
O I Q U X t t C A L is* HJjRI TO ACCOMPANY 
A P P L I C A T I O N r O R D£ SIGH A TION Of" 
h - I L S S C A I J E K O UNIT A S E A , L£A COUNTY 
S T A T E O f NE"* MEXICO 

'fK« prev'.»**d »*.a«cal**o U>ut Arsa .6 located in #ou*haaai#ra 

Lea C o r a l , , N«w extt:v, epj^tficui ately f w ^ t y - t i w cf 

X'am CHy oi' Hotoot, ana apj>ro*ui * i i »<«« re rtt. oi the iniertecttoa 

af *J. S, H:*:r*ey Nu. 12 &»d tfc« *ouir. r.oa c.t T<*wn«Wp Soaih, 

J4 g>„*t, 1 ft« »r<%» ia difficult t© travtsT«« eaca*aa o/ In CM of road* Mfei 

in* pr«»#n-.-t- of yr'-.- n*at duews >' «w<t. I O O M *and « h i c h i« vary f*a«-

grainae ttio r«dii*'.. -i»r«<-wa m color. v . ^ u u i o a la the dune »rtftf ;» 

tin- U«d *Sr> o«i « n u r e i v to a «L--ub w-t-- a v*jr / as:tee*ive root ayateir 

a»d k*i0f?| t. i i " o*K far-• i , 

Tii« »r*» pre-p-of-sd '.:«• uu.likl*-~: =n tha MeecaUr? U»H oucba* 

.# tr:»«m on tH* a ltac net? pUi, * ^ - u s c ©» Map of Saat-ieaat N«w Mexico -

S G S W I I I - 1 - , V. *. D<epf. oi l^tcncr, V, . . O-solojac&L Surrey, Shewn 

»I*o os Sv piat. I x'iriU s. are tl-* o«tl .f i«i n*arfc.< *i*4 prs**atl; 

dacj*tia« f *«*"i ! Umsi, * i l de#ŝ  (De *••>;»; as and ri««.,*r? ta»t »*U* i-h* 

area «:;.'or«<-»4 »>v plat, *»d tte* Un« rr*«a i « t t i o » >•-*"-

/s r a * i e v ; . i : »arv*y *>( *rea , r<\«yauct«<2 hv DrjUiag aa4 

ICjctcwtraticn Con ^ a / , bit. daUneate* £ c >>.te attr»ctiv« *aOcLiaal »iruct*T»l 

ry.%--iVf »i .'vvvB'ito d <=;••*•' Th* *n';U»8«i ^ K ^ . C f»->*p, la&• led fcxcsfcU I i , 

i* <; ..»t,',»uT»fS i'.a • r *; resoais t?« fUTJi' t j i < ? i-at*s»a at the 

aap^assjivairs ir>p -.1 iH .eri .^. , > i.- f- ai ;p *t w-.th ts*?a-~:U<d » C » I T pajRviaf 

ILLEGIBLE 
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faulting is the principle feature and err b m c e i lorei 5, 001 a c r c i . This 

interpretation ic based on lenn- ic records obtained with modem equip­

ment end record quality was conaidered very good, The prepoaed unit 

outline hag been Linn ted by the indicated lowest closing contour between 

fa a lta. guch a unit would encompass the part of the general area which 

appear a to oe under the Influence oi t.ia depicted structural £aatuse, Tha 

relations-up of thia area to nearby wells which have encountered the 

Devonian is indicated on the- enclosed cross section, labeled Exhibit I I I . 

sequence to ne encountered along with eatin ated depths to the n oat 

prominent horizons. Poss.r>ie prc-c. jcuve ic r ations are indicated by 

asterisks {*). It is expected that the initial te»t well would be drilled to 

a depth ol 15,000 feet or fluid in toe Devonian unless production \s indicated 

at a shallower depth. Such depth would test all possible pav aones down to' 

and including tns Devonian. 

Systert Series Formation Expected Depth 

Quaternary Dune, sand and unccnsolidatad Surface to 150' 
it SJ. nd a no red beds 

The toilowm^ tab uauon indicates the expected stratigraphic 

Tertiar y 
T r i a j sic D o c k u n - 150 

Rustler anhydrite 
Salado rial.'te 

1480 
1600 

(Guadalupe Tansi l 
* Yates 

294C 

3500 
4 340 
47?5 
^110 

Per mien "Seven B i v t r i 
•Cueen 
*Gra /bur c 
•Saja Andre* 

ILLEGIBLE 
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lyatem Seriee Formation I ape c tea Depth 

Permian (Leoaard *Bone fprings 7520 
(Wol/cam* •Wolfcamp 10590 

Panna /Iranian *PaattfytvaAiaa 12100 
Viisiiaaippiaa •Wi«»iiiippian lima 13750 

Woodford thai* 14320 
Devonian * Devonian I Una stone 14100 

and/or dolomite 

•Indicate poaaible productive horiaons. All depthe are approximate. 

DRILLING AND EXPLORATION 
COMPANY, INC. 

Chief Geologist 
Jnly 9. 1959 

ILLEGIBLE 
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G E O L O G I C A L R E P O R T 1 c - ACCOMPANY 

A P P U C A T I O N FOR DESIGN A H O N O F 

ktSCALIKO UNIT AREA, Li,A COUNTY 
S T A T E OF NEW MEXICO 

Th* proposed Keeealero Unit Are* 9 located in southeastern 

Lee Count;, New Mexico, approxi atety twenty-four rdies west of 

the Citv of Hobbs, and approx:»r atei, s i* r lies north of the intersection 

if U. 5. Highway No, 62 and the sout, line of Township W South, Range 

34 East , The area is difficult to traverse nertui t of l a c of roads and 

the presence t>i" pr~ . nent dunes -of soft, louse sand which is ver y fine­

grained and reddish -f)rowB in color. Vegetation in the dune areas .a 

li.i Ued al ' ost entirely to a I J * shrub wit- a very extensive root s/stei* 

and belong.np t the cah far 1 . 

The area proposed r e include] n the Mescalero Unit outline 

is shown on the attached plat, a portion of Vap cf Southeast New Mexico -

Roswell ', V. 5. Dept. cf Interior, U. i . Geological Survey. Shown 

also on this plat, labeled Exhibit i are *n. outlines of nearb/ and presently 

existing Tederal Units, all deep (Devomtn and deeper) test wells in the 

area an braced by tne plat, and the Une of cress section A - A ' . 

A recent aeien ic survey of th* area, conducted by Drilling and 

Exploration Com pany, Inc. delineated a quite attractive anticlinal structural < 

feature at Devonian depth. The enclosed i « i i n ' i c n ip , labeled Lxhioit I I , 

.a contoured in tiroe and represents the structural configuration at the 

approximate top of the Devonian. A do< A\ uplift with expected accompanying 

ILLEGIBLE BEFORE EXAMINER NUTTER 
OIL CONFERVATiCN C^MM'SSION 

Exw;:ii N O . _ 2 ^ — 

NO 
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fanitiag is th« principle feater* aad embraces eecne I , 000 acree. Tai l 

interpretation ia baaed oa eeiemlc recerda obtained with rood e m eeelp-

meat aad record quality e n considered very gco4. The prepoeed east 

outline has been limited by tha indicated lowest closing eastern* between 

fa alts. Inch a aait waald eaconnpass the part of the general area which 

appears to aa ender the iniT nance of the depicted a tr natural ana i sm. Taa 

reletieaanip oi thia area to nearby walla which have encountered tha 

Devaauan is indicated aa the enclosed croaa section, labeled Exhibit HI. 

The fallowing tabulation indicates tha expected stratigraphic 

sequence to ba anceuatered along with eati mated deptha to tha most 

prominent horisone. Possible productive forcnatioas are indicated by 

asterisks (•). It la expected that the initial teat well weald be drilled te 

a depth of 11,000 feet or fluid in the Devonian unleaa production is indicated 

at a shallower depth. Such depth weald teat all possible pay aones down »>* 

and inc lading the Devonian. 

