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C r o s s Timbers Oil Company 

S . E . MALJAMAR GRAYBURG 
SAN ANDRES UNIT 

LEA COUNTY. NEW MEXICO 

EXHIBIT 1 

HEW MFXIPO 
OIL CONSERVATION DIVISION 

EXHIRIT 13 

: A S E N O . 



EXHIBIT 

SOUTHEAST MALJAMAR GRAYBURG SAN ANDRES UNIT 
PROPOSED UNIT EXPANSION SECONDARY RESERVE PROJECTIONS 

CURRENT UNIT AREA UNTIMATE PRIMARY PRODUCTION 2,569 MBO 

PROJECTED ULTIMATE RECOVERY FROM THE UNIT 6,116 MBO 

SECONDARY RECOVERY FROM THE UNIT (6,116-2,569) 3,547 MBO 

SECONDARY TO PRIMARY RATIO 1.38 

PROPOSED UNIT EXPANSION 

ULTIMATE PRIMARY PRODUCTION FROM THE THREE 

TRACTS ADDED TO THE UNIT 536 MBO 

SECONDARY RECOVERY FROM THE ADDITIONAL TRACTS 

ASSUMING A SECONDARY TO PRIMARY RATIO OF 1.38 740 MBO 

SECONDARY RECOVERY FROM THE ADDITIONAL TRACTS 

ASSUMING A SECONDARY TO PRIMARY RATIO OF 1.00 536 MBO 

SECONDARY RECOVERY FROM THE ADDITIONAL TRACTS 

ASSUMING A SECONDARY TO PRIMARY RATIO OF 0.80 429 MBO 

NEW MEXICO 
OIL CONSERVATION DIVISION 

— —EXHIRIT / 5 

:ASENO / /14 ? 
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AMENDED PLAN OF OPERATION 

We expect to drill several new producers and injectors to expand the waterflood in the unit. An 
expansion of the water injection capacity and distribution system will be required. Our specific 
plan of operations for the three tracts during 1997 are as follows: 

U. S. Minerals (Proposed Unit Tract No. 11) 

- Drill a water injection well to provide injection support for the existing three wells. 

- Re-fracture stimulate the well No 1 to improve withdrawn rates. 

State BY (Proposed Unit Tract No. 12) 

- Convert the No 5 from T/A status to water injection. 

- Drill an offset producer to the new water injection well. 

Denuis Federal (Proposed Unit Tract No. 13) ... -

- Convert well No. 9 to water injection. 
- Drill an offset producer to the new water injection well. 
Any additional wells drilled during 1997 and beyond will be dependent upon the results of the 
initial waterflood expansion. Potentially the expanded tracts in the waterflood unit could contain 
an additional eight water injection and ten oil producers. 

NEW MEXICO 
OIL CONSERVATION DIVISION 

EXHIBIT / *> 

CASE NO. 
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BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NSW MEXICO 

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

CASE NO. 4750 
Order No. R-3134-A 

APPLICATION OF CITIES SERVICE 
OIL COMPANY FOR AN UNORTHODOX 
LOCATION, LEA COUNTY, NEW 
MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on for hearing at 9 a.m. on June 28, 1972, 
at Santa Fe, New Mexico, before Examiner Elvis A. Utz. 

NOW, on this 19th day of July, 1972, the Commission, a 
quorum being present, having considered the testimony, the 
record, 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 the applicant, Cities Service Oil Company, i s 
the operator of the Southeast Maljamar Grayburg-San Andres Unit 
Waterflood Project, Maljamar Pool, Lea County, New Mexico. 

(3) That the applicant seeks authority to d r i l l a well 
at an unorthodox location 1155 feet from the South line and 
1385 feet from the East line of Section 29, Township 17 South, 
Range 33 East, NMPM, Lea County, New Mexico, as a producing well 
in said Southeast Maljamar Grayburg-San Andres Unit Waterflood 
Project. 

(4) That the proposed unorthodox location i s necessary to 
provide an efficient o i l producing pattern. 

(5) That the applicant also seeks the establishment of an 
administrative procedure whereby the Secretary-Director of the 
Commission may authorize additional producing wells and injection 
wells at orthodox and unorthodox locations within said Southeast 
Maljarmar Grayburg-San Andres Unit Waterflood Project area as 
may be necessary to complete an efficient production and injec
tion pattern. 
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(6) That approval of the requested administrative procedure 
will afford the applicant the opportunity to produce i t s just 
and equitable share of the o i l in the Maljamar Pool, provided 
said wells are drilled no closer than 330 feet to the outer 
boundary of the above-described unit area nor closer than 10 
feet to any quarter-quarter section or subdivision inner boundary. 

(7) That the subject waterflood project should be governed 
by the provisions of Rules 701, 702, and 703 of the Commission 
Rules and Regulations, provided however, that the showing of 
well response as required by Rule 701 E-5 shall not be necessary 
before obtaining administrative approval for the conversion of 
additional wells to water injection. 

IT IS THEREFORE ORDERED: 

(1) That the applicant, cities Service Oil Company, is 
hereby authorized to d r i l l a well at an unorthodox location 
1155 feet from the South line and 1385 feet from the East lxne 
of Section 29, Township 17 South, Range 33 East, NMPM, Maljamar 
Pool, Lea County, New Mexico, as a producing well in i t s South
east Maljamar Grayburg-San Andres Unit Waterflood Project. 

(2) That Order (2) of Order No. R-3134 i s hereby amended 
to read in i t s entirety as follows: 

"(2) That the subject waterflood project shall continue to 
be governed by the provisions of Rules 701, 702, and 703 of the 
Commission Rules and Regulations; 

PROVIDED HOWEVER, that the Secretary-Director of the 
Commission may approve such additional producing wells and injec
tion wells at orthodox and unorthodox locations within the South
east Maljamar Grayburg-San Andres Unit Waterflood Project area 
as may be necessary to complete an efficient production and 
injection pattern, provided said wells are drilled no closer 
than 330 feet to the outer boundary of the Southeast Maljamar 
Grayburg-San Andres Unit Area nor closer than 10 feet to any 
quarter-quarter section or subdivision inner boundary, and pro
vided that the application therefor has been filed in accordance 
with Rule 701 B of the Commission Rules and Regulations, and 
provided that the application has been sent to a l l offset operators, 
i f any there be, and no such operator has objected within 15 days. 
The showing of well response as required by Rule 701 E-5 shall 
not be necessary before obtaining administrative approval for 
the conversion of additional wells to water injection." 

(3) That jurisdiction of this cause i s retained for the 
entry of such further 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 

BRUCE KINO, Chairman 

ALEX J . ARMIJO, Member 

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

S E A L 

dr/ 



BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

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

CASE No. 3462 
Order No. R-3134 

APPLICATION OF CITIES SERVICE OIL 
COMPANY FOR A WATERFLOOD PROJECT, 
LEA COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on for hearing at 9 a.m. on September 28, 1966, 
at Santa Fe, New Mexico, before Examiner Elvis A. Utz. 

NOW, on this 14th day of October, 1966, the Commission, a 
quorum being present, having considered the testimony, the record, 
and the recommendations of the Examiner, and being fully advised 
in the premises, 

FINDSs 

(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 the applicant, Cities Service Oil Company, seeks 
permission to institute a waterflood project in the Southeast 
Maljamar Grayburg-San Andres Unit Area, Maljamar (Grayburg-San 
Andres) Pool, by the injection of water.into the Grayburg-San 
Andres formation through eleven injection wells in Sections 29, 
30, and 32, Township 17 South, Range 33 East, NMPM, Lea County, 
New Mexico. 

(3) That the wells in the project area are in an advanced 
state of depletion and should properly be classified as "stripper" 
wells. 

(4) That the proposed waterflood project should result in the 
recovery of otherwise unrecoverable o i l , thereby preventing waste. 
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(5) That the applicant further seeks the establishment of an 
administrative procedure whereby additional wells, within the said 
unit area, could be placed on water injection. 

(6) That the subject application should be approved and the 
project should be governed by the provisions of Rules 701, 702, and 
703 of the Commission Rules and Regulations. 

IT IS THEREFORE ORDERED: 

(1) That the applicant, Cities Service Oil Company, is hereby 
authorized to institute a waterflood project in the Southeast Mal
jamar Grayburg-San Andres Unit Area, Maljamar (Grayburg-San Andres) 
"Pool, by the injection of water into the Grayburg-San Andres forma
tion through the following-described wells in Township 17 South, 
Range 33 East, NMPM, Lea County, New Mexico: 

C i t i e s Service Shell St. "A" # 1 1980" FSL 660' FWL Section 29 
C i t i e s Service Shell St. "A" # 2 660' FSL 1980' FWL Section 29 
C i t i e s Service Philmex St. "A" # 6 990' FNL 2310' FEL Section 29 
C i t i e s Service Philmex St. "A" # 5 2310' FNL 990' FEL Section 29 
P h i l l i p s Philmex # 3 1980' FNL 1980' FWL Section 29 
P h i l l i p s Philmex # 7 660« FNL 660' FWL Section 29 
Shell State "A" # 2 1980' FSL 1980' FEL Section 29 
Shell State "A" # 3 660' FSL 990' FEL Section 29 
C i t i e s Service Ohio Jones " A" # 1 1980' FNL 660* FEL Section 30 
P h i l l i p s U.S. Minerals # 3 660' FSL 660' FEL Section, 30 
C i t i e s Service Cockburn St. "A" # 3 660* FNL 1980' FEL Section 32 

(2) That the subject waterflood project i s hereby designated 
the Southeast Maljamar Waterflood Project and shall be governed by 
the provisions of Rules 701, 702, and 703 of the Commission Rules 
and Regulations; provided, however, that the Secretary-Director of 
the Commission may approve the placing of additional wells, within 
the said unit.area, on water injection as may be necessary to com
plete an efficient waterflood injection pattern. 

(3) That monthly progress reports of the waterflood project 
herein authorized shall be submitted .to the Commission in accor
dance with Rules 704 and 1120 of the Commission Rules and Regula
tions . 
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(4) That j u r i s d i c t i o n of th i s cause is retained for the 
entry of such further orders as the Commission may deem necessary. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

JACK M. CAMPBELL, Chairman 

GUYTON B. HAYS, Member 

/ A. L. PORTER, Jr., Member & Secretary 

S E A L 

esr/ 



BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

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

CASE No. 3461 . 
Order No. R-3130 

APPLICATION OF CITIES SERVICE OIL 
COMPANY FOR APPROVAL OF THE SOUTH
EAST MALJAMAR GRAYBURG-SAN ANDRES 
UNIT AGREEMENT, LEA COUNTY, NEW 
MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION! 

This cause came on for hearing at 9 a.m. on September 28, 1966, 
at Santa Fe, New Mexico, before Examiner Elvis A. Utz. 

NOW, on this 4th day of October, 1966, the Commission, a 
quorum being present, having considered the testimony, the record, 
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 the applicant, Cities Service Oil Company, seeks 
approval of the Southeast Maljamar Grayburg-San Andres Unit Agree
ment covering 1080 acres, more or less, of State and Federal lands 
described as follows: 

LEA COUNTY, NEW MEXICO 
TOWNSHIP 17 SOUTH, RANGE 33 EAST. NMPM 
Section 29: W/2, SE/4, W/2 NE/4, and 

SE/4 NE/4 
Section 30: NE/4, N/2 SE/4, and SE/4 SE/4 
Section 32: N/2 N/2 and SE/4 NE/4 

(3) That approval of the proposed unit agreement should 
promote the prevention of waste and the protection of correlative 
rights within the unit area. 
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IT IS THEREFORE ORDERED; 

(1) That the Southeast Maljamar Grayburg-San Andres Unit 
Agreement is hereby approved. 

(2) That the plan contained in said unit agreement for the 
development and operation of the unit area is hereby approved in 
principle as a proper conservation measure; provided, however, 
that notwithstanding any of the provisions contained in said unit 
agreement, this approval shall not be considered as waiving or 
relinquishing, in any manner, any right, duty, or obligation which 
is now, or may hereafter be, vested in the Commission to supervise 
and control operations for the exploration and development of any 
lands committed to the unit and production of o i l or gas therefrom. 

(3) That the unit operator shall f i l e with the Commission 
an executed original or executed counterpart of the unit agreement 
within 30 days after the effective date thereof; that in the event 
of subsequent joinder by any party or expansion or contraction of 
the unit area, the unit operator shall f i l e with the Commission 
within 30 days thereafter counterparts of the unit agreement 
reflecting the subscription of those interests having joined or 
ratified. 

(4) That this order shall become effective upon the approval 
of said unit agreement by the Commissioner of Public Lands for the 
State of New Mexico and the Director of the United States Geologi
cal Survey; that this order shall terminate ipso facto upon the 
termination of said unit agreement; and that the last unit opera
tor shall notify the Commission immediately in writing of such 
termination. 

(5) That jurisdiction of this cause i s retained for the 
entry of such further orders as the Commission may deem necessary. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

JACK M. CAMPBELL, Chairman 

GUYTON B. HAYS, Member 

ear/ A. L. PORTER, Jr., Member & Secretary 
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(MALJAMAR (PUCKETT " A " WATERFLOOD PROJECT 
EXPANSION) POOL - Cont'd.) 

(5) That injection into the San Andres formation should be 
through 2-3/8-inch tubing installed in a packer set at approxi
mately 3600 feet and into the perforated intervals from 3635 
feet to 3655 feet and from 3875 feet to 3920 feet, 

(6) That injection into the Grayburg formation should be 
through the annulus between the 2-3/8-inchtubingandthe 5-1/2-
inch casing and into the perforated interval at approximately 
3550 feet. 

(7) That the subject application should be approved and the 
expanded project should be governed by the provisions of Rules 
701, 702, and 703 of the Commission Rules and Regulations. 

IT IS THEREFORE ORDERED: 
(1) That the applicants, William A. and Edward R. Hudson, 

are hereby authorized to expand their Puckett " A " Waterflood 
Project in the Maljamar Pool by the injection of water into 
the Grayburg-San Andres formation through their Puckett " A " 
Well No. 30 to be drilled at an unorthodox location 1345 feet 
from the North line and 25 feet from the West line of Section 
24, Township 17 South, Range 31 East, NMPM, Eddy County, 
New Mexico. 

(2) That injection into the San Andres formation shall be 
through 2-3/8-inch tubing installed in a packer set at approxi
mately 3600 feet and into the perforated interval from 3635 
feet to 3655 feet and from 3875 feet to 3920 feet. 

(3) That injection into the Grayburg formation shall be 
through the annulus between the 2-3/8-inch tubing and the 
5-1/2-inch casing and into the perforated interval at approxi
mately 3550 feet. 

(4) That the expanded waterflood project shall be governed 
by the provisions of Rules 701, 702, and 703 of the Commission 
Rules and Regulations. 

(5) That monthly progress reports of the expanded waterflood 
project herein authorized shall be submitted to the Commission 
in accordance with Rules 704 anc; 1120 of the Commission 
Rules and Regulations. ( 

(6) That jurisdiction of this cause is retained for the entry 
of such further orders as the Commission may deem necessary. 

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

MALJAMAR (GRAYBURG-SAN ANDRES) POOL 
(Southeast Maljamar Grayburg-San Andres Unit Waterflood) 

Lea County, New Mexico 

Order No. R-3134, Authorizing Cities Service Oil Company to 
Institute a Waterflood Project in the Southeast Maljamar 
Grayburg-San Andres Unit Area, Maljamar (Grayburg-San 
Andres) Pool, Lea County, New Mexico, October 14, 1966. 

Application of Cities Service Oil Company for 
a Waterflood Project, Lea County, New Mexico. 

CASE NO. 3462 
Order No. R-3134 

ORDER OF THE COMMISSION 

BY THE COMMISSION: This cause came on for hearing at 
9 a.m. on September 28, 1966, at Santa Fe, New Mexico, before 
Examiner Elvis A. Utz. 

NOW, on this 14th day of October, 1966, the Commission, a 
quorum being present, having considered the testimony, the 
record, 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 the applicant, Cities Service Oil Company, seeks 
permission to institute a waterflood project in the Southeast 
Maljamar Grayburg-San Andres Unit Area, Maljamar (Grayburg-
San Andres) Pool, by the injection of water into the Grayburg-
San Andres formation through eleven injection wells in Sections 
29, 30, and 32, Township 17 South, Range 33 East, NMPM, Lea 
County, New Mexico. 

(3) That the wells in the project area are in an advanced 
state of depletion and should properly be classified as "stripper" 
wells. 

(4) That the proposed waterflood project should result in the 
recovery of otherwise unrecoverable oil , thereby preventing 
waste. 
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(5) That the applicant further seeks the establishment of an 
administrative procedure whereby additional wells, within the 
said unit area, could be placed on water injection. 

(6) That the subject application should be approved and the 
project should be governed by the provisions of Rules 701, 702, 
and 703 of the Commission Rules and Regulations. 

IT IS THEREFORE ORDERED: 
(1) That the applicant, Cities Service Oil Company, is hereby 

authorized to institute a waterflood project in the Southeast 
Maljamar Grayburg-San Andres Unit Area, Maljamar (Grayburg-
San Andres) Pool, by the injection of water into the Grayburg-
San Andres formation through the following-described wells in 
Township 17 South, Range 33 East, NMPM, Lea County, New 
Mexico: 

Cities Service Shell St. " A " #1 
1980' FSL 660' FWL Section 29 

Cities Service Shell St. " A " #2 
660' FSL 1980' FWL Section 29 

Cities Service Philmex St " A " #6 
990' FNL 2310* FEL Section 29 

Cities Service Philmex St " A " #5 
2310' FNL 990* FEL Section 29 

Phillips Philmex #3 
1980' FNL 1980' FWL Section 29 

Phillips Philmex #7 
660' FNL 660' FWL Section 29 

Shell State " A " #2 
1980' FSL 1980* FEL Section 29 

Shell State " A " #3 
660' FSL 990' FEL Section 29 

Cities Service Ohio Jones " A " #1 
1980' FNL 660' FEL Section 30 

Phillips U.S. Minerals #3 
660* FSL 660' FEL Section 30 

Cities Service Cockburn St " A " #3 
660' FNL 1980* FEL Section 32 

(2) That the subject waterflood project is hereby designated 
the Southeast Maljamar Waterflood Project and shall be governed 
by the provisions of Rules 701, 702, and 703 of the Commission 
Rules and Regulations; provided, however, that the Secretary-
Director of the Commission may^pjuMyetlie placing of AdditionaL 
weU^-wlthitL the-said-uflit^a^a-r-oi^water-ln^BcttcTi^ may ba— 
oece&saryJto. ei)jx»3leie_ajQjpff1ripnt waterilrvod-injectlQnjattern.-. 

(3) That monthly progress reports of the waterflood project 
herein authorized shall be submitted to the Commission in 
accordance with Rules 704 and 1120 of the Commission Rules 
and Regulations. 

(4) That jurisdiction of this cause is retained for the entry 
of such further orders astheCommisssionmaydeem necessary. 

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

SAUNDERS-PERMO PENNSYLVANIAN POOL 
(Saunders SB Waterflood Project Expansion) 

Lea County, New Mexico 

Order No. R-3144, Authorizing Amerada Petroleum Corporation 
to Expand its Saunders SB Waterflood Project in the Saunders-
Permo Pennsylvanian Pool, Lea County, New Mexico, November 

9, 1966. 

Application of Amerada Petroleum Corporation 
for a Waterflood Expansion, Lea County, New 
Mexico. 

CASE NO. 3488 
OrderNo. R-3144 

ORDER OF THE COMMISSION 

BY THE COMMISSION: This cause came on for hearing at 
9 a.m. on November 2, 1966, at Santa Fe, New Mexico, before 
Examiner Elvis A. Utz. 

NOW, on this 9th day of November, 1966, the Commission, a 
quorum being present, having considered the testimony, the 
record, 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 jurisdiction of this cause and the subject 
matter thereof. 

(2) That the applicant, Amerada Petroleum Corporation, 
seeks permission to expand its Saunders SB Waterflood Project 
in the Saunders Permo-Pennsylvanlan Pool by the injection of 
water into the Permo-Pennsylvanian zone through its Texaco-
State "AQ" Well No. 2, located in Unit E of Section 3, Township 
15 South, Range 33 East, NMPM, Lea County, New Mexico. 

(3) That the wells in the proposed expanded project area are 
in an advanced state of depletion and should properly be 
classified as "stripper" wells. 

(4) That the proposed expansion of the Saunders SB Waterflood 
Project should result in the recovery of otherwise unrecoverable 
oil , thereby preventing waste. 

(5) That the subject application should be approved and the 
expanded project should be governed by the provisions of Rules 
701, 702, and 703 of the Commission Rules and Regulations. 

IT IS THEREFORE ORDERED: 
(1) That the applicant, Amerada Petroleum Corporation, is 

hereby authorized to expand its Saunders SB Waterflood Project 
in the Saunders-Permo Pennsylvanian Pool by the injection of 
water into the Permo-Pennsylvanian zone through its Texaco-
State "AQ" Well No. 2, located in Unit E of Section 3, Township 
15 South, Range 33 East, NMPM, Lea County, New Mexico. 
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YATES NORTH VACUUM (SAN ANDRES) UNIT 
Lea County, New Mexico 

Order Na R-3961, Approving the Yates North Vacuum (San 
Andres) Unit Agreement, Lea County, New Mexico, May 12, 

197a 

Application of Yates Drilling Company for 
Approval of the Yates North Vacuum (San 
Andres) Unit Agreement, Lea County, New 
Mexico. 

CASE NO. 4347 
Order No. R-3961 

ORDER OF THE COMMISSION 

BY THE COMMISSION: This cause came on for hearing at 
9 a.m. on Apri l 29, 1970, at Santa Fe, New Mexico, before 
Examiner Elvis A. Utz. 

NOW, on this 12th day of May, 1970, the Commission, a 
quorum being present, having considered the testimony, the 
record, 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 the applicant. Yates Drilling Company, seeks 
approval of the Yates North Vacuum (San Andres) Unit Agree
ment covering 800 acres, more or less, of State lands described 
as follows: 

LEA COUNTY, NEW MEXICO 
TOWNSHIP 17 SOUTH, RANGE 34 EAST, NMPM 

Section 1: S/2 SW/4 
Section 2: SW/4 NE/4, S/2 NW/4, SW/4 

W/2 SE/4, and SE/4 SE/4 
Section 11: NE/4 
Section 12: NW/4 

(3) That approval of the proposed unit agreement should 
promote the prevention of waste and the protection of correlative 
rights within the unit area. 

IT IS THEREFORE ORDERED: 
(1) That the Yates North Vacuum (San Andres) Unit Agree

ment is hereby approved. 

(2) That the plan contained in said unit agreement for the 
development and operation of the unit area is hereby approved in 
principle as a proper conservation measure; provided, however, 
that notwithstanding any of the provisions contained ln said unit 
agreement, this approval shall not be considered as waiving or 
relinquishing, ln any manner, any right, duty, or obligation which 
Is now, or may hereafter be, vested ln the Commission to 
supervise and control operations for the exploration and develop
ment of any lands committed to the unit and production of oil or 
gas therefrom. 

(3) That the unit operator shall f i le with the Commission 
an executed original or executed counterpart of the unit agree
ment within 30 days after the effective date thereof; that ln the 
event of subsequent joinder by any party or expansion or contrac
tion of the unit area, the unit operator shall f i le with the Com
mission within 30 days thereafter counterparts of the unit 
agreement reflecting the subscription of those interests having 
joined or ratified. 

(4) That this order shall become effective upon the approval 
of said unit agreement by the Commissioner of Public Lands 
for the State of New Mexico; that this order shall terminate 
ipso facto upon the termination of said unit agreement; and that 
the last unit operator shall notify the Commission immediately 
in writing of such termination. 

(5) That jurisdiction of this cause is retained for the entry 
of such further orders as the Commission may deem necessary. 

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

CANADA OJITOS UNIT 
(Expansion) 

Rio Arriba County, New Mexico 

Order No. R-2544-A, Approving Expansion of the Canada Ojltos 
Unit Agreement, Rio Arriba County, New Mexico, July IS, 1970. 

Application of Benson-Monttn-Greer Drilling 
Corporation for Expansion of a Unit Area, Rio 
Arriba County, New Mexico. 

CASE N a 4374 
Order No. R-2544-A 

ORDER OF THE COMMISSION 

BY THE COMMISSION: This cause came on for hearing at 
9 a,m. on July 1, 1970, at Santa Fe, New Mexico, before 
Examiner Elvis A. Utz. 

NOW, on this 15th day of July, 1970, the Commission, a 
quorum being present, having considered the testimony, tne 
record, 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 by Order No. R-2544. dated August 9, 1963, the 
Commission approved the CanadaOjitosUnitAgreementcontain
ing 35,829.84 acres, more or less, of Federal and Fee lands ln 
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Township 25 and 26 North, Ranges 1 East and 1 West, NMPM, 
Rio Arriba County, New Mexico. 

