillips Petroleum 0.030 0.26265
J mmo.mHom w\_\m 12.55 Company 100.0% Company 5.468759
/ SIS
. Ten State of New Mexico Tracts conts in'rg 1,320.00 acres or 89.18919% of g Unit Area
FLC/c
61163




EXHIBIT “A" - UNIT AGREEMENT--Continue

WORKING INTEREST OWNER

CVERRIDING ROYALTY

TRACT DISCITFTION NUMBER CF EXPIRATICN DATE BASIC ROYALTY PS:.CENTAGE FARTICIPATICH
X, CF LAMD AC2ES AND PZRCENTAGE OWNZR AND PEICEINTAGE PRIMAIY PEASE SECONDARY PEASES

Fee or Privately Owned Land

1 MUS-IPE: - 80.00 HBP Luther B Harris B8ill A Shelton 93-1/3% Union 01l Company of 9.00365 o574
mmoﬂ_ﬂmgn - - & wife, Loul Margaret Soss €-2/3% California: 5.5755
WiEE 6.25% Szcondary Fhase: Primary Pnhase 1/16
Hardin-Simmons ‘nion 0il Co. of
University Zalifornia 50,0%
6.25% 3ill A Shelton 50.0%
2 Ti4S-321B: - 80,00 HBP M H Medlin Prionk A Eoward When precduction aver=- 5.59892 2,93847
Section 22: - ~Estate 2,00000% ages 19 barcels or
B33t 12.5% G #ilier Lundbeck more of oil per well
2.50000% per day per calendar
Edward L Shea 7.50000% month, the following
Peter L Shea  5.85833% will aprly:
E T Anderson  1.85000% Malco Refineries, Inec.
Aalte:r Duncan m.Mmooo&
134291 7% E T Anderson 0.60938%
J ‘Aalter Duncan, Jr. N C Dragisie,
1%.88%7% Trustee 0.203124%
Vincent J Duncan H A Savage 0.40625%
” 5 .60900%
Raymond T Duncan When production aver-
2.788834 ages less than 15
Edwinia § Brokaw barreis of oil per day
5 .85834% per well per calendar
Joseph I 0'"Neill, Jr. month, the following
36.716656% will apply:
Malec Refineries, Inc.
3.12500%
E T Anderson 0.63281%
N C Dragisic,
Trustee 0,21004%
H A Savage 0.42188%
Two Fee Tracts containing 160.00 acres or 10,81081% of the Jnit Area
Total of Twelve ‘‘racts containing 1,480.00 acres
PLC/c
6-11-63 2
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PRODUCTION DEPARTMENT

NEw MEXICO DIVISION
A. R. SLAYBAUGH

DivisioN SUPERINTENDENT

V. C. EtSSLER

AN AA R

CONTINENTAL OIL COMPANY

P. O. BOX 1377
ROSWELL, NEW MEXICO

328 PETROLEUM BUILDING

October 30, 1963

ASSISTANT "MVISION SUPERINTENDENT
/ )

PI1 ONE

New Mexico 0il Conservation Commission —
P. O. Box 871 @
Santa Fe, New Mexico g;
2

Attention: Mr. A. L. Porter, Jr. =
Secretary-Directer 25

Gentlemen: .
L=

+h llniti}:_ i

Attached is a conformed copy of the Un
Agreement. and the Certificate of Unitization which~=
is recorded in Book 87, Page 150 of the Miscellaned@s
Records, Chaves County, New Mexico, October 22,

1963,
Please note that Exhibits A and B have

been revised.
Yours very trul

ﬁg,-!é_gu

ly.
Q

PLC-sg

Attachment

ERI NG I N PETROLEUM PR OGRESS S I NCE

TELEPHONE: MAIN 2-4202
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ATTEST: S Stals of tNewfrgte:m' }'ss
cerTiFiED THis 2204 pAY or IRTERY "' gec. #7719 C F'ILUEml]D” aves :
Szcx , ‘9__63 AS A TRUE R . e . f‘" e, $1l75 FDR REGDRD
AMD CORPRICT CUOY oF TUR P L7 . 2
oo Ty ccRTIFICATE OF. UNITIZATION OCT 22 1383
e FAQ'P(‘AP mFEN mn' 'me A(‘p-‘p""m .iJ:QC.D‘C‘OCk.}.) M,and recorded lﬂ
— _Yorothy lierring ' CHAVES COUNTY, NEW MEXICO book ... BT page .. 150..
Y = AR -\?-\rr-’: PRI !:.P)- BC lVE‘.~ DATE :+ «NOVEMBER 1, 1963 -.-.DQI‘Qt‘hV hehrlngCounlyCIerk
A A T Js/. Pat. Smith....... Depuy

1HEREAS that ceitain Uhit Agreement for the Development and Opera- (Seal)

tion of the Eastcap Queen Pocl Unit, Chaves County, New Mexico, and the

Unit Operating Agreement companion thereto, each dated July 16, 1962,

has reen executed or ratified by Working Interest Owners owning a com-

bined Unit Participation of more than 80% (based upon either Primary

Phase or Secondary Phase Participation), and the said Unit Agreement has

been executed or ratified by Royalty Owners owning a combined interest

of more thar 80% (based upon either PFrimary Phase or Secondary Phase
Participation); and

WHEREAS, the Commissioner c¢f Public Lands of the State of New Mexico
has approved said Unit Agreement by executing a Certificate of Approval
dated October 1, 1963; and

WHEREAS, the appfoval of the 0il Conservation Commission of the
State of New Mexico has been obtained as evidenced by its Order No.
R-2515 (Case No. 2837) dated July 9, 1963; and

Lo WHEREAS, 2 fully executed counterpart of said Unit Agreement was

on October 4, 1963, filed for record and is recorded in Book 87, Page

i 41, of the 0il and Gas Records of Chaves County, New Mexico, such re-

’ cording having been made as expeditiously as possible after 1tsE§pproval
and return by the Commissioner of Public Lands of the State of N@aw ;’
Mexico with the consent of the Working Interest Owners so executthg 6:
ratifying; and I

{ . N . 5“

-

WIIEREAS, Tracts 3, 4, 4a, 6, 7, 8 and 9 which corner, adjoim or;:
are contiguous to each other, (representing a combined Unit Participame
tion in excess of BU% within the original Unit Area depicted on ﬁihibgg
B to said Unit Agreement) have been committed to said Unit Agreement and
Unit Operating Agreement, 100% of both Working Interest Owners and’
Royalty Owners in each of such Practs having executed or ratified the
same as provided therein, and each and every prerequisite to the Unit's
effectiveness has now been met as provided in Article 16 of the said
Eastcap Queen Pool Unit Agreement 1nsofar as said Tracts 3, 4, 4a, 6,
7, 8 and 9 are concerned:;

NOW THEREFORE, CONTINENTAL OIL COMPANY as Unit Operator does hereby
declare and certify to all of the foregoing, and that said Unit shall be
and it is hereby effective as to Trncts 3, 4, 4a, 6, 7, 8 and 9 des-
cribed in Exhibit “A" of said Unit Agreement as of 7:00 A.M. on the
first day of Ncvember, 1963,

I ; IN WITNESS WHEREOF, this certificate is executed thiw/z,d/g; day

of October, 1963, by the undersigned, as Unit Operator, pursuant to
Article 16 of said Unit Agreement.

com'mr; % OMPANY A |
vc%‘- |

By / Zaa) Tepns— e
Attprney in Fact

STATE OF TEXAS b §
COUNTY OF TARRANT | p
......... The., foregoing 1nstrume9swwE£Y§cknowledged before me this/ /<A day

of Oetcber,.1963 by , Attorney in Fact of CONTINEN-
:*TAL OIL COMPANY a Delaware corporation. on behalf,gﬁ/sgid/qorporatlon,
. / - B .
i Ny . . S
. -j\gy_é:om_lss%.gn;: EXPJ-I'GSS N e T /
: Ay . = Notary Public, Tarrant County,

-
—

Tz VA
S e —7 . Texas
. o Tt eiene” o~ B . N

l'l . . I )
, T



UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
EASTCAP QUEEN POOL UNIT
CHAVES COUNTY, NEW MEXICO

NO,

4
THIS AGREEMENT, entered into as of the /£ ““Aday of /2, o,

ﬂ’ 7
19 42 , by and between the parties subscribing, ratifying or®

consenting hereto, and herein referred to as 'parties hereto"”,

WITNESSETH: That,

WHEREAS, in the interest of the public welfare and to promote
the conservation and increase the ultimate recovery of cil, gas
and associated minerals from the unitized formation underlying the
Unit Area hereinafter defined, to prevent waste and to protect
the rights of the owners of interests therein, it is deemed
necessary angd desirable to enter into this agreement unitizing
the 0il and gas rights in and under the unitized formation covered
hereby in order to effect a secondary recovery, pressurs malntenance
or other recovery program as hereinafter provided; and

WHEREAS, The parties hereto are the owners of sufficient oil
and gas interests within the Unit Area to give reasonably effective
control of operations therein, and the Commissioner of Public
Iands of the State of New Mexico is authorized to consent to or
approve this agreement on behalf of the State of New Mexico insofar
as 1t covers and includes lands and mineral interests of the State
of New Mexico, and

the 011 Conservation Commission of the State of

]

New Mexico 1s authorized to approve this agreement and the conserva-

tion provisions hereof;

NOW, THEREFORE, in consideration of the premises and of the
mutual covenants and agreements herein contained, the parties
hereto commit to this agreement their entire respective oil and
gas rights within the Unit Area hereinafter described insofar as
the unitized formation covered hereby underlies the same, all

upon the following terms and conditions.

i
!
1




DEFLNITIONS

As used in this agreement, the terms hereilnafter set cut
shall have the followlng meaning:

1.1 Unit Area, shall mean the lands situated within the
Caprock Queen Fleld, Chaves County, New Mexlco, described by
Tracts in Exhibit "A" and shown on Exhibit "B", as to wnich this
agreement becomes effective or to which 1t may be extended as

provided herein,

1.2 Unitized Formation, shall mean that subsurface portion

or nortions of the Unit Area commonly known or described as the
Artesia Red Sand member of the Queen formation in the Guadaluplan
Serles, The Artesia Red Sand member is found between the gub-
surface depths of 3053 and 3105 feet, measured from Kelly bushing,
in the Continental 011 Company State "R-34% well No., 4, located
660 feet from the North line and 1980 feet from:the East line of
Section 34, Township 1% Scuth, Range 31 East, N.M,P.M.. Chaves

County, New Mexico.

1.3 Unitized Substances, shall mean all o011, gas, gaseous

substances, sulphur contained in gas, condensate, distillate and
all associated and constituent liquid or liquefiable hydrocarbons
within or produced from the Unitized Formation,

1.4 Working Interest Owner, shall mean any party hercio

>

inciuding a carried working interest owner, holding an interest
in Unitized Substances by virtue of a lease, operating agreement,
fee title or otherwise, which interest is chargeable with and
obligated to pay or bear, either in cash or out of production

or otherwise, all or a portion of the cost of drilling, develop-
ing, producing and operating the Unitized Formation.

1.5 Royalty Owner, shall mean any parvy hereto who owns a

right to or interest in any portion of the Unitiged Substances or
proceeds thereof other than that of a Working Interest Owner,

1,6 Commissioner, shall mean the Commissioner of Public

LanGgs of the State of New Mexico.

1.7 Cormissicn, shall mean the 01l Conservation Commission of
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the State of New Mexico,
1.8 Tract, shall mean each parcel of land described as such
and given a Tract number in Exhibit "A,"

1.9 Unit Operating Agreement, shall mean the agreement

entitied "Unit Operating Agreement, Eastcap Queen Unit, Chaves
County, New Mexico," of the same effective date as the effective
date of this agreement, and executed by and between the Working
Interest Owners who are parties to thls agreement, and any amend-
ment thereof,

1.10 Unit Operator, shall mean the Working Interest Owner

designated by the Working Interest Owners pursuant to the Unlt
Operating Agreement to develop and operate the Unitized Formatlon.

1.11 Tract Participation shall mean that percentage of

Unitized Substances produced from the Unitized Fcrmation which 1s
allocated to a tract under this agreement, whether during the
primary phase or the secondary phase,

1.12 Unit Participation of Each Working Interest Owner shall

mean the sum of the percentages obtained by multipliying such
Working Interest Owner's fractional working interest in each tract

by the tract participaticin of such tract separately for each the

phase, and Secondary Phase Unit Participation shall mean such Unit

Participation during the secondary phase,

1.13 OQOutside Substances, shall mean all substances obtained

from any source other than the Unitized Formation, and which are
injected into the Tnitized Formation.

1.14 0il and Gas Rights, shall mean the right to explore,

develop and operate lands within the Unit Area for the production

of Unitized Substances or to share in the production so obtained

1.15 Primary Phase shall mean that period from the efiective

date until 7 a.m. on the first day of the month next following the
month during which the cumulative total production from August 1,

1960, has reached 350,000 barrels (the cumulative production used

-3 -




hereln shall be from individual lease operators' reports to the

MMOCC from August 1, 1660, until the effective date of unitization
and then t'rom the unlt operator's report to the NMOCC until a
total of 350,000 barrels has been produced),

1,16 Secondary Phase shall mean that period commencing upon

terminatlion of the primary phase and continuing throughout the

duration hereof,

ARTICLE 2
EXHIBITS
2.1 Exhibits, Attached hereto are the following exhibits
incorporated herein by reference:

2.1.1 Exhibit "A," is a schedule describing each Tract

in the Unit Area and showing its Tract Participation,

2.1.2 Exhibit "B," is a map of the Caprock Queen Field,

showing the boundary lines of the Unit Area and Tracts thereon,

2.2 Reference to Exhibits. Whenever in this agreement

reference 13 made to any of said exhibits, such reference shall
mean said exhibits as originally attached hereto; or if the same
have been revised, it chz2ll mean the latest reviglon thereof,

2.3 Exhlbits Considered Correct, Said exhlbits for all

purposes of this agreement shall be consildered as true and correct

uniess and until they are revised or corrected as hereln provided.