System Series Formation Expected Depth 

Quaternary Dune, sand and ^consolidated Serf ace to 150' 
Ii sand and red beds 

Tertiary 
Triaasic Dochum 130' 

(Ochea Rustler anhydrite 
Salade Halite 

1400 
1600 

Permian 

puadalupe 

•Seven Rivera 
•Oueen 
• Graybar g 
*8aa Andrea 

Taaail 
•Yates 

2940 
3100 
3 §00 
4350 
4795 
5220 
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Syatcrn 

Permian 

Serica 

(Leonard 
(wolfcamp 

Henna . Ivanian 
Miaaissippian 

Devonian 

Fom.ation 

•Bone Spring* 
•Wolfcamp 

• Penn* ylvanian 
•M: saiasippian lime 

Woodford a hale 
•Devonian lime a ton* 

and /or dolomite 

Expected Depth 

7520 
10590 

12100 
13750 
14320 
14500 

•Indicate po»*ible productive tionaons. All deptha are approximate, 

D R I L L I N G AND E X P L O R A T I O N 
GOV.PANY, I N C . 

Chief Geolo*:at 
July 9, 195-

ILLEGIBLE 



CERTIFICATE OF TERMINATION 

MESCALERO UNIT AGREEMENT 
LEA COUNTY, NEW MEXICO 

There having been presented to the Commissioner of Public Lands 
t 

of the State of New Mexico, an application for termination of the Unit 

Agreement for the development and operation of the Mescalero Unit 

Area, Lea County, New Mexico. The Mescalero Unit Agree­

ment i s dated June 1, 1960 , , , and was approved by the 

Commissioner of Public Lands as of November 6, 1961 and became 
effective November 1, 1960. 

The application f o r termination has been executed by the working 

interests that were committed to the Mescalero Unit Agreement, 

and such constitute i n the aggregate seventy-five (75%) percent, or 

more, on an acreage basis of the working interests so committed and 

that provision i s made fo r the termination of the Unit Agreement under 

Section 20 thereof by the owners of such a percentage of the 

working interests so committed to the Mescalero Unit Agreement. 

NOW, THEREFORE, I do approve the termination of the Mescalero 

Unit Agreement, the termination to be effective as of November 1, 196J5 

IN WITNESS WHEREOF, t h i s C e r t i f i c a t e of Approval of Termination 

i s executed, with seal affixed, t h i s 1st day of November 1965 . 

r'$>'•-•',.-•'**''•>'.: 0, 'V*. Commissioner of Public Lands r 
' ' ' '> '• i - of the State of New Mexico 
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OfOLOGlCMv. 

Termination of Unit Agreement for 
the Development and Operation of 
the Mescalero Unit Area, County of 
Lea, State of New Mexico, and 
Application for Approval Thereof 

No. 14-08-0001-6969 

^ E C E I V E | ) 

OCT 26 1965 

U. S. GEOLOGICAL SURVEY 
ROSWELL, NEW MEXICO 

The Unit Agreement for the Development and Operation of the 
Mescalero Unit Area dated June 1, i960, was approved on October 
14, i960, by the Acting Director of the United States Geological 
Survey and on November 6, 1961, by the Commissioner Of Public 
Lands, State of New Mexico. 

Whereas, the undersigned parties are the owners of more 
than seventy-five (75) per centum on an acreage basis of the 
working interest in the Mescalero Unit Area in Lea County, 
New Mexicoj and 

Whereas, under the terms of Section 20 of the said Unit 
Agreement, the Agreement shall terminate five years from the 
effective date thereof unless a valuable discovery of unitized 
substances has been made on unitized land during said Ini t i a l 
term and said substances can be produced In paying quantities) 
and 

Whereas, said Section 20 further provides that the Unit 
Agreement may be terminated at any time by not less than seventy-
five (75) per centum of the owners of the working Interest on an 
acreage basis with the approval of the Director of the United 
States Geological Survey and by the Comnissioner of Public Lands, 
State of New Mexico. 

Now, therefore, the working interest owners of the Mescalero 
Unit agree to terminate the Unit Agreement for the Development 
and Operation of the Mescalero Unit and do hereby request the ter­
mination of said Unit Agreement by the Director of the United 
States Geological Survey and by the Commissioner of Public Lands, 
State of New Mexico. 

This instrument may be executed in counterparts, no one of 
which needs to be executed by a l l parties. 

In Witness Whereof, this instrument is executed by the under­
signed parties hereto as of the respective dates set opposite their 
signatu^e^-w _ 

A t t e s t c , C * y C ^ Sinclair Oil & Gas Company-Operator 

isslsjt.aTO> secr^ary R. M7 Kobdish p 
- V ^ J X ^ V ^ " ^ — Vice President Jv 

Dated, M r ^ M i / S , / f a S T c 

Attests Humble O i l & Refining Company 

By; 

Dated % 

Attests El Paso Natural Gas Company 

By; 

Dated: D a t e f l „ " W 2 2 » 
Effective as of November 1, 1965 

Acting Director, U. S. Geological Survey 



Termination of Unit Agreement for 
the Development and Operation of 
the Mescalero Unit Area, County oi 
Lea, State of New Mexico, and 
Application for Approval Thereof 

No, 14-O8-OOOI-6969 

°CT261965 

The Unit Agreement for the Development and Operation of the 
Mescalero Unit Area dated June 1, i960, was approved on October 
14, i960, by the Acting Director of the United States Geological 
Survey and on November 6, 1961, by the Commissioner of Public 
Lands, State of New Mexico, 

Whereas, the undersigned parties are the owners of more 
than seventy-five (75) per centum on an acreage basis of the 
working Interest i n the Mescalero Unit Area i n Lea County, 
New Mexicoj and 

Whereas, under the terms of Section 20 of the said Unit 
Agreement, the Agreement shall terminate five years from the 
effective date thereof unless a valuable discovery of unitized 
substances has been made on unitized land during said I n i t i a l 
term and said substances can be produced i n paying quantities; 
and 

Whereas, said Section 20 further provides that the Unit 
Agreement may be terminated at any time by not less than seventy-
five (75) per centum, of the owners of the working interest on an 
acreage basis with the approval of the Director of the United 
States Geological Survey and by the Commissioner of Public Lands, 
State of New Mexico. 

Now, therefore, the working interest owners of the Mescalero 
Unit agree to terminate the Unit Agreement for the Development 
and Operation of the Mescalero Unit and do hereby request the ter- & 
mination of said Unit Agreement by the Director of the United 
States Geological Survey and by the Commissioner of Public Lands, 
State of New Mexico. 

This Instrument may be executed i n counterparts, no one of 
which needs to be executed by a l l parties. 

In Witness Whereof, this instrument i s executed by the under­
signed parties hereto as of the respective dates set opposite their 
signatures. 

Attests Sinclair Oil & Gas Company-Operator 

Assistant Secretary 

Dated % 
* 

Attests 

Dated? 

3y; 
R. M. Kobdish 
Vice President 

Humble Oil & Refining Company 

Attest s 

AGENT AND ATTORNEY-IN-FACT 

El Paso Natural Gas Company 

Bys 

Dated s 
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Termlnation of Unit Agreement fo r 
the Development and Operation of 
;he Mescalero Unit Area, County oi 
jea, State of New Mexico, and 

/Application f o r Approval Thereof 

No. 14-08-0001-6969 

OCT 26 1965 

U S GEOLOGICAL SURVEY 
ROSWELL, m MEXICO 

The Unit Agreement fo r the Development and Operation of the 
Mescalero Unit Area dated June 1, i960, was approved on October 
14, i960, by the Acting Director of the United States Geological 
Survey and on November 6, 1961, by the Commissioner of Public 
Lands, State of New Mexico. 