(3) That the applicant, Benson-Montln-Greer Drilling Corp
oration, seeks the expansion of said Canada Ojitos Unit Area 
to Include 20,480 additional acres, more or less, of Federal, 
State and Fee lands described as follows: 

RIO ARRIBA COUNTY, NEW MEXICO 
TOWNSHIP 24 NORTH, RANGE 1 WEST, NMPM 
Sections 1 through 4: Al l 
Section 8: E/2 
Sections 9 through 16: Al l 
Section 17: E/2 
Sections 23 and 24: Al l 

TOWNSHIP 24 NORTH, RANGE 1 EAST, NMPM 
Sections 6 and 7: Al l 
Section 8: W/2 
Section 17: W/2 
Sections 18 and 19: Al l 
Section 20: W/2 

TOWNSHIP 25 NORTH, RANGE 1 WEST, NMPM 
Section 36: E/2 

TOWNSHIP 25 NORTH, RANGE 1 EAST, NMPM 
Section 4: W/2 
Section 5: A l l 
Section 8: Al l 
Section 9: W/2 
Section 17: A l l 
Section 19: E/2 
Section 20: Al l 
Section 29: W/2 
Sections 30 and 31: A l l 

TOWNSHIP 26 NORTH, RANGE 1 EAST, NMPM 
Section 20: W/2 
Section 29: Al l 
Section 32: Al l 
Section 33: W/2 

(4) That the proposed expansion of said Canada Ojitos 
Unit Agreement should promote the prevention of waste and 
protection of correlative rights within the unit area as expanded. 

IT IS THEREFORE ORDERED: 
(1) That the Canada Ojitos Unit Agreement, as amended to 

include the acreage described in Finding (3) above, is hereby 
approved. 

(2) That the unit operator shall f i le with the Commission an 
executed original or executed counterpart of the amendment to 
the unit agreement within 30 days after the effective date thereof; 
that in the event of subsequent joinder by any party or expansion 
or contraction of the unit area, the unit operator shall f i le with 
the Commission within 30 days thereafter counterparts of the 
unit agreement reflecting the subscription of those interests 
having joined or ratified. 

(3) That this order shall become effective upon the approval 
of the aforesaid amendment to the Canada Ojitos Unit Agreement 
by the Commissioner of Public Lands for the State of New 
Mexico and the Director of the United States Geological Survey; 
that this order shall terminate ipso facto upon the termination 

of said unit agreement; and that the last unit operator shall 
notify the Commission immediately in writing of such termi
nation. 

(4) That jurisdiction of this cause is retained for the entry 
of such further orders as the Commission may deem necessary. 

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

STATE 32-7-33 UNIT 
Roosevelt County, New Mexico 

Order No. R-3990, Approving the State 32-7-33 Unit Agreement, 
Roosevelt County, New Mexico, July 10, 1970. 

Application of Champlln Petroleum Company 
for Approval of the State 32-7-33 Unit Agree
ment, Roosevelt County, New Mexico. 

CASE NO. 4377 
Order No. R-3990 

ORDER OF THE COMMISSION 

BY THE COMMISSION: This cause came on for hearing at 
9 a.m. on July 1, 1970, at Santa Fe, New Mexico, before 
Examiner Elvis A. Utz. 

NOW, on this 10th day of July, 1970, the Commission, a 
quorum being present, having considered (he testimony, the 
record, and the recommendations of the Examiner, and being 
fully advised ln 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 the applicant, Champlln Petroleum Company, seeks 
approval of the State 32-7-33 Unit Agreement covering 640 
acres, more or less, of State lands described as follows: 

ROOSEVELT CO.UNTYI NEW MEXICO 
TOWNSHIP 7 SOUTH, RANGE 33 EAST, NMPM 
Section 32: A l l 

(3) That approval of the proposed unit agreement should 
promote the prevention of waste and the protection of cor
relative rights within the unit area. 

IT IS THEREFORE ORDERED: 
(1) That the State32-7-33UnitAgreementisherebyapproved. 
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CACTUS QUEEN (VOLUNTARY) UNIT AGREEMENT EXPAN
SION 

Chaves County, New Mexico 

Order No. R-9075-A-1, Approving the Expansion of the Cactus Queen 
(Voluntary) Unit Agreement, Chaves County, New Mexico, January 26, 

1993. 

Application of Yates Drilling Company for Expan
sion of a Unit Area and to Amend Division Order 
No. R-9075-A, Chaves County, New Mexico. 

CASE NO. 10641 
OrderNo.R-9075-A-l 

ORDER OF THE DIVISION 

BY THE DIVISION: 
This cause came on for hearing at 8:15 a.m. on December 17,1992, at 

Santa Fe, New Mexico, before Examiner Michael E. Stogner. 

NOW, on this 26th day of January, 1993 the Division Director, having 
considered the testimony, the record and the recommendations of the 
Examiner, and being fully advised in the premises, 

FINDS THAT: 
(1) Duepublic notice having been given as required by law, the Division 

has jurisdiction of this cause and the subject matter thereof. 

(2) At the time of the hearing, this case was consolidated with Division 
Case No. 10642 for the purpose of testimony. 

(3) By Division Order No. R-9075-A, issued in Case No. 9823 anddated 
December 14, 1989, the Division approved the Yates Drilling Company 
Cactus Queen (Voluntary) Unit Agreement for the purpose of establishing 
a secondary recovery project in the Queen formation underiv..;: ae 
NE/4 SW/4, S/2 SW/4 and W/2 SE/4 of Section 27 and the NW/4 NE/4 and 
N/2 NW/4 of Section 34, Township 12 South, Range 31 East, NMPM, 
Chaves County, New Mexico. 

(4) The applicant, Yates Drilling Company, now seeks to expand said 
Cactus Queen (Voluntary) Unit Area by including therein an additional 
320 acres, more or less, of Federal lands comprising the SW/4 NE/4, S/2 
NW/4, SW/4, and NW/4 SE/4 of said Section 34. Said expanded unit 
would be comprised of the NE/4 SW/4, S/2 SW/4, and W/2 SE/4 of said 
Section 27 and the W/2 NE/4, W/2 and NW/4 SE/4 of said Section 34, 
containing 640 acres, more or less, of state (120 acres or 18.75%) and 
federal (520 acres or 81.25%) lands. 

(5) The applicant's Exhibit Nos. 3 and 4 in this case, being the Unit 
Agreement and the Unit Operating Agreement, respectively, should be 
incorporated by reference into this order. 

(6) The proposed expansion will prevent waste and protect correlative 
rights, will tend to conserve oil and gas and should be approved. 

(7) The terms and conditions of Division Order No. R-9075-A should 
apply to the expanded unit to the extent not inconsistent with this order. 

IT IS THEREFORE ORDERED THAT: 
(1) The Yates Drilling Company's Cactus Queen (Voluntary) Unit 

Agreement and Area as approved by Division Order No. R-9075-A is 
hereby expanded to include several tracts of federal lands, comprising 320 
acres, more or less, and consistingof the SW/4 NE/4, S/2 NW/4, SW/4, 
and NW/4 SE/4 of Section 34, Township 12 South, Range 31 East, 
NMPM, Chaves County, New Mexico, so that the unit area, as expanded, 
will contain 640 acres, more or less, of state (120 acres »-r ~f.%\ md 
federal (520 acres or 81.25%) lands and comprise the .> ,-;. S/2 
SW/4 and W/2 SE/4 of Section 27 and the W/2 NE/4, W/2 and NW/4 
SE/4 of Section 34, all in Township 12 South, Range 31 East, NMPM, 
Chaves County, New Mexico. 

(2) The expanded unit and unit area shall be subject to the terms and 
requirements contained in Order No. R-9075-A and shall become effec
tive as provided in the unit agreement. 

(3) Jurisdiction of this cause is retained for the entry of such further 
orders as the Division may deem necessary. 

DONE at Santa Fe, New Mexico, on the day and year hereinabove 
designated. 
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(2) That the applicant, Hanagan Petroleum Corporation, seeks 
approval of the Catclaw Draw Unit Agreement covering 6720 
acres, more or less, of State, Federal and fee lands described 
as follows: 

EDDY COUNTY, NEW MEXICO 
TOWNSHIP 21 SOUTH, RANGE 25 EAST, NMPM 
Section 13: S/2 
Section 14: S/2 
Section 15: S/2 
Sections 22 through 27: 
Sections 34 through 36: 

Al l 
Al l 

(3) That approval of the proposed unit agreement should 
promote the prevention of waste and the protection of correlative 
rights within the unit area. 

IT IS THEREFORE ORDERED: 
(1) That the Catclaw Draw Unit Agreement is hereby approved. 

(2) That the plan contained in said unit agreement for the 
development and operation of the unit area is hereby approved 
in principle as a proper conservation measure; provided, how
ever, that notwithstanding any of the provisions contained in 
said unit agreement, this approval shall not be considered as 
waiving or relinquishing, in any manner, any right, duty, or 
obligation which is now, or may hereafter be, vested in the 
Commission to supervise and control operations for the explo
ration and development of any lands committed to the unit 
and production of oil and gas therefrom. 

(3) That the unit operator shall file with the Commission 
an executed original or executed counterpart of the unit agree
ment within 30 days after the effective date thereof; that in the 
event of subsequent joinder by any party or expansion or con
traction of the unit area, the unit operator shall file with the 
Commission within 30 days thereafter counterparts of the unit 
agreement reflecting the subscription of those interests having 
joined or ratified. 

(4) That this order shall become effective upon the approval 
of said unit agreement by the Commissioner of Public Lands 
for the State of New Mexico and the Director of the United 
States Geological Survey; that this order shall terminate ipso 
facto upon the termination of said unit agreement; and that the 
last unit operator shall notify the Commission immediately in 
writing of such termination. 

(5) That jurisdiction of this cause is retained for the entry 
of such further orders as the Commission may deem necessary. 

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

FLYING " M " SAN ANDRES UNIT 
(Expansion) 

Lea County, New Mexico 

Order No. R-3220-A, Approving the Expansion of the Flying 
" M " San Andres Unit, Lea County, New Mexico, January 

15, 1971. 

Application of Coastal States Gas Producing 
Company for Expansion of a Unit Area, Lea 
County, New Mexico. 

CASE NO. 4480 
Order No. R-3220-A 

ORDER OF THE COMMISSION 

BY THE COMMISSION: This cause came on for hearing 
at 9 a.m. on January 6, 1971, at Santa Fe, New Mexico, before 
Examiner Daniel S. Nutter. 

NOW, on this 15th day of January, 1971, the Commission, a 
quorum being present, having considered the testimony, the 
record, 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 by Order No. R-3220, dated April 26, 1967, the 
Commission approved the Flying " M " San Andres Unit Agree
ment covering 4080 acres, more or less, of State, Federal, 
and Fee lands described as follows: 

LEA COUNTY, NEW MEXICO 
TOWNSHIP 9 SOUTH, RANGE 33 EAST, NMPM 
Section 15: W/2 W/2 
Section 16: Al l 
Section 17: Al l 
Section 20: E/2 and E/2 NW/4 
Section 21: Al l 
Section 22: W/2 W/2 
Section 27: W/2 NW/4 
Section 28: N/2, SW/4, and W/2 SE/4 
Section 29: E/2 and E/2 W/2 
Section 32: NE/4 and E/2 NW/4 
Section 33: W/2 NW/4 

(3) That said unit was subsequently expanded on Octobe. 
30, 1967, to include therein the following-described lands 
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LEA COUNTY, NEW MEXICO 
TOWNSHIP 9 SOUTH, RANGE 33 EAST, NMPM 
Section 27: W/2 SW/4 
Section 28: E/2 SE/4 

(4) That the applicant, Coastal States Gas Producing Com
pany, now seeks the expansion of said Flying " M " San Andres 
Unit Area to include 879.48 additional acres, more or less, 
of Federal, State, and Fee lands described as follows: 

LEA COUNTY, NEW MEXICO 
TOWNSHIP 9 SOUTH, RANGE 33 EAST, NMPM 
Section 29: W/2 W/2 
Section 32: W/2 NW/4 
Section 33: NE/4, E/2 NW/4, and SE/4 
Section 34: W/2 NW/4 

TOWNSHIP 10 SOUTH, RANGE 33 EAST, NMPM 
Section 4: NE/4 

(5) That the proposed expansion of said Flying " M " San 
Andres Unit Area should promote the prevention of waste and 
protection of correlative rights within the unit area as ex
panded. 

IT IS THEREFORE ORDERED: 
(1) That the Flying " M " San Andres Unit Agreement, as 

amended to include the acreage described in Finding (4), above, 
is hereby approved. 

(2) That the plan contained in said unit agreement, as amend
ed, for the development and operation of the unit area is hereby 
approved in principle as a proper conservation measure; 
provided, however, that notwithstanding any of the provisions 
contained' in said unit agreement, as amended, this approval 
Shall not be considered as waiving or relinquishing, in any 
manner, any right, duty, or obligation which is now, or may 
hereafter be, vested in the Commission to supervise and con
trol operations for the exploration and development of any 
lands committed to the unit and production of oil or gas there
from. 

(3) That the unit operator shall file with the Commission 
an executed original or executed counterpart of the amend
ment to the unit agreement within 30 days after the effective 
date thereof; that in the event of subsequent joinder by any 
party or expansion or contraction of the unit area, the unit 
operator shall file with the Commission within 30 days there
after counterparts of the unit agreement reflecting the sub
scription of those interests having joined or ratified. 

(4) That this order shall become effective upon the approval 
of the aforesaid amendment to the Flying " M " San Andres 
Unit Agreement by the Commissioner of Public Lands for the 
State of New Mexico and the Director of the United States 
Geological Survey; that this order shall terminate ipso facto 
upon the termination of said unit agreement; and that the last 
unit operator shall notify the Commission immediately in writ
ing of such termination. 

(5) That jurisdiction of this cause is retained for the entry 
of such further orders as the Commission may deem neces
sary. 

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

KEMNITZ-LOWER WOLFCAMP EAST UNIT 
Lea County, New Mexico 

Order No. R-4088, Approving the Kemnitz-Lower Wolfcamp 
East Unit Agreement, Lea County, New Mexico, January 15, 1971. 

Application of Pubco Petroleum Corporation for 
Approval of the Kemnitz-Lower Wolfcamp East 
Unit Agreement, Lea County, New Mexico. 

CASE NO. 4483 
Order No. R-4088 

ORDER OF THE COMMISSION 

BY THE COMMISSION: This cause came on for hearing at 
9 a.m. on January 6, 1971, at Santa Fe, New Mexico, before 
Examiner Daniel S. Nutter. 

NOW, on this 15th day of January, 1971, the Commission, a 
quorum being present, having considered the testimony, the 
record, 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 sub
ject matter thereof. 

(2) That the applicant, Pubco Petroleum Corporation, seeks 
approval of the Kemnitz-Lower Wolfcamp East Unit Agreement 
covering 400 acres, more or less, of State lands described as 
follows: 

LEA COUNTY, NEW MEXICO 
TOWNSHIP 16 SOUTH, RANGE 34 EAST, NMi'-M 
Section 22: SW/4 and W/2 SE/4 
Section 27: E/2 NW/4 
Section 28: E/2 NE/4 

(3) That approval of the proposed unit agreement should 
promote the prevention of waste and the protection of correla
tive rights within the unit area. 

IT IS THEREFORE ORDERED: 
(1) That the Kemnitz-Lower Wolfcamp East Unit Agreement 

is hereby approved. 

(2) That the plan contained in said unit agreement for the 
development and operation of the unit area is hereby approved 
in principle as a proper conservation measure; provided, how
ever, that notwithstanding any of the provisions contained in 
said unit agreement, this approval shall not be considered as 
waiving or relinquishing, in any manner, any ri^ht, duty, or 
obligation which is now, or may hereafter be, vested in the 
Commission to supervise and control operations for the explora
tion and development of any lands committed to the unit and pro
duction of oil or gas therefrom. 

(3) That the unit operator shall file with the Commission an 
executed original or executed counterpart of the unit agreement 
within 30 days after the effective date thereof; that in the event 
of subsequent joinder by any party or expansion or contraction 
of the unit area, the unit operator shall file with the Commis
sion within 30 days thereafter counterparts of the unit agree
ment reflecting the subscription of those interests having 
joined or ratified. 
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IT IS THEREFORE ORDERED THAT: 
(1) The Playas Valley Unit Agreement is hereby approved for 

all oil and gas in any and all formations underlying 6120 acres, 
more or less, of the followng described State lands in Hidalgo 
County, New Mexico: 

TOWNSHIP 26 SOUTH, RANGE 17 WEST, NMPM 
Section 34: SW/4 
Section 35: E/2 

TOWNSHIP 27 SOUTH, RANGE 17 WEST, NMPM 
Section 1: ALL 
Section 2: N/2 
Section 3: N/2 
Section 4: Al l 
Section 5: E/2 SE/4 
Section 8: NE/4 NE/4 and S/2 NE/4 
Section 9: N/2 
Sections 12 and 13: Al l 
Sections 23 through 25: All 

(2) The NE/4 of Section 34, Township 26 South, Range 17 
West, NMPM, Hidalgo County, New Mexico, which was originally 
requested to be part of the subject unit, shall be omitted at this time 
for lack of contiguity. 

(3) The plan contained in said unit agreement for the develop
ment and operation of the unit area is hereby anrroved in principle 
as a proper conservation measure; provided however, notwithstand
ing any of the provisions contained in said unit agreement, the 
approval shall not be considered as waiving or relinquishing, in 
any manner, any right, duty or obligation which is now, or may 
hereafter be, vested in the Division to supervise and control opera
tions for the unit and production of oil and gas therefrom. 

(4) The unit operator shall file with the Division an executed 
original or executed counterpart of the unit agreement within 30 
days after the effective date thereof; in the event of subsequent 
joinder by any other party or expansion or contraction of the unit 
area, the unit operator shall file with the Division, within 30 days 
thereafter, counterparts of the unit agreement reflecting the sub
scription of those interests having joined or ratified. 

(5) Al l plans of development and operation, all unit participat
ing areas and expansions or contractions of the unit area, shall be 
submitted to the Director of the Oil Conservation Division for 
approval. 

(6) This order shall become effective upon the approval of said 
unit agreement by the Commissioner of Public Lands for the State 
of New Mexico; this order shall terminate ipso facto upon the ter
mination of said unit agreement; and the last unit operator shall 
notify the Division immediately in writing of such termination. 

(7) Jurisdiction of this cause is retained for the entry of such 
further orders as the Division may deem necessary. 

DONE at Santa Fe, New Mexico, on the day and year hereina
bove designated. 

HALEY CHAVEROO SAN ANDRES UNIT 
(Expansion) 

Chaves County, New Mexico 

Order No. R-8750-A, Approving Expansion of the Haley Chaveroo-San 
Andres Unit, Chaves County, New Mexico, March 14,1989. 

Application of Murphy Operating Corporation for 
Expansion of Unit Area, Chaves and Roosevelt 
Counties, New Mexico. 

CASE NO. 9589 
OrderNo. R-8750-A 

ORDER OF THE DIVISION 

BY THE DIVISION: This cause came on for hearing at 8:15 a.m. on 
March 1,1989, at Santa Fe, New Mexico, before Examiner Victor T. Lyon. 

NOW, on this 14th day of March, 1989, the Division Director, having 
considered the testimony, the record and the recommendations of the 
Examiner, and being fully advised in the premises, 

FINDS THAT: 
(1) Due public notice having been given as required by law, the 

Division has jurisdiction of this cause and the subject matter thereof. 

(2) At the time of the hearing, Cases 9589 and9590 were consolidated 
for purposes of testimony. 

(3) The applicant. Murphy Operating Corporation, desires to expand 
the Haley Chaveroo-San Andres Unit Area as approve! Division Order 
No. R-8750 by including therein Tract 5 consisting of the NE/4 SE/4 and 
SW/4 SW/4 of Section 3, Township 8 South, Range 33 East, Chaves 
County, New Mexico, so that the expanded unit would be comprised of all 
of Sections 33 and 34, Township 7 South, Range 33 East, Roosevelt 
County, and all of Section 3, Township 8 South, Range 33 East, Chaves 
County, New Mexico. 

(4) Applicant provided notice to all owners in the present unit and has 
severed joinders to the unit agreement and unit operating agreement by all 
owners m the tract being added and consent of ail owners in the original 
unit area as provided in Section 4 of the unit agreement 

(5) The area comprising the original unit area as well as the lands 
being added are State lands. 

(6) Preliminary approval of the expansion of the unit area has been 
given by the Director, Oil and Gas Division of the Office of the Commis
sioner of Public Lands. 



Page 492 New Mexico 

(HALEY CHAVEROO SAN ANDRES (EXPANSION) UNIT -
Cont'd.) 

(7) The proposed expansion will prevent waste and protect correla
tive rights, will tend to conserve oil and gas and should be approved. 

(8) The terms of Division Order No. R-8750 should apply to the 
expanded unit to the extent not inconsistent with this order. 

IT IS THEREFORE ORDERED THAT: 
(1) The Haley Chaveroo-San Andres Unit Area as approved by 

Division Order No. R-8750 is hereby expanded to include Tract No. 5 
consisting of the NE/4 SE/4 and SW/4 SW/4 of Section 3, Township 8 
South, Range 33 East, NMPM, Chaves County, New Mexico, so that the 
unit area, as expanded, will be comprised of all of Sections 33 and 34, 
Township 7 South, Range 33 East, Roosevelt County, New Mexico and all 
of Section 3, Township 8 South, Range 33 East, Chaves County, New 
Mexico. 

(2) The expanded unit and unit area shall be subject to the terms and 
requirements contained in Order No. R-8750 and shall become effective 
as provided in the unit agreement 

(3) Jurisdiction of this cause is retained for the entry of such further 
orders as the Division may deem necessary. 

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

PRETTY BIRD UNIT 
Chaves County, New Mexico 

Order No. R-8894, Approving the Pretty Bird Unit Agreement, Chaves 
County, New Mexico, March 22,1989. 

Application of Texmex Seven, Ltd. for a Unit 
Agreement, Chaves County, New Mexico. 

CASENO. 9620 
Order No. R-8894 

ORDER OF THE DIVISION 

BY THE DIVISION: This cause came for hearing at 8:15 am. on 
March 15,1989, at Santa Fe, New Mexico, before Examiner Michael E. 
Stogner. 

NOW, on this 22nd day of March, 1989, the Division Director, having 
considered the testimony, the record and the recommendations of the 
Examiner, and being fully advised in the premises, 

FINDS THAT: 
(1) Due public notice having been given as required by law, the 

Division has jurisdiction of this cause and the subject matter thereof. 

(2) The applicant, Texmex Seven Ltd., seeks approval of the Pretty 
Bird Unit Agreement for all oil and gas in any and all formations 
underlying those lands described in Exhibit "A" attached hereto and made 
a part hereof. 

Sf V R. W. Byram & Co., - Apr., 1989 

(3) No interested party appeared and objected to the proposed unit 
area. 

(4) All plans of development and operation, and creations, expan
sions or contractions of participating areas, or expansions or contractions 
of the unit area should be submitted to the Director of the Division for 
approval. 

(5) Approval of the proposed unit agreement should promote the 
prevention of waste and protection of correlative rights within the unit 
area. 
tT IS THEREFORE ORDERED THAT: 
(1) The Pretty Bird Unit Agreement is hereby approved for all oil and 

gas in any and all formations underlying those lands described in Exhibit 
"A" attached hereto and made a part hereof. 

(2) The plan contained in said unit agreement for the development and 
operation or the unit area is hereby approved in principle as a proper 
conservation measure; provided however, notwithstanding any of the 
provisions contained in said unit agreement, this approval shall not be 
considered as waiving or relinquishing, in any manner, any right, duty or 
obligation which is now, or may hereafter be, vested in the Division to 
supervise and control operations for the unit and production of oil and gas 
therefrom. 

(3) The unit operator shall file with the Division an executed original 
or executed counterpart of the unit agreement within 30 days after the 
effective date thereof; in the event of subsequent joinder by any other party 
or expansion or contraction of the unit area, the unit operator shall file with 
theDivision, within 30 days thereafter, counterparts of th r - r \ m t 
reflecting the subscription of those interests having joined ur rau:. 

(4) All plans of development and operation, all unit participating 
areas and expansions or contractions of the unit area, shall be submitted to 
the Director of the Oil Conservation Division for approval. 

(5) This order shall become effective upon the approval of said unit 
agreement by the Commissioner of Public Lands for the State of New 
Mexico and the Director of the appropriate agency of 'he United .'X-Jes 
Department of the Interior, this order shall terminate ;;-•" l ieu upon ihe 
termination of said unit agreement; and the last unit operator shall notify 
the Division immediately in writing of such termination. 

(6) Jurisdiction of this cause is retained for the entry of such further 
orders as the Division may deem necessary. 

