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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF FOREST OIL CORP. FOR 
APPROVAL OF A SECONDARY RECOVERY 
PROJECT, EDDY COUNTY, NEW MEXICO. Case No. 14,157 

AFFIDAVIT OF BRUCE A. RUSH 

CITY AND COUNTY OF DENVER ) 
) ss. 

STATE OF COLORADO ) 

Bruce A. Rush, being duly sworn upon his oath, deposes and states: 

1. I am over the age of 18, and have personal knowledge of the matters stated herein. 

2. I am a Senior Landman for Forest Oil Corp. My area of responsibility at Forest 
Oil Corp. includes Eddy County, New Mexico. 

3. I am familiar with leasehold ownership in the State B Lease and the Skelly Unit. 

4. State Lease B-2613-7, covering the SBlA of Section 16, Township 17 South, 
Range 31 East, N.M.P.M., is referred to within Forest Oil Corp. as the "State B Lease." Forest 
Oil Corp., owns. A 00% of thejworhim interest in the State B Lease as to depths from 

Pool. 

5. Attached as Exhibit A is a plat of the Skelly Unit, a federal unit covering several 
sections of land in Township 17 South, Range 31 East, N.M.P.M. Attached as Exhibit B is a 
copy of the Unit Agreement for the Skelly Unit, and attached as Exhibit C is a copy of the 
Amendment to Unit Agreement for the Skelly Unit. 

^ ^ F o ^ g s t Oil Corp. owns 100% of the working interest in the Skelly Unit as to 
depths from 9, OOP' feet, which includes the Grayburg-Jackson Pool. 

Bruce A. Rush 

SUBSCRIBED AND SWORN TO before me this ̂ / ^ day of August, 2008 by Bruce 
A. Rush. 

My Commission Expires: 

Oil Conservation Division 

My Commission Expires 05/07/2010 Exhibit No. / ( ~ 
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UNIT AGRBBMHI-T 

THIS AGREEMENT, dated tha j 7 * of Pecem^trr* , 

1?'37„ "by topSBatvreen SKBLLY OIL COMPAHY, „Af (xjrpor&tion, f i r s t ; 

party, and IRIMAS OIL COMPANY, » ^ G . ^ S g a t o ' J ^ O . TLWHOW end -

is 
as 
A 

1% 

as 
**Wu 

9 « # 



aa/ iatermiria to "oa practicable and necessary or advisable, 

?hich plan shall adequately proteot the rights of a l l parties 

in interest, including the United States; 

••VHSRSAS, the Ska l i y unit area, aa hereinafter defined, 

constitutes a single o i l or gas area, f i e l d or pool within 

tha meaning of the Aota of Haroh 4, 1931, and Augaat S I , 1935, 

supra; 

NHSBBA3, tha Gorernmant parmittaea sn4 lessees, or • < . ]jm 

representatives, hold euoh a part of^tn* V L ^ ^ B i a ^ J 1 ^ f i l f ^ 

U give effective oontrol thereof; ' ' ^ t ^ ^ ^ x i " 

their 

as wl 

WHS)RBA.a| for t he purpoa e or'norll* pfiBtiC^'ooneorvi 

tha oil and gas resources of aaift area.,flaid ©*• pool, i t la 

naoeadary 

for the: 

Secretary . _ „ „ „ w w ^ , 

maftt and operation to " iota ^ o i t a t ^ d ^ M ^ ^ m ^ ^ ^ W ^ m ^ ^ 

.ftall« t ^ ^ ^ ^ ^ ^ ^ ^ g p t # *gavHndNaatfaoiated t tuld- I 

^ ^ ^ S l S S i ^ i ^ ' W& :***&* proiaci'd WoVeaid. uiit j«e«4 

'"apportionment o* ^ha'£<»ata and W e -

MBBm 
, IE«Q8W!^»W^^bonaiaoratioit otAtff wfaaUaa ato'tr-To 

promta»*|^pep|ff$$£|taM&.i^:/Y,tha partita hereto agroa tfamaUy-

among t£emifcl^^a:h-£fetL%h the secretary ofHho Interior, aa 

f0ljl.0«Si;:.4L '.ftp*.1 4 
RNABIIBG AO* ;l> ,; ifeat the s a i l Act odt.. FebAarjc £6 , 1940... aa. 

%; • amended,, and" all p 

to fore and all pa 

tions, are accepted and made a. fetcf' " t H ^ ^ ^ ^ ^ ^ A ^ Provided, 

gulationa hereafter ittsaed thereunder ' f l n ^ S 

that no such ^regulations hereby accepted B^JI ha* fooonsiatent 

witii the specif ic tems of the leaaee dr 6# tMa agreement, parlf^^ 

tioularljr in the matter of rat^'a of royalty and rental, ar inT*'. ^cjS 

carfliot -*\th t>.e laws of the State in '.vhich the unit area is ™ 



U3IT AREA 

the emit area* 

2. That the following described landa are here

by designated and reoognized as constituting 

UNITIZES 
3UBSTAH0B3 

All Sections 14, 15, 21, 22 and 23, and the 
Horth Half of the northwest Quarter (B'/2 HlA) 
of Seotion 26, and the ITorth Half (H/2) of 
Section 27, and the North Half (E/L) and the 
Southwest quarter (aw/4)i and the »orth Half 
of the 3outheaa^ja^axJ;jirvfirA 3S/4) of 
Seoti on 28, ad 1-ia 3»pY 178-. Bffe * 31A, Bddy 
County, Haw Mexico. ; 

3. That a l l o i l , gas, natural gaaotllnef anU 

associated fluid! Kydrdo^wbolii w4lhiir the 

unit area ln any and a l l a ends or h ^ U t M ^ b ^ m t t e r d ^ i i ^ l 

unitl iodi substances, are unit! sefc tintf e*! 

agreement. 