Whereas, the undersigned parties are the owners of more 
than seventy-five (75) per centum on an acreage basis of the 
working interest i n the Mescalero Unit Area i n Lea County, 
New Mexicoj and 

Whereas, under the terms of Section 20 of the said Unit 
Agreement, the Agreement shall terminate f i v e years from the 
effective date thereof unless a valuable discovery of unitized 
substances has been made on unitized land during said i n i t i a l 
term and said substances can be produced i n paying quantities; 
and 

Whereas, said Section 20 further provides that the Unit 
Agreement may be terminated at any time by not less than seventy-
f i v e (75) per centum of the owners of the working interest on an 
acreage basis with the approval of the Director of the United 
States Geological Survey and by the Commissioner of Public Lands, 
State of New Mexico. 

Now, therefore, the working interest owners of the Mescalero 
Unit agree to terminate the Unit Agreement fo r the Development 
and Operation of the Mescalero Unit and do hereby request the termination 
âppooQQdc of said Unit Agreement by the Director of the United 
States Geological Survey and by the Commissioner of Public Lands, 
State of New Mexico. 

This instrument may be executed i n counterparts, no one of 
which needs to be executed by a l l parties. 

I n Witness Whereof, t h i s Instrument i s executed by the under­
signed parties hereto as of the respective dates set opposite t h e i r 
signatures. 

Attests Sinclair O i l tie Gas Company-Operator 

By s _____________ 
Assistant Secretary R. M. Kobdish 

Dateds 
Vice President 

Attests Humble O i l fie Refining Company 

Bys 

Dated s 

El Paso Natural Gas Company 

By s ^ - C ^ ' * 7 , .< 

Dated s 0 C T 2 5 1965 
Attorney-in-Fact 
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Attest 

By: 

Gulf Oil Corporation 

__v 

Itt'omey In Faot 
—* 

Attest: •>. Pan American Petroleum Company 

By: 

Dated: 

Attest: Continental Oil Company 

By: 

Dated: 

Dated: Catherine B. McElvain, 
Individually and as Executrix of 
the Estate of T. H. McElvain, 
Deceased. 

Dated: Catherine M. Harvey 

Dated: H. McElvain, Jr. 

Dated: Elizabeth R. McElvain 

Dated: Carl R. McElvain 

Dated: Ruth P. McElvain 

Dated: Jacquelln M. Withers 

Dated: William P. Withers, Jr. 

Dated: Ralph C. McElvain, Jr. 

Dated: Peggy P. McElvain 

Dated: Roberta Regan 

Dated: Edith S. McElvain, a Widow 
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Attest: Gulf Oil Corporation 

By; 

Dat?d: 

- ^ v ^ A t t e s t i 

"~.\ 'i-'. Dated? ' 

•' --..Attest: 

Pan American Petroleum Corporptti 

Dated: 

3y: 

1 APPROVED! 

ATTORNEY-IN • FACT D. B. Mason, Jr 

Continental Oil Company 

Dated: Catherine B. McElvain, 
Individually and as Executrix of 
the Estate of T. H„ McElvain, 
Deceased. 

Dated: Catherine M. Harvey 

Dated: 

Dated: 

T. H. McElvain, Jr. 

Elizabeth R. McElvain 

Dated: Carl R. McElvain 

Dated: Ruth P. McElvain 

Dated: Jacquelln M. Withers 

Dated: William P. Withers, Jr. 

Dated: Ralph C. McElvain, Jr. 

Dated: Peggy P. McElvain 

Dated: Roberta Regan 

Dated: Edith S. McElvain, a Widow 
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Attest Gulf Oil Corporation 

Dated:_ 

Attest: 

Dated*,,, 

By: 

Pan American Petroleum Company 

By: 

Continental Oil Company 

Dated: Catherine B. McElvain, 
Individually and as Executrix of 
the Estate of T. H. McElvain, 
Deceased. 

Dated: Catherine M. Harvey 

Dated: T. H. McElvain, Jr. 

Dateds Elizabeth R. McElvain 

Dated: Carl R. McElvain 

Dated: Ruth P. McElvain 

Dated: Jacquelin M. Withers 

Dated: William P. Withers, Jr. 

Dated: Ralph C. McElvain, Jr. 

Dated! Peggy P. McElvain 

Dated: Roberta Regan 

Dated: Edith S. McElvain, a Widow 
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Attest: Gulf Oil Corporation 

Dated; 

Dated: 

Dated: 

By: 

Attest: Pan American Petroleum Company 

By: 

Attest: Continental Oil Company 

By: 

Dated: Catherine B. McElvain, 
Individually and as Executrix of 
the Estate of T. H. McElvain, 
Deceased. 

Dated: Catherine M, Harvey 

Dated: T. H. McElvain, Jr. 

Dated: 

Dated: 

Dated: 

Elizabeth,IW jMcElvain 

Carl^R. McElvain . ~ 

Ruth P. McElvain 
/ 

Dated: Jacquelin M. Withers 

Dated: William P. Withers, Jr. 

Dated s Ralph C. McElvain, Jr. 

Dated: Peggy P. McElvain 

Dated: Roberta Regan 

Dated: Edith S. McElvain, a Widow 
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Attest Gulf Oil Corporation 

Dated; 

Dated; 

By; 

Attest s Pan American Petroleum Company 

By; 

Attest; Continental Oil Company 

Dated: 

3y: 

Dated; Catherine B. McElvain, 
Individually and as Executrix of 
the Estate of T, H. McElvain, 
Deceased. 

Dated: Catherine M. Harvey 

Dated: (P. H. McElvain, Jr. 

Dated: Elizabeth R. McElvain 

Dated: Carl R. McElvain 

Dated: Ruth P. McElvain 

Dated: Jacquelln M. withers 

Dated; William P. Withers, Jr. 

Dated: Ralph C. McElvain, Jr. 

Dated: 

Dated: //- JL L _S 

Peĝ y P.„McElvain 

Roberta Regan 
jig XL 

Dated: Edith S. McElvain, a Widow 



UNIT CWSESS 

STATE 0? TEXAS 

COUNTY OF MIDLAND 0 
_ _ _ _ _ Trie foregoing instrument was acknowledged "before aie this ______day 

of &(VJ?Mue^ 1965, by B. X. KOBDISH , 
Vice President of SINCLAIR OIL & GAS COMPANY, a Maine corpora­
tion, on behalf of said corporation. 

My COSEcission Expires: 

-June .1, I967 

STATE OF TEXAS 

COUNTY OF 

of 
The foregoing instrument vas acknowledged before me this 

_ , 1965, by 
of HUMBLE OIL & REFINING COMPANY, a 

corporation, on behalf of said corporation. 

day 

My Commission Expires: 

June 1, 1967 

STATE OF \ 

COUNTY OF j) 

Notary Public 

of 
The foregoing instrument was acknowledged before me this 

, 1965, by ~ 
of EL PASO NATURAL GAS COMPANY, a_ 

day 

corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF 

of 
The foregoing instrument was acknowledged before me this 

, 1965, by 
of GULF OIL CORPORATION, a 

corporation, on behalf of said corporation. 

day 

My Commission Expires: Notary .Public 



STATE OF TEXAS y 

COUNTY OF MIDLAND $ 

Tee foregoing instrument was acknowledged "before me this day 
of , I965, by B"„ K. KCSDISH 
Vice President of SINCLAIR OIL & GAS COMPANY, a Maine corpora­
tion, on behalf of said corporation. 

My Comamission Expires: Notary Public 

June 1, I967 

STATE OF TEXAS Q 

The foregoing instrument was acknowledged before me this____day 
O f _ _ 2 ^ W / _ , I965 , "by C. M. Carothers 

AObivi A>~n^^ o f HUM5LE OIL & REFINING COMPANY, a 

r*42.L l (Z ,< A M A <L c o r P o r a " t i o n , on behalf of said corporation. 

' • ' '" i i ! ; ; ! -* 1 ' ' 

My Commission Expires: ' Notar;y Public 
SHEILA" DeVOY - Notary Public 

June 1, I967 Midland County, Texas 

STATE OF $ 

COUNTY OF § 

The foregoing instrument was acknowledged before me th i s day 

of _ , 1965, by , 
of EL PASO NATURAL GAS COMPANY, a 

corporation, on behalf of said corporation. 