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

EXHIBIT "A" 
CASE NO. 9620 

ORDER NO. R-8894 
PRETTY BIRD UNIT AREA 

TOWNSHIP 18 SOUTH, RANGE 17 EAST, NMPM 
Sections 26 and 26: All 
Sections 35 and 36: All 

TOWNSHIP 18 SOUTH, RANGE 18 EAST, NMPM 
Sections 31 and 32: All 

TOWNSHIP 19 SOUTH, RANGE 17 EAST, NMPM 
Section 1: All 
Sections 12 and 13: All 

TOWNSHIP 19 SOUTH, RANGE 18 EAST, NMPM 
Sections 4 through 9: All 
Sections 16 through 18: All 
Section 19: N/2 

contairung 11,782.54 acres, more or less, of State and Federal Lands in 
Chaves County, New Mexico. 
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UNIT OPERATING AGREEMENT 

SOUTHEAST MALJAMAR GRAYBURG - SAN ANDRES UNIT 

MALJAMAR 71 ELD 

LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered into as of the 2nd day of May , 

i960, by and between the parties who execute or r a t i f y this Agreement. 

WITNESSETH: 

WHEREAS, The parties hereto, as Working Interest Owners, have executed 

as of the date hereof, that certain Unit Agreement for the development and 

operation of the Southeast Maljamar Grayburg-San Andres Unit of the Maljamar. 

Field, Lea County, New Mexico, hereinafter referred t o as "Unit Agreement", 

and which, among other things, provides for a separate Agreement to be made 

and entered into by and between Working Ir/cerest Owners pertaining to the 

development and operation of the Unit Area therein defined. 

NOW, THEREFORE, in consideration of the mutual agreements herein set 

forth, i t i s agreed as follows: 

ARTICLE 1 

CONFIRMATION ••)? UNIT AGREEMENT 

1.1 Confirmation of Unit Agreement. The Unit Agreement is hereby 

confirmed and incroporated herein by reference and made a part of this Agree

rier."!;. The definitions i n the Unit Agreement are adopted for a l l purposes of 

this Agreement. In the event of any conflict between the Unit Agreement and 

t h i : Agreement, the Unit Agreement shall prevail. 

ARTICLE 2 -

EXHIBITS 

2.1 Exhibits. The following exhibits are incorporated herein by 

reference. 

2.1.1 Exhibits "A", "B", and "C" of the Unit Agreement are 

incorporated herein as Exhibits "A", "B", and "C" of this Agreement. 

2.1.2 Exhibit "D" attached hereto, details the total percentage • 

of participation of each of the Working Interest Owners herein. 
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2.1.3 Exhibit "E" attached hereto, i s the Accounting Procedure 

applicable to development and operation of the Unit Area. In the event of 

conflict between thi s Agreement and Exhibit "2", this Agreement shall prevail. 

2.1. ̂  Exhibit "?" attached hereto, contains insurance provisions 

applicable to the development and operation of the Unit Area. 

ARTICLE 3 

SUPERVISION OF OPERATIONS 3Y WORKING INTEREST OWNERS 

3.1 Overall Supervision. Working Interest Owners shall exercise 

overall supervision and control of a l l matters pertaining t o the development 

and operation of the Unit Area pursuant to thi s Agreement and the Unit Agree

ment. In the exercise of such power, each Working Interest Owner shall act . 

solely i n i t s own behalf in the capacity of an individual owner ana not on 

behalf of the owners as an entirety. 

3.2 Particular Powers and Duties. The matters to be passed upon 

and decided by Working Interest Owners shall include, but not be limited to, 

the following: 

3.2.1 Method of Operation. The kind, character, and method of 

operation, including'any type of pressure maintenance, secondary recovery, or 

other recovery program to be employed. 

3-2.2 D r i l l i n g of Wells. The d r i l l i n g of any well -.Ithin the 

Unit Ar-;a either for production of Unitized Substances, for use as an injection, 

well, or for other purposes. 

3.2.3 Well Workover3 and Change of Status. The workover, 

recompletion, repair, abandonment, or change of status of any well i n the 

Unit Area or the use of any well for injection or other purposes. . 

3.2. k Expenditures. Making of an expenditure on any single 

project i n excess of Ten Thousand Dollars ($10,000 .<)0); provided that approval 

by Working Interest Owners of the d r i l l i n g , reworking, d r i l l i n g deeper, cr pluggir 

back of any well shall include approval of a l l necessary expenditures required 

therefor and for completing, testing, and equipping the same, including necessary 

flow lines, separators, and lease tankage. 



3.2.5 Dirvnosition or? Unit Ecuitr.ent. The Gelling or otherwise 

disposing of any major item of surplus unit equipment, i f the current l i s t price 

of new equipment similar thereto is Fifteen Hundred Collars ($1,500,00) or more. 

3.2.6 Abearance Before a Court or Regulatory Body, The desig

nating of a representative to appear before any court or regulatory body i n 

matters pertaining to Unit Operations; provided, however, that the authorization 

by Working Interest Owners of the designation of any such representatives shall 

not prevent any Working Interest Owner at i t s own expense from appearing i n 

person or from designating another representative on i t s own behalf. 

3'«2.7 Audits. The making of proper audits of the accounts 

of Unit Operator pertaining to operations hereunder; provided that such audits 

shall: • 

(a) not be conducted mere than once each year or upon 

the resignation or removal of Unit Operators; 

(b) be made at the expense of a l l Working Interest Owners 

other than the Working Interest Owner designated as Unit Operator provided that 

i f the Unit Operator requests an audit be conducted, the Unit Operator shall 

share i n the cost of such audit. 

-* (c) be made upon not less than t h i r t y (30) days' 

written notice to the Unit Operator. 

3.2.S Inventories. The taking of periodic inventories under 

the terms of Exhibit "E". 

3.2.9 Technical Services. The authorizing of charges to the 

j o i n t account for services by consultants or Unit Operator's technical personnel 

not covered by the overhead charges provided by Exhibit "E". 

3*2.10 Assignment to Committees. The appointment or .designation 

of the purposes of committees or subcommittees necessary for the study of any 

problem i n connection with Unit Operations. * . -

3.2.11. The. removal of Unit Operator and the selection of a 

successor. -

3*2.12 The enlargement of the Unit Area. . 

3.2.13 The adjustment and readjustment of investments. 

3.2.1^ The termination of the Unit Agreement.. 

-3-



ARTICLE 4 

MANNER 0? EXERCISING SUPERVISION 

4.1 Designation of Representatives. Each Working Interest Owner 

shall advise Unit Operator in writing the names and. addresses of i t s representa

tiv e and alternate who are authorized to represent and bind i t with respect to 

Unit Operations. Such representative or alternate may be changed from time to 

time by written notice to Unit Operator. 

4.2 Meetings. A l l meetings cf Working Interest Owners for tha purpose 

of considering and acting upon any matter pertaining t o Unit Operations shall be 

called by Unit Operator upon i t s own motion or at the request of one or more 

Working Interest Owners having a t o t a l participating interest of not less than 

ten percent (10$).' Ko meeting shall be called on less than fourteen (l4) days' 

written notice, with agenda for the meeting attached. The Working Interest 

Owners attending such meeting shall not be prevented' from amending items included 

in the agenda or from deciding such amended items included i n the agenda or from' 

deciding such amended item or from deciding other items presented at such meeting. 

The representative of Unit Operator shall be Chairman of each meeting. 

4.3 Voting Procedure. Working Interest Owners shall act upon and 

determine a l l matters' coming before them as follows: 

4.3.1 Voting Interest. In voting on any matters each Working 

Interest Owner shall have a voting interest equal to i t s Phase I I Unit Participati 

• 4.3.2 Vote Required - Generally. Unless otherwise provided herein 

or in tha Unit Agreement, a l l matters shall be decided by an affirmative, vote' of 

at least one ( l ) Working Interest Owner owning.sixty-five percent (65$) or more 

voting interest; provided that, should any one Working Interest Owner have more 

than t h i r t y - f i v e percent (35$) voting interest, i t s negative vote, or failure to • 

vote, shall net serve to defeat a motion, and such motion shall pc.33 l f approved 
r 

by a majority Interest unless such negative voting tor non-voting Working Interest 

Owner is supported by the vote of one ( l ) or more Working Interest Owners having 

a combined voting interest of at least five-percent (5$). 

4.3.3 Vote at Meeting by Non-Attending Working Interest Owners. 

Any Working Interest Owner not represented at a meeting may vote by letter or 
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telegram addressed to the Chairman of the meeting, provided such vote is received 

prior to the submission of such item to vote. Such vote shall not be counted 

with respect to any item on the agenda vh.ich is sin ended at the meeting. 

4.3-4 • Poll Votes. Working Interest Owners may vote on and 

decide, by le t t e r or telegram, any matter submitted in writing to Working Interest 

Owners, i f no meeting is requested, as provided in Section 4.2, within seven (7) 

days after the proposal is sent to Working Interest Owners. Unit Operator w i l l 

give prompt notice of the results of the voting to a l l Working Interest Owners. 

ARTICLE 5 

INDIVIDUAL RIG-EPS MD PRIVILEGES 0? WORKING INTEREST 0WI~:?.S 

5.1 Reservation of Rights. Working Interest Owners severally reserve 

to themselves a l l their rights, power, authority, and privileges, except as 

otherwise expressly provided i n this Agreement and the Unit Agreement. 

5-2 Specific Rights. Each Working Interest 'Owner shall have, among 

others, the following specific rights and privileges: 

5-2.1 Access to Unit Area. Access to the Unit Ar>ia at a l l 

reasonable times t o inspect the operations hereunder and a l l veils and records 

and data pertaining-thereto. 

5.2.2 Reports by Request. The right , to receive f r e t Unit 

Operator, upon written request, copies' of a l l reports to any goverr^ientcl 

agoncy, reports of crjide o i l runs and stocks, inventory reports, and a l l other 

data pertaining to Unit Operations. The cost of gathering and furnishing data 

not ordinarily furnished by Unit Operator to a l l Working Interest Cwnerc- shall 

be charged solely to Working Interest Owners requesting the same. 

• ARTICLE 6 
r 

UNH OPERATOR 5 • • 

6.1 I n i t i a l Unit Operator. Cities Service Oil Company is hereby 

designated as Unit Operator. 

6.2 Resignation or Removal. Unit Operator may resign at any time. 

Working Interest Owners may remove Unit Operator by the affirmative vote of at 
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least two ;2) Working Interest Owners owning at least seventy-five (75) percent 

of the voting interest remaining after excluding the voting interest of Unit 

Operator. A Unit Operator who resigns" cr is removed shall not be.-eleased 

from i t s obligations hereunder for a period of six (6) months after i t s resig

nation or discharge unless a successor Unit Operator shall have taken over the 

operations hereunder prior to the expiration of said period. 

6.3 Selection of Successor. Upon the resignation or removal of a 

Unit Operator, a successor Unit Operator shall be selected by Working Interest 

Owners, as provided i n Article 8 of the Unit Agreement. 

ARTICLE 7 

POWERS AND DUTIES 0? UNIT OPERATOR 

7.1 Exclusive Right to Operate Unit. Subject to the provisions of 

this Agreement and to the order, directions, and limitations rightx^ully given 

or ir^posed by Working Interest Owners, Unit Operator shall have the exclusive 

right and be obligated to conduct Unit Operations. 

7.2 Workmanlike Conduct. Unit Operator shall conduct Unit Operations 

i n a good and workmanlike manner and, i n the absence of specific instructions 

frcn. Working Interest; Owners, shall have the right and duty to conduct such 

operations i n the same manner as would a prudent Operator under the same or 

similar circumstances. Unit Operator shall freely consult with Working Interest 

Owners and keep them advised cf a l l matters arising i n connection with iuch 

operations which Unit Operator, i n the exercise of i t s best judgment, considers . 

important. Unit Operator shall not be liabl e to Working Interest Owner;- for 

damages unless such damages result from the gross negligence or w i l l f u l mis

conduct of Unit Operator. . •' 

7.3 Liens and Encumbrances. Unit Operator shall keep the lands 

and leases in the Unit Area free from a l l liens and?, encumbrances occasioned 

by Unit Operations, except the l i e n of Unit Operator granted hereunder. 

7.4 Employees. The number of employees used by Unit Operator in 

conducting Unit Operations, their selection, hours of labor, and compensation 

shall be determined by Unit Operator. Such employees shall be the employees 

of Unit Operator. 

-6-



7-5 P.score-3. Unit Operator chaii keep true an- correct "cooks, 

accounts, and records of Unit Operations. 

7.6 Retorts to Workinr Interest Owners. Unit Operator shall furnish 

to Working Interest Owners periodic reports of Unit Operations. 

7.7 Retorts to Governmental Authorities. Unit Operator shall make 

a l l reports to Governmental authorities that i t has the duty to make as Unit 

Operator. 

7.5 Engineering and Geological Information. Unit Operator shall 

furnish to a Working Interest Owner, upon written request, a copy of the log 

and oths.r engineering and geological data pertaining to wells d r i l l e d for 

Unit Operations. 

7.9 Expenditures. Unit Operator i s authorised to make single 

expenditures not i n excess of Ten Thousand Dollars ($10,000.00) without prior 

approval of Working Interest Owners. I f an emergency occurs, Unit Operator • 

may immediately make or incur such expenditures as i n i t s opinion are required • 

to ueal with the emergency. Unit Operator shall report to Working Interest 

Corners, as promptly as possible, the nature of the emergency and the action 

taken. 

7-10 Wel-rs Drilled by Unit Operator. A l l wells d r i l l e d by Unit 

Operator shall be at the usual rates prevailing i n the area. Unit Operator 

mr-.y employ i t s own tool:-: and equipment, but the charge therefor shall not exceed 

the prevailing rate in the area, and the work shall be performed by Unit Operator 

under the same terms and conditions as are usual in the area i n contracts of 

independent contractors doing work of a similar nature. 

7.11 Settlements. Unit Operator may settle any single damage claim 

or .suit involving Unit Operations but not involving an expenditure in'excess 

of Twenty-Five Hundred Dollars ($2,500.00) provided the payment is in complete. 
•» 

settlement of such claim or suit. I f the amount required for settlement exceeds 

the above specified amount, Working Interest Owners shall assume and take over 

the further handling of the claim or suit unless such authority is expressly-

delegated to Unit Operator. A l l costs and expense of handling, settling, 

or other-wise discharging such claim or suit shall be an item of Unit Expense. 

I f a claim is made against any Working Interest Owner or i f any Working Interest 
_7_ 
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C..~c-r is sued cn account of any natter arising from Unit Operations and over 

which such Working Interest O.-.̂ner. individually has no control because of the 

rights given Working Interest Owners and Unit Operator by this agra^nent and 

the Unit Agreement, the working Int—-est Owner :.hall immediately notify the 

Unit Operator, and the claim or suit shall be treated as any other claim or 

suit involving Unit Operations. 

ARTICLE 8 . . ' 

TAXES 

• 8.1 Ad Valorem Taxes. Unit Operator shall, beginning in the f i r s t 

calendar year, make and f i l e for ad valorem tax purposes a l l necessary renditions 

and returns with the proper taxing authorities or governmental subdivisions 

covering a l l real and personal property of each Working Interest Owner within 

the Unit Area and used in connection with the development and operation of the 

Unit Area. Any Working Interest Owner dissatisfied with any assessment of i t s 

interest i n real or personal property shall have the right, at i t s own expense, 

to protest and resist the same. A i l such ad valorem taxes due and payable on 

account cf real and personal property of each Working Interest Owner located 

within the Unit Arear^and used i n connection with Unit Operations shall be paid 

by Unit Operator for the j o i n t account i n the same manner as other costi and 

expanses cf Unit Operations; providing, however, any Working Interest O-rner 

having an overriding royalty, o i l payment, or similar burden on his interest i n 

excess of the 'basic l/8 royalty i n any Tract shall be given credit on his assess--

ment for the amount of assessment chargeable to such overriding royalty, - o i l 

payment, or similar burden. In order to comply with the foregoing provision, 

each Working Interest Owner shall notify Unit Operator of such overriding royalty, 

o i l payment, or similar burden. 

8.2 Other Taxes. Each Working Interest Owner shall pay or cause 

to be paid a l l production, severance, gathering, and other taxes and assessments 

imposed upon or on account of the production or handling of i t s share of Unit 

Production. 

- f t . 



ARTICLE 9 

INSURANCE 

9.1 Insurance. Unit Operator shall carry, with respect t o Unit 

Operations subject to this Agreement. 

9.1.1 Workmen's Compensation and Employer's L i a b i l i t y Insurance 

as required by the laws cf the State of New Mexico. 

9.1.2 Such other insurance as set forth i n Exhibit "F". 

' ARTICLE 10 

' ADJUST2£3NT OF INVESTMENTS 

10.1 Personal Property Taken Over. Upon the effective date hereof, 

Working Interest Owners shall deliver t o Unit Operator possession of the 

following: 

10.1.1 Wells and Casing. A l l wells completed i n the Unitized 

Formation, together with the casing therein and casing f i t t i n g s through the 

casinghead. 

10.1.2 Well and Lease Equipment. The tubing i n each such well, 

together with the wellhead connections thereon, and a l l other lease and operating 

equ.iprr.ent used in the* operations of such wells which Working Interest Owners 

determine is necessary or desirable for conducting Unit Operation. 

10.1.3 Records. A copy of a l l production and well records 

pertaining to such wells. 

10.2 Inventory and Evaluation of Personal Property. Working Interest. 

Owners shall, at Unit Expense, inventory controllable material as define, in the 

PASO Material Classification Manual (Revised i960), except that certain items 

normally considered non-controllable, such as sucker rods, and other items as 

agreed upon the Working Interest Owners, may be included on the inventories in 

order to insure a more equitable adjustment of investments, and evaluate the 

inventoried properties at an appraised value as determined by Working Interest 

Owners except that casing shall be given no -value. 

10.3 Investment Adjustment. Upon approval of Working Interest Owners 

of such inventory and evaluation, each Working Interest Owner shall be credited 

with the value of i t s interest in a l l personal property, except well casing, so 
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taken over by Unit Operator under Section 10.1.2, and charged with an amount 

equal to that obtained by multiplying the t o t a l value of a l l ouch personal props r t 

except v e i l casing, so taken over by Unit Operator under Section 10*1.2 by such 

Working Interest Owner's Phase I I Unit Participation. I f the charge against 

any Working Interest Owner is greater than tho amount credited to such Working 

Interest Owner, the resulting net charge shall be paid and i n a l l other respects 

be treated as any other item of Unit Expense chargeable against such Working 

Interest Owner. I f the credit to any Working Interest Owner is greater than 

the amount charged against such Working Interest Owner, the resutiing net credit 

shall be .paid to such Working Interest Owner by Unit Operator out of funds received 

by i t i n settlement of the net charges described above. 

10.4 General Facilities. The acquisition of warehouses, warehouse, 

stock, lease houses, camps, f a c i l i t y systems, and office buildings necessary for 

operations hereunder shall be by negotiation by and between the owners thereof 

and Unit Operator, subject t c the approval of the Working Interest Owners. 

10.5 Ownership of Personal Property and Fac i l i t i e s . Each Working 

Interest Owner, individually, shall by virtue hereof own an undivided interest 

i n a l l personal property and f a c i l i t i e s taken over or otherwise acquired by Unit 

Operator pursuant to/this Agreement and equal t o i t s Fnase I I Unit Participation. 

10.6 Adjustment for Non-Usable Wells. A l l wells delivered t c the 

Unit Operator shall be i n usable, physical condition to produce from the Unitized 

Formation cn the effective date. I f any such well is determined by the Working 

Interest Owners to be i n non-usable, physical condition, the cost of placing 

such well i n usable, physical condition shall be charged to the Working Interest 

Owners owning such well immediately prior t o the effective date; provided that, 

any amount i n excess of Sixty Thousand Dollars ($60,000.00) w i l l be charged to 

a l l Working Interest Owners. A l l charges shall i n a l l respects be treated a3 

any ether item of Unit Expense. j 

. . ARTICLE 11 

Dg/ELQPIvISKT AND OPERATING COSTS 

11.1 Basis of Charge to Working Interest Owners. Unit Operator 

i n i t i a l l y shal l pay a l l Unit Expense. Each Working Interest Owner shall reim-
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burse LV.it Operator for i t s share of • Unit Expense. Each Working Int erect 

Owner's share of Unit Expense shall he same as i t s Unit Participation during the 

phase in which such expense is incurred. I t is specifically agreed that a l l 

charges relating to d r i l l i n g of additional v e i l s , to conversion of wells for 

injection purposes, enlargement cf l i f t equipment, and construction of water-

flood plant and waterflood plant f a c i l i t i e s shall he based on Fnase I I Unit 

Participation. A l l charges, credits, and accounting for Unit Expense shall be in 

accordance with Exhibit "E". 

11.2 Budgets. Before, or as soon as practical, after the effective 

date hereof, Unit Operator shall prepare a budget of estimated Unit Expense for 

the remainder of the calendar year, and on or before the f i r s t day of each Octobe: 

thereafter, shall prepare such a budget for the ensuing calendar year. A budget 

shajl set f o r t h the estimated Unit Expense by quarterly periods. Budgets shall 

be estimates only, and shall be adjusted or corrected by Working Interest Owners 

and Uni. Operator whenever an adjustment or correction is proper. A copy of each 

budget and adjusted budget shall promptly be furnished to each Working Interest 

Owner. 

11.3 Advance Billing. Unit Operator shall have the right at its 

option to require Working Interest Owners to advance their respective proportions 

cf such estimated costs and expenses by submitting to Working Interest Owners, 

on sr before the fifteenth day cf any month, an itemized estimate cf such costs 

and expenses for the succeeding month, with a request for payment in advance. 

Within f i f t e e n (15) days after receipt thereof, each Working Interest Owner 

shall pay to Unit Operator i t s proportionate • part of such estimate. Adjust

ments between estimated and the actual easts and expenses shall be made by Unit 

Operator at the close of each calendar month, and the accounts of the Working 

Interest Owners shall be adjusted accordingly. 

11.4 Commingling of Funds. No funds received by Unit Operator under 

this Agreement need be segregated by Unit Operator or maintained by it as a 

separate fund, but may be.commingled with Its own funds. 

11.5 Lien of Unit Operator. Each Working Interest Owner grants to 

Unit Operator a lien.upon.is Oil and Gas rights in each Tract, its share of 

Unit Production when produced, and its interest in a l l Unit Equipment, as 



security for payment of i t s share or Unit Costs and Expenses, together with inters 

thsrccn at the rate oi eight percent (c/j) per annum. Unit Operator shall have the 

right to bring suit to enforce collection cf such indebtedness with or vit::out. 

seeking foreclosure of the l i e n . In addition, upon, default by any Working Interee 

Owner in tne payment of Its share of Unit Expense, Unit Operator shall have the 

right to collect fraa the purchaser the- proceeds from the sale of such Working 

Interest Owner's share of Unit Production u n t i l the amount owed by such Working 

Interest Owner, plus interest as aforesaid, has been paid. Each purchaser shall 

be entitled t o rely upon Unit Operator's --rritten statement concerning the amount 

of any default. • 

11.6 Unpaid Unit ExpenseI I f any Working Interest Owner f a i l s to pay 

i t s share of Unit Expense within sixty (60) days after rendition of a statement 

therefor by Unit Operator, each Working Interest Owner agrees, upon request by 

Unit Operator, to pay i t s proportionate part of the unpaid share of Unit Expense 

of the defaulting Working Interest Owner. The Working Interest Owners that pay • 

the share of Unit Expense of a defaulting Working Interest Owner shall be reim

bursed by the Unit Operator for the amount so paid, plus any interest collected 

thereon, upc.n receipt by Unit Operator of any past due amount collected from the 

defaulting Working Interest Owner. Any Working Interest Owner so paying a de

faulting Working Interest Owner's share of Unit Expense shall be subrogated t o the 

l i e n and rights herein granted Unit Operator. 

11.7 Uncommitted Royalty. Should an owner of a Royalt?/ Interest in 

any tr a c t f a i l to become a party to the Unit Agreement, and, as a result thereof, 

the act- ai royalty interest payments with respect to such tract are mors, or less 
* 

than the royalty interest payments computed on the basis of the Unitized Substance 

that are -llceated to. such.tract' under the Unit Agreement, the difference shall be 

borne by or inure to the benefit of the Working Interest Owners in proportion to 
T 

t he i r respective Unit Participation; however, the difference tc be boms by or in t 

to the benefit of Working Interest Owners shall not exceed an amount computed on t 

basis o f one-eighth ( l / 8 ) of the difference-between the Unitized Sub 3 tan-.es alloca 

to the t rac t and the Unitized Substances produced from the t rac t . Such adjustment 

shall be made by charges and credits to the j o i n t account. 
11.8 Rentals. The Working Interest Owner in each tract shall at its 

_1 o 



own extc." :Q, pay any end a l l rentals requiro-l to ccatir.ua i t s lease in force as 

to such tract and upon request or"" Unit Operator, each such Working Interest Owner 

shall furnish Unit Operator satisfactory s-viwnce as to the payment of each such 

rental not less than t h i r t y (30; days prior to the rental payment date. Unit 

Operator shall have the right, "out shall ba under no obligation whatever, to 

pay any and a l l such rentals on behalf of each such Working Interest Owner and 

any and a l l rentals so paid by Unit Operator shall be charged solely to the 

account of such Working Interest Owner. In the event the Working'.Interest 

Owner i n any tract f a i l s to pay any rental required to continue i t s lease i n 

force as .to such' tract, the termination of said lease as to such tract shall be 

considered for a l l purposes of this 'agreement and the Unit Agreement to be a 

failure of t i t l e to said lease for reasons other than Unit Operations. 