OPERATOR 

of tfc«Mp*fc 
the Operata*f^Blg^ated herein, or'its au.cqeaeora and^|e^a 

ahall continue^aVOperator for a parlodvpf 'thxee (a) m3aiifa,after 'M 

notice of euoh. relinquish mentt unleaa the*new QEefato* shall 

have been af^fcetp&o* and ^ t & ^ M ^ S 0 ^ U i ^ ^ 4 ^ a B y m ^ Vh+*$ 

A*tiM ted^pbl^fa^ouft of dp'eratofe^p^^^^^^^i^tejni of « 

'|*id period. ' ^ > & « » ^ ^ T 43 

The tt gilt to relinquish a l l rlgpa*ib.njfct* operator, aa 

hereinbefore provided^ may b | exeroisei^^enever Operator i s not 

in default un'der.thla agreement* 3'""wr" 

Relinquishment of Operator's righta. as unit operator,-. $f 

less than tha entire unit area subject to thia agreement shall 

ba oiada only on approval of tiia Secretary of the Interior, to 

hi :?iv-an -tfianevar. in the J-adgment of said Secretary ' 



3 

••acaomplishmeat of the purposes of tihia agreement will not ha 

•iffacted adversely tharab/. 

Assignment of any riajit or rights as unit operator 

ahall ba subject to approval by the 3aoretary of the Interiors 

The costs and expauaes of the development, equipment 

and operation of tha premises for oil and gas purposes shall 

be home by the f irst and second parties, respectively, in 

proportion to their respeotiva interests in the participant ing 

area, 
RIGHTS AND 
OBLIGATIONS 
OF OPERATOR 

6* That the exolusive right and privi 

except as hereinafter ^ g o M i ^ , $j 

ing any and a l l rights of $ha non-opi 
Vi£ V tit** ^ \ m

 f i 

(the second) pa'xtiea, neaHssarj- or; oouTaiiiettttfor pr'oapi 

for,; producing, and -disposing; ddpth& T t̂igoiTv^ubiititfnbe&fcrara 

entitled to receiyAMI^fttiy^'Biyijiei 

share, less amountd' to fl* received-

,0lW$ajHp8^E^ th.d United Sta+ea andji 

* WW^g^^^^^wliESf, , .parsem mm̂  ooittgattioa^oondentiig- T»i 

of :̂ Se arttfeeda-o* tlp^eale of the unltiaed aabatartcoa prcc 

saved and-.ao^-fr^m'*-eaid premises, and̂ .i 

upon joint diviaiton|orders or contracts 

f irst and. eaoor,.<V, paytiee hereto; and seoonj 

have tha right of acoeBB to any of the/ p; fKereftfe 

at all reasonable, tinas to inspect the logn„ .a&mp£e«; and out tings-

from any and a l l we).Is drilled heraxnder, and tna right to in 

spect, and audi't at a l l reasonable timea tftfr.dparatoy1 s books, 

records and invoices pertaining to any matt or of, accounting 

arising hereaMer, Bvidenca of tittle of non-operating parties^ g | 

ta thair righta shall be deposi tad with Operator and, toga,tbejr|| 

vlth thia agraanen t, shall constitute and define Operator's 

r <:•..-.• 4 ? n vilaiaa .*ne obligations in the --remiaea; provided 



that nothing harain ahall ba QO net rued to transfer t i t l e to 

any land30 perm it a, or leaaea. 

Operator shall pay and discharge all coats and ex

penses incurred in the conduct and management of the operation 

and development of aaid praniaea under this agreement from and 

after effective date hereof, and shall charge the second par

ties hereto with their respective proportionate shares thereof 

on the basis of the interest of each in the participating area 

aa aat forth in Exhibit A, attached hereto? Bach of the^parties* 

shall promptly pay and discharge its proportionate parj^&f #&• 

such ooeto and oxpensee. Operator shall. bl$ljrhe Beoo^^^a&iea^x^ 

on or before the last day of eaoh atonth«^foi^tnia^i>propO$tfronate?-*p$ 

shares of such, coata and expendt tftrea during? thd pjfeoed^ng 

Mgheat l l l ^ l ^ ^ T p a t o * B ^ n M ^ ^ K | V # B K a l 

val'j 

Slferap^o^tes.: pa*'® 

lifla|m th% pe'*mm 
oasingMfed^a^'S^W^ therefroit a W Y f c t i ^ ^ c « ] « f e & & the 

sale thereof and lit the equipment oad'^ata$fea^li\f he* premises 

to secure the "Weymeiî  to t»» O p a r a t ^ p ^ ^ ^ j ^ ^ P ^ o n t a t a 

shares af afcl^gjfc^-eaats1- and e x p ' e a a a A r ^ ^ ^ H ^ ^ g ^ j l ^ ^ r f t t a s J 