Notary Public 
My Commission Expires: 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this day 
of , 1965, by 

of GULF OIL CORPORATION, a 
corporation, on behalf of said corporation. 

My Commission Expires: Notary Public 



UNIT CY3ERS 

STATE OF TEXAS j 

COUNTY OF KTDLAI© (j 

Tee foregoing iiistrument was acknowledged before me this day 
of , I965, by Ro M. K03DISH , 
Vice President of SINCLAIR OIL & GAS COMPANY, a Maine corpora­
tion, on behalf of said corporation. 

My Conodssion Expires! Notary Public 

-June 1, 1967 

STATE OF TEXAS § 

COUNTY OF . 

The foregoing instrument was acknowledged before me this day 
of _ _ , 1965, by _ .._ 

of HUMBLE OIL & REFINING COMPANY, a 
corporation, on behalf of said corporation. 

My Commission Expires: Notary Public 

June 1, 1967 

STATE OF TLXAS 

COUNTY OF b L P A S Q I 

The foregoing instrument was acknowledged before me t h i s _ _ _ _ day 
of /{/'SS>&?''J>SJ 1965, by Sam Smith , 

:""-"ff"/,,, ATTORNEY-IN-FACT. of EL PASO NATURAL GAS COMPANY, a 
'' rs's^zu't^z^/ corporation, on behalf of said corporation, 

- / \ • 

-• )- '< • ^ Notary Public 
My Commission Expires: 

,'. '-. gLOiSE BUSSE 
;,,'i»ol»rV Public in and for El Paso Count)-, Tex»» 

MY Commission tX6ir<!s JUIIU 1, 1967 

STATE OF \ 

, COUNTY OF § 

The foregoing instrument was acknowledged before me this day 
of , 1965, by > of GULF OIL CORPORATION, a 

corporation, on behalf of said corporation. 

My Commission Expires: notary Public 



UNIT OWNERS 

STATE OF TEXAS § 

COUNTY G? MIDLAI© 6 

The foregoing instrument was acknowledged before me this day 
1965, by R. K. KG3DISB , 

Vice Pr°sî .at of SINCLAIR OIL & GAS COMPANY, a Maine corpora­
tion, on behalf of said corporation. 

My Commission Expires; Notary Public 

June 1, 1967 

STATE OF TEXAS jj 

COUNTY OF 5 

The foregoing instrument was acknowledged before ae this day 
of 1965, by _._ , 

of HUMBLE OIL & REFINING COMPANYs a 
corporation, on behalf of said corporation. 

My Commission Expires; Notary Public 

June 1^ 19^7 

STATE OF § 

COUNTY OF I 

The foregoing instrument was acknowledged before me this day 
of , , 1965, by , 

of EL PASO NATURAL GAS COMPANY, a_ 
corporation, on behalf of said corporation. 

Notary Public 
My Commission Expires: 

STATE OF MEW MEXICO § 

COUNTY OF 'H4VtS 5 

The foregoing Instrument was acknowledged before me this "J 0 A day 
of . "Z • - • , 1965, by 1 O. MORTLOCK 

Hrnsr In ?s.r>X: of GULF OIL CORPORATION, a 
!7?̂  . V ̂' .IA, corporation, on behalf of said corporation. 

M.Zr 
My Co i^^&icn jtsc£ires: Notary Public 



Unit Owners 
Acknowledgment Page Ho. 2 

STATS OF .y—̂ ' <S':-- \ 

COUNTY 0 ? _ _ j _ _ _ / 0 

.: The foregoing instrument was acknowledged before me this 
day of ' . / •, -> , I965, by D. B. Mason, Jr. 

' ' .- ^ TTQ" N FY-i N-FACT o f ? A K AMERICAN PETROLEUM C0RP0RATI0N7~a 
.0̂ .,- -• ^ . • •; r corporation, on behalf of said corporation. 

'.My. Commission 'Expires? // 7 

Notary'' Public Dorothy / ^ d r u f f 

STATE OF § 

COUNTY OF 0 

Tne foregoing instrument was acknowledged before me this day 
of , 1965, by 

of CONTINENTAL OIL COMPANY, a 
corporation, on behalf of said corporation. 

My Corcmission Expires; 

Notary Public 

STATE OF \ 

COUNTY OF ( 

The foregoing instrument was acknowledged before me this 
day of , I965, by CATHERINE B. McELVAIN, in the capacity 
therein stated. 

My Commission Expires; 

Notary Public 

STATE OF \ 

COUNTY OF \ 

The foregoing instrument was acknowledged before me this day 
of , 1965, by CATHERINE M. HARVEY, in the capacity 
therein stated. 

My Commission Expires: 

Notary Public 

STATE Q? ___ \ 

COUNTY CT \ 

The foregoing instrument was acknowledged before me this day 
of ______ I965, by T. H. McELVAIN, JR., and ELIZABETH R. McELVAIN, 
his wife. 

My Commission Expires: 

Notary Public 



Unit Owners 
Acknowledgment Page No. 2 

STATE OF 

COUNTY OF § 

The foregoing instrument was acknowledged before me this 
day of , 1965, by 

of PAN AMERICAN PETROLEUM COMPANY, a 
corporation, on behalf of said corporation. 

My Commission Expires; 

Notary Public 

STATE 0? 

COUNTY 0F^^<yiA^-W- § 

>;•: Tne foregoing instrument was acknowledged before me this ______ day 
••Of1-.' ^(\^i-^l<-2-^>^UA^y^3 1965> by ALBERT HRUBETZ A , 
'• '-- tmsNFf :s xcr o f CONTINENTAL OIL COMPANY, a Q^^ML^U.' 

corporation, on behalf of said corporation. 

My Commission Expires; 

. . Y- / - / 

STATE OF 

COUNTY OF \ 

Tne foregoing instrument was acknowledged before me this 
day of , I965, by CATHERINE B. McELVAIN, in the capacity 
therein stated. 

My Commission Expires: 

Notary Public 

STATE OF _ 

COUNTY CF 

Tne foregoing instrument was acknowledged before me this day 
of , 1965, by CATHERINE M. HARVEY, in the capacity 
therein stated. 

My Cocaission Expires: 

Notary Public 

STATE CF i 
COUNTY 0F_ \ 

Tne foregoing instrument was acknowledged before me this day 
of , I965, by T. H. McELVAIN, JR., and ELIZABETH R. McELVAIN, 
his wife. 

My Commission Expires: 

Notary Public 



> \ . i — . . . . 

The foregoing instrument was acknowledged before me this day ' cj \ 
of ___^_________> I9°5, by CARL.R.,McELVAIN.and RUTH ?. McELVAIN; his wife. 

Hy Coirnission Expires? \ j \ ' \ „ / ~' 

S " •*> , ^ Notary Public 

STATE 0? OHIO \ 

COUNTY 0? HAMILTON \ 

Tne foregoing instrument was acknowledged before~T_e—_is day of 
, 1965, by WILLIAM ?. WITHERS, JR., and JACQUELIN M. WITHERS 

his wife, 

MY COMMISSION DOES NOT EXPIRE: 

Notary Public 

STATE 0? ILLINOIS \ 

COUNTY 0? MARION \ 

The foregoing instrument was acknowledged before me this day 
of , I965, by RALPH C. McELVAIN, JR., and PEGGY P. McELVAIN, 
his wife. 

My Commission Expires: 

Notary Public 

STATE CF 

COUNTY CF \ 

The foregoing instrument was acknowledged before me this day of 
, I965, by ROBERTA REGAN, a widow. 

My Commission Expires: 

Notary Public 

STATE 0? ILLINOIS 

COUNTY CF I1ARICN 

The foregoing instrument was acknowledged to me this day of 
, I965, by EDITH S. McELVAIN, a widow. 