ARTICLE 12 ' . 

OPERATION 0? NON-tZITIZSD FORMATIONS 

12.1 Right to Operate in Non-Unitized Formations. Any Working 

Int--.rest Owner now having, or hereafter acquiring, the right to d r i l l for and 

produce o i l , gas, or other minerals from other than the Unitized Formation shall 

have the f u l l right -fo do so notwithstanding th i s agreement or the Unit Agreement. 

In exercising said right, however, such Working Interest Owner shall exercise 

every reasonable precaution to prevent unreasonable interference with operations 

hereunder. No Working Interest Owner shall produce Unitized Substances through 

any such well d r i l l e d or operated by i t . I f any Working Interest Owner d r i l l s 

any such well into or through the Unitized Formation, the Unitized Formation 

shall be cased or otherwise protected in such a manner satisfactory to Working 

Interest Owners so that the Unitized Formation and the production of Unitized 

Substances w i l l not be adversely affected. After the effective date hereof, 

no wells shall be dually completed i n the Unit Area";to permit production of o i l 

from the Unitized Formation and another formation or formations within the same 

well bore, without the consent of a l l Working Interest Owners. 

ARTICLE 13 

TITLES 

13.1 Warranty and Indemnity. Each Working Interest Owner represents 



tr.d '..-arrants that i t io the- owner of the respective working interest cot forth 

opposite i t s name in Exhibit "D", and heresy agrees to indemnify and hold harm

less the other Working Interest Owners free: any loss due to failure, i n whole or 

in part, of i t s t i t l e to any such interest, except failure of t i t l e arising out 

of operations hereunder; provided, however, that such indemnity shall be limited 

to an amount equal to the net value that has been received from the sale or receipt 

of Unit Production attributed hereunder to the interest as to which t i t l e failed. 

Each fai l u r e of t i t l e w i l l be deemed to be effective, insofar as this Agreement 

is concerned, as of the f i r s t day of the calendar month in which such failure i s 

f i n a l l y determined and there shall be no retroactive adjustment of development and 

operating expenses, or retroactive allocation of Unitized Substances or the proceed 

therefrom, as a result of t i t l e f a i lure. 

13-2 Failure Because of Unit Operations. The failure of t i t l e to any 

working interest i n any tract by reason of Unit Operations, including nonproductior 

from such t r a c t , shall be treated as a joint loss of t i t l e by a l l Working Interest 

Owners and be shared in proportion to their respective Unit Participation Percenta-

and there shall be no re-adjustment i n Working Interest Owners Unit Participation 

by reason cf such fai l u r e . 

ARTICLE Ik 

LIABILITY, CLAIMS AH) SUITS 

14.1 Individual L i a b i l i t y . The duties, obligations, and l i a b i l i t i e s 

of Working Interest Owners shall be several and not j o i n t or collective; and 

nothing contained herein shall ever be construed as creating a partnership of any 

kind, j o i n t venture, or an association or trust between or among Working Interest 

Owners. •' 

ARTICLE 15 -

INTERZ-LAL REVENUE PROVISIONS 

15.1 Internal Revenue Provisions r Notwithstanding any provisions herei: 

- that the rights and liabilities of the parties hereunder are several and not joint 

or collective, or that this Agreement and the operations hereunder shall not 

constitute a partnership, i f for Federal Income Tax purposes this Agreement and 
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the operations hereunder are re-.a-c.cd as a parsr.ersi*.ip, then each cf the pa-ties 

hereto hereby elects tc be excluded frcr. the application cf a l l of the provisions 

of Subchapter K, Chapter 1, Subtitle A, of the Internal Revenue Codv of 1951*-, 

as permitted and authorised by Section Toi of said Cede and t h i regulation promul

gated thereunder.- Operator i s hereby authorised and directed to execute on behalf 

of each cf the parties hereto such evidence of this election as may be required 

by the Secretary of the Treasury of the United States or the Federal Internal 

Revenue Service, including specifically, but not by vay of limitation, a l l of the 

returns, statements, and the data required by Federal Regulations I.76I-I (a). 

Should there be any requirement that each party hereto further evidence this- elect: 

each parsy hereto agrees to execute such documents and furnish such other evidence, 

as may be required by the Federal Internal Revenue Service or as may be necessary 

to evidence this election. Each party hereto further agrees not to give any 

notices cr take any other action inconsistent with the election made hereby. I f 

any present or future income tax laws of the state or states i n which the property 

covered by this Agreement is located, or any future income tax law of the United 

States, contain, or shall thereafter contain, provisions similar to those container 

i n Subchapter K, Chapter 1, Subtitle A, of the Internal Revenue Code of 195^, 

under which an election similar to that provided by Section 761 of said Subchapter 

K is permitted, each of the parties hereto hereby makes such election cr agrees 

to make such election as may be permitted by such laws. In making this election, 

each of the parties hereto hereby states that the income derived by him from the-

operations under this Agreement can be adequately determined without the computa

tion of partnership taxable income. . • * 

ARTICLE 16 '•' 

NOTICES 

16.1 Notices. A l l notices required hereunder shall be in writing and 

shall be deemed to have bean properly .served when sent by mail or telegram to 

the address of the representative of each Working'Interest Owner as furnished 

t o Unit Operator i n accordance with Article h hereof. 
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17-1 Wlthd-.---r.il. No Working Interest Cvner-sha.il release or surrender 

any interest subject hereto. Each Working Interest Owner desiring to withdraw 

from this Agreement and the Unit Agreement, shall notify a l l other Wore king Interest 

Owners i n writing of such Working Interest Owner's election to withdraw, and each 

Working Interest Owner shall, within f i f t e e n (15) days, elect and notify i n writing 

the Working Interest Owner desiring to withdraw whether i t w i l l succeed to the 

interest of the Working Interest Owner giving notice cf I t s desire to withdraw. 

I f one ( l ) cr more Working Interest Owners desire.to succeed to such interest, 

the Working Interest Owner desiring to withdraw shall assign such interest t o those 

Working Interest Owners desiring to succeed thereto in the proportion that their 

respective Phase I I Unit Participation bears to the aggregate of the Phase I I Unit 

Participation of a l l Working Interest Owners desiring'to.succeed thereto, and Unit 

Operator shall, upon receipt of a certified copy of the instrument making such 

assignment, revise Exhibit "D" 'accordingly; provided, that upon delivery of said 

transfer, assignment or conveyance, the assignees, i n the rati o of the respective 

interests so acquired, shall pay to the assignor for i t s interest i n a l l j o i n t l y 

owned equipment, casing, and other personal property the f a i r salvage value thereof 

as estimated and fixed by Working Interest Owners i n accordance with Exhibit "E". 

After the date of delivery of the transfer, the withdrawing Working Interest Owner 

shall be relieved from a l l further obligations and l i a b i l i t y hereunder and under, 

the Unit Agreement, and the rights of such Woz'king Interest Owner hereunder and 

the Unit Agreement shall cease insofar as they existed by virtue of the interest 

transferred. 

ARTICLE 18 

ABANDONMENT OF WELLS 1 

18.1 Rights of Former Owners. I f Working Interest Owners decide to 

permanently abandon any well within the Unit Area prior to termination of the 

Unit Agreement, Unit Operator shall give written notice of' such fact to the Workin; 

Interest Owners of the tract on which such well is located and said Working Latere. 

Owners shall have the right and option for a period of ninety .(90) days after 
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•jyc o l such r.o__ee co not-ty Unic 0;.^rcc-- s j c.*.cir cLaction «co ssl;^ over enc 

c*.;n said v;eil and to deeper, or plug beck _-a_l so a formation oc.'.sr chen -he 

U.-.ici=ed Formation. Wichin tor. (IC) cay- as-or e;._d Working Interest Owners have 

n o t i f i e d Unit Operator of .-.'.-.cir d o i i r e so take-, over such w e l l , they shall pay 

to Unit Operator, for crecic so tho joins account of tha Working Interest Owners, 

th_ ...".aunt as estimated ond fixed by Working "inoeresc Owners to be the not salvage 

value of the equipment i n ond on saiu v.-eil excluding casing. At the soma time 

tha Working Interest Owners taking over the well s h a l l agree by l e t t e r addressed 

to Unit Operacor co e f f e c t i v e l y seal o f f and protect tha Unitized Formation, and 

at such time as the..wail is ready f o r abandonment, to plug and abandon the well 

i n a workmanlike manner in'accordance with applicable*laws. 

18.2 Plugging. In the event the Working Interest Owners of a Tract 

do not elect to take over a well located thereon which i s proposed for abandonment, 

Unit Operator sh a l l plug and abandon the we l l i n accordance with applicable laws 

and regulations, and the j o i n t account of the Working Interest Owners credited 

w i t h any net salvage realized. 

ARTICLE 19 

EFFECTIVE DATE AND TERM 

19.1 Effective Date. This Agreement s h a l l become ef f e c t i v e on the dace 

and at the time Unit Agreement becomes efreceive. 

19.2 Term. This Agreement shall continue, i n f u l l force and effect so-

long as she '-.'..it Agreement remains i n force and effect and thereafter u n t i l a i l 

Unit wells have been abandonee and plugged cr turned over to Working Interest 

Owners i n accordance with A r t i c l e 20 hereof, and a l l personal and real property 

acquired for the j o i n t account of Working Interest Owners has been disposed of 

by Unit Operator i n accordance with instructions of Working Interest Owners and 

there has been a f i n a l accounting. 

ARTICLE 20 -

ABANDONMENT 0? OPERATIONS 

20.1 Terming t i : ~. Upon termination of 'the unit Agreement, the following 

w i l l occur: 
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20.1.1 O i l ::~c C---s 7,ic'-:.v, O i l ar.c Gas Rights i a and co each 

separate Trace shall no lender be affected by t h i s Agreement, and thereafter the 

parties s h a l l be governed by the core3 and previsions of tha leases, contracts, 

and other instruments aff e c t i n g the separate erases. 

20.1.2 Right t ? 0 'sr.- - =. Working Incerast Omars of any such 

Tract desiring to take over and continue to e..rata a w a l l cr wells located 

tharcon may do so by payir.^ Unit Operator, for tha credit to the .joint account, 

the net salvage value of equipment excluding casing i n and on Cha well, and by 

agreeing to properly plug the wall at such time as i t i s abandoned. 

.20.1.3' Salvaging Wells. With respect Co a l l wells not Cakan over 

by Working Interest Owners, Unit Operator sh a l l at cha j o i n t expense of Working 

In t e r e s t Owners salvage as much of the casing and equipment i n or on such wells 

as can economically and reasonably be salvaged and shall cause the same to ba 

properly plugged and abandoned. 

20.1.4 Cost of Salvaging. Working Inter e s t Owners shall -hare the 

cost of salvaging, l i q u i d a t i o n , or other d i s t r i b u t i o n of assets and prcparcias 

used i n the deveiepment and operation of the Unit Area i n proporcicn cc t h e i r 

respective Phase I I Unit ?articipation„ 

ARTICLE 21 

COUNTERPART I I I Z . U T I C N 

21.1 S:--;cucion by Separate Counter:.-rts or R a t i f i c a t i o n s . This Agraa-

B!gat say be executed i n any r.uir.sar cf counterparts and each counterpart so executed 

s h a l l have cha same force and effect as an o r i g i n a l instrument and es i f a l l . of 

the partias to the aggregate counterparts had signed the same instrument; or aay 

-be r a t i f i e d by a cparate instrument i n w r i t i n g r e f e r r i n g to t h i s Agreement. Each 

-such r a t i f i c a t i o n s h a l l have the force and effect of an executed counterpart and 

of adopting by reference a l l of tha provisions hereof. » 

21.2 Recording. "for recording purposes, i n the o f f i c e of tha Regiea_r 

of Beads of L_s County, State of New Mexico, o r - i n any other governmental c i i i o a 

wherein, recording i s required, Unit Operator i s authorised to include i n one 

copy the signature sheets of a l l signed counterparts. 



22.1 Federal Power C: r.\ - .-.ic:-.. "his Agreement shall not bo construed 

to provide that any party ir, obligated t o represent any ether party hereto before 

the Federal Power Commission. 

22.2 Successors and Assigns. The terra and provisions hereof shall be 

covenants running with the lands and unitized leases covered hereby and shall be 

binding upon and inure to the benefit of the respective heirs, successors, and 

assigns of .. pas-ties hereto. 

IK WITNESS WHEREOF, the parties hereto have executed this Agreement upoi 

the respective dates indicated opposite the i r respective signatures. 

ATTEc 

rotary 

CITIES SERVICE OIL COMPANY 

•/ //•</'., / 
By. /•• 'y/'S-s'S 

Bate 
Vice rrasidon; 

ATTE£_ PHILLIPS PETEOLLuX CCMPAHY 

SHSLL OIL C0:.1?AN_-

By 

uate 
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C_; this day c f ._ , I v , . . . f o r . rr.o 
•v-rscraaily anacnrc.: , ic- '.•-io lc*iCw;-_ 
.0 the aer-sca doc c r i b - . - .... '.....c _:..-a._cau far; ; 'soar ias t rmacat , aad 
:.c':v«ovrlQdjj3 tact he w : : : - ; : . c am.-, as aa:; free- act c c i de-d. 

. I N V;:T:-:;_E£: V/:.::LV_:C71 : - . - . o »7:.:;.nd and :.f-i::od 
m y o f f i c i a l -jeai chc- aay aad year ia t h i - car . i f i ca tc abov:. v-ricca-n. 

M y Coram: , sic.:. Z-cpiraa: .Cdsary l 3ublic— 

S T A T U ) 

COUNTY J 

Ca this day a. a 19 , before rae 

pe r sona l ly appeared • , :z rae known 
tc 1. . dae person descr ibed ia aad who a::scucad cha fore^c iag iastrcaveat, and 
aclcaovv-Iodjas that he exacuted the same as his f r e e he. aad deed. 

'.i'.-< i?, I have hereunto set m y acrid aad a f f i l e d 
m y o f f i c i a l seal the day aad year ia this ce r t i f i ca te above v/r i . .aa . 

_v_y Cor.-.raissica l_:;piras; ISfccary L-ub.ic 

ST.-..T2 Z-'S />.>l.nd-^ • y 

J . .) SS 

u 
Ca this the /vv day c - ^ v ' ' - ^ - . / » ^ ' ^ d - l ' por rons l iy 

sp -e_rc : i V-V .J?/. — • — y . to rao a arc anally .v.own, 
\/aa a-3 i n ' ; by rae duly sworn did say cha: ne is the f"J;,_ 1" r a- s idem of 

Cd.. l l v . . i lx...::..d and that the seal af f ined to tha f a r e -
goia- instruraent ia the corpora-e seal of said corpora t ion , aad that said i n s t r u 
ment was signed and sealed ia bVnaii of• said ccrrsoratioa by authori ty cf its 
Ec-ard c f Zdr actors , and said V P - dZ/. ^ Z ^ - ^ ^ . ' t . . ^ . ^ / ackaowlodsas 
sa id Instruraeat to be tho f r e e acc aad deed of said -corporation. 

>. 
" I N V72TNSSS V J K Z ' i Z O J , I have hsrounto set aay hand r.:-.d aff ixed 

ray o f f i c i a l seal ' the day and year iv. -/his ce r t i f i ca t e abevs wr i t t en . -

~£.f Comnaission f-:rs:rca: - .^ctary Public 



™ y v ;—• n - r i i 

iOuikEASr Mil,JAM-.Ti L~'\_T 

•,-M-•--<-
o j ' . . . . . v. *S 

Working Interest Owner hi Tr.;.c* 
Perc.nr. ?.-.rt-;i^r.cion 
FllCSS 1 Ki*S-2 I I 

Ci t i e s Service O i l Company 

o 
9 

10 

.32472% 

, * ~. ̂  >• 

100.000000% 
100.000000% 

1.50575 
2.46955 
1.10559 

6.20170 
24.42975 
2.,40305 

2.610205 
3.SS2765 
1.441142 
24.030305 
7.699665 
9.136770 
2.381620 

T0TA1 53.8SI54 51.182472 

Phillips Petroleum Company 
L 0u . t/'Ot'COG /o 

24,744443s/. 

17.53425 13.101025 
'3,26420 
0.53451 

5.946690 
0,696728' 

TOTA 21.33296 24.744443 

Shall Oii Company 24.073085% O S o ,1 -• -
i O-.L'v. 's. ' 

24.26550 
0.677S25 

•13.395250 

TOTAL 24.78550 1--.07. 

UNIT TCT.-.L ioo.ocooo% i::.OGGOOO% 



See Amendment to Operating Agreement 
e f fec t ive January 1, 1973. 

i . — . - — . - n r r . j — — * 

1. Def in i t ions 
"Joint Property" shail mean the real and personal p.-opcrty _„bjoc: to the agreement to which this "Accounting Pro
cedure" ia attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the nor.operating parties, whether one or more. 
"Joint Account" shall mean the account showing tho c h a r s a r . d credits accruing because of tr.e Joint Operations 
and which are to be shared by the Parties. 
"Parties" shall mean Operator and Non-Operators. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean material which at the rime is so classified in the Material Classification Manual 
as most recently recommended by the Council of Petroleum Accountants Societies of North America. 

2. Conflict wi th Agreement 
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the agree
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control. 

3. Collective Action by Non-Operators 
Where an agreement or other action of Non-Operators is expressly required under this Accounting Procedure 
and i f the agreement to which this Accounting Procedure is attached contains no contrary provisions in regard 
thereto, the agreement or action of a majority in interest of the Non-Operators shail be controlling on all Non-
Operators. • ' 

4. Statements and Billings 
Operator shall b i l l Non-Operators on or before the last day cf each month for their proportionate share of costs and 
expenses, for the preceding month. Such bills wi l l be accompanied by statements reflecting the total charges . 
and credits as set forth under Subparagraph .0 below: 
A. Statement in detail of all charges and credits to the Joint Account. 
B. Statement of all charges and credits to the Joint Accov..:, summarized by appropriate classificatior.s indicative 

of the nature thereof. 
C. Statement of all charges and credits to the Joint Account summarized by appropriate classiiicaticr.s indicative 

of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed. 

5. Payment and Advances by Non-Operators 
Each Non-Operator -hail pay its proportion of all such bills within fifteen (15) aays after receipt thereof. I f pay
ment is not made within such time, the unpaid balance shall bear interest at the rate of £^-JZ33ZZ:2SgZSl per 
annum unti l paid. ^ e i g h t p e r cenr (S%) 

6. Adjustments "~ 
Payment of any such bills shall not prejudice the right of any Non-Operators to pretest or question t h l correctness 
thereof; provided however, all bills and statements rendered to. Non-Operators by Operator during ;:.;y calendar 
year shall concasivcly be presumed to be true and correct after twenty-fcur (2-1) months following th.? end of any 
such calendar year, unless within the said twenty-four (2-i) month period a Nor.-Cperatcr takes writ -:on excep
tion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator sha.l be made 
unless it is made within the same prescribed period. The provisions of this paragraph shall not prev.nt adjust
ments resulting from a physical inventory oi the Joint Property as provided for in Section V I I 

7. Audits 
A Non-Operator, upon notice in writing to Ope.--... and ail other Non-Operators, shall have -he r:;,::t to audit 
Operator's accounts and records relating . . .he accounting hereunder for any calendar year within the .wenty-four 
(24) month pc-. iod following the end o.' sac; calendar year; .-.rovided however, the making z l ar. audit .-:hail not ex
tend the time .'o.- the taking of written exception tc and tha adjustment of accounts as rev lace, ior ;."?aragraph 
6 of this Section I . Where there are two or mere Ncn-Oporators. the Non-Operators shid! make ever., reasonable 
effort to conduct joint or simultaneous audits in a manner which w i l l result in a minimum of inconvenience to 
the Operator. 

II. C::A3G2S ' •• 

' Subject tc ii.nitaticns hereinafter prescribed, Operator shall charge ihe Joint Account with tha £©£..• ring items: 

1'. Rentals and Royalties 
Delay or other rentals and royalties when such rentals and royalties are--paid by Operator for the Jait t Account 
of the Parties. # i 

2. Labor 
A. Salaries and wases rf Operator's employees directly engaged on the Joint Property in the conduc. the 7o!-t 

Operations, exciuchtg, however, engineers, geologists and other technical employees, weaiior en:iloyod by 
Operator or a contractor." • J J . 

B. Ope ".'.tor's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to the 
employees whose salaries and w.-.ges are chargeable to the Joint Account under Paragraph 2A of this Section I I 
and Paragraph 1 of Section I I I ; except that in the case of those employees only' a pro rata port:.-.-, of whose 
salaries and wages arc chargeable to the ','oint Account under Paragraph 1 of Section I I I , not more than the same 
pro rata pi/.-tion of the benefits and allowances herein provided for shall be charged to the Joint Account Cost 
undt-r this Paragraph 23 may I:c charged on a "when and as paid basis" or by "percentage assessment" on the 
amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this St-ctior. I I and Para
graph 1 of Section I I I . I f percentage assess:..ent is used, the rate shall be based on the Operator's cos: experienca. 

C. ^Expenditures or contributions m.-.vi. pursuant to assessments imposed by governmental authority which are ap
plicable io Operator's labor CC.M oi salaries and wages chargeable to the Joint Account under Paragraphs 2A 
and 2B of this. Section I I and Paragraph 1 of Section I I I . 

D. Itcasonablc personal expenses of those err.?!:,; oes whose salaries and wages are chargeable to the Joint Account 
under Paragraph 2A of Lhis Section I I and for which expenses the employees r.ro reimbursed under Operator's 
usual oractice. 



Said fixed rate (Laaii) (shail not) include salaries ana expenses of ..renation fcrsmsn. 

5. Application or Administrative Overhead or Combine.. j i : : ^ _ L.a::.s 
The following limitations, instructions and charts shall app.y In the application of tho per wall rates as provide: 
under either Paragraph 2 or Paragraph * of this £Le:ion I I ' : : 
A. Charges for drilling wells shall begin on the date such ./ell spudded and tsrminate on the date tho drilling c: 

completion rig is released, whichever is later, ctx-cp: tn;.; no charge shall be made during the suspension o 
drilling operations for fifteen (15) or mere iicr.uocutive days. 

E. The status of welis shall be as follows: 
(1) Producing gas wells, injection welis for recovery operations, water supply wells utilize- for water floodinr 

operations and salt water disposal v/eiis shall be ccr.hasrcd the same as producing •'.'/alls. 
(2) Wells permanently shut down but cr. which piugg.ng operations are deferred shall be dropped from the 

well schedule ai the time the shutdown is effected. When such a we1! is plugged a chares shall -be mace 
at the producing well rates. 

(3) Wells being plugged back, drilled deeper, converted to a source or input well, cr which are undergoing any 
type of workover thai requires the use c: a drilling cr workover rig shall be considered, the same as dril l ini 
wells. 

(4) Temporarily shut-down wel ls , iv i l ch a.-i not produce.! or worked upon for a pcrTod of a f u l l calendar r.-.or.th, s h - l l 

determining the charges hereunder for such ir.or.th i : said w e l l : contribute allowable production that is i 

such month from one or more other Unit wells as z r : = u l : , , f allcvabte transfe.', inclusion ir. a unit uUowab'.c c- i 

but the total shut-in well count u'.-.a'.l be l imited to t;-.e rr.iT.irrfum nuraber of shut-in wel ls necessary to p.-oviC "..-.o contributed allow* 

able actually produced during such raonth. 

(5) Gas wells shall be included in the well schedule if directly connected to a penr.ar.~r.. sales outlet ever, 
though temporarily shut in due to overproduction cr failure of purchaser to take the _.;swea production. 

(6) Wells completed in multiple horizons, in which the production is not commingled dev. ;-. '.tola, shall be con
sidered as a producing well for each separately producing horizon. 

C. The well rates shall apply to the total number cf wells being drilled or operated under tha agreement to which 
this Accounting Procedure is attached, irrespective cf individual leases. 