2.4 Correcting Errors. The shapes and descriptions of the
respective Tracts have been established using the best information
avalilable, In the event it subsequently appears that any Tract
should, because of diverse royalty or working Iinterest ownership
on the effective date hereof, be divided into more than one Tract,
or that any mechanical miscalculation has been made, Unit Operator,

with the approval of Working Interest Owners, may correct such

‘mistake by revising the exhibits to conform to the facts, Such

corrections shall not include any re-cvaluaticon of previcusly
estabplished engineering or geoivglical inverpretations used in

establishing Tract Participation. Each such revision of exhibits,
if made after this agreement becomes effective, shall be effective

at 7:00 otclock a.,m, on the first day of the calendar month next
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followin, the filing of the exhibit relating thereto or on such
other date as is determined by Working Interest Owners. Any

such revision made prior to the effective date hereof si

1all be
effective on the effective date.

2.5 Filing Revised Exhibits. If and when the exhibits, or

any revision thereof, are revised pursuant to this agreement, Unit
Operator shall file two copies of such revised exhibits with the
Commissioner, and shall certify and file the revised exhibits for

record in the County or Counties in which this agreement is filed.

ARTICLE 3
CREATION AND EFFECT OF UNIT

3.1 0il and Gas Rights Unitized. Subject to the terms and

conditions of this agreement, all tihe 0il and Gas Rishts of the
Royalty Owners in and to the lands described in Exhibit "A", and
all of the 0il and Gas Rights of the Working Interest Owners in and
to said lands are hereby unitized insofar as said respective Oil
and Gas Richts pertain to the Unitized Formation, all to the samc
extent as if the Unitized Formation had been included in a single
icase executed by all the Royalty Owners, as lessors, in favor of
all the Working Interest Owners, as lessees, and as 1f said lease
had been subject to all of the terms and conditions of this agree-
ment .

3.2 Personal Property Excepted. Working Interest Cwiners have
each individually heretofore placed in cr on their wells and in or
on lands affected by this agreement, various items of personal
property which are lease and well equipment, as to all of which
Working Interest Owners have the right, as provided in their
respective leases, to renove such property from the premises and
all of which installations were made with the intention anc under-
standing that all of the same would be and remain personal property
and that no part thereof would be or become 2 part of the realty.
{orking Interest Owners except from the terms and provisions of
this agreement, and hereby sever from said lands, for all purpcses,
all such lease and vell equipment which may be or may hareafter
become located in or on the lands or in the wells on the lands
2ffected hercby. To conform their respective investments in such

equipment, Jorking Interest Owners have made a separate agreement




with each other with respect thereto,

3.3 Amendment of Leases and Other Agreements, The provisions

of inhe varlous leases, agreements, division and transfer orders,
or- cther instruments covering the respectlive Tracts or the pro-
duetion therefrom arc amended to the extent necessary to make them
conform to the provisions of this agreement, but otherwise shall

remain in effect.

3.4 Continuation of Leases and Term Royaltlies. Unit Oper-

ations conducted on any part of the Unit Area shall be conslderecd
wlith respect tn leases and term royalties as follows:

3.4.,1 Operations, including drilling operations,
conducted with respect to the Unitized Formation on any
part of the Unit Area, or production from any part of the
Unitized Formatlion, except for the purpose of determining
payments to Royalty Owners, shall be considered as operations
upon or production from each Tract, and such operations or
production shall continue in effect each lease or fterm
royalty interest as to all lands covered thereby just as
if such operations had been conducted and a well had been
drillied on and was producing from each Tract.

3.4,2 Any lease embracing lands of the State of New
Mexilco whiah 1= mz3c Subject Lo thils Agreement shall con-
tinue in force beyond the term provided therein as to the
lands committed hereto until the termination hereof,

3.4.3 Any lease embracing lands of the State of New

Mexlco having only a portion o

5]

ts land committed hereto,
shall be segregated as to the portion committed and that
portion not committed, and the terms of such lease shall
apply separately as to such segregated portions commencing
as of the effective date hereof, Notwithstanding any of the
provisions of this asmanmandt Lo 20 LLuary, any lease
embracing lands of the State of New Mexlco having only a
vortion of its land committed hereto shall continue in full
force and effect beyond the term provided therein as to all
lands embraced in such lease (whether within or without the

Unit Area), (1) if, and for so long as Unitized Substances

-6 -
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are Capabieé O Deing produced in paying gquantities from some
part of the lands embraced in such lease committed to this
agreement, of (i1) if, and for so long as some part of the
lands embraced in such State lease are inciuded in the
Participating Area; or (i1i) if, at the expiration of the
secondary term, the lessee or the Unit Operator is then
engaged in bona fide drilling or reworking operations on
some part of the lands embraced therein and for so long as
such operations are belng diligently proseguted, and if they
result in the production of Unltized Substances, sald lease
shall continue in full force and effect as to all of the
lands embraced therein, as provided in (i) or (ii) above.

3.5 Titles Unaffected by Unitization. Nolhing hereln shall

be construed to result in the transfer of title to the 0il and

Gas Rightgs covered hereby between the parties hereto or to Unit
Operator, other than the right to exercise such 0il and Gas Rights
and to share in the Unitlzed Substanrncec or the proceeds therefrom
to the extent and manner herein provided.

3.6 Injection Rights. Royalty Cwners hereby grant unto

Working Interest¢ Owners the right to inject into the Unitized
Formatlon any substances in whatever amountes thc Working Inverest
Owners deem expedient, including the rignt o place and maintain
injectlon wells on the Unit Area and to us>» producing or abandoned

oil or gas wells for said purposes.

ARTICLE 4
PLAN OF OPERATIONS
4,1 Unit Operator. Working Interest Owners are, as of the

effective date of thls agreement, entering into a Unit Operating
Agrcomenly, aesignating continental 01l Company Unit Operator.

Unit Operator zhall have, subject to the terms, provisions and
limitations expressed in the Unit Operating Agreement, the exclu-
sive right to develop and operate the Unit Areaz for the preoducticn
of Unitized Substances, Such operations shall be conducted in con-
formity with the provisions of this agreement and the Unit Operating
Agreement. In the event of any conflict between such agreements,

this agreement shall govern,

) BN & S




4,2 Lien of Unit Operator. Unit Gperator shall have a lien

upon the interests of Working Interest Quners in the Unlt Arez to
the extent provided in the Unit Operating Agreement.,
4,3 Operating Methods, To the end that the quantity of

Initized Substances ultimately recoverable may be increcased and
waste prevented, Working Interest Owners shall, with diligence and
in accordance with good englneering and production practices,
engage 1in secondary recovery operations by the injectlon of water
or other substance intec the unitized formation,

4,4 Change of Operating Methecds., Such other methods of

-

operation as may from time to time be determined by Working
Interest Owners to be feasible, necessary or desirable to effi-
cilently and economically inerease the ultimate recovery of Unitized
Substances may be conducted by Working Interest Owners, Nothing
herein contained shall prevent Working Interest Owners from dis-
continuing or changing in whole or In part any partieular method

of operation 1if, in thelr opinion, such method of cperation is no

longer in accord wlth good engineering or producticn practices.
ARTICLE 5
TRACT PARTICIPATION
5.1 Tract Participation. The Tract Participation of each

pug 2.

vract for eacn the primary phase and the secondary phase 1s shown
in Exhibit "A." Tract Participation for the primary phase for
each tract is Ehe percentage derived by dividing estimated primary
production remaining recoverable by ordinary means underlying
that tract by the estimated primary production remaining recover-
atle by ordinary means underlying %the Unit Area, and Tract
Participation for the secondary phase for each tract 1s the per-
centage derlved by dividing the estimated reserves recoverable
by secondary recovery operations for that tract by estimated re-
serves recoverable by secondary operations underlying the Unit Area,
all with respect to the Unitized Formation,

5.2 Relative Tract Participations, Whenever the Unit Area

ls enlarged or reduced, the revised Tract Participations of the
respective tracts included within the Unit Area for each the

primary phase and the secondary phase, prior to such enlargement

-8 -
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or reduction, chall remain in the same ratio one to the other,

ARTICLE 6
ALLCCATION OF UNITIZED SUBSTANCES

6.1 Allocation to Tracts. All Unitized Substances

and saved shall be apportioned among and allocated to the several
Tracts within the Unlt Area in acccrdance with the respective
Tract Particlpations effectlve hereunder during the respective
perlods such Unitlzed Substances were produced, as set forth in
Exhibit "A." The amount of Unitized Substances so allocated to
each Tract, and only that amount, regardless of whether 1t be
more or less than the amount of the actual production of Unitized
Suhstances from the well or wells, if any, on such Tract shall,
for all intents, uses and purposes, be deemed to have been produced
from such Tract,

6,2 Distribution within Tracts. The Unitized Substances

allocated to eachn Tract shall be distributed among, or accounted
for to, the partles entitled to share in the production from sﬁch
Tract in the same manner, in the same proportions, and upon the
same conditlons as they would have participated and shared in the
production from such Tract, or in the proceeds thereof, had this
agreement not been entered into, and with the same legal force

and effect,

6.3 Taking Unitized Substances in Kind., The Unitized Sub-

stances allocated to each Tract shall be delivered in kind to the
respective parties entitled thereto by virtue of the ownership of
0il and Gas Rights therein or by purchase from such owners. Such
parties shall have the right to construct, maintain and operate
withlin the Unit Area all necessary facilities for that purpose,
provided the same are so constructed, mainta‘*ned and operated as
not to interfere with operations carried on pursuant hereto. Any
delivery in kind of any portion or the Unitized Substances shall

be borne by the party receiving the same in kind,
6.4 Failure to Take in Kind, To the extent that any party

entitled to take and recelve in kind any portion of the Unitized
Substances shall fail to take or otherwise adequately dispose of

-9 -
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the same currently as ana when produced, then so long as such

conditions continue, Unit Operator, as acent and for the account

and at the expense of such narty shall, in order to avoid curtailing

the operation of the Unit Arca, dispose of such production on a
day-to-day bLasis in any reasonable manner Unit Operator seces fit,
and the account of suach party shail be charged therewith as having
received the same. The proceeds, if any, of the Unitized Sub-
stances 50 uisposed of by Unit Operator shall be paid to the

party entitled thereto. RNotwithstanding the foregeing, Operator
shall not make a sale into interstatc commerce of any other party's
share of gas production without first giving such other party

sixty days' notice of such intended sale.

6.5 Responsibility for Royalty Settlements. Any party

receiving in kind or separately disposing of all or part of the
Unitized Substances allocated to any Tract, or receiving the pro-
ceeds therefrom if the same is sold or purchased by Unit Operator,
shall be responsible for the payment of, and shall indemnify all
other parties, including Unit Operator, against any liability for
any and all royaltlies, overriding royalties, production payments
and any and all other payments chargeable against or payable out

of such Unitized Substances or the proceeds therefrom.

6.6 Royalty on Outside Substances. ith respect to any

outside substance consisting of natural vas, fifty percent (50%)

of any like substance contained in Unitized Substances subsequently
produced and sold or used for other than operations hereunder shall
be deemed to be a recovered outside substance until the aggregate
of said recovered outside substance equals the accumulated volume

AL me-al. ved o 2N

of cuh CUTILI4l Suusiance >U imjectea 1NTO the Unitized Formation.




No pavment shall be due or payable to royalty owners on any
substance which 18 classified hereby as a recovered outside

substance.

ARTICLE 7
USE OR LOSS OF UNITIZED SUBSTANCES

7.1 Use of Unitized Substances. Working Interest Owners

may use as much of the Unitized Substances as they deem necessary
for the operation and development of the Unit Area, including

but not limited to the injection thereof into the Unitized
Formation,

f.2 Royalty Payments. No royalty, overriding royalty,

production or other payments shall be payable upon or with respect
to Unitized Substances used or consumed in the operation or
development of the Unit Area or whicih may be otherwise lost or
consumed in the production, handling, treating, transportation

or storing of Unitized Subsatances,

ARTICLE 8
TRACTS TO 8E INCLUDED IN UNIT

8.1 Percentages of Commitment Required. On and after the

effective date hereof and until the enlargement or reduction
thereof, the Unit Area shall be composed of the following Tracts
iisted in Exhibit "aA" which cormer, adjoin or are contiguous to
each other: |

8.1.1 Each Tract as to which Working Interest Owners
owning one hundred percent (100%) of the working interest have
signed or ratified this agreement and Royalty Owners owning
elghty percent (80%) or more of the royalty interest have signed
or ratified this agreement; and

8.1.2 Each Tract as to which Working Interest Owners
owning one hundred percent {100%) of the working interest have
signed or ratified this agreement and Royalty Owners owning less
than eighty percent (80%) of the royalty interest have signed

or ratified this agreement, and as to which (a) all Working

- 11 -



Interesi Owineis in Such Tract join in a request for the inclusion
of such Tract in the Unit Area, and further as to which {b) One
hundred percent (100%) of the combined voting interests of Working
Interest Owners in all Tracits which meet the requirements of
Section 8.1.1 vote in favor of the inclusion of such Tract. For
the purpose of this Section 8.1.2 the voting interest of each
Working Interest Owner shall be equal to the ratio {expressed in
percentage) which the total c¢f such Working Interest Owner's Unit
Participation attributable to Tracts which qualify under Section
8.1.1 bears to the total of the Unit Pavticipation of all Working
Interest Owners attributvable to all Tracts which qualify under
said Section 8.1.1; and

8.1.3 Each Tract as to which Working Interest Owners
owning less than one hundred percent (100%) of the working interest
have signed or ratified this agreement, regardiess of the per-
centage of royalty interest therein that is committed heréto, and
as to which (a} the Working Interest Owner who operates the
Tract and all of the other subscribing Working Interest Cwners
in such Tract have jcined in a reguest for inciusion of sue
Tract in the Unit Area and have executed and deliveread ain indemnity
agreement acceptable to the otherWorking Interest Owners in the
Unit Area indemnifying and agreeing to hold such parties harmless
from and against all claims and demands that may be made by the
nonsubscribing owners in such Tract on account of the inclusion
of the same in the Unit Area, and further as tc which {b) one
hundred percent (100%) of the combined voting interest of the
Working Interest Owners in all Tracts which meet the requirements
of Sections 8,1.1 and 8.1.2 above, vote in favor of the inclusion
of such Tract. For the purposes of this Section 8.1.3 the voting
interest of each Working Interest Owner shall be equal to the
ratio (expressed in percentage) which the total of such Working
Interest Ovner'!s Unit Participation attributable to Tracts which
qualify under Sections 8.1.1 and 8.1.2 vears t¢ the total Unit
Participation of all Working Interest Owners attributable to all

Tracts which qualify under said Sections 8,1.1 and 8.1.2.