hereunder5 and the/Wittaa order o f ' ^ ^ ^ ^ ^ P f ^ * ' o a " t h * 

purchaser or purohasers of their said r^a|r :^t -|^'tei»re8 in the 

oi l , gaa and oaEinghead gas shall au»tho^ i s l ^ j ^ pur chaser or 

purchasers to:pay tha proceeds thereof to the Operator until the 

Operator ahall have been f i l l y reimbursed t#d*«$e> for and on-

account of such parties' reapeotiYa eha¥aa>7a$..a»olfc- coat*, and-*-

expenses together vdth the intarast thereon, bttt this remedy 

.^all not ba axcluuiva, and eaid Han and ranedy shall be sub-

•:»5 ri.rhts of tha Unit id Stetea in respeot of it a •ai;."* t 2 



claims for royalties. Operator, at its aleotion, may r3quire 

ths parties hereto to advance their respective proportions of 

development and operating costa« Adjustments between advances 

required and actual coats and expenses shall be made by tha 

Operator at the close of each succeeding oalandar month and 

tha accounts of tha partiaB shall be adjusted accordingly,. 

DRILLING 
AND 

DISCOVERY 

4260 feet and? plugged back to a 

at that 

6, On the unitized area the following discoveries 

_________ have been made: 

lynch Well Ho. 1, located about, the» center • 

of the Northeaat Quarter of the Northeast Quarter of thliflo'^h^. 

east Quarter of Seotion 22, Town ship Spû h> Range j^^^jfe^'?.,.. : 

was oomnjeneed itine 27,. 1926, aad\ | iei l^|^4;.^.^^^ depjt of 

|ikt| «Vnd- compl eted 

icing 

appTOXttftiN*^ m* 'mk and* i t i l l i i f t f f oâ  the.-, 

pump f o#"t jr#8 

it;d^p^fe|^^he^v5^ l^gff| as a _ ^ ^ ^ ^ ^ ^ ^ © ^ i 1 ^ 1 1 6 

^ ^ ^ B ^ ^ I ; ' , i P o # | | r ' d ^ ^ ^ a a p ^ tha 

'o^Sra^^Krf l^i ' i^ , abou|>:fl|v'emDar " ^ ^ ^ m ^ ^ - is|now 

capable of 5»duoing?>«|p |»^ C?S*$& 

well h a a ^ ^ ^ ' i d ^ q ^ ' a l ^ a o f ^ P a a t f t a t i o2 " " 

% ^ i p ^ i 
tik *VIMHR1M&$

 :orthe SOTM 

SH_^ 
iPptiwa;' drilled to/c 

i^t^^aii feer 

sed' about 

W&6 * 

Jul / 

and waa p! 

on or about Jot(3i|[a^ 9, 1934, as a we|! 

oen3'e% of 

imj^n^djsii 

dep I i i 

i 

? : ^§^.dap&h. 

approximately'^ of o i l per d^:;%ia^^^Kpip^ei.of: . 

produainff;'a#^^6ai^.3? barrels. 5 * ^ 4 ^ ^ ^ ^ i 

the Southwest :Quarter of the Southeast* Q^r%frai? saotion> IS , 

Township 17 S,o î;h,' Range 31 Bast,, was. bommenae# "Ortt. or about 

December 13, 192i4, and was drilled to a total depth of 578& feet 

and waa oompljieted at that depth on or about Sebruary 21, 1936, 

as a well capable of producing approximately 24 barrels of oil 

per day, and said wall ia now capable of producing approximately 

15* barrels of oil per day. 



3EY3L0SMBHT 7» Prior to drilling any additional walls or 

-yd thin 3ixty (60) days after demand by the 

aacratary of the Interior, Operator shell submit for the 

approval of the Federal Oil and Gas Supervisor a plan for tha 

further development of the unit area, which plan when so 

approved shall constitute tha further drilling obligations of 

Operator and shall include an adequate a ni effeoti ve we 11 -

oasing and wei 1-spaoing program, shall provide for? complete 

exploration of the unit area under agreement atodffor the dettr-

miration of the commercially productive a^ea,thereof in.'oaps. 

and every productive sand or horiao^; %haKr afford' protect ifn . ' 

to the"' Interests of the parti oa* hereto, am of tha Unltil •SNi'-e.e \J* 

against operations nofc undatt th< a agreement,> and shell specify^ i*] 

the number of^ wallfe'pi W ^ £ l l M drill eoifo^ro auction Airiag^fS 

each oaletidax. yaar; siovidatf that, ."ipon- appra9al( of eaid, super* -* ' 

Brail J 
'•••'S*is5?s; 

«un approved,i 

in vnfi'^n||t^e|Ba^ t B>parTiaor. and/thAralt i r i H i ^ roa.il r - | 

ments of permita^ leases* operating adamant s t . or o^sr on-*„ 

tracts affecting; tha^unit are* auhjao^t^^^g]T j «/e»nt.jKra " , | 

hereby modified to Conform to and be.aatiJfloVby^ - J 3rolling; f 

requirements of^thi* agreement. ^ ^ ^ f f f ^ : ' . I j h 5 A 

PARTICIPATION 8» ' The parttea herewi^aa^^^ C 

the 3eoretary of thetlB%^03^-.a> aohedale of 

lands, BxhibiV A, attached herete t(oaa«d, oW a î̂ qttQfeparta of 

subdivisiona of the publio-land surrey J tfnieh- coders, a l l lands .jj 
';• • < "'' . 1 "'-ff."' a , J 

within;,$he unit area sua jeet .tor-.^ia" agreement vffiloh. axe npi^ , t 

regarded as reasonably proved to be commercially; productive of ~ .̂| 

oil or gaa; a l l lands in said sohadule on approval by Baid 

a-w?atary to canst itute a participating area, ef fective as of 



tha data of approval he reo fa (See fehibita A and A- l ) . Said 

aohedule aets forth tha ownership of operating rights to a l l 

landB included therein and the percentage interest of each 

ovular in the total participating area subject to this agreemaat. 