D. The well rates shall be adjusted on the first day of April of each year following tho effective date of the agree
ment to which this Accounting Prceeaurc is attached. The adjustment shall ba computed by r.tLtiplyins the 
rate currently in use by the percentage increase cr decrease in tho average weekly earnings sr Craas Petroleum 
ar.d Gas Production Workers for the las: calendar year compared to the preceding calendar year as shown by 
"Thelr.de:-: cr Avars.sa Weekly learnings of Grace Petroleum and Gas Production Worker--' ss putlished by tha 
United States Department of Labor, Bureau cf Labor Ltatistics. Tha adjusted mes shall ";e the rates currently 
ir. v.:e, plus cr rr.ir.ui the computed adjustment, 

G. Fcr aha construction of camr-rassor plants, water stations; secondary recovery systems, salt vater ahpcsal facili
ties, and other such pro; ;:;; , as aisiinguished from the mora usual drilling and producing a:or£.:.sr.s, Operator 
ir. addition to the Adr.a ;trat:ve Overhead or Combined L;::ed F.ates provided for in Paragraph a er.d 4 of this 
Sactior. I I , shail charge the Joint .Account with an additional overhead charge as follows: 
A. ToUi cost less than ;.25,0CC, no charge. 
Z. Total cost more than ^iS.w.'. but less than $100,000, — % ox total cost. 
C. Total cost or SIC-O.CDO cr mcre_JL_% of the first 21GC.C0-: -plus _JL_% cf ail ever '.-100;CCv of -... .al cost. 

• Total cost shall mean tne total gross cost cf any one project. Lor the purpose cf this Paragraph the cs.v.panent parts 
of a single project shall not be treated separately ana the oe./t cr arLihtg wells shall be e::clud«.d. 

7. The specific rates provided fcr in this Section " I I may be cr.:a.i£ad from time to time by mutual agresment between 
the Parties hereto it, in practice, the rates are sound to be insufficient cr excessive. 

IV. 3A3SS OF C-L IL 020 L'3 JOINT ACCO'UICT 
Subject to the further provisions of this Section IV, Operator ' . / i l l procure all-Material and services for tha Joint Prop
erty. At the Operator's option, Non-Operator may supply Material or services for tha Joint Property. 

1. Purchases 
' Material purchased and service procured shall ba charged at tha price paid by Operator aftar deduct.sr. o* all dis
counts actually received. 

2. Material f in i shed from-Operator's v7uri:tor.:»e or Olher Properties "r 

. A. Now Material (Condition "A") ' 5 
(1) Tu'sular r.cods, two inch (2") and over,"shall be prised on Zastom Mil l base ( i . e. Youngsiown, Ohio; Lorain, 

Oh'. •: ar.a Ir.diana Harbor, Indiana) on a minimum carload basis eff active at date of movement and f. o. b. 
rat. ay receiving point nearest tha Joint Property, regardless of quantity. In equal, i hauling charges, 
Ope - .0; is permitted to include ten cants (10c) par hundr.a-weight cr. ail tubular goods furnished frorr. 
his ..oc::s in lieu of loading and unloading costs sustained. 

(2) Other Material shall bo priced at tha current replacement cost of tha same kind of Mate.vel, effective at date 
of movement ana f. o. b. the supply store or railway receiving point nearest the Joint Property where 
Material cf the same kind is Liable. 

(3) Too Joint Account shall not be credited with cash discounts applicable to prices provided for ir. this Para
graph 2 cc Section IV. 

B. Usac Material (Condition "3" and "C") 
(1) Material in sound and serviceable condition and suitable for reuse without reconditioning, shall be classified 

as Condition "5" and priced at .-: .ve:v.y-five percent (75%) of the currant price cf nev; Material. 
(2) Material which cannot be classified as Condition "3" but which, 

(a) After reconditioning wil l bo further serviceable for original function as gocd .eeondhand Materia; 
(Condition "3") , or 

(b) Is serviceable for original function but substantially not suitable for racor.ditiea.r.g, shail.be classifi
ed as .ondition "C" and priced at f i f ty percent (50%) of current naw price. 

(••'< OLaoleaa . ...teria'i or Material which cannot be classif ied as Condition "3" or'Condition "C? shall ba priced 
zx a. value commensurate v.-ith its use. Material no longer suitable for its original purpose but usable for 
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..as no car.:."';, ;'..e Operate:* 
cc. •. incurve ::. procurm j such Met 

m rr.;.l....:: :. sui.abi:.- Mr u.e. ...aa in .v.sv.r.-; .1 io .he a' "r:jp..-r.y, provided, that :.o:ice in writir. . : 
•.'u.-.-.i. .v.;i : . Ncn-C.-jrators M the • ..va cnurae prior .c . L i . . . : ; r.'ort-Opern.ors for such Malarial, '."ach \<: 
Op.-:\-.;r,r . . M hr.v.- -ha ri .ml, by so c.eciir." arte, r .si ifyi: . . ; C.-.crater vri.M.n ;J cays after receivir.-; notice iy. 
Operator, to furr... .cind or part oi h;s share o:' sncn Mnteiaai i;;:iuMia for use and acceptable to Operator. 

•J. Warranty cf Materia; Purr.iaha;! by Operr.air ' • 
Operator a. ..; not warrant the Material furnished. In case of defective Malarial, credit shall not be passed to :. 
Join: Account until adjustment a.as been received by Operator from the manufacturers or their agents. 

3. -Ivya. iic.it an.l Pacihtles Furnished by Operator 
A. Operator shall charge the Joint Accoun; far u : o : ' • •.---.-ip.-r.oni and faoililio.: at rate:: commensurate with cost 

owners.-.ip and c. a-ration. Such rates shall include aa;,. of maintenance, repairs, other operating expense, 1. 
sursnco, taxes, depreciation ana interest on investment not to exceed six par cent (6%) per annum, provic. 
such rates sh-il not exceed those currently prevailing in the immediate area within which the Joint Property 
located. Rates for automotive equipment shail generally be in line with the schedule of rates adopted by -.; 
Petroleum Motor Transport Association, or sc.ne ot.-...r recognized organization, as rocommcded uniform charg 

. against Joint Pro party operations. Race.-, for .r.bora.sry s.-rviees shail not exceed those currently prevailing 
performed by cuisidc service iabcratar:as. IMtos for tr ;, tractors and well service units may include wa., 
and expenses o: operator. 

B. Whenever rcquostoc, Operator shail in."c.. a'sn-Operstcrs :n advance of the rates i t proposes to charge.- -« 
C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient. 

v . iM-iPCaAL O P : . : A I : Z : : : A L . 
The Operator may purchase, but shali be under no obligation to purchase, interest of Non-Operators in surplus Cor.ci 
tion " A " or " B " Material, t h e disposition of surplus Controllable Material, not purchased by Operator, shall be subje. 
to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulation's of jur. 

" scrap Material either by transfer cr sale from .he Join: Property. 
Material Purchised by :.:e Operator or l\o:t-Cpcraters 
Material purchased by either the Operator or Non-Operators shall be credited by tha Operator to the Joint Accour. 
for tha montn in which the Material is removed by the purchaser. 
Division in '.asci 
Division of Material in kind, i f made between Operator and Non-Operators, shall be ir. proportion to.the rcspectiv 
interest-in such Material. The Parties w i l l thereupon he charged individually with tne value- of the Material re 
ccived or receivable. Proper credits shali be made by the Operator in the monthly statement of operations. 
Sales Outsiders 
Sales to outsiders cf Material from '.he Joint Property shall be credited by' Operator to the Joint Account at the r.s 
amount collected by Operator from vendee. Any claim by vendee related to such sale shall be charged back to th 
Joint Account i f and. when paid by Operator. 

71. -3ASI3 CP P1MC1NG MA_a!31'AL TLANSPZIMISD FIMOM JC2NS ACCM-IN? 
Materia: pur-hssad by cither Operator cr Non-Operators cr divided in hind, unless otherv.asj agreed to 
Cperatsr an. Non-Operators shali ba priced on toe fcharrh..; basis: 
New .-rice .lefir.-.d 
New price aa used in this Section V l shail ba tha price specified for New Material in Section IV. 
New .. .'-tela:.: 
New Mvterial (Condition " A " l , being ;-.ew Material procured for the Joint Property 'cut never used, at one hundrcc 
per cer.t (10s%) of current -new price (plus sales tax i f any). 
Gem -Led Maiaria. 
Good used Material 'Condition " 3 " ) , being used Material in sound and serviceable condition, suitable for rousi 
w i t . ; : . , .ecsndhijning: 
A . A : s-vcn.y-hve per cent (75%) of current nev.* price i f Material was charged to Joint Accour.; as new, or 
2 . At .,h:ty- arc per cent (S5%) of current new prica i f Material v/as originally charged to the J. t t Account a. 

secondhand ac seventy-five ..erceni (75%) of new price. 
Gd-~~ ":-sad 1 ..'.-.ta-i-lai 
Used M_;eria. (Condition "C") , at f i f t y per cent (50%) of current new price, being used l.._:ariai which: 
A. Is not in - sand and serviceable condition but suitable for reuse after reconditioning, or 
B . Is .:swices'_la fcr original function but not suitabia fc r reconditioning. 

..:r 1.'.':.•; e-ial , 
(Ca .ration " I i " ) , no longer suitabia for its original purpose without excessive repair -cost but usable fo: 

Purpose at a price comparable wi th that c i items normally used for such other purpose. 

(Condition "2" ) , being obsolete and scrap Material, at prevailing prices. 
J . Tear: -rarity 'Used Material ' • 

When tho use of Material is temporary and its service to the Joint Property does not just ify the reduction in price a: 
provh.ea for :n Paragraph S 3 of this Section V I , such Material shall ba priced on a basis that w i l l leave a net charge 
tote;- Joint Account consistent wi th the value of the service rendered. 

V I I . INVSN'aOlsMlS £ 
The Operator shall maintain detailed records of Material generally considereS controllable by the Industry. 

1. ParMaie Inventories, Nciics' and itcnrcscntaiiori 
A l reasonable intervals, inventories shall be tahen by Operator of the Joint Account Material, which shall include 
a l l such Material as is ordinarily considered controllable. Written notice of intention to take inventory shall be 
given by Operator at least thir ty (30) days before any inventory is to begin so that Non-Operators may be repre
sented when any inventory is taken. Failure cf Non-Operators to ba represented at an inventory shall bind Non-
Operaiors to accept the inventory taken by Operator, who shall in that event furnish Non-01eratcrs with a copy 
thereof. 

Z. Sasoaclliatlen ar.d Adjustment of Inventories 
Reconciliation of inventory v i l h charges to the Joint Account shall be mada, and a list of overages and shortages 
shall be joint ly determined by Operator and Non-Oparatcrs. Inventory adjustments shall be mac:- by Operator 
wi th the Joint Account for overages and shortages, but Operator shall be held accountable ;o Non-.. orator only 
for shortages r'r.-.e to lack ox rcasonabie diligence. 

2. Special Sir. c.;.:a '.es 
Special inventories may be taken whenever there is any sale or change of interest in tho Joint Property. I t shall be 
the duty cf the party selling to no..: y all other Parties as cuickly as possible after the transfer of interest takes 
place. In such cases, both the seller and the r-rchsser shall be governed by such inventory. 
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UNIT A G R E E M E N T 

FOR THE D E V E L O P M E N T AND OPERATION OF T H E 

SOUTHEAST M A L J A M A R GRAYBURG-SAN ANDRES UNIT 

M A L J A M A R F I E L D 

L E A COUNTY, NEW M E X I C O 

NO. 

THIS A G R E E M E N T , entered into this 2nd day of May , 

19 66 > by and between the par t ies subscr ib ing , r a t i f y i n g or consenting hereto, 

and he re in r e f e r r e d to as "part ies here to" , 

WITNESSETH: 

WHEREAS, the par t ies hereto are the owners of w o r k i n g , roya l ty 

or other o i l or gas interests in the Uni t Area subject to this agreement and 

WHEREAS, the Commiss ioner of Publ ic Lands of the State of New 

Mexico is author ized by an A c t of the Leg i s l a tu re (Sec. 7-11-39> N . M . S . 

1953 Anno) to consent to or approve this agreement on behalf of the State of 

New Mexico , insofar as i t covers and includes lands and m i n e r a l interests 

of the State of New Mexico ; and 

WHEREAS, the Commiss ioner of Publ ic Lands of the State of 

New Mexico is author ized by an A c t of the Leg i s l a tu re (Sec. 7-11 - 4 1 , N . M . S. 

1953 Anno) to amend w i t h the approval of the lessee, any o i l and gas lease 

embracing State lands so that the length of the t e r m of said lease may coin

cide wi th the t e r m of such uni t ized development and operat ion of State lands; 

and 

WHEREAS, the O i l Conservation Commiss ion of the State of New 

Mexico is author ized by law (Sec. 65-3-14, N . M . S . 1953 Anno) to approve 

this agreement, and the conservat ion provis ions hereof; and 

WHEREAS, the M i n e r a l Leasing A c t of Feb rua ry 25, 1920 

(41 Stat. 437, as amended 30 U . S. C. Sections 181, et seq. ) authorizes 

Federa l lessees and thei r representat ives to unite w i th each other or j o i n t l y 

or separately wi th others in co l l ec t ive ly adopting and operat ing a unit plan of 
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development or operat ion of any o i l or gas pool , f i e l d or l i k e area or any 

par t thereof f o r the purpose of m o r e p r o p e r l y conserving the na tura l r e 

sources thereof whenever determined and c e r t i f i e d by the Secre tary of the 

In te r ior to be necessary or advisable i n the publ ic in teres t ; and 

WHEREAS, the par t ies hereto hold su f f i c i en t in teres ts in the 

Southeast M a l j a m a r Grayburg-San Andres Uni t covering the land h e r e i n 

af ter described to give reasonably ef fec t ive cont ro l of operat ion there in ; 

and 

WHEREAS, i t is the purpose of the par t ies here to , to inst i tute 

and consummate secondary recovery operat ions , pressure maintenance 

or other r ecove ry p r o g r a m , to conserve na tu ra l resources , to prevent 

waste and secure other benefits obtainable through development and operat ion 

of the Uni t A r e a subject to this agreement under the t e r m s , conditions and 

l imi t a t ions h e r e i n set f o r t h . 

NOW, T H E R E F O R E , in considerat ion of the premises and the 

promises he re in contained, the par t ies hereto commi t to this agreement 

their respect ive interes ts i n the Uni t i zed Fo rma t ion as defined under ly ing 

the below defined Unit A r e a , and agree severa l ly among themselves as 

fo l l ows : 

A R T I C L E 1 . E N A B L I N G A C T A N D REGULATIONS. The M i n e r a l 

Leasing A c t of Feb rua ry 25, 1920, as amended, supra, and a l l v a l i d p e r t i 

nent regula t ions , including operat ing and unit plan regula t ions , he re to fore 

issued thereunder and v a l i d , per t inent and reasonable regulat ions hereaf te r 

issued thereunder are accepted and made a pa r t of this agreement as to 

Federal lands, p rov ided such regulations are not inconsistent w i th the t e rms 

of the agreement; and as to non-Federa l lands, the o i l and gas operat ing r e g 

ulations i n e f fec t as of the e f fec t ive date hereof governing d r i l l i n g and produc

ing operat ions , not inconsistent wi th the t e rms hereof or the laws of the State 

of New Mex ico , are hereby accepted and made a par t of this agreement . 



A R T I C L E 2. UNIT A R E A A N D DEFINITIONS. The area depicted 

on Exhibi t " A " and descr ibed by t racts in Exhib i t " B " attached hereto is he re 

by designated and recognized as const i tut ing the Unit A r e a , containing 1, 080 

acres, more or less , in Lea County, New Mex ico . 

As used i n this Agreement , the fo l lowing t e rms set out shal l have 

the fo l lowing meaning. 

2 .1 "Uni t A r e a " is defined as those lands spec i f ied on Exhib i t " A " 

hereof. 

2 .2 "Land Commiss ione r " shal l mean the Commiss ioner of Pub

l i c lands of the State of New Mex ico . 

2.3 " C o m m i s s i o n " shal l mean the Oi l Conservat ion Commiss ion 

of the State of New Mex ico . 

2 .4 "Secre tary" shal l mean the Secretary of the I n t e r i o r of the 

United States of A m e r i c a . 

2. 5 "Depar tment" sha l l mean the Department of the I n t e r i o r of 

the United States of A m e r i c a . 

2 .6 " D i r e c t o r " shal l mean the D i r e c t o r of the Uni ted States Geo

log ica l Survey. 

2 .7 "Supervisor 1 1 shal l mean the Oi l and Gas Supervisor of the 

United States Geological Survey f o r the reg ion in which the Uni t A r e a is 

s i tuated. 

2 .8 "Uni t i zed F o r m a t i o n " shal l mean the s t r a t ig raph ic i n t e rva l 

under ly ing the Unit A r e a , as to Trac ts qua l i f i ed under A r t i c l e 5, extending 

f r o m the top of the Grayburg Fo rma t ion down to and including a depth of one 

hundred feet (100') below the top of the San Andres f o r m a t i o n , said f o r m a t i o n 

tops being encountered at depths of 4022 feet and 4360 feet , respec t ive ly , as 

r e f l e c t e d on the Lane Wells Gamma Ray-Neu t ron Log run December 1 0, 1957, 

i n the Pennzoi l ( o r i g i n a l l y Zapata) P h i l l i p s State No. 2 w e l l located 1980 feet 

f r o m the South l ine and 660 feet f r o m the West l ine of Section 28, T-17S, 





2.9 "Uni t ized Land" shal l mean that pa r t of the Uni t A r e a com

mi t t ed to this Agreement as to the Uni t i zed Fo rma t ion and qua l i f i ed under 

A r t i c l e 5. 

2.10 "Uni t ized Substances 1 1 means a l l o i l , gas, gaseous sub

stances, sulphur contained i n gas, condensate, d i s t i l l a t e and a l l associated 

and constituent l i q u i d or l iquef iab le hydrocarbons w i t h i n or produced f r o m 

the Uni t ized Land . 

2 .11 "Work ing In te res t" means an interest in Uni t i zed Substances 

by v i r tue of a lease, operat ing agreement, fee t i t l e , or o therwise , including 

a c a r r i e d in te res t , which in teres t is chargeable wi th and obl igated to pay or 

bear, either i n cash or out of product ion or o therwise , a l l or a p o r t i o n of the 

cost of d r i l l i n g , developing, producing, and operat ing the Uni t i zed Fo rma t ion . 

Any in teres t in Uni t i zed Substances which is a Work ing Interes t as of the date 

the owner thereof executes or r a t i f i e s this agreement shal l the reaf te r be 

t reated as a W o r k i n g In teres t f o r a l l purposes of this agreement . 

2.12 "Work ing In teres t Owner" shal l mean a pa r ty who owns a 

Work ing In teres t . The owner of o i l and gas r ights that are f r e e of lease or 

other ins t ruments conveying the W o r k i n g Interes t to another, shal l be r ega rd 

ed as a Work ing Interes t Owner to the extent of 7/8 of his w o r k i n g in teres t in 

Uni t ized Substances and as a Royal ty Owner wi th respect to the r emain ing 

1/8 in teres t the re in . 

2.13 "Royalty In te res t " shal l mean a r i gh t to or in teres t in any 

p o r t i o n of the Uni t i zed Substances or proceeds thereof , other than a W o r k i n g 

In teres t . 

2 .14 "Royal ty Owner" shal l mean a pa r ty hereto who owns a 

Royal ty In teres t . 

2. 15 "T rac t P a r t i c i p a t i o n " sha l l mean that percentage of Uni t i zed 

Substances a l located to a t r ac t commi t t ed to this Agreement and which is based 

upon the f o r m u l a as set f o r t h in A r t i c l e 12 of this Agreement . 

2.16 "Phase I " sha l l mean the producing pe r iod of t ime beginning 

wi th the e f fec t ive date hereof , and continuing un t i l 7 o ' c lock a . m . on the f i r s t 
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day of the calendar month a f t e r 463, 389 ba r re l s of o i l have been produced 

subsequent to June 30, 1964. For the purposes of de te rmin ing ba r re l s of 

o i l produced hereunder, operators 1 month ly r epor t s , F o r m C-115, f i l e d 

wi th the New Mexico O i l Conservation Commiss ion shal l be deemed the con

t r o l l i n g evidence. The percentage pa r t i c ipa t ion f o r each t r ac t dur ing Phase I 

is shown on Exh ib i t "C" attached here to . 

2.17 "Phase I I " shal l mean the producing pe r iod commencing i m 

mediately on the expi ra t ion of Phase I and continuing thereater dur ing the 

remaining t e r m of this Agreement . The percentage pa r t i c ipa t i on f o r each 

t rac t dur ing Phase I I is shown on Exhib i t " C " attached here to . 

2.18 "Vot ing In te res t" of each Work ing In teres t Owner shal l mean 

the sum of the percentages obtained by m u l t i p l i n g such Work ing Interest Own

ers 1 Work ing Interest in each t r ac t by the T r a c t P a r t i c i p a t i o n of such t r ac t as 

designated i n Phase I I . 

2. 19 "Uni t P a r t i c i p a t i o n " of each Work ing Interest Owner means 

the sum of the percentages obtained by m u l t i p l i n g the W o r k i n g Interest of 

such Work ing In teres t Owner i n each T r a c t by the T r a c t P a r t i c i p a t i o n of such 

T r a c t . 

2 .20 "Uni t Operat ing Agreement" shal l mean the Agreement en

t i t l e d "Uni t Operat ing Agreement , Southeast M a l j a m a r Grayburg-San Andres 

Uni t , M a l j a m a r F i e l d , Lea County, New M e x i c o " of the same ef fec t ive date 

as the e f fec t ive date of this Agreement and executed by and between the W o r k 

ing Interes t Owners who are Par t ies to this Agreement and any amendment 

thereof. 

2 .21 "Uni t Opera to r" shal l mean the Work ing In teres t Owner des

ignated in this Agreement to develop and operate the Uni t i zed F o r m a t i o n . The 

rights delegated to the Uni t Operator as such by this Agreement are not to be 

regarded as a W o r k i n g In teres t . 

2 .22 "Uni t Manager" shal l mean that person or co rpora t ion appointed 

by the W o r k i n g Interes t Owners to p e r f o r m the duties of the Un i t Operator un t i l 

the select ion and q u a l i f i c a t i o n of a successor Uni t Opera tor , as p rov ided f o r i n 

A r t i c l e 7 hereof . 
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2.23 "Uni t Operat ions" shal l mean a l l operations conducted by Unit 

Operator pursuant to this Agreement and the Uni t Operat ing Agreement fo r or 

on account of the development and operat ion of the Unit A r e a f o r the product ion 

of Uni t ized Substances. 

2. 24 "Uni t Equipment" shal l mean a l l personal p rope r ty , lease and 

we l l equipment, plants and other f a c i l i t i e s and equipment taken over or o ther

wise acquired f o r the j o in t account f o r use in Uni t Operat ions. 

2.25 "Uni t Expense" shal l mean a l l costs, expenses, or indebted

ness i ncu r r ed by Work ing In teres t Owners or Uni t Operator pursuant to this 

Agreement and the Unit Operating Agreement fo r or on account of Unit Opera

t ions. 

2.26 "Outside Substances" shal l mean a l l substances obtained f r o m 

any source other than the Uni t ized Fo rma t ion and which are in jec ted into the 

Uni t ized F o r m a t i o n . 

A R T I C L E 3. EXHIBITS AND E N L A R G E M E N T O F UNIT A R E A 

3. 1 Exh ib i t " A " , attached hereto , is a map showing, in addit ion to 

the boundary of the Unit A r e a , the boundaries and ident i ty of t rac ts and leases 

in the Unit A r e a to the extent known to the Uni t Opera tor . The var ious t r ac t s , 

as shown on Exhib i t " A " , may be r e f e r r e d to by the number contained in the 

c i r c l e on each t r ac t . Exh ib i t " B " , attached hereto , is a schedule showing to 

the extent known to the Uni t Operator the acreage, percentage, and k ind of 

ownership of o i l and gas interests in a l l land in the Uni t A r e a . Exh ib i t " C " 

attached hereto, is a schedule of the T r a c t P a r t i c i p a t i o n of each t r a c t dur ing 

Phase I and Phase I I , upon a presumed 100% commi tmen t , Nothing here in or 

in said Exhibi ts shal l be construed as a representa t ion by any pa r ty hereto as 

to the ownership of any in teres t other than such in teres t or interests as are 

shown in said Exhibi ts as owned by such pa r ty . 

3.2 "Exhibi ts Considered C o r r e c t " . A n Exh ib i t shal l be considered 

to be co r r ec t u n t i l r ev i sed as he re in p rov ided . 

3.3 "Revis ion of E x h i b i t s " . Exhibi ts " A " , " B " , and " C " shal l be 

rev i sed by the Uni t Operator whenever per t inent changes render such r ev i s ion 

necessary, or when requested by the Land Commiss ioner or Supervisor . 



I ! 
3 ' ] I J 

3.4 "Cor r ec t i on of E r r o r s " . I t is hereby agreed by a l l par t ies to 

this Agreement that Uni t Operator is empowered to co r r ec t any mathemat ica l 

or c l e r i c a l e r r o r s which may exist in the per t inent exhibits to this Agreement ; 

provided, however , that co r r ec t i on of any e r r o r other than mathemat ica l or 

c l e r i ca l shal l be made by Unit Operator only a f t e r f i r s t having obta ined appro

val of Work ing In teres t Owners , the Land Commiss ioner and the Supervisor . 

