
STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION FOR THE PURPOSE OF 
CONSIDERING: 

CASE No. 8397 
Order No. R-7765 

APPLICATION OF GULF OIL CORPORATION 
FOR STATUTORY UNITIZATION, EUNICE 
MONUMENT SOUTH UNIT, LEA COUNTY, 
NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This case came on f o r hearing a t 9:00 A.M. on November 
7 , 1984 , a t Santa Fe, New Mexico, before the O i l 
Conservation Commission of New Mexico, h e r e i n a f t e r r e f e r r e d 
t o as the "Commission". 

NOW, on t h i s day of December, 1984, the 
Commission, a quorunr naving been present, having considered 
the testimony and the record and being otherwise f u l l y 
advised i n the premises: 

FINDS THAT: 

(1) Due p u b l i c n o t i c e has been given as r e q u i r e d by 
law, the Commission has j u r i s d i c t i o n o f t h i s cause and the 
subj e c t matter t h e r e o f . 

(2) The a p p l i c a n t , Gulf O i l Corporation ( h e r e i n a f t e r 
c a l l e d G u l f ) , seeks the s t a t u t o r y u n i t i z a t i o n , pursuant t o 
the " S t a t u t o r y U n i t i z a t i o n Act," Sections 70-7-1 through 
70-7-21, NMSA-1978, of 14,189.84 acres, more or l e s s , being 
a p o r t i o n o f the Eunice Monument Pool, Lea County, New 
Mexico, as more s p e c i f i c a l l y d e f i n e d i n Commission Case 
8397, s a i d p o r t i o n t o be known as the Eunice Monument South 
U n i t ; t h a t a p p l i c a n t f u r t h e r seeks approval o f the U n i t 
Agreement and the U n i t Operating Agreement which were 
submitted i n evidence as Gulf's E x h i b i t s Nos. 3 and 4. 
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(3) The proposed u n i t area should be designated the 
Eunice Monument South U n i t Area, ( h e r e i n a f t e r c a l l e d u n i t ) 
and the h o r i z o n t a l l i m i t s o f sa i d u n i t area should be 
comprised of the f o l l o w i n g described lands: 

TOWNSHIP 20 SOUTH, RANGE 36 EAST, NMPM 

Section 25: A l l 
Section 36: A l l 

TOWNSHIP 20 SOUTH, RANGE 37 EAST, NMPM 

Section 30: S/2, S/2 N/2, NE/4 NW/4 and NW/4 
NE/4 

Section 31: A l l 
Section 32: A l l 

TOWNSHIP 21 SOUTH, RANGE 36 EAST, NMPM 

S/2 S/2 
Lots 3, 4, 5, 6, 11, 12, 13, and 14 

A l l 

S ection .2: 
Section 3: 

and S/2 
Section 4 through 11: 
Section 12: W/2 SW/4 
Section 13: NW/4 NW/4 
Section 14 through 18: A l l 
Section 21: N/2 and N/2 S/2 
Section 22: N/2 and N/2 S/2 

(4) The su b j e c t Commission Case 8397 was con s o l i d a t e d 
f o r hearing w i t h Commission Cases 8398 and 8399. 

(5) Said u n i t has been approved by the Bureau o f Land 
Management and the Commissioner o f P u b l i c Lands o f the 
State of New Mexico s u b j e c t t o the approval o f s t a t u t o r y 
u n i t i z a t i o n by the O i l Conservation Commission. 

(6) No i n t e r e s t e d p a r t y has opposed the h o r i z o n t a l 
l i m i t s of the s a i d u n i t . 

(7) The h o r i z o n t a l l i m i t s of s a i d u n i t are reasonably 
d e f i n e d by development and have a reasonable geologic 
r e l a t i o n s h i p t o the proposed u n i t i z e d f o r m a t i o n s . 