- 12 -



8.2 Subseguent Commitment of Interest \c Unit. Any

interest in any iract within the Unit Area not committed hereto
prior to the effective date of this agreement may thereafter be
committed hereto upon compliance with the applicable provisions
of this article hereof, at any time for a period tc and including
six months after the effective date of this acreement on the same
basis of participation as provided in this article and in Article
S, by the owner or owners thereof subscribine, ratifying, or
consenting in writing to this asreement and, if the interest is

a working interest, by the owners of such interest subscribing
also to the Unit Operating Agreement.

It is understood and agreed however, that from and after
six months from the effective date hereof, the commitment hereto
of any interest in any tract within the Uait Area shall be upon
such terms and conditions as may be negotiated by Working Interest
Owners and owners of such interest, and upon approval by the

Commissioner.

8.3 Revision of Exhibits. In the event any of the Tracts

described in Exhibit "A" fail to qualify for inclusion in the
Unit Area, Unit Operator shall rvecompute, using the original basis
of computation, the Tract Participation of each of the qualifying
Tracts and shall revise Exhibits "A" and "8" accordingly. Said

revised exhibits shall be effective as of the effective date hereof.

ARTICLE 9
TITLES

9.1 Removal of Tract from Unit Area. In the event a Tract

ceases to have sufficient Yorking Interest Owners or Royalty
Owners committed to this agreement to meet the conditions of
Article 8 because of failure of title of any party hereto, suci
Tract shall be eliminated from the Unit Area as of the first day
cf the calendar month in which such failure of title is finally
deternmined; provided, however, that a Tract shall not be removed
from the Unit Area if, within ninety (90) days of the date of
final determinatian of the failure of title, "Jorking Interest
Owners and Royalty Owners hecome parties to this agreement in

sufficient numbers to meet the qualifying provisions cf Secticr

8.1.1 or the Tract otnerwise qualifies under tne provisions of

- 13 -
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Ssction 8.1.2 or B.1.3.

9.2 Revision of Exhibits., In the event any Tract is eliminat-

ed from the Unit Area because of the failure of title pursuant to
the provisions of this Article, Unit Operator shall recompute the
Tract Participation of each of the Tracts remaining in the Unit
Area and shall revise Exhibits "A" and "B" =ccordingly. Said
revised exhibits shall be effective as of the first day of the
calendar month in which such failure of title is finally determined.

9.3 Working Interest Titles. If title to a working interest

fails, the rights and obligations as hetween the Working Interest
Owners in respect thereto shall be governed by the Unit Operating
Agreement,

9.4 Royalty Owner Titles, If title to a royalty interest

fails, but the Tract to which it relates is not eliminated from
the Unit Area; the party whose title failed shall not be entitled
to share hereunder in respect to such interest.

3.5 Production Where Title in Dispute. If the title or

right of any person claiming the right to receive in kind all or
any portion of the Unitized Substances allocated to a Tract 1is in
dispute, Unit Operator at the discreticn of Working Interest
Owners shall either:

9.5.1 Require that the person or persons to whom such
Unitizéd Substances are delivered or %o whom the proceeds thereof
are paid, furnish security for the proper accounting therefor to
the rightful owner or owners in the event the title or right of
such person or persons shall fail in whole or in part, or

9.5.2 Withhold and market the portion of Unitized
Substarnces with respect to which title is in dispute, and impound
the proceeds thereof until such time as the title or right thereto
is established by a final Juaguwent of & court of competent
jurisdiction or otherwlise to ine satisfaction of Working Interest
Owners, whereupon the proceeds so impounded shall be paid to the

person or persons rightfully entitled thereto.

ARTICLE 10
EASEMENTS OR USE OF SURFACE

10.1 Grant of Easements. The parties hereto, to the extent

cf their rights and interests, hereby grant to Working Interest
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Owners the right to use as much of the surface of the land within
the Unit Area as may be reasonably necessary for the operation

and development of the Unit Area hereunder; pcovided, that nothing

o

herein shall be construed as leasing or otherwise conveying to
Working Interest Owners a site for a water, gas injection, process-
ing or other plant, or camp site.

10.2 Use of Water. Working Interest Owners shall have free

use of water from the Unlt Area for operations hereunder except
water from Royalty Owners' wells, private lakes, ponds, or
irrigation ditches.

10.3 Surface Damages. Working Interest Owners shall pay

the rightful owners for damages to growling crops, timber, fences,
improvements and structures on the Unit Area resulting from
operations hereunder.

ARTICLE 11

e}

NLARGEMENTS OF UNIT AREA

11.1 Enlargements of Unlt Area. The Unit Area may be en-

larged to include acreage reasonably proved to be productive under
such terms and conditions as determined by the Working Interest
Owners, including but rot limited to, the following, and if the
acreage qualifies as provided in Article 8:

11.1.1  The pértiuipation to be allocated to the
acreage added to the Unit Area shall be based on all avaiiable
information to the end that a reasonavle and fair participatibn‘
shall be so allocated,.

11.1.2 There shall never be any retroactive allocation
or adjustment of operating expenses or of interests in the Unitized
Substances produced, or proceeds thereof, by reason of an enlarge-
ment of the Unit Area; provided, however, this limitation shall
not prevent an adjustment of investment by reason of such enlarge-
ment.

11.1.3 In ihe esvent of an enlargement of the Unit Area,
Unit Operator shall, subject to Section 5.2, recompute the Tract
Particiratlion of each Tract within the Unit Area as enlarged and
shall revise Exhibits “A" and "B" accordingly.

11.1.4 The effective date of any enlargement of the
Unit Area shall be 7:00 o'clcck a.m, on the first day of the

~15-



calendar month followino compliance with conditions for enlarge-
ment as specified by ‘orking Intercst Owners, upon approval of the
enlargement of the Unit Area by the Commissioner and the Commission,
and the recording of revised Exhibits "A" and "B" in the records

of the County or Counties in which this agreement is recorded.

ARTICLE 12
TRANSFER OF INTEREST

12.1 Agreement is a Covenant. All of the terms and pro-

visions of this agreement shall extend to, be binding upon and
inure to the benefit of the respective heirs, deviseces, legal
representatives, successors and assigns of the parties hereto, and
shall constitute a covenant running with the lands, leases and

interests covered hereby.

12.2 Effect of Transfers. Any transfer, assignment or con-

veyance of all or any part of any interest owned by any party
hereto with respect to any Tract shall be made expressiy subjcct
to this agreement, No such transfer, assicnment or conveyance
shall be binding for any purpose upon any party nereto otier than
the party so conveying the same, until the first day of the calen-
dar month next succeeding the datekof receipt by Unit Operator of
a certified copy of the recorded instrument evidencing such change
in ownership.

12.3 Waiver of Rights to Partition. Each party hereto

covenants that, during the existence of this agreement, such party
shall not resort to any action at law or in equity to partition
the Unit Area or the fucilities used in the development or
operation thereof and to that extent waives the benefits of all

laws authorizing such partition.

ARTICLE 13
RELATIONSHIP OF PARYIES

13.1 No partnership. The duties, obiigations and liabilities

of the parties hereto are intended to be several and not joint
or collective, and nothing herein contained shall ever be con-
strued to create an association, trust or impose a partnership

duty, obligation or liability with regard to any one or more of the
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parties herato., Each party hereto shall be individually responsible

for 1ts own obligations as herein provided,

13.2 No Sharing of Market. Nothing in this agreement shall

be construed as providing, directly or indirectly, for any co-
operative refining or joint sale or cooperative marketing of
Unitized Substances.

13.3 Royalty Owners Free of Costs. It 1s understcod and

agreed that thilis agreement shall never be construed as impesing
upon any Royalty Owner any cobligation to pay for any developmenc
or operating expense unless such Royalty Owner is obligated to pay
for same by the terms of agreements existing before the execution
of this agreement.

13.4 Information to Royalty Owners. Each Royalty Owner shall

be entitled to all information in possession of Unit Ogerator to

which such Royalty Owner is entitled by his existing agreement

with any Worlking Interest Owner with the express stipulation that

if, by reason of this agreement; such informatlion is not avallable,
b 5

the nearest approximation or eguivaient of such information shall

be made available.

ARTICLE 14

LAYWS AND REGULATTONS

14,1 Laws and Regulations. This agreement shall be subject

to the conservation laws of the State of New Mexico, to the valid
rules, regulations and orders of the 0il Conserva%ion Commission
of New Mexlco and to all other applicable federal, state and
municipal laws, rules, regulations and ordsrs. It is not the
intention of this agreement to 1limit, restrict or prorate unit
nproduction, it being recognized that such powers are exclusively

exercised by governmental authority.

ARTICLE 15

FORCE MAJEURE

15,1 Porce Majeure. All obligations of each party hereto,

except for the payment of money, shall be suspended while sald
party is prevented from complying therewith, in whole cr 1in part,
by strikes, fire, war, civil disturbances, acts of God, federal,

state or municipal laws, orders or rcgulations, inability to




secure materials or other causes bevond the reasonable control of
said party; provided, however, that performance shall be resumed
within a reasonable time after such cause has been removed; and
provided further that no party shall be required against its will
1o adjust or setile any iabor dispute. This agreement or the
lcases or other interests subject hereto shall not be terminated
by reason of suspension of unit orerations due to the aforesaid

~rare oA
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EFFECTIVE DATE

16.1 Effective Date. This agreement shall become binding

upon each party who executes or ratifies it as of the date of
execution or ratification by such party and shall become effective
as of 7:00 o'clock a.m. of the first day of the month next
following (2) the execution or ratification ¢f this agreement and
the Unit Operating Agreement by Working Interest Owners owning a

combined Unit Participation of at least eighty percent {80%

S/

?

and the execution or ratification of this Azrcement by Rovalty
Owners owning a combined interest of at least eighty‘percent (80%)
of the royaity interest, 1n said unit Area; (b) tie approval of
this agreement by the Comaissioner and the Commission and (c)

ieast one counterpart of this agreement for record

the filing of

-
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a
in the records of Chaves County, New !lexico, by Unit Operator; and
provided, further, that if (a) and (b) above are not accompiished
on or before November 1, 1963, this agreemcnt shall ipso facto
terminate on said date (hereinafter called "termination date')

and thereafter be of no further force or effect, unless prior
thereto this agreement has been executed or ratified by Working
Interest Owners owning a combined Unit Participation of at least
fifty percent (50%) and Working Interest Owners owning a combined
Unit Participation of at least eighty percent (80%) committed to
this agréement have decided o0 extend said termination date for a
period not to exceed si# months, If said termination date is so
extended and (a) and (b) above are not accomplished on or before
said extended termination date, this agreement shall ipso facto

terminate on said extended termination date and thereafter be of




no further force or effect. For the purposes of this Article,
ownersaip shall be computed on the basis of Unit Participation

as determined from Exhibit "C'" attached to the Unit Operating

.2 Certificate of Effectiveness. Unit Gperator shall,

within thirty (30) days after the e¢ffective date of this agrecment,
file with the Commissioner and the Commission, and file for record
in the office or offices where a counterpart of this agreement is
recorded, a certificate to the effect that this agreemasnt has
pecome effective according to its terms and statin

effective date.

ARTICLE 17
TERM
17.1 Term. The term of this acreement shall be for and

during the time that Unitized Substances are produced in paying

quantities and as long thercafter or other

3]
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operations are prosecuted without cessation of more than ninety
(90) consecutive days, unless sooner terminated by Working Interest
Ownrers in the manner hereinafter provided.
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may be terminated, with the approval of the Commissioner, by Working
Interest Owners owning eighty psrcent (80%) Unit Participation

whenever such Working Interest Owners determine that unit operations

are no longer profitable, feasible or in the interest of conservation.

17.3 Effect of Termination. Upon termination of this

agreement, the further development and operation of the Unit Area
as a unit shall be abandoned, unit operations shall cease, and
thereafter the parties hereto shall be govefned by the terms and
provisions of the leases and contracts affecting the separate
Tracts just as if this agreement had never been-entered into.

17.4 Salvaginz Equipment upon Termiaation, If not otherwise

sovered by the leases unitized under this agreement, Royalty

Owners hereby ,rant Working Interest Owners a period of six (¢)
months after termination of this agreement in which to salvage,
sell, distribute or otherwise dispose of the perscnal property

and facilities used in connection with unit operations.
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ARTICLE 18

. o ———

18.1 3Separate Counterparts or Ratifigations., This

agreement may be executed 1n‘any number of counterparts and
each executed counterpart shall have the same [orce ang
effect as an original instrument and as if all of the parties
to the aggregate counterparis had signed the same instrument;
ov, may be ratified by a separate instrument in writing re-
ferring to this égreement. Each such ratification shall

have the force and effect of an executed counterpart hereof
and of adopting by reference ail of the provisions hereof,

18.2 Joinder in Dual Capacity. It shall not be

necessary for parties owning both working interests and royalty
interests_to_executebthis agreement in both capacifies in

order to.coﬁmit both classes of interesis. Execution here-

of by any éuch pafty in one capacity shall also constiftute
execution in the other capacity. -

ARTICLE 19

GENERAL

19.1 Amendments Affecting Working Interest Owners.

Amendments hereto relating wholly to Working Interest Owners
may be made»if gloned Ly ail werking Interest Owners,

IN WITNESS WHEREOF, The parties hereto have executed this \ i
, A

NG

agreement ‘unon tha respective dates indicated opposite their

i
/ CONTINENTAL OIL COMPANY &&
B G400 A
% Y7 v

respec

tive signatures.