3.5 " F i l i n g of E x h i b i t s " . When any Exh ib i t , or any revis ions 

thereof, is r ev i sed pursuant to this Agreement , Uni t Operator shal l c e r t i f y 

and f i l e such Exh ib i t s , or any revis ions thereof , f o r r e c o r d i n the County or 

Counties i n which this Agreement is fiLed and shal l f i l e at least two (2) copies 

wi th the Land Commiss ioner and not less than six (6) copies thereof wi th the 

Supervisor . 

3.6 "Enlargement of Uni t A r e a " . The Uni t A r e a may , w i th the 

approval of W o r k i n g Interest Owners of not less than eighty percent (80%) 

of the Vot ing Interes t and the approval of the Land Commiss ioner and the 

fl UDir ector , be enlarged to include there in any addi t ional t r a c t or t racts when

ever such expansion is necessary or advisable to con fo rm wi th the purposes 

of this Agreement and the Unit Operator , ac t ing on behalf of, and wi th such 

approval of the W o r k i n g In teres t Owners as p rov ided in the Uni t Operat ing 

Agreement , has negotiated an agreement or agreements wi th the owners of P°*^ 1 T . 

fa*0'11 X-
such t r ac t or t rac ts commi t t i ng such owners to this Agreement and to the 

Unit Operat ing Agreement . Upon such approved enlargement, the T r a c t 

Pa r t i c ipa t i on of a l l commi t t ed t rac ts shal l be adjusted and Exhibi ts " A " , 

" B " and " C " shal l be r ev i sed to confo rm there to . 

Any enlargement of the Uni t A r e a shal l be af fec ted i n the fo l lowing 

manner : 

(a) Uni t Opera tor , a f te r p r e l i m i n a r y concurrence by the Land 

Commiss ioner and the D i r e c t o r , shal l prepare a notice of p r o 

posed enlargement descr ib ing the contemplated changes i n the 



boundaries of the Uni t A r e a , the reasons t he r e fo r , the proposed 

ef fec t ive date thereof , p r e f e r a b l y 7 o 'c lock a . m . of the f i r s t day 

of the month subsequent to the date of not ice . 

(b) Said notice shal l be de l ivered to the Land Commiss ioner , the 

Supervisor and copies thereof ma i l ed to the las t known address of 

are a f fec ted , set t ing out the basis fo r admiss ion , the Uni t P a r t i c i 

pation to be assigned to such t r ac t or t r a c t s , and other per t inent 

data, advis ing that t h i r t y (30) days w i l l be a l lowed fo r submission 

to the Uni t Operator of any object ions . 

(c) Upon exp i ra t ion of the 30-day pe r iod p rov ided in the preceding 

section (b) hereof , Uni t Operator shal l f i l e wi th the Land C o m m i s 

s ioner , Supervisor , and the Commiss ion evidence of m a i l i n g of the 

notice of enlargement , evidence of consent by not less than eighty 

percent (80%) of the Voting Interes t of Work ing In teres t Owners and 

a copy of any objections thereto which have been f i l e d w i t h the Unit 

Opera tor , together w i t h an appl ica t ion i n s u f f i c i e n t number f o r 

approval of such enlargement, appropr ia te j o i n d e r s , and such other 

i n f o r m a t i o n as may be necessary to show that the lands to be added 

to the Uni t A r e a have qua l i f i ed under A r t i c l e s 5 and 33. 

(d) A f t e r due considerat ion of a l l per t inent i n f o r m a t i o n the enlarge

ment sha l l , upon approval by the Land Commiss ione r , the D i r e c t o r , 

and the Commiss ion , become ef fec t ive as of the date p r e s c r i b e d i n 

the notice thereof . 

A R T I C L E 4. U N I T I Z E D L A N D A N D U N I T I Z E D SUBSTANCES 

4. 1 A l l land commi t t ed to this agreement as to the Uni t i zed F o r m a 

t ion shal l constitute land r e f e r r e d to he re in as "uni t ized l a n d " or "land subject 

to this agreement . " A l l o i l and gas i n said Uni t i zed F o r m a t i o n of the Uni t i zed 

Land are uni t ized under the t e rms of this agreement and h e r e i n are cal led 

"Uni t ized Substances". 

each Work ing Interes t Owner, lessee, and l e ssor , whose in teres t 



A R T I C L E 5. TRACTS Q U A L I F I E D FOR UNIT P A R T I C I P A T I O N 

5.1 As the object ive of this Uni t Agreement is to have lands i n the 

Unit Area operated and ent i t led to pa r t i c ipa t ion under the t e rms hereof , i t is 

agreed that, notwithstanding anything else he re in , no jo inder shal l be con

sidered a commi tment to this Uni t Agreement unless the t r a c t involved is 

qual i f ied under this A r t i c l e . 

On and a f t e r the ef fec t ive date hereof , the t rac ts w i t h i n the Uni t 

Area which shal l be en t i t l ed to pa r t i c ipa t ion in the product ion of Uni t i zed 

Substances t h e r e f r o m shal l be those t rac ts w i t h i n the Uni t A r e a and m o r e 

p a r t i c u l a r l y descr ibed in Exh ib i t " B " that are qua l i f i ed as f o l l o w s : 

(a) Each t r a c t as to which Work ing In teres t Owners owning one 

hundred percent (100%) of the W o r k i n g In teres t have signed or 

r a t i f i e d this Agreement and the Uni t Operat ing Agreement and 

Royal ty Owners owning seventy- f ive percent (75%) or m o r e of 

the Royal ty Interes t have signed or r a t i f i e d this Agreement . 

(b) Each t r ac t as to which Work ing Interes t Owners owning one 

hundred percent (100%) of the Work ing In teres t have become p a r 

ties to this Agreement , and as to which Royal ty Owners owning less 

than seventy- f ive percent (75%) of the Royal ty Interest have be

come par t ies to this Agreement , and as to which (1) a l l such 

W o r k i n g Interes t Owners i n such t r ac t have jo ined in a request 

f o r the qua l i f i ca t ion of such t r a c t , and as to which (2) eighty pe r 

cent (80%) of the combined Voting Interes t i n a l l t rac ts that meet 

the requi rements of Section (a) above have voted in favor of the 

qua l i f i ca t ion of such t r a c t . For the purpose of this Section (b) 

the Vot ing In teres t of a W o r k i n g In teres t Owner shal l be equal to 

the r a t i o (expressed in percentage) that i ts aggregate Phase I I 

Uni t P a r t i c i p a t i o n a t t r ibutable to t rac ts that qua l i fy under Section 

(a) bears to the to ta l Phase I I Uni t P a r t i c i p a t i o n of a l l W o r k i n g 

Interes t Owners a t t r ibu table to a l l t rac ts that q u a l i f y under Section 

(a) above. 
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(c) Each t r ac t as to which Work ing Interes t Owners owning less 

than one hundred percent (100%) of the Work ing In teres t have be

come par t ies to this Agreement and the Uni t Operat ing Agreement , 

regardless of the percentage of Royal ty Interest t he re in that is 

commit ted hereto; and as to which (1) the W o r k i n g In teres t Owner 

who operates the t r ac t and a l l of the other W o r k i n g In teres t Owners 

in such t r ac t who have become par t ies to this Agreement have 

jo ined in a request f o r qua l i f i ca t ion of such t r ac t and have executed 

and de l ivered an indemni ty agreement indemni fy ing and agreeing to 

hold harmless the other W o r k i n g Interes t Owners of Uni t i zed Land, 

thei r successors and assigns, against a l l c la ims and demands that 

may be made by the owners of W o r k i n g Interes t in such t r a c t who 

are not par t ies to this Agreement and which ar i se out of the q u a l i 

f i c a t i o n of the t r ac t and as to which (2) eighty percent (80%) of the 

combined Voting Interes t in a l l t racts that meet the requi rements 

of Sections (a) and (b) above, have voted in favor of the q u a l i f i 

cation of such t r ac t and acceptance of the indemni ty agreement . 

For the purposes of this Section (c) , the Vot ing Interes t of each 

Work ing Interes t Owner shal l be equal to the r a t io (expressed i n 

percentage) that its aggregate Phase I I Uni t P a r t i c i p a t i o n a t t r i b u t 

able to t rac ts that qua l i fy under Sections (a) and (b) bears to the 

total Phase I I Unit Pa r t i c ipa t i on of a l l Work ing In teres t Owners 

a t t r ibutable to a l l t racts that qua l i fy under Sections (a) and (b) . 

Upon the qua l i f i c a t i on of such a t r ac t , the Uni t P a r t i c i p a t i o n that 

would have been a t t r ibu ted to the nonsubscr ibing owners of the 

Work ing In teres t i n such t r a c t , had they become par t ies to this 

Agreement and the Uni t Operat ing Agreement , sha l l be a t t r ibu ted 

to the Work ing In teres t Owners in such t r a c t who have become pa r 

ties to such Agreements , i n p r o p o r t i o n to the i r respect ive Work ing 

I n t e r e s t s i n t r i e t r a c t . 



A R T I C L E 6. UNIT OPERATOR 

6. 1 Cit ies Service O i l Company is hereby designated as Uni t Oper

ator and by signature hereto as Uni t Operator agrees and consents to accept 

the duties and obligations of Uni t Operator fo r the development and product ion 

of Uni t ized Substances as he re in p rov ided . Whenever re ference is made he re in 

to the Unit Operator , such reference means the Uni t Operator act ing in that 

capacity and not as an owner of in teres t in Uni t i zed Substances, and the t e r m 

Working Interes t Owner when used he re in shal l include or r e f e r to Uni t Opera

tor as the owner of a W o r k i n g Interes t when such an in teres t is owned by i t . 

A R T I C L E 7. RESIGNATION OR R E M O V A L O F UNIT OPERATOR 

7.1 Uni t Operator shal l have the r i gh t to r e s ign at any t ime but such 

res ignat ion shal l not become ef fec t ive so as to release Uni t Operator f r o m the 

duties and obligations of Uni t Operator and te rmina te Uni t Operator ' s r ights as 

such fo r a pe r iod of s ix (6) months a f te r w r i t t e n notice of in tent ion to res ign has 

been served by Uni t Operator on a l l Work ing Interes t Owners , the Land C o m m i s 

sioner and the D i r e c t o r , and unt i l a l l wel ls are placed in a sa t i s f ac to ry condit ion 

fo r suspension or abandonment, whichever is r equ i r ed by the Supervisor , unless 

a new Uni t Operator shal l have been selected and approved and shal l have taken 

over and assumed the duties and obligations of Unit Operator p r i o r to the ex

p i r a t i o n of said p e r i o d . 

The res ignat ion or r emova l of Uni t Operator shal l not release Unit 

Operator f r o m any l i a b i l i t y fo r any default by i t hereunder o c c u r r i n g p r i o r to the 

ef fec t ive date of its res ignat ion or r e m o v a l . 

The Unit Operator may, upon defaul t or f a i l u r e i n the pe r fo rmance of 

i ts duties or obligations hereunder , be subject to r emova l by the a f f i r m a t i v e vote 

of at least two (2) Work ing In teres t Owners owning at least seventy- f ive percent 

(75%) of the Vot ing Interests other than the Voting In teres t of such owner then 

act ing as Unit Opera tor . Such remova l shal l be ef fec t ive upon notice thereof to 

the Land Commiss ioner and the D i r e c t o r . In a l l instances of res igna t ion or r e 

mova l , un t i l a successor Uni t Operator is selected and approved as he re ina f t e r 

p rovided , the Work ing Interes t Owners shal l be j o i n t l y responsible fo r pe r fo rmance 



of the duties of Uni t Operator , and shal l not la te r than t h i r t y (30) days before 

such res ignat ion or r emova l becomes ef fec t ive appoint a Uni t Manager to r ep 

resent them in any act ion to be taken hereunder . 

The res ignat ion or r emova l of Uni t Operator under this Agreement 

shall not t e rmina te its r i g h t , t i t l e or in te res t as the owner of a W o r k i n g In t 

erest or other in te res t i n Uni t i zed Substances, but upon the res ignat ion or r e 

moval of Uni t Operator becoming e f fec t ive , such Uni t Operator shal l del iver 

possession of a l l wells , equipment, m a t e r i a l s , appurtenances, and a l l p e r t i 

nent unit data requested by the successor Unit Operator , used in conducting 

the Unit Operations and owned by the W o r k i n g Interest Owners to the new duly 

qua l i f i ed successor Unit Operator or to the owners thereof i f no such new Unit 

Operator is elected, to be used fo r the purposes of conducting Uni t Operations 

hereunder. Nothing he re in shal l be construed as au thor iz ing r emova l of any 

m a t e r i a l , equipment and appurtenances needed fo r the p rese rva t ion of any 

we l l s . 

A R T I C L E 8. SUCCESSOR UNIT OPERATOR 

8.1 Whenever the Uni t Operator shal l tender his or i ts res ignat ion 

as Unit Operator or shal l be removed as hereinabove prov ided , a successor 

Unit Operator shal l be selected by the a f f i r m a t i v e vote of at least two (2) 

Work ing Interest Owners having in the aggregate not less than seventy- f ive 

percent (75%) of the Vot ing Interes t ; p rov ided , however , that a deposed Uni t 

Operator may not vote to succeed i t s e l f . Such select ion shal l not become 

effec t ive u n t i l : 

(a) a Uni t Operator so selected shal l accept in w r i t i n g the duties 

and respons ib i l i t i e s of Uni t Operator ; and 

(b) the select ion shal l have been approved by the Land C o m m i s 

sioner and f i l e d w i th the Superv isor . 

I f no successor Uni t Operator is selected and accepted as he re in 

p rov ided , Land Commiss ioner and the D i r e c t o r , at the i r e lec t ion , may declar 

tr"l 1 fi A CTT e>m e>n t r p r m i n a r e r l . 
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A R T I C L E 9. UNIT OPERATING A G R E E M E N T 

9 .1 Costs and expenses i n c u r r e d by Uni t Operator in conducting 

Unit Operations hereunder shal l be paid and apport ioned among and borne by 

the Working Interest Owners a l l in accordance wi th the agreement or agree

ments entered into by and between the Uni t Operator and the W o r k i n g Interest 

Owners. Any agreement or agreements entered into between the Work ing In t 

erest Owners and the Uni t Operator as p rov ided in this section are he re in r e 

f e r r e d to as the "Uni t Operat ing Agreement" . Such Uni t Operat ing Agreement 

shall also set f o r t h such other r ights and obligations as between Uni t Operator 

and the Work ing Interest Owners as may be agreed upon by Uni t Operator and 

the Work ing In teres t Owners; however, no such Unit Operat ing Agreement 

shall be deemed either to m o d i f y any of the t e rms and conditions of this Uni t 

Agreement or to re l i eve the Uni t Operator of any r i g h t or obligations estab

l ished under this Uni t Agreement , and i n case of any inconsis tency or con

f l i c t between the Uni t Agreement and the Uni t Operat ing Agreement , this 

Unit Agreement shal l p r e v a i l . Three (3) t rue copies of any Uni t Operating 

Agreement executed pursuant to this A r t i c l e shal l be f i l e d w i t h the Supervisor , 

p r i o r to approval of this Uni t Agreement , and as many copies as is requested 

shall be f i l e d w i t h the Land Commiss ione r . 

A R T I C L E 10. RIGHTS A N D OBLIGATIONS OF UNIT OPERATOR 

10.1 Except as o therwise s p e c i f i c a l l y p rov ided h e r e i n , the exclusive 

r i gh t , p r i v i l e g e , and duty of exerc i s ing any and a l l r igh t s of the par t ies here to , 

including surface r i g h t s , which are necessary or convenient f o r prospect ing f o r , 

producing, s to r ing , a l loca t ing and d i s t r i bu t i ng the Uni t i zed Substances are he re 

by delegated to and shal l be exerc ised by the Uni t Operator as he re in p rov ided . 

Upon request acceptable evidence of t i t l e to said r ights shal l be deposited wi th 

said Uni t Operator and, together wi th this Agreement , shal l constitute and de

f ine the r i g h t s , p r i v i l e g e s , and obligations of Uni t Opera tor . Nothing he re in , 

however , shal l be construed to t r ans fe r t i t l e to any land or to any lease or opera

t ing agreement , i t being understood that under this Agreement the Uni t Operator , 

in its capacity as Uni t Operator , shal l exercise the r i g h t of possession and use 

vested in the Pa r t i e s hereto only fo r the purposes he re in spec i f i ed . 

1 ^ 



ARTICLE 11. PLAN OF OPERATION 

11.1 I t is recognized and agreed by the Par t ies hereto that the Unit 

Area is a l ready developed and produc t ive , and no f u r t h e r d r i l l i n g is contemplated, 

except such as may be incidental to c a r r y i n g out the unit plan of opera t ion . 

Inasmuch as the p r i m a r y purpose of this Uni t Agreement is to p e r m i t 

the ins t i tu t ion and consummation of a secondary r ecove ry or pressure m a i n 

tenance p r o g r a m f o r the m a x i m u m economic product ion of Uni t i zed Substances 

consistent w i th good engineering and conservat ion, Uni t Operator , a f t e r appro

val of "Working In teres t Owners , concur ren t ly wi th the f i l i n g of this Unit A gree 

ment for f i n a l approva l , shal l submit to the Land Commiss ioner and the Super

visor fo r approval , a plan of operat ion f o r the Uni t i zed Land, and such plan, 

upon approval by the Land Commiss ioner and the Supervisor shal l constitute 

the fu tu re operat ing obligations of the Uni t Operator under this Unit Agreement 

fo r the pe r iod spec i f ied t he r e in . The rea f t e r , f r o m t ime to t i m e , before the 

expi ra t ion of any ex is t ing plan, the Uni t Opera tor , w i th the approval of the W o r k 

ing Interest Owners , shal l submit to the Land Commiss ioner and the Supervisor 

for approval a plan fo r an addi t ional spec i f ied pe r iod of opera t ion; said plan or 

plans shal l be m o d i f i e d or supplemented when necessary to meet changed con

ditions or to pro tec t the in teres t of a l l par t ies to this Uni t Agreement . Reason

able di l igence shal l be exerc ised i n comply ing wi th the obligat ions of any plan 

of opera t ion . 

Any plan submit ted pursuant to this A r t i c l e shal l be complete and 

adequate as the Land Commiss ioner and the Supervisor may determine to be 

necessary f o r t i m e l y and d i l igen t opera t ion and fo r proper conservat ion of 

Uni t ized Substances and sha l l : 

(a) Specify the number and loca t ion of any wel ls to be d r i l l e d and 

the t ime of such d r i l l i n g ; and 

(b) Specify the number and loca t ion of any w e l l to be selected fo r 

i n j ec t ion ; and 

(c) Specify a l l per t inent operat ing prac t ices to be employed in the 

interests of a l l par t ies to this Agreement . 



Unit Operator shal l have the r i gh t to in jec t into the Uni t ized 

Format ion any substances fo r secondary recovery or pressure ma in t e 

nance purposes in accordance wi th a p lan of operat ion approved by the 

Land Commiss ioner and the Supervisor , including the r i gh t to convert 

producing wells and to d r i l l and main ta in in j ec t ion wel ls on Uni t i zed Land 

and to use abandoned wel ls or wel ls producing f r o m the Uni t i zed F o r m a 

t ion for said purposes. Moreove r , Uni t Operator shal l have the r i gh t to 

produce br ine or water , or both, f r o m any f o r m a t i o n above or below the 

Uni t ized F o r m a t i o n , f o r use in i n j ec t ion into the Uni t i zed F o r m a t i o n . 

A f t e r commencement of secondary operat ions, Unit Operator shal l f u r 

nish the Commiss ioner and the Supervisor monthly progress repor t s i n 

cluding in j ec t ion and product ion repor ts fo r each unit w e l l . 

A R T I C L E 12. T R A C T P A R T I C I P A T I O N 

12. 1 T r a c t Pa r t i c i pa t i on . In Exh ib i t " C " attached hereto , there 

are l i s t e d and numbered the various t racts w i t h i n the Unit Area and set 

f o r t h opposite each t r ac t are the percentages of pa r t i c ipa t ion fo r each t r ac t 

in the Uni t A r e a dur ing Phase I and Phase I I calculated on the basis of one 

hundred percent (100%) t r ac t commi tmen t . 

The percentage of pa r t i c ipa t ion of each t r ac t dur ing Phase I 

shown on Exh ib i t " C " was de termined in accordance w i t h the fo l l owing f o r m u 

la : 

T r a c t P a r t i c i p a t i o n dur ing Phase I equals 

T r a c t Produc t ion fo r one year Ending 6-30-64 x 50% p i u s 

Unit A r e a Product ion f o r one year Ending 6-30-64 

T r a c t Remaining P r i m a r y as of 6-30-64 ^ 50% 
Uni t A r e a Remaining P r i m a r y as of 6-30-64 

The percentage of pa r t i c ipa t ion of each t r a c t dur ing Phase I I 

shown on Exh ib i t " C " was de termined in accordance w i t h the fo l l owing 

f o r m u l a : 

T r a c t Pa r t i c i pa t i on dur ing Phase I I equals 

T r a c t U l t ima te P r i m a r y QQOJO p ^ u s 

U n i t A-r^a TTI t i m a \ e* "P -r i TY-I a y \r 



Trac t Developed Acreage „, 
- s X 5% plus 

Unit Area Developed Acreage 

Tract Acreage v c 0 , 
Unit Area Acreage 

The Unit A r e a u l t imate p r i m a r y recovery as used he re in is the 

sum of the accumulated o i l product ion through June 30, 1964 (2, 105, 747 bbls . ) 

as repor ted on per t inent ope ra to r s 1 month ly repor ts ( F o r m C - l 15) on f i l e 

wi th the Commiss ion and the est imated remain ing p r i m a r y o i l reserves as 

of June 30, 1964, which is 463,389 b a r r e l s . 

Developed acreage as used he re in above is the acreage in a l l 

regular 40-acre subdivisions which have produced o i l f r o m the zone r e f e r r e d 

to he re in as the Uni t ized F o r m a t i o n . 

I f a l l t rac ts of this Uni t Agreement are not commi t t ed here to , Uni t 

Operator shal l rev ise Exh ib i t "C" , p r o m p t l y a f te r approval of this Uni t Agree 

ment, to show a l l t rac ts commi t t ed to this Agreement by set t ing f o r t h opposite 

each commi t ted t r ac t a r ev i sed T r a c t P a r t i c i p a t i o n percentage the re fo r which 

shall be calculated by using the same t r ac t fac tors and f o r m u l a which were 

used to a r r i v e at the T r a c t Pa r t i c i pa t i on percentage of each t r a c t as set out 

in the o r i g i n a l Exh ib i t "C" , but applying the same only to said commi t t ed 

t r ac t s . Such rev i sed Exhib i t " C " shal l be f i l e d pursuant to A r t i c l e 3. The re 

a f t e r , Exh ib i t " C " shal l be rev i sed by Uni t Operator w i t h the approval of the 

Working Interes t Owners whenever any change in commi t t ed t rac ts renders 

such r ev i s i on necessary. Such rev i sed Exh ib i t "C" sha l l , upon approval by 

the Land Commiss ioner and the D i r e c t o r , supersede, as of its e f fec t ive 

date, the las t p rev ious ly e f fec t ive Exh ib i t " C h In any r ev i s i on of Exh ib i t " C " 

pursuant to A r t i c l e 3, the r ev i sed percentage par t ic ipa t ions of the respect ive 

t racts which were commi t t ed hereto p r i o r to such r ev i s i on shal l r e m a i n in 

the same ra t io one to another. In any r e v i s i o n of Exh ib i t " C " pursuant to 

A r t i c l e 33, the r ev i sed percentage par t ic ipa t ions o f the respect ive t racts 

which were commi t ted here to p r i o r to such r e v i s i o n shal l be reca lcula ted 



using the same t r a c t fac tors and f o r m u l a which were used in calculat ing 

the percentage pa r t i c ipa t i on of each t r a c t as set f o r t h in Exh ib i t "C" , apply

ing the same to the commi t ted t rac ts on ly . 

A R T I C L E 13. A L L O C A T I O N OF U N I T I Z E D SUBSTANCES 

A l l Un i t i zed Substances produced and saved shal l be al located to the 

qua l i f ied Trac t s in accordance wi th the respect ive T r a c t Par t i c ipa t ions as set 

out in Exhib i t " C " e f fec t ive dur ing the pe r iod that the Uni t i zed Substances were 

produced. The amount of Uni t i zed Substances a l located to each T r a c t , r e g a r d 

less of whether i t is m o r e or less than the actual product ion of Un i t i zed Sub

stances f r o m the w e l l or we l l s , i f any, on such T r a c t , shal l be deemed f o r 

a l l purposes to have been produced f r o m such T r a c t . 