(8) The v e r t i c a l l i m i t s of s a i d u n i t should comprise 
t h a t i n t e r v a l u n d e r l y i n g the u n i t area, the v e r t i c a l l i m i t s 
of which extend from an upper l i m i t described a t 100 f e e t 
below mean sea l e v e l or a t the top o f the Grayburg 
f o r m a t i o n , whichever i s hig h e r , t o a lower l i m i t a t the 
base of the San Andres f o r m a t i o n ; t he geologic markers 
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having been p r e v i o u s l y found t o occur a t 3/666 f e e t and 
5,283 f e e t , r e s p e c t i v e l y , i n C o n t i n e n t a l O i l Company's 
Meyer B-4 Well No. 23 ( l o c a t e d a t 660 f e e t from the South 
l i n e and 1,980 f e e t from the East l i n e of Section 4, 
Township 21 South, Range 36 East, Lea County, New Mexico) 
and as recorded on the Welex Acoustic V e l o c i t y Log taken on 
October 30 , 1962, s a i d l o g being measured from a k e l l y 
d r i v e bushing e l e v a t i o n of 3,595 f e e t above sea l e v e l . 

(9) The establishment of s a i d v e r t i c a l l i m i t s 
r e q u i r e s the amendment of the v e r t i c a l l i m i t s o f the Eumont 
Gas Pool and the Eunice Monument Pool under the u n i t area 
as i s the s u b j e c t of Commission Case 8399 and Order No. 
R-7767. 

(10) The " u n i t i z e d f o r m a t i o n " w i l l i n c l u d e the e n t i r e 
o i l column under the u n i t area p e r m i t t i n g the e f f i c i e n t and 
e f f e c t i v e recovery of secondary o i l t herefrom. 

(11) No i n t e r e s t e d p a r t y has o b j e c t e d t o the v e r t i c a l 
i n t e r v a l proposed t o be u n i t i z e d . 

(12) The u n i t area contains 101 separate t r a c t s owned 
by 41 d i f f e r e n t working i n t e r e s t s . 

(13) As o f the date of the h e a r i n g , over 90 percent o f 
working i n t e r e s t owners and r o y a l t y i n t e r e s t owners were 
e f f e c t i v e l y committed t o the u n i t . 

(14) Gulf proposes t o i n s t i t u t e a w a t e r f l o o d p r o j e c t 
f o r the secondary recovery of o i l and associated gas, 
condensate, and a l l associated, l i q u i f i a b l e hydrocarbons 
w i t h i n and t o be produced from the proposed u n i t area, a l l 
as shown i n Commission Case 8398. 

(15) A t e c h n i c a l committee was formed by the owners 
w i t h i n the proposed u n i t t o evaluate aspects o f u n i t i z a t i o n 
and o p e r a t i o n o f the proposed secondary recovery o p e r a t i o n 
( w a t e r f l o o d ) . 

(16) The t e c h n i c a l committee concluded t h a t the 
probable range of recovery from the proposed w a t e r f l o o d i s 
from 25 percent t o 100 percent of u l t i m a t e primary 
p r o d u c t i o n . 

(17) Said committee f u r t h e r concluded t h a t based upon 
response t o w a t e r f l o o d i n g i n s i m i l a r r e s e r v o i r s , 48 percent 
of u l t i m a t e primary or 64.2 m i l l i o n b a r r e l s o f a d d i t i o n a l 
(secondary) o i l would be recovered by i n s t i t u t i o n o f the 
proposed w a t e r f l o o d . 
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(18) The u n i t i z e d management, o p e r a t i o n , and f u r t h e r 
development o f the u n i t , as proposed, i s reasonable and 
necessary t o e f f e c t i v e l y and e f f i c i e n t l y c a r r y on secondary 
recovery operations and w i l l s u b s t a n t i a l l y increase the 
u l t i m a t e recovery o f o i l and gas from the u n i t i z e d 
f o r m a t i o n s . 

(19) The proposed u n i t i z e d method o f o p e r a t i o n as 
a p p l i e d t o the U n i t Area i s f e a s i b l e and w i l l r e s u l t w i t h 
reasonable p r o b a b i l i t y i n the increased recovery o f 
s u b s t a n t i a l l y more o i l from the u n i t i z e d p o r t i o n o f the 
pool than would otherwise be recovered w i t h o u t u n i t i z a t i o n . 

(20) The estimated a d d i t i o n a l investment costs o f the 
proposed supplemental recovery operations are $60.6 
m i l l i o n . 