.
e,

{ige,

ttorneyzgﬁ’Fact
UNIT CPERATOR AND WORKING
INTEREST OWNER
COTTAGE BAKERS
By

Date:_




Date:

’ R L .
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Date: 0071 13
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ATTEST:

Date:

ATTEST:
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GULF OTT. CORPORATION [Pty 3= ]

T — \_ e

By

X¥ormay In Faot

TEXAS PACIFIU COAL AND OIL
. COMPANY
By

BILL A. SHELTON

JOSEPH I, OfNEILL

UNION OIL COMPANY OF
CALIFORNIA

By

WESTERN DEVELOPMENT COMFPA
By

§. P." YATES DRILIING aompawy

By
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ATTEST: GULF OIL CORPORATION

Rv

ATTEST: TEXAS PACIFIC COAL AND OIL
_ COMPANY

By

Date: BILIL A, SEELTON

Date: JOSEPH T, QINRIL

ATTEST: UNIODN OIL COMPANY OF
CALIFORNIA

By

Date:

ATTEST: WESTERN DEVELOPMENT COMPANY

By

Date:

ATTEST: S. P. YATES DRILLING COMPLNY

Ry
=y

Date:d

Date:

Date:

) 8.0.0.004
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Date:

Date:

Date:

Date:

4+

Date:

Date:

Date:

Date:

Date:

Date:

Date:

-

OWNERS OF OVERRIDING
-ROYALTIES OR PRODUCTION
PAYMENTS
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STATE OF /(2 ;
COUNTY OF :{7_:225 EZEE

The foregoing instrument was acknowledged before me thic
. 5?'/ JB/T cay of (¢l grear- , 1962,,by_ JOMN L. KELLY ;

FACT ] (‘ﬁ’ e ;Z .
corporat on, oOn

SO TSN Pl
O '.. . | K A ..' ~ 0 / / ?1
O M S ssion Explres: Nz b4 el

J o esemiy - S U

A S NOTAry Public
- JF_;'\R?S c ’/’% é
i : Lann g4i7- County, _;4 AP
'STATE OF §
COUNTY OF ) i

The foregoing instrument was acinowledged vefore me this
day of , 1962 by ,

w
4
'
1
[
1
(
*
l
(
»
.
1Y
f
1=
{
¢
{
t
¢
]
f
<
r

Notary Public -
My Commissii : ‘
.y on. Expires County,
STATE OF HEW MEXICD §
COUNTY OF  THAVEC i
The foregoing instrument was acknoyle gggh,}qggore me this
[.s“aday of (Scletie. , 1962, by ) ,
) - -Attorney In Fao of G UEF OIC CURPORATION s
- a B pm\rqu;t\"A corporatvion, on benali oI said corporation,
o ﬂ ; )’ S ‘ ‘ .
» /Q (7/// ~ —

Son S

.,My fCo'nmisSSion Exnires. : {
_ Nota ry Pu ic =
My Commcssnon Expm; August 15, 1966 CHAVES County, NEW MEXICO

P

e
”

. STATE OF
 COUNTY OF

The foregoing instrument was acknowledged before me this
day of : , 1962, by ,
— — — of”. . o o
a : corporation, on%ehan oF 5aid corporation.

My Commission Expires:.
- Notary Public

countvy,




-——‘-——-m—-

] »
STATE OF '
COUNTY COF §

The foregoling instrument was acknowledged before me this

day of , 1962, by .
My Commission Expires: Notary Publlic
County,
STATE OF 'g
COUNTY OF '
The foregoing instrument was acknowledged before me this
day of . 1962, by
My Commission Expires: Notary Public
County,
STATE OF §
COUNTY OF R

The foregoing instrument was acknowledged before me this
day of 5 1962, by

My Commission Expires: Notary Public
County,
STATE OF -!
COUNTY OF ¥
The foregoing instrument was acknowizsdged before me this
day of , 1962, by
and , his wife.
My Commission Expires: Motors DUoasd
County,
-2l




< -
STATE OF X
COUNTY OF ¥
The foregoing instrument was acknowledged before me this
day of » 1962, by
My Commission Expires: Notary Public
County,
STATE OF g
COUNTY OF ‘
The foregoing instrument was acknowledged before me this
day of » 1962, by .
My Commission Expires: Notary Public
County,
STATE OF |
COUNTY OF -
The foregoing instrument Yas acknowledged Defore me this
__day arf > 1982, by o
My Commission mXpires: Notary FPubliec

R e ’

¥

The foregoing instrument was acknowizdiged before me this
day of > 1962, by
and » his wife,

My Commission Expires: Nots v ToT

%
I | STATE OF 4
| COUNTY OF




EXHIBIT "A" - UNIT AGREEMENT
SCEEDULE OF TRACTS
CEAVES COUNTY, NEW MEXICO

TRACT DESCRIPTION NUMBER CF SERIAL NUMBER & BASIC ROYALTY WORKING Hzem,.mema CANER wmmw.waHzo ROYALTY wmwomz“m»om v»weHmHm.»,mm ,n:
NC. OF LAYD ACRES EXPIRATION DATE AYD FERCENTAGE CWNER AND  PERCENTAGE PRIMARY PHASE SECONDARY PEASE
gstate Land
T4S-RIIE: 80.00 3-8459 ~ H3P State of NM Cottage EFakers 95.04 Gulf 01l Corp: 1043681 5.05529
3 mooﬁoa.m...w" 12.5% Gulf 0il Corp. 5.0% Primary Phase 12.5%
NiNEH Secondary Fhase 25.0%
L mm.:..mlww._ H 480.00 B-8459 ~ HBP State of NM Gulf 0il Corp. 100.0% None 23.44336 24,5728k
“o MM.WW" 12.5%
L3 “w ?
Sikes
ba T14S-RYIE: 80.00 B-8459 - HBP State of XM maf 0il Corp. 100.0% None 6.40379 6.60359
mow »Mb.MI" 12.5%
S4SE
5 T14S-RI1E: 40,00 E-SWtls - HBF State of XM W Fair 57.0% None Yot committed
mmow»ow : 12.5% aw.wm
NN 0%
& Gus Corp. 20,07
S P Yates Drlg Co.
10.0%
6 .Ermlm..;mm 320.00 E-538Lk - EBP State of NM Continental 01} Yone 38.98533 395 ..4ENAT
Zection %: 12.94 Company 10C .05
£+
7 a;.rmom..clw.wn" 40,00 E~1467 ~ FBE mdmww of N ,.nm“ﬁwmommemHo Coal None L,72092 L.,8ft1az
Section 3: 2.5% an ompany
NOPS M B 100 0%
& T143=-211%; 240,00 E-7662 - HBF State of NIf fulf 0il Corp. 10C.0% None 15.96406 23,11é¢2
mlwﬁ.o:, : 12,57
SyNdg, Sdx
9 T14CS-R317 40,07 £-3277 < HBP State of N Continertal 0il Fhillips Petroleum 0.,03597 0.2E8¢7
mmcwmgwlw.w“ 12.5¢ Company 100.0% Company  5.46875¢
SWAIA-
Eight State of New lMexico Tracts containing 1,320.00 acres or 89.183919% of the Unit Area
Saven State of Yew Yexlco Tracts committad conteining 1,280.00 acres or 86.48649% of the Uait Area
PLC/2
10-21-63




EXHIBIT "A® - UNIT AGREEMENT--Zontinued

TRACT DESCRIPTION NUMIER OF EXPIRATICN DATE BASIC RCYALTY WORKING INTEIEST OWNER OVEIRIDING ROYALTY PERCENTAGE FARTICIPATION
NC. OF LAND ACRES AND PIRCEINTAGE CWNER AYD PERCENTAGE FRIMARY FHASE SECCYNDARY FHASET
-
Fee or Privately Cwned Land
1 T1LS-R31E: 20,00 HBP Luther B Harrils Eill A Shelton ownd\uﬂ Union €1l Company of Not committed :
Section 22 & wife, Loul Yargaret Ross 6-2/3% California: |
Y 6.25% Sec¢ondary Fhase: Primary Phase 1/16€
Hardin-Simmons Union 011 Co. of .
University California 50.0% 4
%.25% Bill A Shelton 50.0%
2 T1LS-R21E: 30.00 YRP M H Yedlin Frank A Howard When production aver- Fot commitied
Section 22: Istate 2,00000% ages 19 barrels or
25T 12.5% G Hilwer Lurdbeck more of oil per well
2.500004 per day per calendar
Bdward L Shea 7.50000% monthr, the following
Peter L Shee  5.8583349 will apply: i
E T Ardersorn.  1.850004 Malco 3efineriec, Inc, P
‘Jalter Duncen 6 ,250007
13.k2091 77 E T Anderson 0.60938%
J Walter Durican, Jr. ¥ C Drazisic, !
14,8896 74 Trustee 0.20312%
Vincent J Duncan B A Savage 0.40525%
g .60900% A
Raymond T Duncan When production aver-
2.78883% ages less than 15
Edwina § Brokaw barrels of oil per day
5.8583u% per well per calendar
Joseph I Q'lieill, Jr. month, the following
36.71666% will arply:

Malco Refineries,
3,.125007
E T Anderson 0.£632814
N C Dragisie,
Trustee

H A Savage

0.21004
0421887

Two Fee Tracts not committed containing 160.00 acres or 10.840817 of the Unit Area

Total of Ten Tracts containing 1,480.00 acres

PLC/c
10-21-63
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RATIFICATION OF UNIT AGREEMENT
EASTCAP QUEEN UNIT
CHAVES COUNTY, NEW MEXICO

The undersigned ig the owner of '"oll and gas rights,"
eitﬁer as a '"Royalty Owner," or '"Working Interest Owner," or
both, as those terms are defined in that certain Unit Agree-
ment For The Development And Operation Of The Eastcap Queen
Pool Unit, Chaves County, New Mexico, dated as of the l6th day
of July, 1962, wherein CONTINENTAL OIL COMPANY is designated
Init Operator, and has been furnished with a true copy of said
Unit Agreeﬁeﬁt, and if a Working Interest Owsnerx, with a true
i copy of that certain Unit Operating Agreement, Eastcap Queen

Unit, Chaves County, New Mexico,‘of even date therewith and
: and the undersigned ratifies and confirms
said Unit Agreement as to all of its interests within the
unitized formation underlying the Unit Area described in said
UniE'Agreement and adopts the same for every purpose as‘fuliy
as if the undersigned had executed a counterpart thereof, and

ratifies, confirms and adopts said Unit Operating Agreement

WITNESS the execution hereof thi
, 1962,

on

24th day of

September

APPROVED

I . ASTO

R _— R

S ANE E . . . . //Q/
R A S fexas 5 ¢

o - A$ 7O CONTENT

s .', - P4 S ’ * - 3
iy ﬂ L (I, L. Norman)  Sccretary R. W. Hines, Executive Vice-President

e aee




' $§5¢My Céﬁ@ission Expires:

v

o6

o

STATE CF  Texas

COUNTY OF Tarrant

The foregoing instrument was acknow
’

‘this 24th  day of September

AL aribl

¢

Tecnnesbduen Wian_Dwracddaont

Of Texas s ific_Coal & OL1 Company » 8 _Toyaa
corporation, on behall of said corporation.

) : fre
“ \' p ’,' "\( "'.'41

[ ML LTI
e

LI .
D PR
.
e

County, _ Texas

STATE OF X

COUNTY OF X

The foregoing instrument was acknowl

this day ot

, 1962, by

My Commission Expizres:

Notary Public,

County,

R At (i e B I e e




RATIFICATION OF UN1IT AGREEMENT
EASTCAP QUEEN UNIT
CHAVES COUNTY, NEW MEXICO

The undersigned is the owner of 'oil and gas rights,"
either as a "Royalty Owner,' or "Working Interest Owmer,” or
both, as those terms are du:finmed in that certain Unit Agree-~
ment For The Development And Operation Of The Eastcap Queen
Pool Unit, Chaves County, New Maxico, dated as of the 16th day
of July, 1962, wherein CONTINENTAL OIL COMPANY 1s designated
Unit Opecrator, and has been furnished with a true copy of said
Unit Agreeﬁénf, and 1f a Working Interest Owner, with a true
copy of that certain Unit Operating Agreement, Eastcap Queen
Unit, Chaves County, New Mexico, of even date therewith and
comﬁanion thereto; and the undersigned ratifies and confirms
said Unit Agreement as to 21l of its interests within the
unitized formation underlying the Unit Arca described in said
Uhié Agreement and adopts the same for every purpose as fuliy
as if the undersigned had executed a counterpart thereof, and
ratifies; confirms and adopts said Unit Operating Agreement
as to any working interest of the undersigned, as fully as.if

the undersigned had executed a counterpart thereof.

WITNESS the execution hereof this /4 W& day of

— etz b , 1962.

Pal

gt

e Cadones
WAM‘ "




6B

STATE OF A;d r A.‘“gkg 1
COUNTY OF ;£z=====&é£é%=;__ X

The foregoi r§ instrumen
ol 30 Ll 9

t was acknowledged before me
1962, by

7] .Jo\-c ‘l\

this _yp L ©&
34
corporation,

on behalf oOr saiu corperataon .

My Commission Expires: Notary rublic,
County, .

STATE OF Vpg s AM X

COUNTY OF @&&M /O |

instrument was acknowledged befor
N
VL u,

~

The foregoing e me

/D ﬂ Anvo R

. t[‘lz Yy’ day

.._':' - vr . i

) \\‘W . “ e
R 4‘\’. vy TS
-'Q AR -.4 TR

SRR Q( Z
_R&zundhaﬂ£ﬁ=;__

” ' MY Commlssion Expires: Notary
B, /ﬂ _423:00 Coum:y, Mo > Ohsuive
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RATIFICATION OF UNIT AGREEMENT
EASTCAP QUEEN UNIT
CHAVES COUNTY, NEW MEXICO

The undersigned is the owner of ''oil and gas rights,"

either as a "Royalty Owmer," or "Working Interest Owner," or
both, as those terms are defined in that certain Unit Agree-
ment For The Development And Operation Of The Eastcap Queen
Pooi Unit, Chaves County, New Mexico, dated as of the 16th day
of July, 1962, wherein CONTINENTAL OII. COMPANY is designated
Unit Operator, and has been furmisued with a true copy of said
Unit Agreeﬁeﬁt, and if a Working Interest Owner, with a true
copy of that certain Unit Operating Agreement, Eastcap Queen-
Calt, Chaves Counmtw  New Mawicon. of even date therewith and
comﬁanion theretn; and the undersigned ratifies and confirms
said Unit Agreement as to all of its interests within the
unitized formation underlying the Unit Area described in said
Uhif‘Agreement and adopts the same for every purpose as-fuliy
as if the undersigned had executed a counterpart thereof, and
ratifies; confirms and adopis said Unit Operating Agreemant
as to any working interest of the undersigned, as fully as.if

the undersigned had executed a counterpart thereof.