Such percentage inter eat shall govern the participation of the 

owner in costs and benefits of operation from and after the 

date the participating area becomes effeotlye. ,„ The. participating 

area ao established ahall be revised from tim* „t0 time^u'ppjs 

application By Operator* or on} the^de^d^^n&Saaye'^^^^Pl 

Interior, and aabjoet to the approYa* of4t%Seeiretarj£ , t . ^ ^ . * 

Interior • -fi»ie4^^i*«iU«tfal M l S ^ H ' ' ' 

proffld to hate beaomo aommerolally proiuotiva or to BT.UA 

lands rotcazded aa reasonably proved not tu atjnrberpially* proAu<ji« 

V 

^-rawl^d 'ca^ha, eawaartial 1& veStaMss^M 

t^,#(pl??d<6rQaP9 af thatxartioltiabihs area n 

therein aqntaUvd-^hax1 ha aoxfetraad &V requiring any letx 
• •^^v^MfiW.^X^Kv w *^ 1 ^ ^ J f f i H ^ ' ^ t r ^ * ^tr**" 

appofrtiot—wH «£ any BUBS aooyuad or p»14 for prodilotioi^o%teJiftad» 

WiM* to the eif eotira data of reTislon of the pa»tioipi | ipp.!S#^l 

auohr da§* « S | M ^ » ^ da# of **» 

X#tha absence of agree* times between 

the Operator aod 'the Secretary o f the' J ^ r i ^ i f c s . *° t h > 0 , 9 r ° l ) e r \ 

definition of/the participating area, th# Portion 0* payment 

affected by stbBh ahaenoa of agreement Bhall̂ he/:-impounded, in a 

mutually acceptable bank pending final action. 

ALI00ATIOH OS1 9. That a l l unitized substances produced, f ro* 
snODUCTlOS 

the narticipating area subject to this azree-

.f. e it axcost an/ part thrraof vui*d for production and develop-



zent purposes hereunder, or unavoidably lost, ahall be 

apportioned among and allocatad on an aoraaga basis to the 

aavaral tracts of land comprising said area; and each such 

tract ahall heve allocated to it auch percentage of said 

production as its area bears to said participating area. 

10, That any party hereto owning or con

trolling a majority interest of tha 

operating rights in ; an$* tract i|jfî adedi 

DSV310EHSNT OH 
OPERATION BT 
3300II3 PART I S3 

in the participating area having thereon..a-regul 

location in accordance with the approved well, spacing* 

may dr i l l a well at *uoh location at hia;-gsm.a^etfaaTf 

operator electa and oommaaces -to d r i l l such wall within 

(90) days of receipt of notice fronfe said-•party.-efvhia intention 

to; dri l l the wall,,. 

'ijiieuflfltci anitf area- by Operate or by aaid party Abtaiufypn 

to justify- inclusion in the partioipatia^'axal^ft^-thWlBnd, on 

whioh eaid well ia situated, eaid party; at^h^^^e|ponjAWiiattH, 

podu.cef the 

thirty (30) days: af tier determination of ̂  au^a^S^I«|B4.e&yy t 

shall be wholly responsible for and may GFtj&raj! 
*.- / • •• 

wall at his sola expense and for his sole benef i t "If such well 
was dri 11 ed by .Operator, said party Bhall pay--theKQperato r a 

fair salvage valLue pxloe for tna casing and- other equipment left 

In the well. • • • -. r . . . 

'.lolls drilled at the sole expensevof any pja 

or produced at Ms sole expense and for his sol e; benefit, sthallf 

h3 o'-'-bJact to the dril Ting md producing requirements of this 



agreement the same as thou*, drilled or produced by Operator; 

&i:d royalties in amount or value of production from any such 

well on land of the Unitsd States ahall he paid aa specified 

in the permit or laase affeoted^ unless otherwise authorized 

in writing by the 3eoretary of the Interior. 

BSOTAI ABD 11. That Operator, on behalf of the respective 
ROYALTY 
PAYMENTS permittees and leasees, shall pay a l l 

rentals and royalties due the United states 

e »s5 on aocount of- lands subjeot to this ê ee|Dftfe%aa]d â>inll <Mi.trlbst 

the cost thereof to the parties oonfbrmablyliVith\tlfeir' rouooo*lve , 

rental and royalty obligations. On reques^o-f any seoona. J ^ y V ^ J v 

Op ere to i thall » ; other royalties on hia behalf in uoc>rduuct> 

with a soheouJe fimiuhed by him aaJ chargft-j;h^ cost there->f3.tfc"slil 

hissao count; plovs,dflft1 that 

re^oiiiioiliw'te any rdyatt/ wwEe--1^ B0Pe,lâ bfcf *&wonaibilt t p 

shafl fo* todX^l&l^ ^t'O^iigattoffi-"b^ta^%otio<*pVrttfaa, E ^ n s ^ - , 

*=; s?- * — 1 < f . » i « ;*f 
JCO Bh,a?3i o> a&da aa. vrovided in_»l^in<^cput£«ctB_exbept t* at • ̂  