(21) The a d d i t i o n a l recovery t o be de r i v e d from the 
proposed supplemental recovery operations w i l l have a 
r e s u l t a n t net p r o f i t a b i l i t y over the a f o r e s a i d a d d i t i o n a l 
costs and a f t e r taxes of $1,186 b i l l i o n w i t h u n i t i z e d water 
f l o o d i n g versus $226.7 m i l l i o n w i t h o u t u n i t i z e d 
w a t e r f l o o d i n g . 

(22) The estimated a d d i t i o n a l costs of the proposed 
operations (as described i n Fin d i n g No. (18) above) w i l l 
not exceed the estimated value of the a d d i t i o n a l o i l and 
gas (as described i n F i n d i n g No. (19) above) p l u s a 
reasonable p r o f i t . 

(23) The a p p l i c a n t , the designated u n i t o p e r a t o r , 
pursuant t o the U n i t Agreement and the U n i t Operating 
Agreement, has made a good f a i t h e f f o r t t o secure v o l u n t a r y 
u n i t i z a t i o n w i t h i n the u n i t area. 

(24) Bruce Wilbanks and other i n t e r e s t owners i n U n i t 
T r a c t 55, have d e c l i n e d t o v o l u n t a r i l y j o i n the u n i t . 

(25) Exxon Company, USA, ( h e r e i n a f t e r "Exxon") has 
de c l i n e d t o v o l u n t a r i l y j o i n the u n i t and has opposed the 
a p p l i c a t i o n of Gulf i n t h i s case on the basis t h a t the 
p a r t i c i p a t i o n formula contained i n the U n i t Agreement f a i l s 
t o give s u f f i c i e n t weight t o the cumulative o i l p r o d u c t i o n 
and f u r t h e r t h a t the method o f p r o v i d i n g a w e l l b o r e 
c o n t r i b u t i o n i n c e n t i v e i s not t o Exxon's economic 
advantage. 

(26) Exxon has a working i n t e r e s t o f 4.86% o f the u n i t 
which c o n s i s t s of 100% working i n t e r e s t i n U n i t T r a c t s 12, 
37, 88, 90 and a 50% working i n t e r e s t i n U n i t T r a c t 89. 
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(27) The p a r t i c i p a t i o n formula proposed a l l o c a t e s u n i t 
p r o d u c t i o n t o the v a r i o u s t r a c t s i n accordance w i t h the 
f o l l o w i n g : 

T r act P a r t i c i p a t i o n = 50% A/B + 40% C/D + 10% E/F 

Where: 

A = the t r a c t cumulative o i l p r o d u c t i o n from the 
u n i t i z e d f o r m a t i o n as o f September 30, 1982. 

B = the u n i t t o t a l cumulative o i l p r o d u c t i o n from 
the u n i t i z e d f o r m a t i o n as o f September 30, 1982. 

C = the remaining primary o i l reserves from the 
u n i t i z e d f o r m a t i o n f o r the t r a c t , beginning 
October 1, 1982, as determined by the Technical 
Committee on February 25, 1983. 

D = the remaining primary o i l reserves from the 
u n i t i z e d f o r m a t i o n f o r a l l u n i t t r a c t s , beginning 
October 1, 1982, as determined by the T e c h n i c a l 
Committee on February 25, 1983. 

E = the amount of o i l produced from the u n i t i z e d 
f o r m a t i o n by the t r a c t from January 1, 19 82, 
through September 30, 1982. 

F = the amount of o i l produced from the u n i t i z e d 
f o r m a t i o n by a l l u n i t t r a c t s from January 1, 
1982, through September 30, 1982. 

(28) The proposed formula does not take i n t o account 
c a l c u l a t i o n s o f estimated secondary p r o d u c t i o n from each 
t r a c t i n t h a t i n s u f f i c i e n t cores, w e l l l o g s , and r e s e r v o i r 
data are not a v a i l a b l e t o make such c a l c u l a t i o n s . 