The Uni t i zed Substances al located to each T r a c t shal l be d i s t r ibu ted 

among, or accounted f o r to , the par t ies ent i t led to share i n the product ion 

f r o m such T r a c t i n the same manner , in the same p ropor t i ons , and upon the 

same conditions as they would have par t i c ipa ted and shared in the product ion 

f r o m such T r a c t , or in the proceeds thereof , had this agreement not been 

entered into , and wi th the same legal e f fec t . No t r ac t qua l i f i ed fo r p a r t i c i 

pation shal l be subsequently excluded f r o m pa r t i c ipa t ion hereunder on account 

of depletion of i ts Uni t i zed Substances, and nothing he re in contained shal l be 

construed as r e q u i r i n g any r e t roac t ive adjustment f o r p roduc t ion obtained p r i o r 

to the ef fec t ive date of the qua l i f i ca t ion of any T r a c t . I f any Oi l and Gas Rights 

in a T r a c t he reaf te r become divided and owned in severa l ty as to d i f f e r en t 

parts of the T r a c t , the owners of the divided in te res t s , in the absence of an 

agreement p rov id ing f o r a d i f f e r e n t d iv i s ion , shal l share in the Uni t ized Sub

stances al located to the T r a c t , or in the proceeds thereof , in p r o p o r t i o n to 

the surface acreage of the i r respect ive par ts of the T r a c t . 

The Uni t ized Substances al located to each T r a c t shal l be de l ivered 

in k ind to the respect ive W o r k i n g In teres t Owners ent i t led thereto by v i r tue 

of the ownership of O i l and Gas Rights the re in . Such par t ies shal l have the 

r i gh t to receive such product ion in k ind at a common point w i t h i n the Uni t i zed 



Land and to construct , main ta in , and operate w i t h i n the Uni t ized Land a l l 

necessary f ac i l i t i e s f o r that purpose, p rov ided such f a c i l i t i e s are so con

structed, maintained, and operated so as not to i n t e r f e r e wi th Uni t Opera

t ions. Any extra expenditures i n c u r r e d by Unit Operator by reason of the 

de l ivery in kind of any por t ion of the Uni t i zed Substances shal l be borne by 

the rece iv ing p a r t y . 

I f any W o r k i n g Interest Owner f a i l s to take in k ind or separately 

dispose of its share of Uni t ized Substances, Unit Operator shal l have the 

r igh t , fo r the t ime being and subject to revocat ion at w i l l by the par ty own

ing the share, to purchase f o r i ts own account or se l l to others such share; 

provided that, a l l contracts of sale by Unit Operator of any other par ty ' s 

share of Uni t ized Substances shal l be only f o r such reasonable per iods of . 

t ime as are consistent w i th the m i n i m u m needs of the indus t ry under the 

c i rcumstances , but i n no event shal l any such contract be fo r a p e r i o d in 

excess of one year . The proceeds of the Uni t ized Substances so disposed 

of by Unit Operator shal l be paid to the pa r ty ent i t led there to . Uni t Opera

tor shal l not make a sale into inters ta te commerce of any other pa r ty ' s 

share of gas product ion without f i r s t giving such other pa r ty ninety (90) 

days' notice of such intended sale. 

Any Work ing Interest Owner r ece iv ing in k ind or separately 

disposing of a l l or any pa r t of the Uni t i zed Substances al located to any t r ac t , 

or r ece iv ing the proceeds t h e r e f r o m i f the same is sold or purchased by 

Unit Operator , shal l be responsible f o r payment of a l l Royal ty on the lease 

or leases af fec ted . 

A R T I C L E 14. R O Y A L T Y S E T T L E M E N T 

14. 1 The State of New Mexico and the United States and a l l Roy

a l ty Owners who, under ex is t ing contract , are ent i t led to take in k ind a shar 

of the substances now uni t ized hereunder produced f r o m any t r a c t , shall 

he reaf te r be ent i t led to the r i g h t to take in k ind thei r share of the Uni t i zed 

Substances al located to such t r ac t , and Uni t Operator and shal l make de

l i v e r i e s of such roya l ty share taken i n k ind in c o n f o r m i t y w i t h the applicable 



contracts , laws and regula t ions . Settlement f o r Royal ty In teres t not taken 

in kind shall be made by Work ing Interest Owners responsible there for under 

exist ing contracts , laws and regulations on or before the las t day of each 

month fo r Uni t ized Substances produced dur ing the preceding calendar month; 

provided, however , that nothing he re in contained shal l operate to re l i eve the 

lessees of any land f r o m the i r respect ive lease obligations f o r the payment of 

any royal t ies due under the i r leases except that said roya l t i es sha l l be com

puted in accordance wi th the t e rms of this Agreement . 

14.2 Use of Outside Substances. If gas obtained f r o m lands or 

format ions not subject to this Agreement is introduced into the Uni t i zed 

Format ion fo r use in r ep re s su r ing , s t imula t ion or product ion or increas ing 

ul t imate r ecovery , which shal l be in con fo rmi ty wi th a plan of operat ion 

f i r s t approved by the Land Commiss ioner and the Supervisor , a l ike amount 

of gas, w i t h appropr ia te deduction fo r loss or depletion f r o m any cause, may 

be wi thdrawn f r o m the Uni t ized F o r m a t i o n roya l ty f r e e as to d ry gas, but 

not r oya l t y f r e e as to the products extracted t h e r e f r o m ; p rov ided that such 

wi thdrawal shal l be at such t ime as may be provided in the approved plan 

of operations or as o therwise may be consented to by the Land Commiss ioner 

and the Supervisor as c o n f o r m i n g to good pe t ro leum engineering p rac t i ce ; 

and p rov ided f u r t h e r , that such r igh t of w i thd rawa l shal l t e rmina te on the 

t e rmina t ion of this Uni t Agreement . 

14.3 Royal ty due the United States shal l be computed as provided 

in the operat ing regulat ions and paid i n value or de l ive red i n k ind as to a l l 

Uni t ized Substances on the basis of the amounts thereof a l located to uni t ized 

Federa l land as p rov ided he re in at the rates spec i f ied i n the respect ive Fed

e ra l leases, or at such lower rate or rates as may be author ized by law or 

regula t ion; p rov ided , that f o r leases on which the roya l ty rate depends on 

the dai ly average product ion per w e l l , such average product ion shal l be 

de termined in accordance wi th the operat ing regulat ions as though the uni t 

ized lands were a s incle consolidated I P S S P . 



A R T I C L E 15. R E N T A L S E T T L E M E N T 

15.1 Rental or m i n i m u m royal t ies due on leases commi t t ed here 

to shall be paid by Work ing Interest Owners responsible the re for under exis t 

ing contracts, laws and regulat ions , p rov ided that nothing he re in contained 

shall operate to re l ieve the lessee of any land f r o m the i r respect ive lease 

obligations fo r the payment of any renta l or m i n i m u m roya l ty in l i e u thereof 

due under the i r leases. Rental or m i n i m u m roya l ty f o r lands of the United 

States subject to this Agreement shal l be paid at the rate spec i f ied in the 

respective leases f r o m the United States unless such ren ta l or m i n i m u m r o y 

alty is waived, suspended or reduced by law or by approval of the Secretary 

or his duly author ized representa t ive . 

Rental f o r lands of the State of New Mexico subject to this Agree 

ment shal l be pa id at the rate spec i f ied i n the respect ive leases f r o m the 

State of New Mex ico . 

A R T I C L E 16. CONSERVATION 

16. 1 Operations hereunder and product ion of Uni t i zed Substances 

shall be conducted to provide f o r the most economical and e f f i c i en t recovery 

of said substances without waste, as defined by or pursuant to State or Fed

era l laws or regula t ions . 

A R T I C L E 17. DRAINAGE A N D BORDER AGREEMENTS 

17. 1 The Uni t Operator shal l take appropria te and adequate 

measures to prevent drainage of Uni t ized Substances by wells on land not 

subject to this Agreement . 

The Uni t Operator , upon approval of the Supervisor and Land 

Commissioner is hereby empowered to enter into a border l ine agreement 

or agreements w i t h the Work ing Interest Owners of ad jo in ing lands not 

subject to this Uni t Agreement , wi th respect to the operat ion in the border 

area fo r the m a x i m u m economic recovery , conservat ion purposes, and 

proper pro tec t ion of the par t ies and interests a f fec ted . 

20 



ARTICLE 18. LEASES AND CONTRACTS CONFORMED AND 

EXTENDED 

18.1 The t e r m s , condit ions, and provis ions of a l l leases, sub

leases, and other contracts r e l a t ing to explora t ion , d r i l l i n g , development, 

or operat ion fo r o i l or gas on lands commi t t ed to this Agreement are here 

by expressly m o d i f i e d and amended to the extent necessary to make the same 

conform to the provis ions hereof, but otherwise to r e m a i n in f u l l fo rce and 

effect; and the par t ies hereto hereby consent that the Secretary shall and by 

his approval hereof , or by the approval hereof by his duly authorized r ep re 

sentative, does hereby establ ish, a l t e r , change, or revoke the d r i l l i n g , p r o 

ducing, r en ta l , m i n i m u m roya l ty , and roya l ty requi rements of Federa l 

leases commit ted hereto and the regulations in respect thereto to conform 

said requirements to the provis ions of this Agreement , and, without l i m i t 

ing the general i ty of the fo regoing , a l l leases, sub-leases, and contracts 

are p a r t i c u l a r l y m o d i f i e d in accordance wi th the f o l l o w i n g : 

(a) The development and operat ion of the Uni t i zed Fo rma t ion 

under the t e rms hereof shal l be deemed f u l l pe r fo rmance of 

a l l obligations fo r development and operat ion w i t h respect 

to each and every pa r t or separately owned t r a c t subject to 

this Agreement , regardless of whether there is any develop

ment of any pa r t i cu l a r par t or t r ac t of the Uni t A r e a , not

withstanding anything to the con t ra ry in any lease, operat ing 

agreement or other contract by and between the par t ies hereto , 

or the i r respect ive predecessors in in te res t , or any of them. 

(b) D r i l l i n g and producing operations p e r f o r m e d hereunder upon 

any t r ac t w i l l be accepted and deemed to be p e r f o r m e d upon and 

fo r the benefi t of each and every t r a c t of Uni t i zed Land and no 
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lease shall be deemed to expire by reason of failure to 

dr i l l or produce wells situated on the land therein em

braced. 

(c) Suspension of d r i l l i n g or producing operations on a l l 

Uni t i zed Land pursuant to d i r ec t i on or consent of the Secre

t a r y or his duly author ized representat ive shal l be deemed 

to constitute such suspension pursuant to such d i r ec t i on or 

consent as to each and every t r ac t of Uni t i zed Land . 

(d) Each lease, sublease or contract r e l a t ing to the exp lo ra 

t i on , d r i l l i n g , development or operat ion f o r o i l or gas of lands 

commi t t ed to this Agreement , which , by its te rms migh t ex

p i r e p r i o r to the t e rmina t ion of this Agreement , is hereby ex

tended beyond any such t e r m so p rov ided there in so that i t shal l 

be continued in f u l l fo rce and effect f o r and dur ing the t e r m of 

this Agreement . 

(e) T e r m i n a t i o n of this Agreement shal l not a f fec t any lease 

which , pursuant to the t e rms thereof or any applicable laws , 

shal l continue in fo rce and ef fec t the rea f t e r . 

( f ) Any lease embrac ing lands of the State of New Mex ico , which 

is made subject to this Agreement , shal l continue in fo rce beyond 

the t e r m prov ided there in as to the lands commi t t ed hereto un t i l 

the t e r m i n a t i o n hereof . 

(g) Any lease embrac ing lands of the State of New Mexico having 

only a p o r t i o n of i ts lands commi t t ed hereto , shal l be segregated 

as to that p o r t i o n commi t t ed and that p o r t i o n not c o m m i t t e d , and 

the t e rms of such lease shal l apply separately to such segregated 

por t ions commencing as of the e f fec t ive date hereof . N o t w i t h 

standing any of the prov is ions of this Agreement to the con t ra ry , 

such lease shal l continue i n f u l l f o r ce and e f fec t beyond the t e r m 

prov ided there in as to a l l lands embraced in such lease (whether 
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wi th in or without the Uni t i zed Land), (1) i f , and f o r so long as 

o i l or gas are capable of being produced in paying quantit ies 

f r o m some par t of the lands embraced in such lease commi t ted 

to this Agreement ; or (2) i f , and f o r so long as some pa r t of the 

lands embraced in such lease commi t ted to this Agreement are 

a l located Uni t i zed Substances; or (3) i f , at the exp i ra t ion of 

Phase I I the lessee or the Uni t Operator is then engaged in bona 

f ide d r i l l i n g or r e w o r k i n g operations on some par t of the lands 

embraced there in and f o r so long as such operations are being 

d i l igen t ly prosecuted, and i f they resu l t i n the product ion of o i l 

or gas said lease shal l continue in f u l l fo rce and ef fec t as to a l l 

the lands embraced there in so long thereaf ter as o i l or gas i n 

paying quantities is being produced f r o m any po r t i on of said 

lands. 

(h) The segregation of any Federa l lease commi t t ed to this Agree 

ment is governed by the fo l lowing p rov i s i on in the f o u r t h paragraph 

of Section 17 ( j ) of the M i n e r a l Leasing A c t , as amended by the Ac t 

of September 2, I960 (74 Stat. 781-784): "Any (Federa l ) lease 

he re to fo re or he rea f t e r commit ted to any such (unit) plan embrac

ing lands that are in pa r t w i t h i n and in pa r t outside of the area 

covered by any such plan shal l be segregated into separate leases 

as to the lands commi t t ed and the lands not commi t t ed as of the 

e f fec t ive date of un i t iza t ion ; p rov ided , however, that any such 

lease as to the non-uni t ized p o r t i o n shal l continue i n fo rce and 

ef fec t f o r the t e r m thereof but f o r not less than two years f r o m 

the date of such segregation and so long thereaf te r as o i l or gas 

is produced in paying quant i t ies . " 

A R T I C L E 19". COVENANTS R U N W I T H L A N D 

19.1 The covenants he re in shal l be construed to be covenants 

running wi th the land wi th respect to the interests of the par t ies hereto and 



their successors in in teres t un t i l this Agreement t e rmina tes , and any grant, 

t r ans fe r , or conveyance, of in te res t i n land or leases subject hereto shal l be 

and hereby is conditioned upon the assumption of a l l p r iv i l eges and obligations 

hereunder by the grantee, t r ans fe ree , or other successor i n in te res t . No 

assignment or t r ans fe r of any Work ing In teres t , Royal ty , or other in teres t 

subject hereto sha l l be binding upon Uni t Operator un t i l the f i r s t day of the 

calendar month a f t e r Uni t Operator is fu rn i shed wi th the o r i g i n a l , photo

stat ic , or c e r t i f i e d copy of the ins t rument of t r a n s f e r . 

A R T I C L E 20. E F F E C T I V E D A T E 

20. 1 This Agreement shal l become binding upon each par ty who 

executes or r a t i f i e s i t as of the date of execution or r a t i f i c a t i o n by such par ty 

and shal l become ef fec t ive as of 7 o ' c lock a . m . , of the f i r s t day of the calen

dar month next f o l l o w i n g : 

(a) The qua l i f i c a t i on , in accordance wi th A r t i c l e 5, of t rac ts 

represent ing e igh ty - f ive percent (85%) of Phase I I of the Uni t 

P a r t i c i p a t i o n on the o r i g i n a l Exh ib i t "C" attached here to; and 

(b) The approval of this Agreement by the Land Commiss ioner , 

the Commiss ion , and the D i r e c t o r ; and 

(c) The f i l i n g of at least one counterpar t of this Agreement 

fo r r e c o r d i n the o f f i c e of the County C l e r k of Lea County, New 

Mexico , by the Uni t Operator ; and p rov ided , f u r t h e r , that i f (a) 

and (b) above are not accomplished on or before December 31 , 

1966, this Agreement shal l ipso facto expire on said date (here

inaf te r ca l led "exp i ra t ion date") and thereaf te r be of no f u r t h e r 

fo rce or e f fec t , unless p r i o r thereto this Agreement has been 

executed or r a t i f i e d by Work ing Interes t Owners owning at 

least eighty percent (80%) of the combined Phase I I P a r t i c i p a t i o n 

and have decided to extend said exp i ra t ion date fo r a pe r iod not 

to exceed s ix (6) months (here inaf te r cal led "extended exp i ra t ion 

date"). I f said exp i ra t ion date is so extended and (a} and l h \ ahovp 



a r e not a c c o m p l i s h e d b e f o r e s a i d ex tended e x p i r a t i o n date , 

th i s A g r e e m e n t s h a l l ipso f a c t o e x p i r e on s a i d ex tended ex 

p i r a t i o n date and t h e r e a f t e r be o f no f u r t h e r f o r c e o r e f f e c t . 

U n i t O p e r a t o r s h a l l , w i t h i n t h i r t y (30) days a f t e r the e f f e c t i v e 

date o f t h i s A g r e e m e n t , f i l e f o r r e c o r d i n the o f f i c e w h e r e a c o u n t e r p a r t 

of th i s A g r e e m e n t is r e c o r d e d , a c e r t i f i c a t e to the e f f e c t t ha t t h i s A g r e e 

m e n t has b e c o m e e f f e c t i v e a c c o r d i n g to i t s t e r m s and s t a t i n g f u r t h e r the 

e f f e c t i v e da te . 

A R T I C L E 2 1 . T E R M 

2 1 . 1 The t e r m of t h i s A g r e e m e n t s h a l l be f o r and d u r i n g the 

t i m e tha t U n i t i z e d Substances a r e o r can be p r o d u c e d i n p a y i n g q u a n t i t i e s , 

i . e . , i n quan t i t i e s s u f f i c i e n t to pay f o r the cos t o f p r o d u c i n g same f r o m w e l l s 

on the U n i t i z e d L a n d , and f o r so l o n g t h e r e a f t e r as d r i l l i n g , r e w o r k i n g o r 

o the r d i l i g e n t o p e r a t i o n s a r e p r o s e c u t e d on U n i t i z e d L a n d w i t h o u t c e s sa t i on 

o f m o r e than n i n e t y (90) consecu t i ve days , and so l o n g t h e r e a f t e r as U n i t i z e d 

Substances can be p r o d u c e d as a f o r e s a i d . T e r m i n a t i o n under t h i s A r t i c l e 

21 s h a l l be e f f e c t i v e as o f the f i r s t day o f the m o n t h a f t e r the U n i t O p e r a t o r 

and W o r k i n g I n t e r e s t O w n e r s o w n i n g e i g h t y p e r c e n t (80%) o f the Phase I I 

P a r t i c i p a t i o n s h a l l d e t e r m i n e on c o n f i r m a t o r y data s a t i s f a c t o r y to the L a n d 

C o m m i s s i o n e r , C o m m i s s i o n , and the D i r e c t o r , tha t U n i t O p e r a t i o n s a r e 

no l o n g e r p a y i n g . 

A R T I C L E 2 2 . T E R M I N A T I O N B Y W O R K I N G I N T E R E S T OWNERS 

22 . 1 F o r any r e a s o n o the r than p r o v i d e d i n A r t i c l e 21 above , t h i s 

A g r e e m e n t m a y be t e r m i n a t e d by W o r k i n g I n t e r e s t O w n e r s o w n i n g i n the aggr 

gate e i g h t y p e r c e n t (80%) o r m o r e o f the U n i t P a r t i c i p a t i o n w i t h the a p p r o v a l 

o f the L a n d C o m m i s s i o n e r , C o m m i s s i o n , and the D i r e c t o r . N o t i c e o f any 

such t e r m i n a t i o n s h a l l be g i v e n by the U n i t O p e r a t o r to a l l p a r t i e s h e r e t o . 

A R T I C L E 23 . E F F E C T O F T E R M I N A T I O N 

2 3 . 1 U p o n t e r m i n a t i o n o f t h i s A g r e e m e n t , the p a r t i e s h e r e t o s h a l l 

be g o v e r n e d by the t e r m s and p r o v i s i o n s o f the leases and c o n t r a c t s a f f e c t i n g 

the separa te t r a c t s j u s t as i f t h i s A g r e e m e n t h a d n e v e r been e n t e r e d i n t o . 



A R T I C L E 24. SALVAGING EQUIPMENT UPON T E R M I N A T I O N 

24.1 I f not otherwise spec i f i edby the leases uni t ized under this 

Agreement, Royal ty Owners hereby grant Work ing Interes t Owners a pe r iod 

of six (6) months a f t e r t e rmina t ion of this Agreement in which to salvage, s e l l , 

dis tr ibute or o therwise dispose of the personal p rope r ty and f a c i l i t i e s used i n 

connection w i t h Uni t Operat ions . 

A R T I C L E 25. C E R T I F I C A T E OF T E R M I N A T I O N 

25.1 Uni t Operator shal l w i t h i n t h i r t y (30) days a f t e r the ef fec t ive 

date of t e rmina t i on of this Agreement f i l e f o r r e c o r d i n the o f f i c e or o f f ices 

where a counterpar t of this Agreement is recorded , a ce r t i f i c a t e sett ing 

f o r t h such t e rmina t i on date. 

A R T I C L E 26. R A T E OF PROSPECTING, D E V E L O P M E N T 

A N D PRODUCTION 

26.1 A l l product ion and the disposal thereof shal l be in c o n f o r m i t y 

wi th al locations and quotas made or f i x e d by any duly author ized person or 

regula tory body under any Federa l or State statute. The D i r e c t o r is hereby 

vested wi th au thor i ty to a l te r or m o d i f y f r o m t ime to t i m e , at his d i sc re t ion , 

the rate of prospect ing and development and, w i t h i n the l i m i t s made or f i x e d 

by the Commiss ion , to a l t e r or m o d i f y the quantity and rate of product ion 

under this Agreement , such au thor i ty being hereby l i m i t e d to a l t e ra t ion or 

mod i f i ca t i on i n the publ ic in te res t , the purpose thereof and the publ ic in teres t 

to be served thereby to be stated in the order of a l t e ra t ion or m o d i f i c a t i o n ; 

provided , f u r t h e r , that no such a l t e ra t ion or mod i f i c a t i on shal l be ef fec t ive 

as to any land of the State of New Mexico as to the rate of prospect ing and 

development i n the absence of the spec i f ic w r i t t e n approval thereof by the 

Land Commiss ioner and as to any lands of the State of New Mexico or p r i 

vate ly-owned land subject to this Agreement as to the quanti ty and rate of 

product ion in the absence of spec i f ic w r i t t e n approval thereof by the Commiss ion . 

Powers in this Section vested i n the D i r e c t o r shal l only be exer

cised a f te r notice to Uni t Operator and oppor tuni ty f o r hear ing to be he ld not 

less than f i f t e e n (15) days f r o m not ice , and thereaf te r subject to a d m i n i s t r a 

t ive appeal before becoming f i n a l . 



A R T I C L E 27. APPEARANCES 

27. 1 Uni t Operator shal l have the r i gh t to appear f o r or on behalf 

of any and a l l interests a f fec ted hereby before the Land Commiss ione r , the 

Department and the Commiss ion , and to appeal f r o m any o rder issued under 

the rules and regulat ions of the Land Commiss ione r , the Department or the 

Commiss ion, or to apply f o r r e l i e f f r o m any of said rules and regulations or 

in any proceedings r e l a t ive to operations before the Land Commiss ioner , the 

Department or the Commiss ion , or any other l ega l ly consti tuted au thor i ty ; 

provided, however , that any other in teres ted pa r ty shal l also have the r igh t 

at his or its own expense to be heard i n such proceeding. 

A R T I C L E 28. NOTICES 

28 .1 A l l not ices, demands or statements r equ i r ed hereunder to 

be given or rendered to the par t ies hereto shal l be deemed f u l l y given i f 

given in w r i t i n g and persona l ly de l ivered to the pa r ty or sent by postpaid 

r eg i s t e red or c e r t i f i e d m a i l , addressed to such pa r ty or par t ies at the i r 

respect ive addresses set f o r t h in connection wi th the signatures hereto or 

to the r a t i f i c a t i o n or consent hereof or to such other address as any such 

pa r ty may have fu rn i shed i n w r i t i n g to the pa r ty sending the not ice , demand 

or statement. 

A R T I C L E 29. NO WAIVER OF C E R T A I N RIGHTS 

29.1 Nothing in this Agreement contained shal l be construed as 

a waiver by any pa r ty hereto of the r i g h t to asser t any legal or cons t i tu

t ional r i gh t or defense as to the v a l i d i t y or i n v a l i d i t y of any law of the State 

of New Mexico or of the United States, or regulat ions issued thereunder in 

any way a f f ec t i ng such pa r ty , or as a waiver by any such par ty of any r i gh t 

beyond his or i ts au thor i ty to waive; p rov ided , however , each pa r ty hereto, 

covenants that, dur ing the existence of this Agreement , such pa r ty shal l not 

r e s o r t to any act ion at law or i n equity to p a r t i t i o n the Uni t i zed Land or the 

f a c i l i t i e s used i n the development or opera t ion thereof and to that extent 

waives the benefits of a l l laws au thor iz ing such p a r t i t i o n . 
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A R T I C L E 30. U N A V O I D A B L E D E L A Y 

30. 1 A l l obligations imposed by this Agreement on each pa r ty 

hereto, except f o r the payment of money, shal l be suspended whi le said 

party is prevented f r o m complying the rewi th , in whole or in pa r t , by s t r ikes , 

f i r e , war , c i v i l d is turbances, act of God, f ede ra l , state or munic ipa l laws, 

orders or regulat ions , i nab i l i t y to secure mate r i a l s or other causes beyond 

the reasonable cont ro l of said par ty ; p rovided , however, that pe r fo rmance 

shall be resumed w i t h i n a reasonable t ime a f te r such cause has been r e 

moved; and provided f u r t h e r that no par ty shal l be r e q u i r e d against its 

w i l l to adjust or settle any labor dispute. Neither this Agreement nor any 

lease or other interests subject hereto shal l be t e rmina ted by reason of 

suspension of Uni t Operations due to the a foresa id causes. 