I ' t fJ&^f^. 'a iJ ' bfiba.8Rid on urauttct̂ cfM biiocfad to^la-ii ln 
XC^LitjI^'IfnteruBt imtead^af oa PJLS loo tion ootid*Wf 

•^^gjg^^.irtJ^ffs^ gyntdteagit or.a eoagcftida^loa of t u o v r - -

r^^^^a^^te^feveBta of foa t*eraon"p anf«3ottjaniea coiioeuti^r 

hereto aea ff^jfait Bo _ <»' ~ \ \ v f 

<k>V$JNti,3T' J ia« Tl*t royalty to th* United? Stated u IX ha f| 
RGYA&TIBS AHJJ , . j J ^ J 1 ^ ^ VJSOJ » * f l 
RHHT̂ LS paid at the ratee'Specified1 i c the riupac-

the amo'umt ̂ ^ p ^ W t l o n allocated t O ^ ^ ^ f ^ e r a o f ^ p r o v M 

that. fOT'laasal in lahich the royal t '* 'raVs^'oJ L ^' i -»P 9 U d l ^ O K t h e 

average daily ftH prtiduotion per w e l l V ^ * ^ ^ ^ ' ^ ' " ? ^ 6 £ , Q 2 S e a ^ t e 

such leaso in ^o^partto^Pattog a r d a ! et?aJl» V If!.?,?™11-11^ *7 t h s J 

r average daily'produotionV of the o i l wells? saV^eaff|'o< this^agrea-

mant producing' from that participating area'r and-for leases in 

which the royalty rata on gas depends on the average daily g&s 

pi-oduction par well, the r071-.lt/ rate for each such lease in 



aach participating area ahall ba determined by tha average 

daily production of gaa per well from the wella subject to 

thia agreement producing from that participating area. 

Rental for lands of the United States subject 

to thia agreement at the rates. sp ecified in tha respective 

Jederal leases tihall be paid or suspended ae determined by the J 

Secretary of tha Interior, pursuant to applicable law and 

regulations, anything in tiiis agreement to the contrary not

withstanding* 

OOHSBBVATIOH 13. That operations, ahall net conducted so> ai* * ! 

to provide for the mo at floonomio aU 
• ^.•...i:s*fr*^«wSia*ii!>M8!<;iif:'- • .--iS 

effioiant recovery of unitized substances to*the end tl 

mum ultimate yiajaVmay he obtained without ,veehte. the 

parpoad ojf m^eFprOpjiriy oonaarvinp the natareJC reLdiuroeev of1 

. « *£*TUVJH % w ^ | ; ^ ^ j ^ | ^ ^ t V P f l « ! ^ O u u a t i o n v pf 

I||ea ahall at e l l t i u e i ^ ^ ^ ^ ^ ^ ^ ^ ^ t ^ 

daral law; O ^ S K S m ^ ^ " 

Ut to beife ££ o i j a i ^ * ^ rasl i za-

in tfc^ * \ S 9 ^ ^ ^ K M ; W - ^ ^ g f , 

i t e l by tfra^^a^^pAfe$entand|aa, . ~ 

tar? for* 

^duofe 
*K< ' i*T T i l *̂ <*$*V u * 
at Operator oh a l l ktoke appropriate) and 

adequate, measure to prevent drainage of oi l or 31a f rom? I»Mj9 

euhieot t» thia*: Agreement by wells on landa not aubjattt to this 

agreement1," oy»'S&t#4 approval of the 3e^e3 

pay a fa i t and :ce»s$,nabl.e compensate 

the fledere* o i l and; gaa supervisor* 

TO A&RBEKSNI The parti es haretcft hQi<&n®leaaegor permits 

th*- Interior, 

aad. by 

' 1 

i 
embracing lands of the United- States subject 

to thi s agrearns nt, and 1he person'sand oompaniea consenting 

hereto, consent-that the Secretary of the Interior shal l , and 

said 3eoretary by his approval of this agreement do ea, estab

l ish, altar, change, or vsroze tha dri l l ing, producing, and 



royalty requirements of such leases and permits and the 

regulations in respect thereof, to conform said requirements 

to the provisions of this agreement. 

The 3earetatfyof the Interior further 

agrees and consents that during the effective l i f e of thie 

agreement,, the prospecting, drilling, and producing operations 

performed by the unit operator upon eny lands' subject hereto 

will be aocepted and. deemed to be operaitî nw 'under* ana* for* the 

benefit of al^iuehj leasee; that Huopdkfiitfn o'f oporat'ca Sr 

production on ai"jp> such loaus shall he deemed not to havi.oca rrod 

i f there be operatl OES or product ion on an/'part of the unit 

4 

area sub ub jeet to ĥ%;agreeiDBnt;'thai'&c><a'uoh lease, ul ai'l'W 

Sa'a^eemBiit, consents 

United 

»1>.^v^ftifetrji^'fcjaadaaroaa tkatfrraa- to' tha-landa of tha 

F'Stftttes^i&i-* t£e.l,ttnHr a r e a ^ ^ ^ ^ ^ f ^ V A ' + 

to this agreement and in good standing thereunder espiripa&'jp.n 

or before December 31, 1937, shall be and they are-hereby 



ext end$<l-to aaid data subject to compliance with tha tarma 

oi thia agreement by and on bahalf of tha permittee. 