My Commission Expires: 

Notary Public 



Tie foregoing instrument vas acknowledged before me this day 
, I965, by CARL K. McSLVAIS and RUTH ?. McELVAIN, his wife. 

Ky Coa~ission Empires: 

STATE 0? OHIO 

COUNTY C? HAMILTON 

Notary Public 

Tne foregoing instrument was acknowledged before me this day of 
, 1965, by WILLIAM P. WITHERS, JR., and JACQUELIN M. WITHERS, 

_._S "W___ o o 

MY COMMISSIO:; DOES NOT EXPIRES 

Notary Public 

STATS 0? ILLINOIS § 

COUNTY 0? JSARICN 5 

Tne foregoing instrument was acknowledged before me this day 
of , I965,'by RALPH C. McELVAIN, JR., and PEGGY P. McELVAIN, 
his wife. 

My Commission Expires; 

Notary Public 

. ESTATE ;;e? 

couifri 'OF, '(;•>.. 5 
/ , The foregoing instrument was acknowledged before me this //•• day of 

/ / :y : : i - . . 1965, by ROBERTA REGAN, a widow. 

Commission Expires; 

,-. , / / -7/.- 7 Notary Public 

1 ILLEGIBLE 
STATS 0? ILLINOIS 

COUNTY OF 2-IARICX 

The foregoing instrument was acknowledged to me this day of 
I965, by EDITS S. McELVAIN, a widow. 

My Commission Expires: 

Notary Public 



S I N C L A I R O I L & G A S C O M P A N Y 

' DviinLA\D, TEXAS 

P . O . B O X 1 4 7 0 

Jtme 11, 1963 

M I D L A N D D I V I S I O N -

iro "• Mescalero Ridge '.'nits 

Gantlscten: 

Please refar to our letter dated Hay 2, 19633 wherein we advised 
that v:*o ware acquiring the leasehold irte^s^ta of Drilling and explora­
tion Co-peny_ Inc,, and would assume tha iutiaa of operator' of aubjec 
units« 

After further conversations and negotiations with the other parties 
involved, we w i l l not be able to become successor unit operator prior to 
July 1, 1963, Drilling and Exploration Company, Ice«s hes tharefore 
agreed to continue to act as unit operator for the time being and w i l l 
f i l a a l l necassary papers in connection with the units» 

KLOibjc 

ccs All working interest owners 
Address l i s t attached 

cc: Comnlssioner of Public Lands 
State of New Mexico 
Santa Fe, New Mexico 
Attention! Unit Division 

Yours very truly} 

R. M, Kobdifh 
Vice President 

State of New Mexico — 
Oil Conservation Commission 
Santa Fe, New Mexico 



MAILING LIST 

•eacylerc " r . i t _r.'i Go~calei*o .;id_vn 

SI Paso Natural Gas Go-oany 
P. G. iiox 11)92 
-1 rase, Faxes 

"astern -lateral C :•=«•• Gê pan; 
P. ""-ox 1..C* 
Houston 1. Taxes 

Oulf Oi l Corporate-jn 
P. ' j . ''ox 193" 
'c swill s lav ''exico 

Continental Gi l ̂ owp-s.iy 
1710 Fair Gi ld ing 
7ort "orth 2, Texas 

Pan American Petroleum Corporation 
Oi l and n>as 3uilding 
Fort '.'orth, Texas 

Vr. T. I I . ilcElvain 
220 Shelby Street 
Santa Fe, New Mexico 

Mr. ?; Irs. Carl H. GcSlvain 
P. 0. Box 311 
Morris, I l l i n o i s 

Mrs. Jacquelin withers 
8690 liollyhock Jrive 
Cincinnati 31, Ohio 

^ r . Galph G. "cSlvaln, Jr . 
702 South Lynn 
Champaign, I l l i n o i s 

"rs . loborta Hopan 
P. 0. !k>x 172 
"idland, Toxas 

"rs . Sdith S. ,rcELvain 
22ii l!orth Ohio ATonua 
Salem, I l l i n o i s 

• r'hiS„ 0, Tiankhead, Jr. 
VI n? Southland Gentor 
alias l j Tjxaa 

'-rsc-n *<, Hardhead 
.'107 Southland Center 
Dallas 1., Tsxas 

aestor '. Crsbbs 
)" r,c <thlend "enter 

-alias I , Texâ  

-leaner G. Crebbs 
3107 Southland Center 
Dallas 1 , Toxas 

Gorarlssioner of Public Lands 
State of lew l ,exico 
Santa Fe, !!ew vexico 
.-ittantiont Unit Division 

State of New Mexico 
Gil Conservation Comniission 
Santa "ew Mexico 



^Sinclair) S I N C L A I R On. & G A S C O M P A N Y 

P. O. Box 1470 

MIDLAND. TEXAS 

May 2, 1963 

. M I D L A N D D I V I S I O N ' 

United States Department of the Interior 
Geological Survey 
P. 0. Drawer 1857 
Roswell, New 'Mexico 

Attention: Mr. John A. Anderson 
Regional Oil and Gas Supervisor 

Re: Plan of Development - Second Half I963 
Mescalero and Mescalero Ridge Units 
Lea County, Kew Mexico 

Gentlemen: 

This is to advise you that Sinclair Gil & Gas Company has reached 
an agreement with Grilling and Exploration Company, Inc., for t^e 
acquisition of part of their assets including their leasehold Literest 
in the above described units. Jhe legal transfer of these properties 
w i l l not occur u n t i l on or about August 1, 1963. In the interim Sinclair 
w i l l be acting as temporary unit operator of each unit. Please direct 
a l l future inquiries concerning these units to tne above address. 

vie noted in the Drilling and Exploration Company f i l e s your letter 
of December 17, 19o2, concerning a plan of development for the Mescalero 
Unit. Since the acquisition of these properties involves many complica­
tions, we are not able at this time to intelligently evaluate the area 
covered by these units. We are at the present time examining a l l avail­
able seismic and geologic information relative to the units. 

Representatives from our company, including Mr. J. W. Jackson, met 
in your office on April 30, 1963, with Mr. Traywick, Mr. Feldmiller, and 
Mr. Pearcy, to discuss this matter. This letter w i l l confirm our under­
standing obtained at the meeting that we w i l l , on or before July 1, 1963, 
submit a plan of development for the last half of I963 or submit an 
application for the voluntary termination of the Mescalero Unit. 

Very t r u l y yours, 

RLOjbjc 

R. L. Elston 





L A W O F F I C E S 

H E R V E Y 1 8 7 1 - 1 9 5 3 H E R V E Y , D O W 5 . H L N K L E 

T E L E P H O N E M A I N 2 - 6 5 I O 

HIRAM M DOW 
CLARENCE E HINKLE H t N K L E B U I L D I N G 
W E BONDUR ANT, JR. 
GEORGE H H U N K E R , J R R O S W E L L , N E W M E X I C O 
HOWARD C. BRATTON 
s . B . C H R I S T Y iv P O S T O F F I C E B O X 5 4 7 

LEWIS C. COX, JR. 

PAULWTETTCTN.JR. A U g U S t 4 , I 9 6 0 " • -

Mr. A. L. Porter, Jr. 
Secretary-Director 
New Mexico Oil Conservation Commission 
P. 0. Box 871 
Santa Fe, New Mexico 

Dear Mr. Porter: 

Enclosed please f i n d i n t r i p l i c a t e Application of 
D r i l l i n g and Exploration Company, Inc. f o r approval of 
Mescalero Unit Area, Lea County, New Mexico. Please 
schedule t h i s f o r the f i r s t Examiner hearing available. 
I believe that there i s probably one the l a t t e r part of 
August, and we would very much l i k e to get on that docket. 

With best regards. 