(29) The proposed formula does g i v e s u b s t a n t i a l weight 
t o remaining primary reserves i n t h a t such reserves can be 
measured, t h a t the owners of such reserves have agreed t o 
the terms and c o n d i t i o n s o f the u n i t and w i l l be d e f e r r i n g 
income therefrom t o support the costs and r i s k s o f 
implementing secondary recovery o p e r a t i o n s i n the u n i t . 

(30) The proposed a l l o c a t i o n formula does gi v e owners 
w i t h o u t remaining primary reserves or w i t h very low volumes 
of remaining primary reserves, such as Exxon, a 
d i s p r o p o r t i o n a t e l y l a r g e share of the income from the 
p r o d u c t i o n of remaining primary p r o d u c t i o n d u r i n g the e a r l y 
l i f e of the p r o j e c t . 
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(31) During u n i t n e g o t i a t i o n s , a c u t o f f date must be 
e s t a b l i s h e d i n order t o make necessary c a l c u l a t i o n s o f the 
a l l o c a t i o n o f u n i t costs and b e n e f i t s . 

(32) The adoption of the September 30, 1982, date i n 
the s u b j e c t case was necessary f o r such c a l c u l a t i o n s and i s 
not unreasonable. 

(33) G i v i n g c o n s i d e r a t i o n t o the l a c k of t e c h n i c a l 
data f o r estimates of secondary recovery, the r e a l l o c a t i o n 
of primary p r o d u c t i o n i n the e a r l y l i f e o f the u n i t , the 
g r e a t e r r i s k being accepted by the owners of remaining 
primary reserves and the reasonableness of the September 
30, 1982, c u t o f f date; the proposed p a r t i c i p a t i o n formula 
w i l l a l l o c a t e u n i t p r o d u c t i o n on a f a i r , reasonable, and 
e q u i t a b l e basis d u r i n g the p e r i o d t h a t the estimated 64.2 
m i l l i o n b a r r e l s o f secondary o i l i s produced. 

(34) During s a i d p e r i o d , i t i s expected t h a t the u n i t 
o perator w i l l develop r e s e r v o i r data from cores, w e l l l o g s , 
t e s t s and p r o d u c t i o n which might be used t o b e t t e r a l l o c a t e 
p r o d u c t i o n t o the u n i t d u r i n g any p e r i o d o f recovery o f 
secondary and t e r t i a r y o i l i n excess of 64.2 m i l l i o n 
b a r r e l s . 

(35) The proposed formula should not apply t o the 
a l l o c a t i o n o f secondary or t e r t i a r y o i l p r o d u c t i o n i n 
excess of a t o t a l of 64.2 m i l l i o n b a r r e l s . 

(36) Before d i s t r i b u t i n g the proceeds from p r o d u c t i o n 
of such o i l i n excess of 64.2 m i l l i o n b a r r e l s , the u n i t 
operator should be r e q u i r e d t o appear and demonstrate t h a t 
the formula approved by t h i s order continues t o a l l o c a t e 
proceeds from u n i t operations i n a f a i r and e q u i t a b l e 
manner o r , i n the ^ a l t e r n a t i v e , present a new a l l o c a t i o n 
formula prepared on the basis o f new and/or enhanced 
r e s e r v o i r data which new formula b e t t e r a l l o c a t e s s a i d 
proceeds. 

(37) Gulf proposed a Wellbore Assessment Method i n the 
U n i t Operating Agreement as an i n c e n t i v e t o encourage the 
working i n t e r e s t owners i n the u n i t t o c o n t r i b u t e the 
maximum number of e x i s t i n g useable w e l l b o r e s t o the u n i t . 

(38) This assessment method, though not common, i s 
used i n other u n i t agreements. 

(39) Any p r o r a t i o n u n i t w i t h i n the u n i t which i s t o 
p a r t i c i p a t e i n the proposed w a t e r f l o o d o p e r a t i o n must have 
a w e l l b o r e useable f o r p r o d u c t i o n or i n j e c t i o n i n the 
u n i t i z e d i n t e r v a l . 
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(40) I t i s not unreasonable t o p e n a l i z e the owners of 
p r o r a t i o n u n i t s upon which there i s no such w e l l b o r e and 
upon which the u n i t operator must d r i l l a w e l l . 