' . (3) Vihen any oil and gaa proa panting permit̂  -̂vS' 

has been determined by said Secretary to have, been, on or b of or a ..y* 

its date of expiration, vsholly or in part within the litaite of h 

any producing oil or gaa field to which thft| agreement shall per- ^ 

tain, vfcich tennit ta t9e' iVluded in tnis figreo'ont. jr r -itsfBg 
•'• • . - e»„ ,,i .. sm 

and proper applioaT i-«n t^e^efor a lease or laases In oonfoi ri*,, 
•••••• •% " -\ ' * * » , ,' f[ *•'.${'•» ' 

sjrith VÂ itVWAAV/yfA t*e Act of ffooriar/^B^l^SC, ab amendei, 'TV 

B i 

BI 

, Jtrnt'lfyihli^ any 

rencun lfl eiteoL so Tov SLaro&tt«x * as *oII or fcao can o pro 

daoe'i ^ntpi'/lii* d>ijSxt*iea-or urt i l 'Lt ft? prcs* thet tho J'^t 

area 16 no'longer, csoable of OOUJBXO1B) gToJCiUti-m of oil - r 

gea ana, ynith'a.ppioaal of the 3eoreta-"»-ol tho I^urlor., >oti J 

of torminatLoa fl*r non-oroaaplivitv i3wqlVmr bV^^P,•iato,* fill 'i--$k 

parties. in "lnf ece rift- provided,, that thia agr'nunwri.1. iri»/ b« • u-

ruinated, at anv* tii^a bj mani-noia oona«<-̂  oi: tr4 f l iu t a n - J - - -Lj;;^ 

pa^tijia fe§^a|o/Mtr upprovol of tha "iocrjtar? of, ^-e If r . 

.HWtSJ£0̂ SSi!Ŝ %ifel$9» Tl*t a l l prodJation ai i tho i l L ^ b a l t-j-*»i* 

shall be in o o n t o T i ^ W ^ ^ ^ t ° ^ U ^ ^ 

allotments, and quotas made or fixed by any duly authorised 



person or- regulatory body under any ffederal or State statute; 

provided, that the/Secretary of the Interior ia vested with 

authority, pursuant to the amendatory lots of March 4, 1931, 

and of August 21, 1935, to alter or modify from time to time 

in hia discretion, the rate of prospecting and development and 

the quantity and rate of production under this agreement, suoh 

authority being hereby limited to alteration or modification" 

in the public interest, the purpose thereof and- the puhlio 

interest to ba nerved thereby to ba at#te<l^infl!h|l,order,'Of. 

alteration or modification. 

_ • 
.DBisaMiHATiasa 
TBI OPERATOR k 

ASD REVIKif 

detemitetlona^BW^sjarraviawed by the Saaretarjp of the Interior 

Oft Mr am î̂ ^1ll̂ 1ĵ :<o.'tt. m-. ItttUatt raqtieat cf'any interested 

P«ty» ttdtfoei or^hy^atton raTiew te^a^i^^^^^ppte^eaj« " 

partiaa, inoluttag; Operator, w i t h i n \ « ^ t ^ » C d ^ % after- reoa&p, 

of notioa of Op\fl?a\to»" a determination; jn\Sf Irlfrid.sd,,, further, 

that any mattem ao reviewed,* on request o*> consent3 of Op"era|oi 

may ba submitte<l to r oommittea'of̂ thfaa oVmpetent para-ofte, iM 

appointed hj aaid Secretary, one on nomination ot Operator, ona 

on nomination of the seoond parties (Sfceily Oil Company to 

become a seoond party far this purpose if it should cease to be 



the Operator), emd the third on nomination of the f irs t two, 

the ooat of such committee to be a oost of operation and its 

report (which.shall be binding on the oommittee when cononrred 

in by any two of its members) to be submitted to said 3aoretary 

and copies thereof by him to Operator and other interested par= 

tiee; and Erovided, farther, that opportunity shall be given in 

said review for s l l f i r s t and seoond parti ea- to present their 

contentions and supporting evidence by Witietf^jg,oral^ommuni.^ 

oation to said <»mmittee or . said Secretary,-atd that after j 

consideration; o t a l l credible evidence aaid 'Secretary ahall \ * ',* 

render #C~|aae0nubli» d,eoi sion baaed 

i 

therewith.^^a^aeoision, got made and, ren'deredfc shall'b'a ffnaif..^^"S 

a*#&inainWoarfirtd&mr^^ 



DATS CS 
2XSCDTI0H: 

Sees. 16 and 21, and 'T1937/By 
Hg and 3*4 and HS 3 S4 
Sac. £S, <2* ITS, R. SIB. 

V - t'r'oatd'diit" 



1» ~: 

JOS! 