WITNESS the execution hereof this /7.4 day of

i;,‘w , 19627

: /(}a /?47 /
Sy V://m%’

rd L3 /
7 Vice President / ’
Phillips Petroleum Company

69




STATE OF Orxla ferir a X

COUNTY OF _a)aakiv Ve ¥

The foregoi ingtrument wa

e ~ afawa wan
W TewAEIW VY -5 VA WS
this /2.“’. 1963§ by
/\/ @ / N
‘-'“°t' i ' ' » 8 _ Ncdueans
\dorggrat oa, orporation.
."l'.'- .\n 3 (, .

N /ﬂ

l. “(

CES LT T e Al
. .' N
= o - .
355 . )
AP O N
-...’( \.‘_:‘\v_ _; . .
RS \' \ OL'C\:_ AN S N Loy

My, Commission Expires: Notary Public, el fl ¥
% 2 1964 County, Cic Lo doingy o

STATE OF
COUNTY OF X
The foregoing instrument was acknowledged before me
this day of , 1962, by
My Commission Expires: Notary Public,
County,
«2a
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AL OIL COMPANY
[ ]

BOX 1377

April 18, 1963

Working Interest Owners
Eastcap Queen unit
(Address List attached)

Gentlemen: Re: EASTCAP QUEEN UNIT,
' CHAVES COYNTY, NEW MEXICO

We are preparing to obtain ratification of the
Eastcap Queer Unit Agreement by the royalty owners and the
State of New Mexicoe, and are tentatively planning to hold
the hearing before the New Mexico 0il Conservation
Commission in June for approval of the Unit Agreement and
the proposed waterflood. In this regard, you will recall
that the State Land Office gave tentative approval to the
form of Unit Agreement which we proposed to use and to its
terms. In their examination of the completed 2greement,
however, the Unit Division requested certain changes
in terminology and one deletion which will require the
approval of the Working Interest Owners,

. Copies of the revised pages to the Unit Agreement
are attached. Reference to the Commissioner has been
inserted in the fcllowing articles: Art. 2.5, p. 5, Art.
8.2, p. 13, Art. 11.1.4, p. 16, Art. 16.1, p. 18, and
Art, 17.2; p. 19. A more substantial change was required
in Art. 6.6, p. 10; the Commissioner refuscd to accept the

"LPG clauge", the last sentence on page 12, and, bocause

this will have no effect on our proposed operations, the

. sentence has been deleted in its entirety. As you will

note, none of these changes affsct the rights of the
Working Interest Owners in the proposed waterflood operations.

Ve also request your approval of a change in the
"termination date" from May 1, 1963, to November 1, 1963,
as shown in line 15 of Article 16.1, page 18.

Please evidence your approval of these changes
and your adoption thereof by signing one copny of this
letter in the space provided below. Each individual working
interest owner who is married should have his spouse join
in the execution of this letter. Please return one copy
so executed to the Unit Operator.

Yours very truly,
| D)
co T O /4/7,:,4&
CRA-pr

Lol
Ll .

The undersigned approve the changes made in the
Eastcap Queen Unit Agreement, as desc¢ribed above, reratify
said Unit Agreement as so revised, and adopt the prior
ratification thereof by the undersigned as extending to
such revised agreement:

pate =05 £ F CONTINENTAL OIL COMPANY
By L /\ )2’/ il
I EVIN FACT




CONTINENTAL OIL COMPANY
P. O. BOX 1377
ROSWELL, 'NEW MEXICO

April 18, 1963

Working Interest Owners

.Eastcap Queen Unit

(Address List attached) ¥

Gentlemen: Re: EASTCAP QUEEN UNIT,
CHAVES COUNTY, NEW MEXICO

We are preparing to obtain ratification of the
Eastcap Queen Unit Agreement by the voyalty owners and the
State of New Mexico, and are tentatively planning to hold
the hearing before the New Mexico 0il Conservation
Commission in June for approval of the Unit Agreement and
the proposed waterflood. In this regard, you will recall

- that the State Land Office gave tentative approval to the

form of Unit Agreement which we proposed to use and to its
terms. In their examination of the completed agreement,
however, the Unit Division requested certain changes

in terminology and one deletion which will require the
approval of the Working Interest Owners.,

: Copies of the revised pages to the Unit Agreement
are attached. Reference to the Commissioner has been
inserted in the following articles: Art. 2.5, p. 5, Art.
8.2, p. 13, Art. 11.1.4, p. 16, Art. 16.1, p. 18, and

Art. 17.2, p. 19. - A more substantial change was required
in Art, 6.6, p. 10; the Commissioner refused to accept the
"LPG clause'", the last sentence on page 10, and, because
ihis will have no effect on our proposed operations, the

.sentence has been deleted in its entirety. As you will L -

note, none of these changes affect the rights of the :
Working Interest Owners in the proposed waterflood operations.

e also request your approval of a change-in the

- "termination date" from May 1, 1963, to November 1, 1963,

as shown in line 15 of Article i6.1, page 18.

Please evidence your approval of these changes
and your adoption thereof by signing one copy of this
letter in the space provided below. Each individual working
interest owner who is married should have his spouse join
in the execution of this letter. Please return one copy

e @

Yours very truly,

Y

co " O M"‘R

CRA-pr

. Enc. ‘ :

The undersignecd approve the changes made in the
Eastcap Queen Unit Agreement, as described above, reratify

said Unit Agreement as so revised, and adopt the prior . !y /
ratification therszof by the undersisned as extending .to

such revised agreement:

~———

o TR
Date APR 3 0 1983 CULF OIL CORPORATION [P 77

* ,
LY
By . 2NN

Avteorney Pan¥

A | o e i A -—
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op]

' note, none of these changes affect the rights of the

.CRA-pr
- Enc,

‘.- . cooLo ]EQ?CRIVJD
NeW BA7ve T
nrnlﬁlﬂﬁ
CONTINENTAL OIL COMPANY I
P. O. BOX 1377 w1V o
_ROSNELL . NEW MEXICO - 1
April 18, 1963 prArT B —
v 88 L\
Working Interest Owners ;f:::;---———~
Eastcap Queen Unit .

(Address List attached)

Gentlemen: Re: EASTCAP QUEEN UNIT,
2 CHAVES COUNTY, NEW MEXICO

We are preparing to obtain ratification of the
Eastcap Queen Unit Agreement by the royalty cwners and the
State of New Mexico, and are tentatively ~lanning to hold
the hearing before the New Mexico 0il Conservation
Commission in June for approval of the Unit Agreement and
the proposed waterflood. [n this regard, you will recall
that the State Land Office gave tentative approval to the

form of Unit Agreement which we proposed to use and to its

terms. In the1r exam‘nat1on of the completed aoreement,

nuwevux, the Unit Division requebtcu certain Cuuubea
in terminology and one deletion which will require the

-approval of the llorking Interest Owners.

: Copies of the revised pagcs to the Unit Agreement
are attached. Reference to the Commissioner has been
inserted in the following articles: Art. 2.5, p. 5, Art,
8.2, p. 13, Art, 11.1.4, p. 16, Art. 16.1, p. 13, and

Art. 17.2, p. 19. A more substant1a1 change was required
in Art. 6.6, p. 10; the Commissioner refused to_accept the
"LPG clause", the last sentence on page 10, and, because
this w111 have no effect on our proposed onerat1ons, the -~

P R NN

sentence has been deleted in its entirety. As you will e

Working Interest Owners in the proposed waterflood operatioms.

youest vour annroval of a change in the

-'"term1na dﬁ_dateﬂ—Srom—Ma¥_1+_l963 to November 1, 1963,
S ehom 1,

as sho in line 15 of Article 16.1, page 18.

Please evidence your approval of these changes
and your adoption thereof by signing one copy of this

- letter in the space provided below. Each individual workxng

interest owner who is married should have his spouse join
in the executaon of thls letter. Please return one copy

(- - et o

Yours very truly, ' -
———~ . "’j .
eV C: ky}4d$<\

The undersigned approve the changes made in the
Eastcap Queen Unit Agreement, as described .above, reratify
said Unit Agreement as so rev1sed, and adopt the prior
ratification thereof by the undersigned as extending. to

such revised agreement:

Date  April 24, 1963 TEXAS PACIFIC COAL_§ OIL COMPANY

By — YOXTZ% ‘ _
R. W. Hines, Executive Vice-Presfj?ﬁg/
i




‘ CONTINENTAL OIL COMPANY
; . P. 0. BOX 1377
ROSWELL, NEW MEXICO

April 18, 1963

Working Interest Owners
Eastcap Queen Unit . _
(Address List attached) -

Gentliemen: Re: EASTCAP QUEEN UNIT,
CHAVES COUNTY, NEW MEXICOC

We are preparing to obtain ratification of the
Eastcap Queen Unit Agrecment by the royalty ovwners and the
State of New Mexico, and are tentatively planning to hold
the hearing before the New Mexico 0il Conservation
Cormission in June for approval of the Unit Agreement and
the proposed waterflood. In this regard, you will recall
that the State Land Office gave tentative approval to the
form of Unit Agreement which we proposed to use and to its
terms. In their examination of the completed agreement,
however, the Unit Division requested certain changes
in terminology and one deletion which will require the
approval of the Working Interest Owners.

: Copies of the revised pages to the Unit Agreement

are attached. Reference to the Commissioner has been

inserted in the following articles: Ari. Z.5, p. 5, Art.

2.2, p. 13, Art, 11.1.4, p. 16, Art. 16.1, p. 18, and

Art. 17.2, p. 19. A more substantial change was reaquired

in Ari. 6.6, p. 10; the Commissioner refused to acgepf the

“LPG clause", the laet sentence on page 10, and, because
this will have no effect oa our pioposed operations, the = ~ S
.sentence has been dcleted in its entirety. As you will P
note, none of these changes affect the rights of the T
Working Interest Owners in the proposed waterflood operat1ons.

Tl

we also Tequest. your approval of a change in the
“itsiminailon date” from May 1, 1963, to November 1, 1963,
as shown in line ]5 of Article 16.1, page 18.

- Plcase evidence your approval of these chanoes
and your adoption thereof by signing one copy of this

- letter in the space provided below. Each individual workzng
- interest owner who is married should have his spouse join

in the execution of this letter. Please return one copy
so executed to the Unit Operator,

Yours very truly,

o (\ /47.4. .

X

. .CRA-pPT

The und?""""“"d apnrave the vhulibﬁb made 1n the

Eastcap Queen Unit Agreement, as described above, reratzfy
said Unit Agreement as so revised, and adopt the prior
ratification -thereof by the under51oned as extending -to
such revised agreement:.

pate -# -A3- /77 COTTAGE. BAKERS

——
P
P

o - .
B)' Pt //\4 D AP ,;

e




CERTIFICATE OF APPROVAL

BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
EASTCAP QUBEN POOL UNIT

CHAVES COUNTY, NEW MEXICO

There having been praosented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, ihe attached
Agreement for the development and operation of acreage which is
described within the attached Agreement, dated July 16, 1963 )
which has been executed or is LS b2 executed by parties owning and
holding oll and gas leases and royalty interests In and under the
property described, and upon examination of said Agreement, the Com=~
missioner finds:

(a) That such agreement will tend to promoteithe
conservation of oll and gas and the better
utilization of reservolir energy Iln said area.

(b) ' That under the proposed agreement the State
of New Mexico will receive its fair share of
the recoverable oll or gas in place under its
lands in the area.

(¢) That each beneficiary Institution of the State
of New Mexico will receive its falr and equi-
table share of the recoverable oil and gas
under its lands within the area.

(d) That such agreement is in other respects for
the best interests of the state, with respect

to state lands,

NOW, THEREFORE, by virtue of the authecrity conferred upon me .
under Seciions 7-11-39, T7-11-l40, 7-1l=ii, T-1i-47, 7-11=}48, New Mexico
Statutes Annotated 1953 Compilation, I, the undersigned, Commissioner
of Public Lands of the State of New Mex:co; for the purpose of more
properly conserving the oll and gas resources of the State, do hereby
consent to and approve the said Agreemzni, and any leases embracing
lands ¢of the State of New Mexico within the area shall be and the
same are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and conditions

~of said Agreement. This approval is subject to all of the provisions

of the aforesaid statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed,

with seal affixed, this ist_ day of _October _ 19 63 _.
k."/.?"i/fg st S ,w"/':;,l;,/;.\

Commissioner of Publlic Lands
of the State of New Mexico




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

- IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMLSSiUN O NEW MEXICO rUK
THE PURPOSE OF CONSIDERING:

CASE No. _2837

Order No. R- ?5—/5

APPLICATION OF CONTINENTAL OIL COMP
FOR APPROVAL OF THE EASTCAP QUE L
UNIT AGREEMENT, CHAVES COUNJ¥; NEW MEXICO.

ORDER OF THE COMMISSION

o st Ahac Sayef Lcreage &o-; Sacf taur?.

’zpis causi,_gma on for hearinag at ‘9 o'clock a_m. on -

. 1927, at santa Fe, New "Mexico, before SNEiSl . Fatter
°”amiu=; Quly appointed by the Gil Conservation Commission of New
Mexico, hereinafter referred to as the -“Commission," in accordance
with Rule 1214 of the Commission Rules and Requlations.

NOW, on this_ day of el . 4.9“, the Commission,
a quorum being present having conside.red the application, the

Wi.am and the recommendations of the Examiner,

and being fully advised in the premises.