(41) The proposed method of w e l l b o r e assessment i s 
f a i r and reasonable. 

(42) Exxon admits t h a t each of i t s t r a c t s i s s t i l l 
reasonably p r o f i t a b l e should the Commission approve the 
p a r t i c i p a t i o n formula and the w e l l b o r e assessment method 
proposed by Gulf as u n i t o perator. 

(43) U n i t i z a t i o n and the adoption of the proposed 
u n i t i z e d method of o p e r a t i o n w i l l b e n e f i t the working 
i n t e r e s t owners and r o y a l t y owners of the o i l and gas 
r i g h t s w i t h i n the u n i t area. 

(44) The Eunice Monument South U n i t Agreement and U n i t 
Operating Agreement p r o v i d e f o r u n i t i z a t i o n and u n i t 
o p e r a t i o n o f the u n i t area upon terms and c o n d i t i o n s t h a t 
are f a i r , reasonable and e q u i t a b l e and which i n c l u d e : 

(a) an a l l o c a t i o n t o the s e p a r a t e l y owned t r a c t s 
i n the u n i t area of a l l o i l and gas t h a t i s produced from 
the u n i t area and which i s saved, being the p r o d u c t i o n t h a t 
i s not used i n the conduct of u n i t operations or not 
unavoidably l o s t ; 

(b) a p r o v i s i o n f o r the c r e d i t s and charges t o 
be made i n the adjustment among the owners i n the u n i t area 
f o r t h e i r r e s p e c t i v e investments i n w e l l s , tanks, pumps, 
machinery, m a t e r i a l s and equipment c o n t r i b u t e d t o the u n i t 
o p e r a t i o n s ; 

(c) a p r o v i s i o n governing how the costs o f u n i t 
o p e r a t i o n s , i n c l u d i n g c a p i t a l investments, s h a l l be 
determined and charged t o the s e p a r a t e l y owned t r a c t s and 
how s a i d costs s h a l l be p a i d , i n c l u d i n g a p r o v i s i o n 
p r o v i d i n g when, how, and by whom, the u n i t p r o d u c t i o n 
a l l o c a t e d t o an owner who does not pay h i s share of the 
costs o f u n i t operations s h a l l be charged t o such owners, 
of the i n t e r e s t of such owners, and how h i s i n t e r e s t may be 
so l d and the proceeds a p p l i e d t o the payment of h i s c o s t s ; 

(d) a p r o v i s i o n f o r c a r r y i n g any working 
i n t e r e s t owner on a l i m i t e d , c a r r i e d or n e t - p r o f i t s b a s i s , 
payable out of p r o d u c t i o n , upon such terms and c o n d i t i o n s 
which are j u s t and reasonable, and which a l l o w an 
a p p r o p r i a t e charge f o r i n t e r e s t f o r such s e r v i c e payable 
out of p r o d u c t i o n , upon such terms and c o n d i t i o n s 
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determined by the Commission t o be j u s t and reasonable, and 
a l l o w i n g an ap p r o p r i a t e charge f o r i n t e r e s t f o r such 
s e r v i c e payable out of such owner's share of p r o d u c t i o n , 
p r o v i d i n g t h a t any nonconsenting working i n t e r e s t owner 
being so c a r r i e d s h a l l be deemed t o have r e l i n q u i s h e d t o 
the u n i t operator a l l of h i s o p e r a t i n g r i g h t s and working 
i n t e r e s t s i n and t o the u n i t u n t i l h i s share o f the c o s t s , 
s e r v i c e charge and i n t e r e s t are r e p a i d t o the U n i t 
Operator; 

(e) a p r o v i s i o n d e s i g n a t i n g the u n i t o p e r a t o r 
and p r o v i d i n g f o r the s u p e r v i s i o n and conduct o f the u n i t 
o p e r a t i o n s , i n c l u d i n g the s e l e c t i o n , removal or 
s u b s t i t u t i o n o f an operator from among the working i n t e r e s t 
owners t o conduct the u n i t o p e r a t i o n s ; 