Very t r u l y yours, 

HERVEY, DOW & HINKLE 

HCB:db 
Enclosures 



OFFICE OCC 

n 

March 8, 1962 

• 

/ 

El Paso Natural Gaa Conpany 
£1 Paso, Texas 

Ra: Plan of Developnent 
fox 1962, Mescalero 
Unit, Laa County, 
Nav Mexico 

Attention: Mr. San Smith 

Gentleaen: 

Tha Coewissioner of Public Lands has approved 
your Plan of Developnent for Mescalero Unit Area 
for tha period January 1, 1962 through December 31, 
1962. 

n n We are enclosing one approved copy of this Plan. 

Very truly yours, 

E. S. JOHNNY WALKER 
COMMISSIONER OF PUBLIC LANDS 

ESW/MDT/V 
cc: Oil Conservation Coonisslon 

Santa Fe, Hew Mexico 

U. S. Geological Survey 
Roswell, New Mexico 



(S/ <^Paso ^-Ylaiural ^jas (^ompc iany. 

( b l & a s o , Sfexas 

February 16, 1962 

Mr. J. A. Anderson 
Regional Oil & Gas Supervisor 
United States Geological Survey 
334 Federal Building 
P. 0. Box 6721 
Roswell, New Mexico 

Commissioner of Public Lands 
Office of the Commissioner 
New Land Office Building 
Santa Fe, New Mexico 

Re: Plan of Development for Period January 
1, 1962, through December 31, 1962, 
Mescalero Unit, No. 14-08-0001-6969, 
Lea County, New Mexico 

Gentlemen: 

The Mescalero Unit Agreement was approved by the Acting Director, 
Geological Survey on October 14, 1960, effective November 1, 1960, and 
designated Drilling and Exploration Company, Inc., as Unit Operator. Upon 
commitment of State of New Mexico lands to the Mescalero Unit Agreement, 
such Unit Agreement was approved on November 6, 1961, by the Commissioner 
of Public Lands, State of New Mexico. By instruments dated June 7, 1961, 
Drilling and Exploration Company, Inc. resigned as Unit Operator and El Paso 
Natural Gas Company was designated by a l l parties as Successor Unit Operator. 
Such Designation of Successor Unit Operator was approved by the Commissioner 
of Public Lands of the State of New Mexico, on November 6, 1961, and by the 
Acting Director, Geological Survey, on December 28, 1961. Such Designation of 
Successor Operator i s effective January 1, 1962. 

El Paso Natural Gas Company, as Successor Operator, has heretofore com­
pleted the Mescalero Unit #1 Well as a well capable of producing unitized sub­
stances in paying quantities. Well data i s as follows: 

Spudded: 11-9-60 
Completed: 4-23-61 
Total Depth: 14,784' 
Plugged Back Total Depth: 13,555* 
Perforated Intervals 13,160' to 13,186' 

13,201' to 13,212' 
I n i t i a l Potential: 7,200 MCFPD (Morrow) 



Mr. J. A. Anderson 
Commissioner of Public Lands 

Page 2 

An application for approval of the initial participating area for 
the Morrow formation was submitted on November 3, 1961, such initial 
participating area to include a l l of Section 7, Township 19 South, Range 
34 East, Lea County, New Mexico, to be effective April 23, 1961. 

The Mescalero Ridge Unit #1 Well, approximately 2 1/4 miles to the 
south, has been successfully completed in the Bone Springs formation at a point 
low to the wells proposed below. In view of this, possibilities of further success 
in drilling to the Bone Springs formation would appear to be excellent. 

No well is projected to the Morrow formation since the Mescalero Unit #1 
Well has shown a tendency toward a decline in pressure and i t is felt that 
additional time should be taken to evaluate its production history prior to 
further exploration in the Morrow zone. 

Therefore, El Paso Natural Gas Company, as Successor Operator, here­
with submits the following drilling program for the calendar year 1962: 

Unit #2 Well: Location: 

Proposed Depth: 

Unit #3 Well: Location: 

Proposed Depth: 

SE/4, Section 17, Township 19 South, 
Range 34 East 
10,200' to test the Bone Springs 
Formation 

SW/4, Section 17, Township 19 South, 
Range 34 East 
10,200' to test the Bone Springs 
Formation 

In addition to the above wells, El Paso Natural Gas Company, as Unit 
Operator, also plans to d r i l l any offset wells required to prevent drainage 
of unitized substances and any other wells deemed necessary or desirable by 
the Unit Operator and the working interest owners. 



Mr. J. A. Anderson 
Commissioner of Public Lands 

Page 3 

Approval of this Plan of Development for the calendar year 1962 i s 
respectfully requested. -

Sam Smith 
Manager, Land Department 

SS:MB:pp 

APPROVED: DATE: 
Supervisor, United States Geological 
Survey, subject to like approval by 
the Commissioner of Public Lands 

APPROVED: DATE: 
Commissioner of Public Lands, subject 
to like approval by the United States 
Geological Survey 



(jB/ 2so ^Ylaiural Qas (Company, 

- j S i &aso, ffe: 

A p r i l 10, 1962 

Mr. John Anderson 
Regional Supervisor 
United States Geological Survey 
Post Office Box 6721 
Santa Fe, New Mexico 

Commissioner of Public Lands 
State of New Mexico 
New Land Office Building 
Santa Fe, New Mexico 

Oil Conservation Commission 
for the State of New Mexico 
Capitol Annex Building 
Santa Fe, New Mexico 

Re: Mescalero Unit 
1962 Plan of Development 
Lea County, New Mexico 

Gentlemen: 

The 1962 Plan of Development for the Mescalero Unit was approved by the regu­
latory bodies on the following dates: 

United States Geological Survey 
Commission of Public Lands 

March 20, 1962 
March 8, 1962 

Copies of this letter are being sent to a l l working interest owners of the 
Mescalero Unit. 

Very truly yours, 

David T. Burleson 
Area Coordinator 
Land Department 

DTB:SHM:bn 

cc: Drilling and Exploration Company, Inc. 
Exchange Bank Building 
P. 0. Box 35366, Airlawn Station 
Dallas 35, Texas 

Pan American Petroleum Corporation 
P. 0. Box 268 
Lubbock, Texas 
Attention: Mr. Neil S. Whitmore 

Mr. and Mrs. Carl R. McElvain 
Post Office Box 311 
Morris, I l l i n o i s 

Mr. T. H. McElvain 
220 Shelby Street 
Santa Fe, New Mexico 



Mr. John Anderson -
Commissioner of Public Lands -
Oil Conservation Commission f o r 
the State of New Mexico Page Two A p r i l 10, 1962 

cc: Mrs. Edith S. McElvain 
224 Ohio Street 
Salem, I l l i n o i s 

Mrs. Jacq-aelin M. Withers 
8690 Hollyhock Drive 
Cincinnati 31, Ohio 

Continental O i l Company 
Box 1377 
Roswell, New Mexico 
Attention: Mr. William A. Mead (3) 

Gulf O i l Corporation 
P. 0. Box 1938 
Roswell. New Mexico 

Western Natural Gas Company 
P. 0. Box 1508 
Houston 1, Texas 

Mrs. Roberta Regan 
P. 0. Box 172 
Midland, Texas 

Mr. Ralph C. McElvain, Jr. 
1208 Julie Drive 
Champaign, I l l i n o i s 



E L P A S O $£AHT0f WO? l9^9 AS COMPANY 

-» Up1 fP *s*. 2 Texas 
1962 JAN * ' 

January 16, 1962 

Coanisaioner of Public bands 
Office of tho Coaaisaloner 
Nov Land Office Building 
Santa Po, Sow Mexico 

Attention: wait Dlvi.ion 

Sot Init ial Morrow Participating Area, 
Mescalero Unit, boa County, gov 

Oontl 

Attached for your fi les U one easy of letter dated January 
U , 1962, froa the log! anal QU aad Gas Supervisor advising that 
tho Application for Approval of the Xaitial Morrow Partidpatias 
Area in tho laaml eia Bait waa approved by the Acting Director of 
the Geological Survey and i s effective aa of April 23, 1S61. 