A R T I C L E 3 1 . NONDISCRIMINATION 

3 1 . 1 In connection wi th the pe r fo rmance of w o r k under this 

Agreement , the Uni t Operator agrees to comply wi th a l l of the provis ions . 

of Section 202 (1) to (7) inc lus ive , of Executive Order 11246 (30 F . R. 12319), 

which are hereby incorpora ted by reference in this Agreement . 

A R T I C L E 32. LOSS OF T I T L E 

32. 1 In the event t i t l e to any t r a c t of Uni t i zed Land shal l f a i l 

and the t rue owner cannot be induced to j o i n in this Uni t Agreement , such 

t rac t shall be au tomat ica l ly regarded as not commi t t ed hereto and there 

shall be such readjus tment of fu tu re costs and benefits as may be r equ i r ed 

on account of the loss of such t i t l e . In the event of a dispute to t i t l e as to any 

Royal ty, Work ing Interes t , or other interests subject thereto, payment or 

de l ivery on account thereof may be wi thheld without l i a b i l i t y f o r interest 

un t i l the dispute is f i n a l l y sett led; p rovided , that, as to State or Federal land 

or leases, no payments of funds due the State of New Mexico or the United 

States of A m e r i c a shal l be wi thhe ld , but such funds shal l be deposited as 

d i rec ted by the Commiss ioner or the Supervisor (which ever is appropr ia te) 

to be he ld as unearned money pending f i n a l sett lement of the t i t l e dispute, and 

then appl ied as earned or re tu rned in accordance w i t h such f i n a l set t lement . 

28 



32.2 Unit Operator as such is relieved from any responsibility 

fo r any defect or f a i l u r e of any t i t l e hereunder . 

32.3 In order to avoid t i t l e f a i l u r e s which migh t inc identa l ly 

cause the t i t l e to a Work ing Interes t or interests to f a i l , the owners of the 

surface r ights to lands l y ing wi th in the Uni t ized Land, severed mine ra l s 

or Royalty Interests i n said lands, and improvements located on said lands 

but not u t i l i z ed f o r Uni t Operat ions, shal l ind iv idua l ly be responsible f o r 

the rendi t ion and assessment, f o r ad v a l o r e m tax purposes, of a l l such 

proper ty , and f o r the payment of such taxes, except as o therwise provided 

in any contract or agreement between such owners and a W o r k i n g Interes t 

Owner or owners or in the Uni t Operat ing Agreement . I f any ad v a l o r e m 

taxes are not paid by such owners responsible the re for when due, the Unit 

Operator may , at any t ime p r i o r to tax sale, pay the same, redeem such 

proper ty , and discharge such tax liens as may a r i se through non-payment. 

In the event the Uni t Operator makes any such payment or redeems any such 

p rope r ty f r o m tax sale, the Unit Operator shal l be r e i m b u r s e d the re fo r by 

the Work ing In teres t Owners in p ropor t i on to the i r respect ive Uni t P a r t i c i 

pation; and the Uni t Operator shall wi thhold f r o m the proceeds otherwise 

due to said delinquent taxpayer or taxpayers , an amount su f f i c i en t to defray 

the costs of such payment or redempt ion , such withholdings to be d i s t r ibu ted 

among the W o r k i n g Interest Owners i n p ropo r t i on to thei r respect ive con

t r ibut ions toward such payment or redempt ion . 

A R T I C L E 33. NON-JOINDER AND SUBSEQUENT JOINDER 

33.1 Any o i l or gas interests in lands w i t h i n the Uni t A r e a , not 

commit ted hereto p r i o r to submiss ion of this Agreement fo r f i n a l approval 

may thereaf te r be commi t ted hereto by the owner or owners thereof sub

sc r ib ing or consenting to this Agreement , and, i f the interests is a W o r k 

ing In teres t , by the owner of such in teres t also subscr ib ing to the Uni t Opera

t ing Agreement . I t is understood and agreed, however , that a f te r the e f fec

t ive date hereof the commi tment hereto of any Work ing In teres t w i t h i n the Uni t 



Area shall be upon such t e rms and conditions as may be negotiated by the 

Unit Operator, the Work ing Interest Owners in the commi t ted t r ac t s , and 

the owner of such in te res t . Such negotiated basis of pa r t i c ipa t ion is sub

ject to p r e l i m i n a r y approval of the D i r ec to r and the Commissioner. 

A f t e r the ef fec t ive date hereof , jo inder by a Royal ty Owner must 

be consented to in w r i t i n g by the Work ing Interest Owner commi t ted hereto 

and responsible f o r the payment of any benefits that may.accrue hereunder 

of such Royal ty In teres t . Joinder by any owner of a Royal ty In teres t , at 

any t i m e , mus t be accompanied by appropr ia te jo inder by the owner of the 

corresponding Work ing Interes t in o rder fo r the in teres t to be regarded as 

ef fec t ive ly commi t t ed here to . Joinder to the Unit Agreement by a Work ing 

Interest Owner, at any t i m e , must be accompanied by appropr ia te jo inder 

to the Unit Operating Agreement in order fo r the in teres t to be regarded as 

e f fec t ive ly commi t ted to this Uni t Agreement . Except as may otherwise 

here in be p rov ided , subsequent jo inders to this Agreement shal l be ef fec t ive 

as of the f i r s t day of the month fo l l owing the f i l i n g wi th the Land Commiss ioner , 

Commiss ion and the Supervisor of duly executed counterparts of a l l or any 

papers necessary to establish ef fec t ive commi tment of any t r a c t to this Agree 

ment, unless objec t ion to such jo inder is duly made w i t h i n s ix ty (60) days by 

the Land Commiss ioner , Commiss ion or D i r e c t o r . 

A R T I C L E 34. E X E C U T I O N 

34. 1 This Agreement may be executed in any number of counter

parts no one of which needs to be executed by a l l pa r t i e s , or may be r a t i f i e d 

or consented to by separate ins t rument in w r i t i n g spec i f i ca l l y r e f e r r i n g 

hereto and shal l be binding upon a l l those par t ies who have executed such 

counterpar t , r a t i f i c a t i o n , or consent hereto wi th the same fo rce and e f fec t 

as i f a l l such par t ies had signed the same document and regardless of whether 

or not i t is executed by a l l other par t ies owning or c l a iming an in teres t i n the 

lands w i t h i n the above descr ibed Uni t A r e a . 

34.2 "Joinder in Dual Capacity". It shal l not be necessary fo r 

part ies owning both Work ing Interests and Royal ty Interests to execute this 



Agreement in both capacities in order to commi t both classes of in teres ts . 

Execution hereof by any such pa r ty in one capacity shal l also constitute 

execution i n the other capacity. 

34.3 "Recording" . For r ecord ing purposes in the o f f i ce of the 

County C le rk of Lea County, State of New Mexico , or in any other govern

mental o f f i ce where in r eco rd ing is r equ i r ed , Uni t Operator is author ized to 

include in one copy the signature sheets of a l l signed counterparts and of 

a l l r a t i f i c a t i o n s . 

A R T I C L E 35. TAXES 

35.1 Uni t Operator shal l pay, or cause to be pa id , a l l taxes 

lev ied on or measured by the Uni t i zed Substances i n and under, or that 

may be produced, gathered, and sold f r o m the lands subject hereto , or 

upon the proceeds or net proceeds der ived t h e r e f r o m to the extent that the 

same are made payable by law by any Work ing Interest Owner. Each W o r k 

ing Interest Owner shal l r e imburse Uni t Operator fo r taxes so paid on its 

behalf and such Work ing Interes t Owner shal l make propor t ionate deductions 

of such taxes as paid i n se t t l ing wi th its Royal ty Owners in each separately 

owned t r a c t . No such taxes shal l be charged to the United States, the State 

of New Mexico , or to any lessor who has a contract w i th his lessee which 

requires the lessee to pay such taxes. 

A R T I C L E 36. U N I T E D STATES D E P A R T M E N T OF A G R I C U L 

TURE S T I P U L A T I O N 

36. 1 Nothing he re in contained shal l be construed as m o d i f y i n g 

in any manner any special st ipulations in applicable leases per ta in ing to the 

United States Department of A g r i c u l t u r e j u r i s d i c t i o n . 

A R T I C L E 37. M E A S U R E M E N T OF PRODUCTION AS OF T H E 

E F F E C T I V E D A T E 

37.1 " O i l i n Lease Tanks" . Unit Operator shal l gauge a l l lease 

and other tanks w i t h i n the Uni t A r e a to ascer ta in the amount of merchantable 

o i l produced f r o m the Uni t i zed F o r m a t i o n in such tanks, above the pipe l ine 



connections, as of 7:00 o'clock, a . m . , on the effective date hereof. The o i l 

that is a pa r t of the p r i o r al lowable of the wel ls f r o m which i t was produced 

shall r ema in the p roper ty of the par t ies ent i t led thereto the same as i f the 

Unit had not been f o r m e d . Any such o i l not p r o m p t l y r emoved may be sold 

by the Uni t Operator fo r the account of the par t ies ent i t led thereto , subject 

to the payment of a l l r oya l t i e s , o v e r r i d i n g roya l t i e s , p roduc t ion payments, 

and a l l other payments under the provis ions of the applicable lease or other 

contracts . The o i l that is in excess of the p r i o r a l lowable of the wel ls f r o m 

which i t was produced shal l be regarded as Unit P roduc t ion produced a f te r 

the ef fec t ive date hereof . 

37.2 "Overproduc t ion" . I f , as of the ef fec t ive date hereof , any 

t rac t is overproduced wi th respect to the al lowable of the wel ls on that t r ac t 

and the amount of overproduc t ion shal l be regarded as a pa r t of the Unit P r o 

duction produced af te r the ef fec t ive date hereof and shal l be charged to such 

t rac t as having been de l ive red to the par t ies ent i t led to Uni t P roduc t ion 

al located to such t r a c t . 

A R T I C L E 38. RELATIONSHIP OF PARTIES 

38.1 "No P a r t n e r s h i p " . The duties, obligations and l i a b i l i t i e s 

of the par t ies here to are intended to be severa l and not j o i n t or co l l ec t ive . 

This Agreement is not intended to create , and shal l not be construed to 

create, an associat ion or t ru s t , or to impose a pa r tne rsh ip duty, ob l iga t ion , 

or l i a b i l i t y w i th r ega rd to any one or m o r e of the par t ies here to . Each 

par ty hereto shal l be ind iv idua l ly responsible fo r its own obligations as 

he re in p rov ided . 

38.2 "No Sharing of M a r k e t " . Nothing in this Agreement shal l 

be construed as p r o v i d i n g , d i r e c t l y or i n d i r e c t l y , f o r any cooperative r e 

f i n i n g or j o in t sale or cooperative m a r k e t i n g of Uni t P roduc t ion . 

38.3 "Royal ty Owners Free of Costs" . This Agreement is not 

intended to impose, and shal l not be construed to impose, upon any R o y a l 

ty Owner any obl iga t ion to pay fo r Uni t Expense unless such Royal ty Own-



IN WITNESS WHEREOF, the par t ies hereto have caused this 

Agreement to be executed and have set opposite thei r respective names 

the date of execution. 

UNIT OPERATOR 
DATE CITIES SERVICE O I L COMPANY 

ATTEST: f / - ^ ( ^ i ^ 6 > 
Vice Pres ident 

By_ --- ***** -
, Secretary ADDRESS Cit ies Service Bui ld ing 

B a r t l e s v i l l e , Oklahoma 



NEW MEXICO ENERGY, MINE: 
& NATURAL RESOURCES 

,RALS 
.TMENT 

OIL CONSERVATION DIVISION 
2040 S o u t h P a c h e c o S t ree t 
Santa Fe , New M e x i c o 8750S 
(505) 827 -7131 

June 9, 1999 

Cross Timbers Operating Company 
3000 North Garfield, Suite 175 
Midland, Texas 79705 

Attn: Mr. Darrin L. Steed 

RE: Injection Pressure Increase, 
Southeast Maljamar Grayburg San Andres Unit, 
Lea County, New Mexico 

Dear Mr. Safargar: 

Reference is made to your request dated June 4, 1999 to increase the surface injection pressure on 
one well in the above referenced waterflood unit. This request is based on a step rate test conducted 
on May 18, 1999. The results of the test have been reviewed by my staff and we feel an increase in 
injection pressure is justified at this time. 

You are therefore authorized to increase the surface injection pressure on the following well: 

Well and Location 
Maximum Surface 
Injection Pressure 

Southeast Maljamar Grayburg San Andres Unit Well No.614 
Unit Letter N, Section 29, Township 17 South, Range 33 East 2700 PSIG 

The Division Director may rescind this injection pressure increase i f it becomes apparent that the 
injected water is not being confined to the injection zone or is endangering any fresh water aquifers. 

Sincerely, 
/ 

Lori Wrotenbery 
Director 

LW/MWA/kv 

cc: Oil Conservation Division - Hobbs ^ 
Files: 4th QTR 99 PSI-X; Case Files No. 3461, 11742; WFX-731 



JAMES BRUCE 
ATTORNEY AT LAW 

POST OFFICE BOX 1056 
SANTA FE, NEW MEXICO 87504 

SUITE B 
612 OLD SANTA FE TRAIL 
SANTA FE, NEW MEXICO 87501 

(505) 982-2043 
(505) 982-2151 (FAX) 

March 13, 1997 

Hand Delivered 

Michael E. Stogner 
New Mexico O i l Conservation D i v i s i o n 
2040 South Pacheco Str e e t 
Santa Fe, New Mexico 87505 

Re: Case 11742 ( A p p l i c a t i o n of Cross Timbers Operating 
Company f o r Unit Expansion) 

Dear Mr. Stogner: 

Enclosed i s a proposed order i n the above matter, together w i t h a 
disk c o n t a i n i n g the order. As mentioned at hearing, Cross Timbers 
would l i k e t o expand the u n i t e f f e c t i v e A p r i l 1, 1997, so your 
a t t e n t i o n t o t h i s matter i s appreciated. Thank you. 

Very t r u l y yours, 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

CASE NO. 11742 
ORDER NO. R-

APPLICATION OF CROSS TIMBERS 
OPERATING COMPANY FOR UNIT 
EXPANSION, LEA COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 8:15 a.m. on March 6, 1997, 
at Santa Fe, New Mexico, before Examiner Michael E. Stogner. 

NOW, on t h i s day of March, 1997, the D i v i s i o n D i r e c t o r , 
having considered the testimony, the record and the recommendations 
of the Examiner, and being 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 having been given as r e q u i r e d by law, 
the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the subject matter 
th e r e o f . 

(2) The a p p l i c a n t , Cross Timbers Operating Company, i s 
operator of the Southeast Maljamar Grayburg-San Andres U n i t , which 
c u r r e n t l y covers 1080 acres of s t a t e and f e d e r a l land, described as 
fo l l o w s : 

Township 17 South, Range 33 East, N.M.P.M. 

Section 29: WJSNEH, SEKNEK, Wfc, SEX 
Section 30: NEK, NfcSE*, SEKSEtf 
Section 32: N̂ NM, SEHNEK 

The u n i t was approved by D i v i s i o n Order No. R-3130, f o r the purpose 
of conducting a w a t e r f l o o d p r o j e c t i n the Maljamar Grayburg-San 
Andres Pool, which was approved by D i v i s i o n Order No. R-3134. The 
u n i t i z e d formation i s from the top of the Grayburg formation down 
t o and i n c l u d i n g 10 0 f e e t below the top of the San Andres 
formation. 
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(3) The ap p l i c a n t seeks t o expand the u n i t t o include three 
a d d i t i o n a l t r a c t s , comprised of the 200 acres s t a t e and f e d e r a l 
land described below: 

Township 17 South, Range 33 East, N.M.P.M. 

Section 32: N%SEX ( u n i t t r a c t 13) 
Section 33: NŴ NWX ( u n i t t r a c t 11) 

NMSWK ( u n i t t r a c t 12) 

The expanded u n i t area w i l l be comprised of 400 acres of f e d e r a l 
land (31.25%) and 880 acres of s t a t e land (68.75%) . The u n i t area, 
a f t e r expansion, i s described on E x h i b i t "A" attached hereto. 

(4) No i n t e r e s t e d p a r t y appeared and objected t o the proposed 
expansion of the u n i t . 

(5) The sole working i n t e r e s t owner i n the u n i t , as expanded, 
i s Cross Timbers O i l Company, who has r a t i f i e d the u n i t expansion. 

(6) The r o y a l t y i n t e r e s t owners i n the u n i t , the Commissioner 
of Public Lands of the State of New Mexico and the Bureau of Land 
Management of the United States Department of I n t e r i o r , have 
approved the expansion of the u n i t . 

(7) There are numerous o v e r r i d i n g r o y a l t y i n t e r e s t owners i n 
the three t r a c t s t o be added t o the u n i t . A number of the 
o v e r r i d i n g r o y a l t y i n t e r e s t owners have r a t i f i e d expansion of the 
u n i t . Those who have not r a t i f i e d the expansion of the u n i t w i l l 
continue t o be pa i d on a lease basis by the u n i t operator. 

(8) Due t o d i f f e r e n c e s i n o v e r r i d i n g r o y a l t y ownership i n the 
t r a c t s t o be added t o the u n i t , there should be w e l l l o c a t i o n 
r e s t r i c t i o n s on w e l l s d r i l l e d or recompleted i n the expanded u n i t 
which o f f s e t the three a d d i t i o n a l u n i t t r a c t s . 

(9) The Maljamar Grayburg-San Andres Pool i s continuous under 
the u n i t , as expanded, and represents a common source of supply. 

(10) The a p p l i c a n t has been f u r t h e r developing the u n i t since 
1996 by d r i l l i n g a d d i t i o n a l producing and i n j e c t i o n w e l l s , and has 
plans t o d r i l l a d d i t i o n a l w e l l s i n the u n i t d u r i n g 1997. 

(11) The a p p l i c a n t estimated t h a t the e x i s t i n g u n i t area w i l l 
produce 6,116,000 b a r r e l s of o i l from the Maljamar Grayburg-San 
Andres Pool, w i t h 58% of the produ c t i o n being secondary o i l . The 
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a p p l i c a n t also estimated t h a t u l t i m a t e primary p r o d u c t i o n from the 
three t r a c t s being added t o the u n i t w i l l be 536,000 b a r r e l s of 
o i l . I f the secondary:primary recovery r a t i o f o r the expanded u n i t 
area remains the same as f o r the e x i s t i n g u n i t area, expanding the 
u n i t w i l l a l l o w the recovery of an a d d i t i o n a l 740,000 b a r r e l s of 
o i l . 

(12) The Unit Agreement approved by D i v i s i o n Order No. R-3130 
i s not being amended by the a p p l i c a n t , other than t o r e v i s e 
E x h i b i t s A, B, and C t h e r e t o t o r e f l e c t the three t r a c t s being 
added t o the u n i t . 

(13) The Phase I I t r a c t p a r t i c i p a t i o n formula i n the Unit 
Agreement i s being used t o a l l o c a t e p r o d u c t i o n among the t r a c t s i n 
the expanded u n i t area, and the formula i s f a i r and e q u i t a b l e . 

(14) A l l plans of development and ope r a t i o n , expansions or 
co n t r a c t i o n s of p a r t i c i p a t i n g areas, or expansions or c o n t r a c t i o n s 
of the u n i t area should be submitted t o the D i r e c t o r of the 
D i v i s i o n f o r approval. 

(15) Approval of the Unit Agreement, as emended by the r e v i s e d 
E x h i b i t s A, B, and C t h e r e t o , should promote the preven t i o n of 
waste and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s w i t h i n the expanded 
u n i t area. 

IT IS THEREFORE ORDERED THAT; 

(1) The expansion of the Southeast Maljamar Grayburg-San 
Andres Unit i s hereby approved f o r o i l and gas produced from the 
top of the Grayburg formation t o 100 f e e t below the top of the San 
Andres formation u n d e r l y i n g 1280 acres of f e d e r a l land (400 acres, 
or 31.25%) and s t a t e land (880 acres, or 68.75%) i n Lea County, New 
Mexico, as f u r t h e r described i n E x h i b i t "A" attached hereto and 
made a p a r t hereof. 

(2) The plan contained i n the Un i t Agreement f o r the 
development and oper a t i o n of the expanded u n i t area i s hereby 
approved i n p r i n c i p l e as a proper conservation measure; provided, 
however, n o t w i t h s t a n d i n g any of the p r o v i s i o n s contained i n the 
Unit Agreement, t h i s approval s h a l l not be considered as waiving or 
r e l i n q u i s h i n g , i n any manner, any r i g h t , duty, or o b l i g a t i o n which 
i s now, or may h e r e a f t e r be, vested i n the D i v i s i o n t o supervise 
and c o n t r o l operations f o r the u n i t and pro d u c t i o n of o i l and gas 
therefrom. 
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(3) Without p r i o r approval of the D i v i s i o n , no w e l l may be 
d r i l l e d or recompleted i n the Maljamar Grayburg-San Andres Pool 
w i t h i n 330 f e e t of (a) the boundary between the e x i s t i n g u n i t and 
u n i t t r a c t s 11, 12, and 13, or (b) the boundary between u n i t t r a c t s 
12 and 13. 

(4) I n the event of subsequent j o i n d e r by any other p a r t y , or 
expansion or c o n t r a c t i o n of the u n i t area, the u n i t operator s h a l l 
f i l e w i t h the D i v i s i o n , w i t h i n 30 days t h e r e a f t e r , counterparts of 
the U n i t Agreement or r a t i f i c a t i o n s of same r e f l e c t i n g the 
s u b s c r i p t i o n of those i n t e r e s t s having j o i n e d or r a t i f i e d . 

(5) A l l plans of development and operation, a l l u n i t 
p a r t i c i p a t i n g areas and expansions or c o n t r a c t i o n s of the u n i t 
area, s h a l l be submitted t o the D i r e c t o r of the D i v i s i o n f o r 
approval. 

(6) This order s h a l l be e f f e c t i v e upon the f i r s t of the month 
f o l l o w i n g approval by the D i v i s i o n , the Commissioner of Public 
Lands of the State of New Mexico, and the appropriate agency of the 
United States Department of I n t e r i o r ; t h i s order s h a l l terminate 
ipso f a c t o upon the t e r m i n a t i o n of said Unit Agreement; and the 
l a s t u n i t operator s h a l l n o t i f y the D i v i s i o n immediately i n w r i t i n g 
of such t e r m i n a t i o n . 

(7) J u r i s d i c t i o n i s hereby 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 D i v i s i o n may deem necessary. 

DONE at Santa Fe, New Mexico, on the date and year hereinabove 
designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

[Sea l ] 
WILLIAM J . LEMAY 
D i r e c t o r 
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EXHIBIT "A" 
CASE NO. 11742 
ORDER NO. R-

SOUTHEAST MALJAMAR GRAYBURG-SAN ANDRES UNIT 
CROSS TIMBERS OPERATING COMPANY 

LEA COUNTY, NEW MEXICO 

TOWNSHIP 17 SOUTH, RANGE 33 EAST, N.M.P.M. 

Section 29 
Section 30 
Section 32 
Section 33 

WJflJEH, SEHSEH, W, SEX 
NEK, NfcSEK, SEKSEK 
N^N%, SEHNEH, mSEU 
NWKNWK, WASWA 



M NEW MEXICO ENERGY, MINERALS 
W NATURAL RESOURCES DEPARTMENT 

April 3, 1997 

Kellahin and Kellahin 
117 N. Guadalupe 
P. O. Box 2265 
Santa Fe, New Mexico 87504 

RE: CASENO. 11742 
ORDER NO. R-3130-A 
ORDER NO. R-3134-C 

Dear Sir: 

Enclosed are two copies of the above-referenced Division order recently entered in the subject case. 

Sincerely, 

cc: BLM - Carlsbad 
Pete Martinez - SLO 
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C r e s s Timbers OII Company 

S.E. MALJAMAR GRAYBURG 

SAN ANDRES UNIT 

LEA COUNTY. NEW MEXICO 

R E V I S E D EXHIBIT "A" 
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REVISED 
EXHIBIT "C" 

SEPTEMBER 1, 1996 

Tract Number 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Percent of Participation in 
Unit Phase II (Eff 9/1/70) 

14.988906% 

2.174986% 

3.217074% 

4.940182% 

2.344968% 

19.898855% 

19.373548% 

6.374393% 

7.568449% 

1.978397% 

3.922912% 

6.382017% 

6.835313% 
100.000000% 