( f ) a p r o v i s i o n f o r a v o t i n g procedure f o r the 
d e c i s i o n of matters t o be decided by the working i n t e r e s t 
owners i n respect t o which each working i n t e r e s t owner 
s h a l l have a v o t i n g i n t e r e s t equal t o h i s u n i t 
p a r t i c i p a t i o n ; and 

(g) the time when the u n i t o p e r a t i o n s h a l l 
commence and the manner i n which, and the circumstances 
under which, the operations s h a l l t e r m i n a t e and f o r the 
settlement o f accounts upon such t e r m i n a t i o n ; 

(45) The s t a t u t o r y u n i t i z a t i o n o f the Eunice Monument 
South U n i t Area i s i n c o n f o r m i t y w i t h the above f i n d i n g s , 
and w i l l prevent waste and p r o t e c t the c o r r e l a t i v e r i g h t s 
of a l l owners o f i n t e r e s t w i t h i n the proposed u n i t area, 
and should be approved. 

IT IS THEREFORE ORDERED THAT: 

(1) The Eunice Monument South U n i t Area, comprising 
14, 189.84 acres, more or l e s s , i n the Eunice Monument O i l 
Pool, as amended by Order R-77 67, Lea County, New Mexico, 
i s hereby approved e f f e c t i v e December 1, 1984, f o r 
s t a t u t o r y u n i t i z a t i o n pursuant t o the S t a t u t o r y U n i t i z a t i o n 
Act, Sections 70-7-1 through 70-7-21 NMSA 1978. 

(2) The lands i n c l u d e d w i t h i n the Eunice Monument 
South U n i t Area s h a l l comprise: 

TOWNSHIP 20 SOUTH, RANGE 26 EAST, NMPM 

Section 25: A l l 
Section 36: A l l 
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TOWNSHIP 20 SOUTH, RANGE 37 EAST, NMPM 

Section 30: S/2, S/2 N/2, NE/4 NW/4, and NW/4 
NE/4 

Section 31: A l l 
Section 32: A l l 

TOWNSHIP 21 SOUTH, RANGE 36 EAST, NMPM 

Section 2: S/2 S/2 
Section 3: Lots 3, 4, 5, 6, 11, 12, 13, and 14 

and S/2 
Section 4 through 11: A l l 
Section 12: W/2 SW/4 
Section 13: NW/4 NW/4 
Sections 14 through 18: A l l 
Section 21: N/2 and N/2 S/2 
Section 22: N/2 and N/2 S/2 

and t h a t the above described lands s h a l l be designated as 
the Eunice Monument South U n i t Area. 

(3) The v e r t i c a l l i m i t s of sa i d u n i t s h a l l comprise 
t h a t i n t e r v a l u n d e r l y i n g the u n i t area, the v e r t i c a l l i m i t s 
of which extend from an upper l i m i t described as 100 f e e t 
below mean sea l e v e l or a t the top o f the Grayburg 
f o r m a t i o n , whichever i s hi g h e r , t o a lower l i m i t a t the 
base o f the San Andres f o r m a t i o n ; the geologic markers 
having been p r e v i o u s l y found t o occur a t 3,666 f e e t and 
5,283 f e e t , r e s p e c t i v e l y , i n C o n t i n e n t a l O i l Company's 
Meyer B-4 Well No. 23 ( l o c a t e d a t 66 0 f e e t from the South 
l i n e and 1,980 f e e t from the East l i n e of Section 4, 
Township 21 South, Range 36 East, Lea County, New Mexico) 
and as recorded on the Welex Acoustic V e l o c i t y Log taken on 
October 30, 19 62,'said l o g being measured from a k e l l y 
d r i v e bushing e l e v a t i o n of 3,595 f e e t above sea l e v e l . 

(4) The a p p l i c a n t i s hereby a u t h o r i z e d t o i n s t i t u t e a 
secondary recovery p r o j e c t f o r the recovery o f o i l and a l l 
associated and c o n s t i t u e n t l i q u i d or l i q u i f i e d hydrocarbons 
w i t h i n the u n i t area, pursuant t o the p r o v i s i o n s set f o r t h 
i n Commission Order No. R-7766. 