Yours very truly, 

ORIGINAL 

DAVID T. BURL 

David T. Burleson 
Area Osavdiaator 
Land Bopertaoat 

PTS:MB;pp 

oc: Oil Conservation Casausslea 



IN REPLY REFER TO-. 

UNITED STATES 

DEPARTMENT OF THE INTERIOR 
GEOLOGICAL SURVEY 

Drawer 1357_ 
Roswel 1,, New_,Me~x~i"CO 

January 11, 1962 

VS5 OS?nRTI.'.EKT .'•7 
£1 Paso Natural Gas Company 
P. 0. Box 1492 
El Paso, Texas 

Attention: Mr. T. W. B i t t i c k 

Gentlemen: 

Your application of November 3, 1961, for the i n i t i a l Morrow 
participating area for the Mescalero unit agreement; Lea County, 
New Mexico, was approved on December 28, 1961, by the Acting 
Director of the Geological Survey, effective as of A p r i l 23, 1961. 

One approved copy of the application i s enclosed. I t i s assumed 
that you w i l l furnish the State of New Mexico and any other interested 
party with appropriate evidence of this approval. 

Very t r u l y yours, 

JOHN A. ANDERSON 
Regional Oil and Gas Supervisor 



m i « Of'F/r.t OCC 

January 10, 1962 

Corasissionar of Public Lands 
Office of the Coaaissioaer 
New Land Office Building 
Santa Fe, New Mexico 

Dear Sir: 

We attach for your files one copy of a letter dated January 
3, 1962, froa tho United States Geological Surrey stating 
that tho Bosignatioa of Successor Unit Operator dated June 
7, 1961, appointing El Paso Natural Gas Coapaay as successor 
unit operator for the Mescalero Gait, Lea County, Mow Mexico, 
was approved oa December 28, 1961. 

Very truly yours, 

David T. Burleson 
Area Coordinator 
Lead Department 

DTB:MB:dk 
Attachment 

cc: Oil Conservation Coaaissioner 



IN REPLY REFER TOl 

^ ' UNITED STATES 
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEY 

W A S H I N G T O N 25, D. C. 

3 1952 

E l Paso I 'atural Gas Conpc.r.y 
Post Off ice Box 1^92 
E l Paso, Texas 

Gentlenen: 

On December 28, I 9 6 I , Arthur A. Baker, Acting Director of the Geological 
Survey, approved the indenture whereby you becavee the unit operator 
under the Mescalero unit csr&er.ent, Lea County, I-.ew Mexico, lio. 14-03-
OOCI-69S9. 



DPSIGjl'ATICK CP SUCClhJSGR UMIT CPCRATOR 

pieCAC-co u:-:i- APPA 

c:c .... zs . si .' .. cr hi/./ ./..:::CC 

-CC-CCC1-5SSS 

PUIC ...C. I . . . , -.— - I ei : . - day of . . -, , 

1961, by and to t . ~ r Ui> PAi C '.AAA.! C . i CC: . A - _ .:. ...ere corporation, whose 

address i n Ion"; ~ i i i c e i~u ___„, Cl Pa^o, Te.. ... IJ. _ - ; .„r j i f erred to as 

"Ei Peso") an., e_-t, ei -„.e';_e.:i ./ia-Iiing nC et_ _.. „ue „escalero Unit 

Area (hereinait.r r i e e r r t o „a ' /

>t_.n:.; Interest Caere"'. . 

I •_' A E 3 :. I! T E 

hip PC, pursuant to the authority -'Cited i n the Secretary of the 

Interior, under the i.ct .v..;'cv,: Palr....ry 25, _C20, 41 Statutes 437, 30 U.S.C. , 

Section 121 et so;;., _a _....nded hy in- Act oi August S, 194S, 60 Statutes 950, 

end delegated to t.._ Director ei a... _....logic: .1 Survey pursuant tc Departmental 

Order Ko. 2365 ei Corner „ t 1C-P. ; iAP.R. 4.611, 12 P. R. 6734, the Acting 

Director o i -tho Cnitcu Ctui^e G-clcproal Sur/.ry on the 14th day of October, 1960, 

approved the Unit - gr o_.:. . -t i c r the Development and Operation of the hescalero 

Unit Area, veherear. Dm 1 1 — j A A:;pL&mtio:i Cop,„uy. Inc. was designated as Unit 

Operator; ar.a 

ViAC 3, said d r i l l i n g 2: Puplcraticu Co:ap_ay, Inn. has, by Resignation 

of even , te herewith, resigned as send Unit Operator, te he- effective on the 

f i r s t d„.y of the month f o l i o may the .arte of approval cf t h i s Designation by the 

Unit—. it..ten Ccologic_l .* y end 

VAC.. the uncorergrm Acmrrg Interest Owners desire to designate 

I n the successor Unit Cperatcr, effective as of the effective date of 

t • ros._c t i c n of D r i l l i - y ^ Iheplor/.ticn Ccupany.,. Inc., and . 

'.',1-:-.:—3, 21 P:.ec desires to ussuco n i l the r i g h t s , duties and obliga­

tions of the Unit Operator o i said Unit Area pursuant to the terns of said Unit 

Agreee:cnt as of the f i r s t day of the reonth following the approval hereof by the 

PC.;, PhDADPCAZ, _n consideration of the premises, El Paso hereby 

covenants and agrees to f u l f i l l the duties and assume the obligations of Unit 

Operator under and pursuant to the terms of the I.:escaIeio Unit Agreor.ont, and 



DESIGNATION OF SUCCESSOR UNIT OPERATOR 

MESCALERO UNIT AREA 

COUNTY OF L2A, STAPH OF NEW MEXICO 

PC. ^--03-0001-6969 

THIS AGRE3iL3h"T, dated as of tho / day of j/sCs^rutS , 

1961, by and between EL PASO ItLTURAL GAS COMPiPPY, a Delaware corporation, whose 

address i s Post Office Box 1492, SI Paso, Texas, (hur .in_.tter referred to as 

"El Paso") and the owners of unitized working inioresta aa the Hescalero Unit 

Area (hereinafter referred to as "Wcrking Interest Owners"), 

W I T N E S S E T H 

WH£*:LAS, pursuant to the authority vested i n the Secretary of the 

I n t e r i o r , under the Act approved February 25, 1920, 41 Statutes 437, 30 U.S.C., 

Sections 181 et seq., as amended by the Act of August 8, 1946, 60 Statutes 950, 

and delegated to the Director of the Geological Survey pursuant to Departmental 

Order No. 2365 of October G, 1947, 43 C.F.R. Sec. 4.611, 12 F. R. 6784, the Acting 

Director of the United States Geological Survey on the 14th day of October, 1960, 

approved the Unit Agreement for the Development and Operation of the Mescalero 

Unit Area, wherein D r i l l i n g & Exploration Company, Inc. was designated as Unit 

Operator; and 

WKCRL.-1S, said D r i l l i n g & Exploration Company, Inc. has, by Resignation 

of even date herewith, resigned as said Unit Cpsrator, to be effective on the 

f i r s t day of the month following the date of approval of t h i s Designation by the 

United States Geological Survey; and 

WHEREAS, the undersigned Working Interest Owners desire t o designate 

EI Pa. as the Successor Unit Operator, effective as of the effective date of 

the resignation of D r i l l i n g & Exploration Company.,..Inc., and 

WHEREAS, El Paso desires to assume a l l the r i g h t s , duties and obliga­

tions of the Unit Operator of said Unit Area pursuant to the terms of said Unit 

Agreement as of the f i r s t day of the month following the approval hereof by the 

XJJuS«?d S tat es Geological Survey j 

NOW, THEREFORE, i n consideration of the premises, El Paso hereby, 

covenants and agrees to f u l f i l l the duties and assume the obligations of Unit 

Operator under and pursuant to the terms of the Mescalero Unit Agreement, and 



the undersigned Working Interest Owners covenant and agree that, effective upon 

the f i r s t day of the month following the date of approval of t h i s Designation 

by the Director of the United States Geological Survey, SI Paso Natural Gas Com­

pany shall be granted the exclusive r i g h t and privilege of exercising any and 

a l l r ights and privileges as said Unit Operator pursuant to the terms and con­

ditions of said Unit Agreement, said Unit Agreement being hereby incorporated 

herein by reference and made a part hereof as f u l l y and ef f e c t i v e l y as though 

said Unit Agreement were expressly set f o r t h i n t h i s instrument. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the parties hereto 

as of the day and year f i r s t set f o r t h hereinabove. 