IhO. ttndorin.ga<»l ovmiru of r o V l t ' in Ut partiM J. «S 

raag» oô eTad trs obo\ A ani forogOi-\$ nn'« efrbo-wt 

iySosndout tQ and A n a to bo boon A by tho tsims of 

a 



F 

OOI'33*JT TO AOHSSMBHT BY 07SRRIDISS ROYALTY OBHBH3 

The ttn<f6xaEg-.ad o#nere of royalty In the p»rtioi:»tiT.g 

noreage oorered b/ the above and foregoing unit agree-iont 

hereby aonaente to end agree to be. bomtd by" she, term*, of 

5 m 
i i 

.v:.: '-,).:>• ^ ^y :y^»vyg^ * 

-- • * i 

m 
S l l 

i 
W W 



COHSBUT TO AQHSHMSiJT B i OVERRIDING ROYALTY OVfffHRS 

The anderalgQQd owaora of royalty i a the'r partiaipoting* 

noreago covered b/ tre above aui. fcrogofng unit aereo*"jnt 

hereby conuent to end afree to b? bo ind by the. tares of 

TO' A. >n4r«tM 

Si l l 



AEPK0VA1 - CBBUFICATIOH•" - DSPBHUIMATIoi 
*v - ^ u 

Pursuant to tne statutory authority in.-the Secretary ^ j f a 

of the Interior,, under the Act, approved,*a*oh 4 ^ ^ 1 ^ . U6. ,^ ; jpg 

0. 3. 3tatute& at large. 1623) and> the i o t ^ ^ ^ A n ' l g ' ^ X V 

1935, (49 U. 3. Statutes at large o"4) dnenU-ig tha xat 

approved Fehrui:^ik, 1920 (41 II. 3. StaVitee at D «rge„ 4."7), 

i i i order ta «e*oiir« the proper protection of tho" puMia interest. 

aeoritary of. thv iAteri^r, 
— T . . , 'i\ •*;« * ,., ft } Aft i. 

oomorfil^tfi, V^ivrapWto, « » a Hall. bv-ert&*s^»& i a -force 

be/one'*ha "f ta*jf**r* speed, flea itf th? lu**rfe'v tad* until the 

toi-nil n*ii oa of semi > aon*nt* < > r ' ^ -

*0K 
2. 

3earetary ot the Interior 

i 



SXHIBIT B 

PROPORTIOIfATS 07ERRIDIN& ROYALTY OWNERSHIP UflDBR 
PROPOSED PARTICIPATIUS AREA OP SKSLLY UHIt AR3A. 

BBOIiAH 7. LYHCH LSA3B #3622, 
J . a . LBA PSRUIT #029418, and 
HIRAH K. DOVf PERMIT #029420, 

BIDDY OOOHTY, H8W MEXICO 

Roawell, Hew Ka$&&e& 

Roawell, Maw Ka^fce-* 

Roswell, Hew lfex$.oo 

480 1. W. Bellman Bldg. 
Los Angel ea, . C a l i f . . 

1401 B. lath Avenae 
Denver, Oolorado 

fort ffoeth, fexaip 
(Burkburnett Bldg.) 

1254 Cook S t . , 
Denver, Colorado 

836 1. Vanv Huyat Bldg. 
Loa Angeles, OeMf*. 

Artes ia , Sa* M a j l i s 

233>8. TaA'Kan^^gR*,, 
los Angeles, ^p|^: , ; v . 

Banlah 7. Lynch 120/585 of 7*J6 
J . 3. Lea 160/585 of 7456 

Hirem M. Dow 48/685. of Itf 
Marshall & Winston, Inc . 72/585 of 

3. 3. Sherman 18/586 of 

Peal UoCane 2/585 of 

Oherlas U. Rath 2/685 of 

Oil Royaltias Oorpciration 22/586 of 

S. 0. Higglna 30/685 of 

P. A. Andrews 7a/686 of 



V 

AMENDMENT TO UNIT AGREEMENT 

STATE OF NEW MEXICO 
COUNTY OF EDDY 

WHEREAS, Skelly Oil Company, among others, entered into a Unit Agreement, being Contract 
No. I-Sec. No. 276, ("Skelly Unit Agreement") dated December 17, 1937, which was approved 
by the Secretary ofthe Interior on February 24, 1938, for the development ofthe Skelly Unit; 

WHEREAS, Texaco Exploration and Production Inc., now as Operator and sole working interest 
owner under the Skelly Unit Agreement, desires to amend said Unit Agreement in order to 
enhance the development of certain deep rights thereunder; 

NOW THEREFORE, Texaco Exploration and Production Inc. amends the Skelly Unit 
Agreement, only insofar as it applies to unitized lands below the stratigraphic equivalent of the 
base of the San Andres formation (found at the depth of 4918 feet subsurface as reflected by the 
Electrical log on Texaco's Skelly Unit No. 11 Well located 1980 feet FSL and 660 feet FEL, 
Section 21, Township 17 South, Range 31 East, NMPM), by replacing Paragraphs 8 and 9 of the 
Skelly Unit Agreement with Paragraphs 8 and 9 below, in order to enhance development of said 
deep rights: 