(5) The Eunice Monument South U n i t Agreement and the 
Eunice Monument South U n i t Operating Agreement presented by 
the a p p l i c a n t as E x h i b i t s 3 and 4, r e s p e c t i v e l y , i n t h i s 
case are hereby i n c o r p o r a t e d by reference i n t o t h i s order. 

(6) The Eunice Monument South U n i t Agreement and the 
Eunice Monument U n i t Operating Agreement provide f o r 
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u n i t i z a t i o n and u n i t o p e r a t i o n o f the s u b j e c t p o r t i o n of 
the Eunice Monument Pool upon terms and c o n d i t i o n s t h a t are 
f a i r , reasonable and e q u i t a b l e and i n c l u d e : 

an a l l o c a t i o n t o the s e p a r a t e l y owned t r a c t s i n 
i n the u n i t area of a l l the o i l and gas t h a t i s 
produced from the u n i t area and i s saved, being the 
p r o d u c t i o n t h a t i s not used i n the conduct of 
operations on the u n i t area or not unavoidably l o s t ; 

a p r o v i s i o n f o r the c r e d i t s and charges t o be 
made i n the adjustment among the owners i n the u n i t 
area f o r t h e i r r e s p e c t i v e investments i n w e l l s , tanks, 
pumps, machinery, m a t e r i a l s and equipment c o n t r i b u t e d 
t o the u n i t o p e r a t i o n s ; 

a p r o v i s i o n f o r governing how the costs of u n i t 
operations i n c l u d i n g c a p i t a l investments s h a l l be 
determined and charged t o the s e p a r a t e l y owned t r a c t s 
and how s a i d costs s h a l l be p a i d i n c l u d i n g a p r o v i s i o n 
p r o v i d i n g when, how, and by whom the u n i t p r o d u c t i o n 
a l l o c a t e d t o an owner who does not pay the share o f 
the costs of u n i t operations charged t o such owner, 
or i n the i n t e r e s t of such owner, may be s o l d and the 
proceeds a p p l i e d t o the payment o f such c o s t s ; 

a p r o v i s i o n f o r c a r r y i n g any working i n t e r e s t 
owner on a l i m i t e d , c a r r i e d or n e t - p r o f i t s b a s i s , 
payable out of p r o d u c t i o n , upon such terms and c o n d i 
t i o n s determined by the Commission t o be j u s t and 
reasonable, and a l l o w i n g an a p p r o p r i a t e charge f o r 
i n t e r e s t f o r such s e r v i c e payable out of such owner's 
share of p r o d u c t i o n , provided t h a t any non-consenting 
working i n t e r e s t owner being so c a r r i e d s h a l l be 
deemed t o have r e l i n q u i s h e d t o the u n i t o perator a l l 
o f i t s o p e r a t i n g r i g h t s and working i n t e r e s t i n and t o 
the u n i t u n t i l h i s share of the c o s t s , s e r v i c e charge 
and i n t e r e s t are r e p a i d t o the u n i t operator; 

a p r o v i s i o n d e s i g n a t i n g the u n i t operator and 
p r o v i d i n g f o r the s u p e r v i s i o n and conduct of the u n i t 
o p e r a t i o n s , i n c l u d i n g the s e l e c t i o n , removal or 
s u b s t i t u t i o n of an operator from among the working 
i n t e r e s t owners t o conduct the u n i t o p e r a t i o n s ; 

a p r o v i s i o n f o r v o t i n g procedure f o r the d e c i s i o n 
of matters t o be decided by the working i n t e r e s t 
owners i n respect t o which each working i n t e r e s t owner 
s h a l l have a v o t i n g i n t e r e s t equal t o i t s u n i t 
p a r t i c i p a t i o n ; and 
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the time when the u n i t o p e r a t i o n s h a l l commence 
and the manner i n which, and the circumstances under 
which, the operations s h a l l t e r m i n a t e and f o r the 
settlement o f accounts upon such t e r m i n a t i o n ; 

and are t h e r e f o r e hereby adopted. 

(7) This order s h a l l not become e f f e c t i v e unless and 
u n t i l the a p p r o p r i a t e r a t i f i c a t i o n p r o v i s i o n s o f Section 
70-7-8 NMSA, 1978 Compilation, are complied w i t h . 