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

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

{2) That e agmlisasm€, Continental Oil Commany . eaaie

apgzoval of the Eastcap Queen Pool nit Agreomemt covering

1.480Q &oxes, mwe -r ln-o of State and Fee lands
4R Township 14 South, Range 31 East, NMPM, Chaves County, New

Mexic

-

y 7{&!(.::“7‘,4“.(%.70/}'4 Frow. has been wialbe

m That apgroval of the progosed _Eastcap Queen Pool
Unit Agresment will i priaciple tend to sromote the consesvetion
of ol snd gac amd the pyvevaakion of waste.

X512 IRIRENCER. ‘SDERED«
() mmwutwu \
G) ”ZJ‘L‘o—,L :'/0/ age -d rnc‘sM wﬂz‘-—ﬂ'- ¥

e o ineyr ve Fa 2424 q“&zu A’n{r (.45 <5 —-vr-rflsr‘
lu, Ordn Ao F—/ 728, .5’4( acreage Av%s ~‘¢' commifrd fo fle %




Z:-;Iio. 2837

(2) That the plax wadexr vhich tha wait area shall be Ooper-
ated shall Do embrzced in the form of & walt agreemont for the
doveloyment and operatiom of the Eastcap Queen Pool Unit Ares,
and swoh plic. shall be known as the Eastcap Queen Pool  Uait
Mmosment Plan.

(3) That the _Eastcap Queen Fool — Unit AMgresment Plan is
haredy appeoved Lo principle a8 a JEOPer IOERGXVELLIOR WIASWEG)
peovided, hewever, thet acdwithetanding amy of the provisicns
coutained in ssid unit sgresment, this approval shall aot De con-
sidered as waiving or reliagquishiag, in any msaner, any right,
Sutky, oz ohligeticn which is now, o may hareaftar be, vested in
the Oi) Comsesvation Commisaion of Eew Mexico by i1aw relative teo
the supervision and comtrol of opsrations for the explozation and
development o2 amy lamds cowmitted to the _Eastcap Queen Pool
Unit, o relative to the peodaition of 0il OF gas Snereziow.

{4} (s) That tha uwnit apez shall des

CHAVES COUNTY, NEW MEXICO
TOWNSHIP 14 SOUTH, RANGE 31 EAST

Sec o 2z ¢ Sz SE/y
Sec febe 23 - offs ST
Sechione Z7: Ar/

Sechiom 34 NEy Vafly, /2 VaT¥,

saff , a—dk Ef~
Sectiowe 35 W NJF

L4

comtaining 1,480 acxes, wore or lses.

() That the unit ares may be enlarged or contrzcted
as provided in said plan) provided, 'm.tmmxn
approval for expansion or comtractiom ¢f the unit sresx aust also

ha chtsined from the Sanwetarv-Divarctnr of tha Cormigeion.

———— =




{(S) 7That the wmit operstar shall £41e with the Commission
an emecwted origimsl or emecwukod commterpert ¢f the _Eastcap
—ueen Pool Al Mresmont within 30 days aftar the effec-
tive date thexwof. In the svant of subsogreant joinder by any
Pty O sxpansion ox comtracticon of the umit ares, the uais
opezutor shall f£ile with the Commission withia 30 dzys theweafter
coumterparts of the unit agrosment reflecting the subscriztion cf
thons intarests having joined ox ratified.

(6) That this order shall becoms effsctive wpon the spgwovel
of said wait agreemant by the Commisciocosr of Public Lands for the
state of Mow Msxico and-tiw-ivester—of-the—Vaited-States-0onlogi~
of said unit agreement. 7The last unit oparator shall notify the
Commissics: imredistely in writing of sush Tezminatics.

(7) That furisdiction of this cawse is retsiimed for the
etry of such furthex orders as the Commisesiaa may Gsem Recessary.

DOHE st dsata Pe:. Hew Mexico, ca the day and year herein-
akove doniguated.
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ONTINENTAL O1L COMPANY

L% ey
—~vownd

PRODUCTION DEPARTMENT 828 PETROLEUM BUILDING
NEW MEXICO DIvisiON TELEPHONE: MAIN 2.4202
A. B. SLAYBAUGH June 3, 1963

DIvisJoX BUPRRINTENDENT
¥, . RISSLER
ASMSTART DIVISION BUPsilTTNT™ET

New Mexico 0il Conservation Commission
Post Office Box 871
Santa Fe, New Mexico

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

Gentlemen: Re: APPLICATION FOR HEARINGS-
EASTCAP QUEEN POOL UNIT
AGREEMENT, WATERFLOOCD §
CENTRAL TANK BATTERY

We forward herewith application in triplicate for the
captioned project. In lieu of submitting logs on all injection
wells, due to the large number involved, we are submitting as
typical, logs on Continental 0il Company's State R-34 No. 1
(proposed injection) and No. 2 (proposed producer).

A copy of the application is being furnished the
7's of

State Enginee fice, together with all attachments,

We shouid appreciate your setting this matter fou
examiner hearing at your carliest convenience,

Yours very truly,

e

VTL-pT
Enc,

DOCKET MARED
cc: State Engineer, Box 1079, Santa Fe, N. M.
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BEFORE THE OTL CONSERVATION COMMTSSTON
OF THE

STATE OF NEW MEXTCO

IN THE MATTER OF THE APPLICATION OF CONTINENTAL

OIL COMPANY TOR APPROVAL OF THE EASTCAP QUEEN oo
POOL UNIT AGREEMUENT EMBRACING 1480.00 ACRES. N
MORE OR LEGS, LOCATED 1IN TUOWNSHIP 14 SOUTH, &
RANGE 31 EAST, NMPM, CHAVES COUNTY, NEW MEXICO; s

FOR PERMISSION TO INSTALL AND OPERATE A WATEk-
FLOOD WITHIN THE BOUNDARIES OF SATID UNIT AREA:
AND TGOR PERMISSION TO PRODUCE THE UNIT WELLS

INTO A CENTRAL TANE BATTERY B |
(&) (h ¥
S

APPLICATTION i 3

e v—

Comes now Applicant, Continental 0il Company,  and

vespectfully requests approval of the Eastcap Queen Pool Unit

in said unit, and permission to produce the unit wells inte a

central tank battery. The Eastcap Queen Ppol Unit Agrecment
embraczs the {ollowing described acreage:

New Mexico Prime Meridian

Township 14 Scuth, Range 31 East

-
“

Section 22: E/2 SE/4

Section 23: W/Z SW/4

Section 27: All

Section 34: NE/4 NWw/4
S/2 NW/4
SW/4

v /2
vl A

Section 35: W/2 NW/4
}x Containing 1480.00 acres, more or less, in Chaves County, New
Mexigco, and in support therecof Applicant ;bqiﬂ shows
1., That the Eastcap Queen Pool Unit‘Agreement

is attached hereto and marked Exhibit 1,

i
2, That application has been made to tﬁe State
Land Office and approval of the Eastcéﬁ'
Queen rool Unit Agreement was received
! - 'ﬂ on April 18, 1963.
i - 3. That the attached lease plat marked Exhibit
!l

I1 shows the Eastcap Queen Pool Unit and

surrounding area.



stcap Qucen Pool is

O

~
7

4]

That production in the [
at an advanced stage of depletion and that
recovery by primary methods is at or near

the economic limit.

That engineering investigations indicate that
waterflooding the Pasicap Jus€n ro0r wiii b
vhysically and economically feasible,

That agrecment between the Working Interest
Owners has proceeded to the extent that a
logical and systematic secondary recovery
operation is assured,

That the formation to be uniitized and water-~
flooded is the Artesia Red sand section of
the Queen formation which is specificalliy
indicated on the radicactivity locgs of the
Continental 0il Company State R-34 No, 1

and No. 2 wells attached hereto and marked
Exhibit IT1Ia and ITIb, respectively.

That all proposed injection wellils are or will
be completed in such a manner that injected
water will be confined to the Artesia Red
sand, The present status of all proposed
injection wells is shown on the tabulation

of injection well data attached hereto and

markse
BULAA & SN W

[» 9

Exhibit IV,
That applicant proposes to inject a total of
approximately 2,900 barrels of water per day
into the 17 proposed injection wells on an
BU-acre five-spot pattern., Said water will
be obtained 1rom a wWater weil 1utaisdy i wng
NW/4 of SE/4 of Section 25, T-145, R-3iE,
Chaves County, New Mexico under
of Permit No. L-3615, Water Leass No. W-130,
originally issued to Union Oil Company Of

California,




10, That the said waterflood wi'l be instalied
and operated i1n conformance with Rule 7015,

11, That the producing operations can be carried
on wove i ficiently iF all Unit wells are
produced into a central tank battery, which
will be seryved by automatic custody trans-
ter équipment.

12, That the prOposed_unitization and secondary

.
TArOw oYLt 111 ~
AN Y s

11 ¥ 'y
Ly 7 L LIS S Gy 1

1+
LV R

fmda

Yim mmmomcanemy oams . r
71 thi@ ToCOovery o

¢
v

hydrocarbons which wouid not be recovered by
primary methods and is therefore in the

‘interest of conservation and prevention of waste.

Wherefore, Anplicant respectfully requests that

this matter be set for hearing before the Commission's duly

qualified Examiner and that upon hearing an order be entered

'
Pt

]

approving the Easicap Queen Unit Agrecment, granting permission
to imstall and operate a waterflood within the Unit Area and
permititing the producilon uf ihe Unit wells into a central

tank battery as described herein above.

Respectfully Submitted,

.
7 e ferit

Division Superintendent
of Production
Kew Mexico Division

L e Y A E




R=3[-E

<< _ A \N.G.Penrose3gl (N.G. Penrose)
Tide ™M} Neville 0-9 S .ﬁ ég
Gine 3\ rl"}")""ws ter Do, §otuel o4 | s Ban 05 ey |\gGulf’d
Heer {7asa! 7962 | Z4p O T \\" L ¢ cities Seruieg 970
i | 0433v n B P . " “B" \\
: | " pourt ‘” Government"
| Te.! o217 ®1° ., o) o7 ®! 25Ce2 a4 .3\‘ (X
| [ cge' | 7zf 142 120 38 JeusA 3,,4 an To\\* 98
N e im0 T Ly~ Algton®
; SN " rosece Corp.Yy 3 G y \\
Gult ? e% e, @9 9! o3 o2 , eV 3
“A L . @l we€  s3p Srad, M T8 35 1 i TNg
060812 | Sinclair g RN :  N.G.Penrose | A
moppr | ERE” ¥ }n}‘?‘,‘-}"”’ Pet' | “nopp”  lstellaZimmer.
wutr HBP ot | o g "9 ,9. X oyl aw?  ea
| >USA o> 102 140 m ¢ 9 3 39 | 103 e
Paradox Minetals e P ] 1 2811 286570 ! N.G.Penrog_e’
34 :15995. oz DBue! [1e! y,?zg”.':* Ay fud S'visc. & A NI U o
Iag'ocg ge 031 Ph:lins 424 A" TRY . AR i% PR WL 1 Lz,,,,,,,.,.mg,,
o4 g~ | 03z18, d Pemosc l "lFenrose b (Umo‘\
o0 I ciest PC&O. geror! g \ Neville ngrosc | '
’ .Li.'S. 335 :zo' “?; ' ”.4‘ L "Gray " rSp:.:rck" :1 ‘fs‘foclla fm;merman (uniom DR / '7'#5 4
14p 17 L SO |- R L R - - - +—=1§ “7“_5_7“?”11"“‘ SAND YN/
® ) Penro iFey ‘ ; -? 11l
: o 3 . Iw Fenrese fal sg Friiman ) Y 1] P o N i
= C’Holderﬁip %339 o '5d ss/sl i8' Jie® ®s | .z Q": 172
W.G.ROSS . 127 ‘\lpinn'."!'-ir‘-?&"." |Andeeéanrtntereonst | FEN: PIRT) > aHF
— ~a1218 — — —| TideWater ORR. " — = —— = —fUnion? : (v:%o ,V/_- it
“cieat" P '”'"ip"’ ‘Geror' 1 YHO-' Guil  [Hansen™ wN. O v . >,
‘S.A%4 | 84 3d “p.smfc'- ‘g A : &
A ‘ T PTRY Morr s Antwel
~0.1194" 5 3. dl 30:1 !Phillip orris Antwel
‘malco” 6| @G ¢4 | @ Guif @ las Agaoit @ f L e - 2.5, Todhuntey i
Ly e el A‘_)P 100 168 - ug %3“! i50 2 e 10:-1+:81 ot Lt
g ~8 Pt or033e | 070336 s o i° S EE \\ ;""“"I
Malco g Naa | #4 B \f»i ‘ oneill el g2 MLl Rhade . 4390701120
il 2 MV NRE e gln @t i $Y. Vool @y
" 6\\\L .3§\\§ /! U.S A S A M8n .
4 -—2'% pgé : 47, @8 50 .26-55 %‘::" ssqas;. bR 1
e e e m ___,-'[o —— e e ta—— e e [pm— . o Sutmm— ¢ & S
r . Guif D/g T~ -A\ oy 1122‘3&(1:.%'”' N agbc? 158 ’Cpu';',;:
o o~ - iR wIt oS - \ ,,.._“.. '
""""" :bennm Byard Esejnncﬁ eta “? ‘ h“Mdedlm" » -
etal o " |Etﬂa& ohio, 1-i-68 y @ airs Simmong Uriv. " R
e A% 5’"" & s m Limmerman-Syr, Union
v A felsLimmerrian ”5"" il [0 F ostar Lykcs erxi fmm N | oy
d US.A(: ‘Ads i 8.H3rris ef3
M.R Aniweil - 0p.A3.Yo 3000’ ‘B '] N.G.¥ . e - -Malco Einc.lmr‘ LUn1D
0n iy -
MartinYatesJr.“ IR 20%0RR /7. | @2 Vo EAT) TR 8-10-
. o3 - E A B AR o W R Fuse 14
ceez1e, ~~ 060866 1> Y yap EASTCAR SRS e
= “Ballerd” on. e L
M.R.L5ndley(s) o S 03127 QUEEN POO/. U/V/7'
- U A V} 44-5 | _?3 1\\ 048140 U S A. |
o : . Y-/ 7 eor s‘&! n4 N
- 28— —- 19 ~ /& 124 57 P21 76 -
4 8 4412 IT-0.3124 Unio
5&1”51 ¢ : d | 3T ! M. N Medli 1e
i L v . a4 > ) Qy ) N ANediin
| /;; T ﬁ.‘l Un:on [ = G?o?: a4 7/ 46‘3 \5?04' WAu -4- S _
€4 .'»:’ i wuwlwl g 87‘33’”""6’? ”’H? . 7 r ro722 30"%—1 lininn0il s
S W S B PR i e FiE
[ 53055 H.A. Lmd/ey,c}al ,,,j md,cy o YT e V--—':f A lo33851
3. T ! o J1ONENT ; FCFo1 ) SIS erilios
oneill T Gulf | . ;th.:fxr* A Amtwei | C‘o’nhnen}%a ot A bn & Fair Oper. (L1 P2
nassr $12.16.63;  Honoluiu . , Viies 3e6106159¢ : i
y ~ 2.18 68 01916“[ P‘dil (ff J.‘:l’eg z !2 be2 éR -34" ‘1.1 ———a - _:1
e | 061993 “MOL‘&.,“ SN~ | 3%3897 [ Contifental | GUIF :
f-10420 j o ‘),‘\ . “2Tr-—- F e 4! o ﬁg-s | 1-4-50 ¥ 90
JHBP | ' X P c00 1 1% 588 | 4.BP
! m—_—- 31 H.t;‘ . = m 3“’0 34 = =+ —35— — — — —
1 P . ’
Tex Pac.C. & C.Co, ;r: g':?zfre-v An*umly a“ :’." /?c} ®5 : _01 o6 ?hﬂhg Phillips
8 1c-5% o 812 Mf!faz A’uny., ts” 105 e L3231 P's 5545 9.10-6!
. i; ‘55 ‘ﬁr ElizAA. :r:.e. ' t.a4:0 |-—__J h s
‘)“_'\ 1 ’,VEBU‘ L-ul" on.3098 7 " Alicel
! s ol
it 23 Verl '” ‘Z/u’ mu 436 .2 srbh.‘ va ...'? “ Hwglate -- Hepp