8. PARTICIPATION AFTER DISCOVERY. 

IN 
4 

Upon completion of a well capable of producing unitized substances in paying ^ 
quantities, or as soon thereafter as required by the AO, the Unit Operator shall 
submit for approval by the AO, a schedule, based on subdivisions of the public- > g 
land survey or aliquot parts thereof, of all land then regarded as reasonably proved cy^ 
to be productive of unitized substances in paying quantities. These lands shall 
constitute a participating area on approval of the AO, effective as of the date of 
completion of such well or the effective date of this unit agreement, whichever is 
later. The acreages of both Federal and non-Federal lands shall be based upon 
appropriate computations from the courses and distances shown on the last ^ 
approved public-land survey as of the effective date of each initial participating 
area. The schedule shall also set forth the percentage of unitized substances to be 
allocated, as provided in Section 9, to each committed tract in the participating 
area so established, and shall govern the allocation of production commencing with 
the effective date of the participating area. A different participating area shall be 
established for each separate pool or deposit of unitized substances or for any 
group thereof which is produced as a single pool or zone, and any two or more 
participating areas so established may be combined into one, on approval of the 
AO. When production from two or more participating areas is subsequently found 
to be from a common pool or deposit, the participating areas shall be combined 
into one, effective as of such appropriate date as may be approved or prescribed by 
the AO. The participating area or areas so established shall be revised from time 
to time, subject to the approval of the AO, to include additional lands then 
regarded as reasonably proved to be productive of unitized substances in paving 
quantities or which are necessary for unit operations, or to exclude lands then 
regarded as reasonably proved not be to productive of unitized substances in 
paying quantities, and the schedule of allocation percentages shall be revised 
accordingly. The effective date of any revision shall be the first of the month in 
which the knowledge or information is obtained on which such revision is 
predicted; provided, however, that a more appropriate effective date may be used 
if justified by Unit Operator and approved by the AO. No land shall be excluded 
from a participating area on account of depletion of its unitized substances, except 
that any participating area established under the provisions of this unit agreement 

EXHIBIT 
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shall terminate automatically whenever all completions in the formation on which 
the participating area is based are abandoned. 

It is the intent of this section that a participating area shall represent the area 
known or reasonable proved to be productive of unitized substances in paying 
quantities or which are necessary for unit operations; but, regardless of any 
revision of the participating area, nothing herein contained shall be construed as 
requiring any retroactive adjustment for production obtained prior to the effective 
date ofthe revision ofthe participating area. 

In the absence of agreement at any time between the Unit Operator and the AO as 
to the proper definition or redefinition of a participating area, or until a 
participating area has or areas have, been established, the portion of all payments 
affected thereby shall, except royalty due the United States, be impounded in a 
manner mutually acceptable to the owners of committed working interests. 
Royalties due the United States shall be determined by the AO and the amount 
thereof shall be deposited, as directed by the AO, until a participating area is finally 
approved and then adjusted in accordance with a determination of the sum due as 
Federal royalty on the basis of such approved participating area. 

Whenever it is determined, subject to the approval of the AO, that a well drilled 
under this agreement is not capable of production of unitized substances in paying 
quantities and inclusion in a participating area ofthe land on which it is situated is 
unwarranted, production from such well shall, for the purposes of settlement 
among all parties other than working interest owners, be allocated to the land on 
which the well is located, unless such land is already within the participating area 
established for the pool or deposit from which such production is obtained. 
Settlement for working interest benefits from such a nonpaying unit well shall be 
made as provided in the unit operating agreement. 

9. ALLOCATION OF PRODUCTION. 

All unitized substances produced from each participating area established under 
this agreement, except any part thereof used in conformity with good operating 
practices within the unitized area for drilling, operating, and other production or 
development purposes, for. repressuring or recycling in accordance with a plan of 
development and operations which has been approved by the AO, or unavoidably 
lost, shall be deemed to be produced equally on an acreage basis from the several 
tracts of unitized land of the participating area established for such production. 
For the purpose of determining any benefits accruing under this agreement, each 
such tract of unitized land shall have allocated to it such percentage of said 
production as the number of acres of such tract included in said participating area 
bears to the total acres of unitized land in said participating area, except that 
allocation of production hereunder for purposes other than for settlement of the 
royalty, overriding royalty, or payment out of production obligations of the 
respective working interest owners, shall be on the basis prescribed in the unit 
operating agreement whether in conformity with the basis of allocation herein set 
forth or otherwise. It is hereby agreed that production of unitized substances from 
a participating area shall be allocated as provided herein regardless of whether any 
wells are drilled on any particular part or tract of the participating area. If any gas 
produced from one participating area is used for repressuring or recycling 
purposes in another participating area, the first gas withdrawn from the latter 
participating area for sale during the life of this agreement, shall be considered to 
be the gas so transferred, until an amount equal to that transferred shall be so 
produced for sale and such gas shall be allocated to the participating area from 
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which initially produced as such area was defined at the time that such transferred 
gas was finally produced and sold. 

TH. sirrflv Unit Aereement shall remain in full force and effect as to all of its provisions with 
respect S £ T S £ o f the San Andres formation (as described above).and..except as 
amended hefeby, shall remain in force and effect as to rights below the base ofthe San Andres 
formation (as described above). 

This amendment in no way changes the contractual relationship between Texaco Exploration and 
S S u S S T i any of'the overriding royalty owners under any ofthe oil and gas leases wh,ch 
are subject to the Skelly Unit. 

Texaco Exploration and Production Inc. submits this Amendment to the Authorized OfiBcerof the 
Secretary of the Interior for approval, effective for all purposes the 1st day of November, 1994. 

TEXACO EXPLORATION AND PRODUCTION INC. 

E. L. Johnson, Jr. 
-ritWv A t t o r n e y - i n - F a c t 

nats- November 8, 1994 

APPROVED 

BtWEAU OF IANO MAHAOIMiOT 