(8) I f the persons owning the r e q u i r e d percentage of 
i n t e r e s t i n the u n i t area as set out i n Section 70-7-8 
NMSA, 1978 Compilation, do not approve the plan f o r u n i t 
o p erations w i t h i n a p e r i o d of s i x months from the date o f 
e n t r y of t h i s o rder, t h i s order s h a l l cease t o be o f 
f u r t h e r f o r c e and e f f e c t and s h a l l be revoked by the 
Commission, unless the Commission s h a l l extend the time f o r 
r a t i f i c a t i o n f o r good cause shown. 

(9) When the persons owning the r e q u i r e d percentage 
of i n t e r e s t i n the u n i t area have approved the p l a n f o r 
u n i t o p e r a t i o n s , the i n t e r e s t s o f a l l persons i n the u n i t 
are u n i t i z e d whether or not such persons have approved the 
p l a n of u n i t i z a t i o n i n w r i t i n g . 

(10) P r i o r t o d i s t r i b u t i o n o f the proceeds from 
secondary and t e r t i a r y p r o d u c t i o n i n excess of 64.2 m i l l i o n 
b a r r e l s , the operator s h a l l appear a t a hearing and 
demonstrate t h a t the formula approved by t h i s order 
continues t o a l l o c a t e the proceeds from u n i t p r o d u c t i o n i n 
a f a i r and e q u i t a b l e manner o r , i n the a l t e r n a t i v e , present 
f o r approval a new formula prepared on the basis o f new or 
enhanced r e s e r v o i r data which new formula b e t t e r a l l o c a t e s 
s a i d proceeds. 

(11) J u r i s d i c t i o n of cause i s r e t a i n e d f o r the e n t r y 
of such f u r t h e r orders as the Commission may deem 
necessary. 
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DONE at Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

Jim Baca, Member 

S E A L 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 8397 
Order No. R-77 65-A 

APPLICATION OF GULF OIL CORPORATION 
FOR STATUTORY UNITIZATION, EUNICE 
MONUMENT SOUTH UNIT, LEA COUNTY, 
NEW MEXICO. 

NUNC PRO TUNC 

BY THE COMMISSION: 

I t appearing t o the Commission t h a t Order No. R-7765, 
dated December 27, 1984, does not c o r r e c t l y s t a t e the intended 
order of the Commission due t o e r r o r , 

IT IS THEREFORE ORDERED THAT: 

(1) Ordering Paragraph (2) on Pages 8 and 9 of Commission 
Order No. R-7765, Case No. 8397, be and the same i s hereby 
c o r r e c t e d t o read i n i t s e n t i r e t y as f o l l o w s : 

"(2) The lands i n c l u d e d w i t h i n the Eunice Monument 
South U n i t Area s h a l l comprise: 

TOWNSHIP 20 SOUTH, RANGE 36 EAST, NMPM 
Section 25: A l l 
Section 36: A l l 

TOWNSHIP 20 SOUTH, RANGE 37 EAST, NMPM 
Section 30: S/2, S/2 N/2, NE/4 NW/4, and 

NW/4 NE/4 
Section 31: A l l 
Section 32: A l l 

TOWNSHIP 21 SOUTH, RANGE 36 EAST, NMPM 
Section 2: S/2 S/2 
Section 3: Lots 3, 4, 5, 6, 11, 12, 13, 

and 14 and S/2 
Section 4 through 11: A l l 
Section 12: W/2 SW/4 
Section 13: NW/4 NW/4 
Sections 14 through 18: A l l 
Section 21: N/2 and N/2 S/2 
Section 22: N/2 and N/2 S/2 
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and t h a t the above described lands s h a l l be designated as 
the Eunice Monument South U n i t Area." 

(2) The c o r r e c t i o n s set f o r t h i n t h i s order be entered 
nunc pro tunc as o f December 27, 1984. 

DONE a t Santa Fe, New Mexico, on t h i s 28th day of 
December, 1984. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

R. L. STAMETS, Chairman 
and Secretary 

S E A L 

dr/ 