__I

R =3 ﬂ E 4.10 ////
e s
™ TN, G. renroggzg Slen :e.-.‘.‘..lar‘%ane )
; ’" |°|.5 o3 \I‘GU”( b GU"'\ Mrs E"hel P. r‘f_'_ - 10-20-63
» ‘{‘C szs Szrwce 920 - 3.26.56 Erwin | 3441 496.83Ac.
\\ tt’ o 81 6| U.s.Smalting .~ 4 4
Governmenf" Jce208 1 10-20-63" |
el 25¢a es o3 04 /0
SO USA 9,, A St oTo\" 99
c ‘[ 'v }\ /: | *Alatans ""“. b e o o o — !u
rco orp s I = W
! ‘Q_ Ul* 2; o) Gl:llf .-3
’.rcnr.:ze e “A” R i \\ °® Adsr Timmermas
mnps Pet : “Hopp" 5kllaz:m’;nzr o ¢ T 224;. . .
, 3 1 einoft
! .‘4 v‘."‘...z 4 na \\224 60 .24 L2 & "psal /_;
L o3 ' 1w .2 7 108 \\ [ 4 5802 8¢ [4’/’ u S sm'lhng |
I . : r<d £.4388 21
| 2“5:" : NG Pearese ] ) g\ UnionOi | =5 '**T n 3133 2 338,08k : Ohio
|-A ® - - 0.
e 00> 1% | 2=~ | Union ail Jns.M.Ken-ﬁ 3-4a. | 2568
Lz;mrrmrman L ,_,.Aq 9-1.67 DIA7-3-54 ; |
ﬂarl!eb Pegros?:'?z N.G. Pem‘ se,eta etal | 03389 N 18
b,y k, s (Umo*n Y ZDRICREY QUEEN QUR-esse
‘L_S_‘J«" DT | e — WA~ SanvO|unT 13 onS !
: 4 ®7 e \\:': 21% !
B - \\v"”i*i't? < Qascd '
N (Union IR »- Yol Z N i State
‘I n®% penrose to 3150° ’ﬁ/N?‘ '
I c4e ®4 @5 Delia Z:mmermm Am Tulk
| U.S.A.¢3 ' U 75 o JEs . Tu lk €(S) |
| y 2 — !
! Worr s"nmweﬂ L3 F. P Unisn ' i
I -" b ? g"&?ézfz;ai's' Todnumer, " an;ommt;(zse ) e 70427 _sIJn | |
=i B - . h ' . N -d
"oas‘%o 1 e B 43422 ;26:13 \\ ;mb“""‘w"s’"“kr- — 1-16-69 | I
2 10 1 HA.
” ONeill e} 2 179, 3129%7:v:d Rhadc 0y Fived "Dg?ct |Goodm%; Unisn ]
hn 01 O'Z %6 ! U.S A sa yeol WP 1, [ 118.63 5069 |y ap g — — —19 i
.I'.. 2655 Queen 3035 | DIA 7:20- 38 na I Y 1 i
Cw = = aaav ) ’ry | lJerr . .
Abo. 14 AW.Fair . Umior Yy Ohio Oil |Emm¢ﬂ D.whi
‘ Witcn 84sd Curtis 1'g 156y e curtis [] . 8-17-84
Union Pﬁnf(a o5 11.10.64 1653 ¢ . 11-10-61 | 4,“.9‘.,—!?":- | 1
~Ravain simmans univ.” - ,;;ae',;‘n TR3TH C Stefe
Adgm Iammermaln Sur‘\ Union '0 &G, | isr;a‘r;a‘h:n
. in%, | 4@ 50 A- .
Jr IL_Vsk;'f;'grer !I.g AN Sfafa ! |Emn;e§t ’n.nic
""""" ==Mzlco  Bneldiripnion | TREO. ‘ unign 'T.pc <0. Ll‘_' foooSt TR e
\\\‘§>\\ 8.10-88 ) S5 , o o4 D105} J o e o e e e
h“es \;‘)_- __l__ _ -L-— .y R-4582% ’ 52k1e°11 A
—- 2 N Union I Union | n4 { e
7@(/5?\(\/ POOL U/V/r guoos 1 2663 1.653 | R { o ppep——
7 | ot oasieo ¢ 04 | 3 I ” | AN L A mn. |Suncau.
604' 8‘8/’59 A4 RN ¥ U S Aztec 0.8 G. Mid:Co
/ san | e 4nion ' oweairl Guir | Fur F 31565 : Her
03\07 : .L.Al v.e.81 :A-gh,m MR 7 la -10. ""Eiﬁf EBB88S -—--n
m._mnegadnt’ ' . . »
- H797se 10-16! Iumonm Union | A £ { Union
3209 gsa Jrrinas |5119$ ;
o 8 033831 kol 661
! P Wm. ‘ J.NM. v
Continenta) n & Fair Oper. ,";:g' *4 Spurck ety "l Ph'"*Psx 4 Sun_,
‘$3¢H061 504 = de 1 1853 Tiode 1653 |{2-a8 AZ'IQ\H” |
"R -34" _n _._._-—-'—--J ser reign L N |
5 e en N
358.283? Conti ental 1| CI'U.H'. l[rl;o?a |"‘J i Son rISQUNk Wa er' i |
o' A%'s 1-4-50 HBP £9028 [ ot — — N3] ——— — —
) ses | 4.BP a:oual r -11-65 Phi:'rip.qc"a""gum‘ _
3“ I | e .-35— -_— Ph“‘ Gk\ - 6".0' 2|\\\\
2 i . L Pe aoif 4 kep | “Texas
g 296 910 gt | Phillips , 310-6 ‘ f"c\\*«\ 2.4 w%“gl QTAQ
3¢ 6z Pt 9-10-6i ’ . T N -4%. 5. 13727 N
tasio 153545, a2 wer Y] L, e
LY Qn. -« ') ¢ Alire J, wm | & {l fmos ~ a oo T2re ara .Y on

P




i Srare 3. Jeaxg™] 2 o1 g e s | 2ac 'Eo TV "

1 ‘ - . . - ( . _0--_ * ®le . - 1 . —
o 3t2e osa !K‘Co‘l.} 4 1:;1 1::;2 ’Q"'-c“ !'Pu‘r“l 4’.4'1 R ) s‘z'b o) ' < ETER l'?“” 24883 11-10.1¢C
Ada Ol T/An,gm a1y Lion - anﬁ' i ’: % 264 "é'b%"""' ?o‘l}'ugo. umon |'\' {C:u:ngl‘m
+ E-0godL P » 1 g 33 \\
069831 y P sesase TeMeh” T yniongd | .., + F oL N Jl' b ittul ¢
Ecwin' @4 /@ P @Erwings i S0 SERa e ol "“wazri!' 255 I o4 Lonhncmﬂx : "’Pg“g:;j‘
[ / CE A N v 1_',,‘2;8 183 1 s9p 50 L 1 3106 &\\ J;‘é 2
JTITL1L] egecsse o (XYY RT * - St T e - : - \ ¥ ::: —~— =TT
3 Toams » 43-'_ N - _‘—'A'_T".'"_'ﬁ“"f"m* - i ¥ xsgs' \
:‘ v. 3 /7 E 173 {2 N . 36 25 - \ i, 78 AC 7 D"G'
E‘ D'A w ‘?- o‘iog?..] 6‘.}3'. : ?L:\PC h rmn .-mno o ('4 ’GHI { : 36 7d
] rv{. twwm A w —: == == =-#'8=l .1 -t: =3 -'-"——g-;‘;‘:'::' R BT R ' e -al_Ac.
1 e3: f”’ﬂ Y“‘x St e ‘5 o8 il A Snal?an : A E Stevens ' wafe RW Fair
i 0 : “8 Im R aeo 'M V34 Tap 130 O34 ¢4 ek nin! Sidte i 901 ?‘°'° -6
— JA unien wx ﬂi’ oooooo [ETXN | 'L"a "” l Is '1 ‘5
: . { .
gsl Jul.;"”'?l" ; Nré de  |RWFsir Gulf £s. H?Pti\ :.”.,;iﬂcenﬂe
- 60 L ONertJr | Homble 215 351 9.10.61 | 8-10-59 25
A'Nel) Me dtin . T.0.338..... ©-1-56 | e L __lomsin e
“l‘}".z":vo J T ea o. B ssg8 © p/a9 2451 ] 068873 I Iide. " Tige 'nwF 'r*— ml
: g : at air
ol ! 59 SRR A iha Vet (S): osoukm caPrROCK Mater | water |RMZOIF Union 14 L%
- ' S A . P 1 ’ HBP \ P
BINCLR 7/ res st PUEEN UNIT (P65 {21565 N
E Sl;c‘al. ’,. ’.3..:";;: . Tos ':9 ------- \0— - I "G"I;" r ?d: - ‘—G‘-‘-"—- L""“N—‘&-ﬂ .....
d ®! |vorrie ¥ A ¢ .. iBruceAnderson {Gracet.Vaniook Sulf Water o AMael U
I 5 504 n,.(»:,.,d A'Jup'_n Maleo- I INes [: T1-67 9.1-56 -2~!-C 8-10. 59‘2 15. ’:;2?" z%. “'a!
ST ety ol I A XL I s L N NS
45 r : : . aller inelar S < z§: ‘ T ] N T T T
I//. vsA @3 :3.2&”'”"1'.0";1;3 MH ‘;{‘“!m asal® oereza Yala " 'swmk | union | N\
13 3. > d . e Pele £2) A AW BTSN uamn o E . )
oo ¥ S | | , 963! U.5.A. ] |mer Si"fe terens "(;f 5']

e e s e




oYY ¥ rieea, T state <
ARG 34 es 144831170 0 B 40 63 114 45 "-;1 145 03 | |Champlir
' oy! Sohio A U ' iIChamphn H.E. Kurtz Jr :
s onedl 217.603 IR Rt 6. 1- 671 Frierth _ | Mhaesz
1 1 W LN, ho--4 -4 4 L |hasss
I - Y, U | Spurele 031827 Tf;g“numle
o | Canbinentdhy o | HoP . ' 16 19-66 |
; ; -10.8" '.}\.;n e =Tt TN _ EI013T & 7 248~ "
P SR e 1‘“'3*” Iaiieh il I S8 1853 ~O T Tizexas
Jrrn= ¢ Issege 7-100! 2156 55698 Texas ;7itumbe 57q,
s2 7] 361.72 Ac. | 7-10-6! 0917 61966, 3
. /ﬁll" ! ; i\ 36A-c7¢ e i —ié —-- —‘02.’"' -
J £ Steven L wafer ANt ~1T8X88 1013100000 |
ciamany Sidte v-9orc 8-10-8) u.s. 2o 161966 | 1-10-81 |
TR 5-11-&5 . o
— -88.78
. { . »
Tide |RWfar Gulf Mrs. Hatel L.Genlie ,)" Humble
. Water R.R.MnkiC y 6-10-63
- : 215 @51 8.10.63 |8-18-59 y.s.a i
: I S P oigi  it% i N k.agff‘ - -
v | Tide T Tide T Ty N . Texas
Witer | Water |RW.FaIr  UniOn |1 2 n 5 | e
S SOURH A T : 19.10.61 = HBP |\ 27T R Sfevens |
QUEEN UNIT o FEES E'G’?'.:"f'r B s A e R e Gl
i uf - ce v IHawe! L.Gentle | Tennessee Ga
erson [oracetvamisk | 0y, | Wi REE, 0B R gt Tige Pwillips
E?_, - osass ) i TR ) i Ralds N, fosr ] Qid80 2 s ?- 10-59
walle inels s I % ¢ - -'—“Tm*‘ . - N - TEEE
z"?n-sz f’,‘ﬂ 5:};  Bdadns e f§vumk j Union \; n staie
7 1-1e G State 1 e LI f}:.‘;‘? ;f:‘"n’ N £ Shavent USA v
0% | U.SA. | Stpfe | 3, | e ——————
. CORTINENTAL OIL COMPANY
PRODUCT ION DEPARTMENT
CAPROCK QUEEN PIELD AREA
CHAVES COUKTY, NEW MEXICO _

" LEASE PLAT
CAP QUEEN POOL UNIT BOUNDARY="""

SCALE: 1" = 20GO'




Q RAY

CONTINENTAL OIL COMPANY
STATE R-34 NO. 1
ELEVATION ih131 p p
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T : - - ~=CT""QUEEN PAY

= ~ (ARTESIA QUEEN)

>

Set 7 5/8" osg € 307' w/200 sx (circ), using 2 centralirers,
Set & 1/2" osg @ 3090' w/710 sx (cement to 1350'), using 10 centralizers,

90 socratochers,
T 3108!

Completed, thru open hole, for 1iF of O BOPD, no water, based on
k-hour test of 150 BO flowing thru 3/4" choke on 2" tubing with
59.9 MCF gas. QOR 66, TP: 4&40# CP: 50#

Pay: Queen, from 3094' to 3108' (open hole).

Tops: Anhydrite 1225 - Base Sslt 2153 Sevein Rivers 2544
3aiv 1465 Yates 2307 Queen Fay 3094
(ARTES QUEEN)

Completed: 5/27/5%6. Tested: 5/28/56,




CONTINENTAL OIL COMPANY
STATE R-34 No. 2
ELEVATION &4414' D.P,

‘2 GAMMA RAY ' NE’USTL_R’O_N’/*'
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o 0 S S S o S G e ==

éii\_§ S T
) =-mem T QUEEN PAY
N~ L3100 g\é (ARTESIA QUEEN)

3

Set 7 5/8" csg. @ 3147 w200 sx (circ), using 2 centralizers,
Set &4 1/2" csg. @ 3086' w/700 sx (cement to 1540'), using 16 centralizers.

TD 3114
Completed for IP of 252 BOPD, no water, based on 5-hour tsst of 42 BO
glg:ins thru 3/4" chpke on 2° tubing with 51.3 MCP gas, GOR 196. TP:
1 S0% .

Pay: Queen, 3098' to 114! (open hols).

Tops: Anhydrite 1392 Base Sz21¢ 2150 Queen Pﬁy(AmE$M3028
Salt 1475 Yates 231%4 Seven Rivers 2549

Complesed: 6-8-56, Tested: 6-8-56,
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IN REPLY GIVE NO.

Union Oil Company of California

June 2L, 1963

Director of the U, S. Geological Survey
Washington 25, D, C., through the
Reaionm? 011 and Gos Supervisor,
Roswell, New lexico

Res Application for Preliminary Concurr—
ance by the Director for Contraction
of the South Caprock Queen Unit Ares
Bearing No. 14-~06~0001-7284
Chaves County, New Mexico

Dear Sir

Section 5 of the Unit Agrecment for the davelapmeit sid operetion of

the South Caproek Queen Unit, Chaves Courty, New Mexico, sets forth

the provisions whcmby the Unit Arem may te contracted to exlude
witised land nob reSsiving mlloszstion andt to ewclide landsg sict cffect-
ively comitted to the Unit Agﬁmnt Unit Opsrator, Union 011 Company
orcnifornla, ont its own actlion requosts preliminery concurrence by the

a

Directoxr of the U. S, Ssolsglcoz? Survey o the comtraction af the hounde

aries of the tUnit Area %o henceforth an:lude the i‘oll@u!m descrited

lands, to-wit:
r. R.
Section 22¢ s/b se/L (Tract 62)
Section 23: WM su/l: (rract 53)

Section 271 uk u/z of S2/h (Tract 19%)
Section 27t I}/2 of W2/li (Trect 19b).
Section 273 S/2 of Y&/ and

5/2 of S/l (Trect 19¢)
Section 3Ls ME WY (Tract 31)
Section 3hs SW/L and S/2 of Wi/4 (Tract k)
Section It = (M 36)
Section 351 sw/L w4 (Tract 3L)
Section 35¢ W/ B/l (Tract 37)



Sueh lands sse not sffgctively committed to the South Caprock Queen Unit

A and ave not receiving an allocation of production, however, it
is the intent of Continental Oil Company to form a Unit Ares for ths

e WANg

development and operet ion of the Eastcap Queen Pool Unit and they have
filed their spplication before the Of1 Congervation Commiszion of the
State of Wew Mexico savidencing such intent, being Case No., 2837,
scheduled for hearing June 26, 1963.

Unfon 011 Companyy of California, as Operstor of tha South Caprock Queen
Unit, does not ohject to the formation of the Zastcap Queen Pool Unit,
Both Cont inental Oil Company, &s proposed Operstor of the Esstcap Quesen
Pool Unit, snd Union 011 Compaiyy of Californis contemplate equitable
1line well mgrecments with each other st w later date, vhen necessary.

In requesting preliminary concurrence, we believe the proper effective
drte of the contraction should be the same date ms the effective dite
of the Eastcsp Queen Pool Unit Agreement.

s o2 £

Should you give us your preliminary concurrence, we will proceed with
preparat fon of the notices to effect this contraction,

Yours very truly,

UNIOS OIi CONFANY OF CALIFORRIA

L5

- ~ i s -
Sumerrlear of Contracts

c¢s Comaissioner cf Public Lands,
Santa Fe, Hev Fexico




DOCKET :

No. 18-63

EXAMINER HEARING - WEDNESDAY -~ JUNE 26, 1963

9 A.M.

- OJL CONSERVATION COMMISSION CONFERENCE ROOM.
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 2821:

CASE 2833:

CASE 2834

CASE 2835:

CASE 2836:
/“f//
. ,-"’A/“’
" CASE 2837:
]

Elvis A. Utz,

The following cases will be heard before Daniel S, Nutter, Examiner, or
as Alternate Exa:. ner:

(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.

Application of Tenneco Oil 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
land located in Sections 30 and 31, Township 29 North, Range
13 West, San Juan County, New Mexico,

Application of Tom Brown Drilling Company for a unit agree-
ment, Eddy Countly, New iexico. 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.

Application of Jake L. Hamon for a unit agreement, lL.ea
County, New Mexico. 2Applicant, in the above-styled cause,
seeks approval of the Southeast Bell Lake Unit Area com-
PpPrising 9,597.09 acres of State, Federal and Fee lands in
Townships 24 and 25 South, Ranges 34 and 35 East, lLea County,
New Mexico.

Application of Union 0Oil Company of California for a unit
agreement, Lea County, New Mexico. Applicant, in the
above~-styled cause, seeks approval 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.

Application of Continental 0il Company for a unit agreement,
Chaves County, New Mexicu. Applicant, in the above-styled
cause, seeks approval of the Eastcap Queen Pool Unit Area



CASE 2838:

CASE 2839:

CASE 2841:

CASE 2842:

A

CONPY L d 100 zLes 0T State and ree lands, locited in
Tounship 14 tooil, ange 31 East, Chaves County, New Mexico.

Application of Continental 0il Company for a waterflood
project, Chaves County, New Mexico. Applicant, in the
above-styled cause, seeks authority to institute a water-
flood project by the injection of water into the Queen
formation, Caprock Queen Pool, through 17 wells located in
Sections 22, 23, 27, 34, and 35, Township 14 South, Range
31 East, Chaves County, New Mexico.

Application of Amerada Petrcoleum Corporation for a multiple
completion, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks an amendment of Crder No, R-1750-A
to permit the multiple completion (tubingless), of its
Wimberley Well YNo. 13, located in Unit M of Section 24,
Township 25 South, Range 37 East, Lea County, New Mexico,

to permit the production of gas from the Langlie Mattix
Pool, the production of oil from the Justis-Blinebry 0il
rooi, and the disposal of salt water into the San Andre
formation througn parallel stx i cemented in
a common well bore.
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Application o Amerada Petroleum Corporation for a non-
standard gas proration unit, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval of a
120-acre non-standard gas proration unit comprising the §/2
NE/4 and NW/4 SE/4 of Section 19, Township 21 South, Range
37 East, 2Zlinebry Gas Pool, Lea County, New Mexico, to be
dedicated to its L. G. Warlick "A" Well Mo. 2 located in
Unit J of said Section 1¢.

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

Application of Compass Exploration, Inc. for an amendment
of Commission Grder Wo. R-2462, Rio Arriba County., New
Mexico. Zpplicant, in the above-styled cause, seeks an
amendément ot Uruer No. R-2462Z2 concerning the Largo Gallup
Gas Pool 1o provide 320-acre gas well spacing and an in-
crease in the msximum allowable for each spacing unit from
500 to 1,000 ¥ pexr day.
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SOVERNDR
JACK M. CAMPBELL
CHAIRMAN

Stutz of Mete Mexico

LAND OOMMISBICHER STATE GEt-00T
£ L JOMHNNY WALKXER A& L. PORTER, JA.
MEMOER BEDNETARY » DIRESTOR
" 0. OX 871
SANTA FET

July 10, 1963

Mr. Jason Kellahin Re: Case No. 2837
Xellahin & Fox Order No.
Attorneys at Law e o
Box 1713 Applicant:
Santa Fe, New Mexico Continental 0il (bw
- Dear #ire
BOCiIcE e '."s%é%‘f-%a &3S Lt oopicsa of the aboss—-refsrenced

Commission ordar recently entered Ln tha subject case.

ttllly yours,

i

A. L. PORTER, Jr.
Secrestary=-Director

ix/

Carbon copy of oxrdar also sent to:
Bobbs OCC ___x

Artesaia OCC___x

Astac OCC
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF REW MEXICO

IN THE MATYER OF THE HRARING
CALIED BHY TRE OIL COMSERVATION
COMMISSION OF MBW MEXXCO FOR
THE PURPOSB OF CONSIDERING:

CASE No. 2837
Ordexr No. R-2515

APPLICATION OF CONTIMENTAL OIL COMPANY
FOR APPROVAL OF THE EASTCAP QUREN POOL
DNIT AGRERMENT, CHAVES COUNTY, NEW

MEBXICO.
ORDER OF THE COMMISSIOR

BY THE COMMISSION:

This cause camé on for hearing at 9 o'clock a.m. on
June 25, 1963, at Santa Fe, New Mexicc, bafore Daniel S. Wutter,
Examiner duly appoin Sy the Cil Comesrvatisy Commission of New
Mexico, hereinafter referred to az the "Commiggion," in 2ccordance
with Kule i2i4 of the Commissicn Rules =nd Daoulations.

NOW, on this__Sth day of Jouly, 1963, the Commiszaion,
a gquorum being present, having considered the application, the

evidence adduceda, and the recommendations of the Examiner,
Daniel 5. Buttsr, snd being fullv advisad in the premises,

EXNDSs

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

{2) That the applicant, Continental 0il Company, seeks
approval of the Eastcap Queen Pocl Unit Agreement covering
1,480 acxes, more oxr less, of State and Fae lands in Townahip
14 South, Range 31 East, NMPM, Chaves County, FPew Msxico.

(3) %That although all of the subject acreage was included
within the boundaries of the south Caprock Queen Unit Arxrea as
deascribed by Order Mo. R-1728, said acreage was not committed to
the South Caprock Queen Unit Agreemant, and application has been
made to withdraw sald acrsage from said unit.

{4) That approvai vi Vi pacyoessd EBactcoap Onesn Panl Unit
Agreement will in principle tend to promote the conservation of
|| oi1 and gas and the preventiom oi wasis.

IT IS THRREFORE ORDERED:

{3) That the Bastcap Queen Pool Unit Agroement is hereby

y=—rs

approved.

-




2
CASE Wo. 2837
Order Mo. R-2515

{2) That tho plan under which theé uail area shall bha oper-
ated shail ba sabraced in the form of a unit agreament for the
development and operation of the Bastcap Queen Pool Unit Area,
and such plan shall be known as the Eastcap Queen Pool Unit
Agreemant Plan.

{3) That the Eustcap Queen Pool Unit Agreement Plan is
hereby approved in principle as a proper conservation measure;
provided, howevexr, that notwithstanding any of the provisions
contained in said unit agissmant, thiz approval shall not be
conaidered as waiving or relinquishing, in any manner, any
right, duty, oxr cbligation which ia now, or may hereafter be.
vested in the Oil Comservation Commission of New Mexico by law
relative to the supervision and control of operations for the
exploration and development of any lands committed to the
Bagtcap Jueem Popl Unit, or relative to the production of oil
oxr gas therefrom.

(4) (a) That tne univ aisa shall bes

W

Section 22: E/2 SE/4

Saction 23: W/2 5W/4

Section 27: All

Section 34: NE/4 Ww/4, 8/2 Nw/4,
SW/4, and E/2

section 35: W/2 HW/4

containing 1.480 acres, more or less.

(b} That the unit area may be enlarged or contracted
as provided in said plan; provided, howevar, that administrative
approval for expansion or coatraction of the unit arez must also
be obtained from tha Secretary-Director oF the Commission.

{(5) That the unit operator shall file with the Commissiocn
an axecuted original or executed counterpart of the Eastcap Queen
Pool Unit Agreoment within 30 days aftexr the effective data there-
of. In the event of subsequent joinder by any party or expansion
or contraction of thc unit ares, the unit operator shall file with
the Commisaion within 30 days thereafter comteaerparts of the unit
agreemunis iasiscwinyg smo sSubscristion of those interests having
Joined or ratified.

{€} That thiz order shall become effective upon the approvai
of said unit agreement Py the ClEmmAssATRoT of Pnblic lards for thel
State of New Mexico, and shall terminate iveo facto upon ths ter-
mination of said unit agreement. Tha last unit operator shall

notify the Commission imwsdiately in vriting of such termination.
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SASE No. 2837
Drdaxr MO. R-2315

P (7)
try of such further

,l.ﬂ.!awe designated.

esx/

That jurisdiction of this caus
orders as the Cosmigsion may deem necessacy .

DOME at santa re, MNew Mexico,

e is retained for the
on tha day and year herein—
or XEW NEXI

AT

R OF N co
OIL CONSERVATION COMMISSION