EL PASO NATURAL GAS C0L5PANY' 

By 
Attorney-in-Fact 

Attest 

By^ ^Cr> • 

DRILLING & EXPLORATION COMPANY, INC. 

By 

Attes t : 

By -?<:•?• 

, ' / Vice I*s r i£ea t 

WESTERN NATURAL ,GAS COMPANY 

By_ 
W. K. DAVIS 

C0NT-I$ENTA9 0ILJDCa5>A 

L 
By 

PAN AMERICAN PETROLEUM CORPORATION 

STATE OF TEXAS 
i 

COUNTY OF EL PASO \ 

BEFORE MS, the undersigned authority, on t h i s day personally 

, kr.ovv.-. t o mo to ba the person whose name 
ir.strument, and known to me to be The Attorney-i s :;»;MiCV..W\i i o the fovosoi 

iu-Vsc.t i"or EL i'AsO NATURAL a s CcYiPANY, a corporation, and acknowledged to 
me that he executed such instrument f o r the purposes and consideration therein 
expressed, as the act of said corporation and i n the capacity therein stated. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE t h i s 
I 

day of 

-7 
My Commission expires: 

, 1961. 

. <5> 

Notary Public 

1, 10 03 
- 2 -



STATE OF § 

5 
COUNTY OF I 

BEFORE ME, a Notary Public^in and for the State and County aforesaid, 
on t h i s day personally appeared P~ -^ r-' ' • ~.? • . > known to me to be 
the person whose, name i s subscribed to the foregoing ^instrument and known to 
me to be the \ .7 c President of DRILLING & EXPLORATION C0P1PANY, INC. , a 
corporation, and acknowledged to me that as such [ y ^ ; President he executed 
said instrument f o r the purposes and considerations therein expressed, and as 
the act and deed of said corporation. 

A GIVEN UNDER MY HAND AND SEAL OF OFFICE t h i s 7 day of 
' yn,ueP-^ , IS S I . 

0 . n _ 
My Commission Expires: x ^Jj>L i c : - c — f 1 

\ . , Notary /Public in and for 
V(,-v^ / ! 9 & 3 < r :••'<' • > .< County, State 

'\7| Of .^P . /.SL 

STATE OF 1 /£> I 

COUNTY OF nr . ri{:iS g 

BEFCRD! HE, a Notary Public i n and for the State and County aforesaid, 
on t h i s day personally appeared xr. K. T,\"IS , known to me to be 
the person whose name i s subscribed to the foregoing instrument and known to 
me to be the Vic. President of WESTERN NATURAL GAS CCIIPANY, a corporation, 
and acknowledged to me that as such -:; President he executed said instrument 
for the purposes and considerations therein expressed, and as the act and deed 
of said corporation. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE t h i s ?>, 7 day of 
1961. 

My Commission Expires: p j V . hi o^^ss*') 
OLIVE v. HARRISS Notary Public i n and f o r 

Attary Public in and for Harris County, Texas C o u n t y , S t a t e 
—• Ay CorTmission Expires June 1, 1963 

STATE OF ~J<- •/ / : -

COUNTY OF 

BEFORE ME, a Notary Public i n and for the State and County aforesaid, 
on t h i s day personally appeared , known to me to be 
the person whose name i s subscribed to the foregoing instrument and known to 
me to be the g^C5Sr^; of CONTINENTAL OIL COMPANY, a corporation, 
and acknowledged to me that as such 2£2=&sie^ he executed said 
instrument f o r the purposes and considerations therein expressed, and as the 
act and deed of said corporation. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE t h i s / 7 day of 
, 1961. 

Pry Commission Expires: - '- • 1 -.-̂.,v - /—:,'-< 
Notary Public i n and for 

'r " / '(•••. • — t u ̂  ^ A County, State 
Of >AA2A -j.Ji. ,/ ,s 

- 3 -



STATE OF 

COUNTY OF J ^ i y i ^ y ^ -

BEFORE ME, a Notary Public an and for tha State and County aforesaid, 
on t h i s day personally appeared i -•-- . .--SC.:. , known to me to be 
the person whose name i i subscribed to the foregoing instrument and known to 
me to be the: - - • • " - President of PAN AMERICAN PSTROISJIi CORPORATION, a 
corporation, and acknowledged to me that as such.-"- • ------ president he executed 
said instrument f o r the purposes and considerations therein expressed, and as 
the act and deed of said corporation. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE t h i : 
. , ^96-

day of 

My Commission Expires: 

n £u£~s-^ / i f 3. CRAFT 
Notary Public i n and for^e^ye 
County, State of 

STATE OF 2 

COUNTY OF i 

BEFORE ME, a Notary Public i n and for the State and County aforesaid, 
on t h i s day personally appeared _____» known to me to be 
the person whose name i s subscribed to the foregoing instrument and known to 
me to be the ' -pr-e-si^rt of GULF OIL CORPORATION, a corporation, 
and acknowledged to me that as such Pi^e^i-deat he executed said i n ­
strument f o r the purposes and considerations therein expressed, and as 
the act and deed of said corporation. 

/-TSIVEN UPPER MY HAND AND SEAL OF OFFICE this ^ J f ^ " 1 " day of 
v_-; - .-, . . •' -•— - , IS61. ^-

My Commission hxpires: y^>y /y1J 

Notary Public in and for S 
County, State of 



STATE OF TEXAS § 
U KNOW ALL MEN BY THESE PRESENTS 

COUNTY OF DALLAS « 

THAT the undersigned, DRILLING & EXPLORATION CCPPAPY, INC. , a Delaware 

corporation, whose address i s Post Office Box J5366 A i r i e r . Station, Dallas 35, 

Texas, being the duly designated, qualified and acting Unit Operator f o r the 

Development and Operation of the Mescalero Unit Area, Lea County, New Mexico, 

has and, by these presents, does resign as such Unit Operator, effective as 

of the f i r s t day of the month following the date of approval of that certain 

Designation of Successor Unit Operator, of evei. date herewith, by the Director 

of the United States Geological Survey and hereby requests that El Paso Natural 

Gas Company, whose address i s Post Office Box 1492, El Paso, Texas, be approved 

as the Successor Unit Operator. 

;U 
IN WITNESS WHEREOF, t h i s resignation i s executed t h i s / 

day of Q ;... , 1961. 



STATE LAND OFHCE In raply rafar to: 
Unit Division 

MUARAY I MOROAN 
C O M M I S S I O N ! * 

August 23, 1960 

Mr. Howard C. Bratton 
Harvev, Dow k ".inkle 
P.O. Box 547 
Roawall, Mew Mexico 

Dear Mr. Bratton: 

Re: Meacalero Unit Area 
La* County, Hew Mexico 

Reference !• made to your application data* August 4, 1960, 
submitted In bahalf of Drilling and Exploration Coaaany Inc., 
for approval of tha Meacalero Unit Agreement, Laa Comity, law 
Max!co. 

Tow have advised ma that Gulf Oil Corporation, lessee of 
Stata of Www Maxlco laaaa E-1579 embracing tha Sw% of Sac. 32, 
T. 18 8., t. 34 E., 160 acrae, doee not lntaad to commit aald 
Stata laaaa to tha Maacalaro Unit Agra—ant until diacevery of 
unitized tubatancaa in paying amantltlee lt ma da within tha 
unit araa. Tha Gulf laaaa shown aa Tract Ho. 16 oa Exhibit "1" 
attachad to tha unit agraamsmt la tha only Stata land wiehin 
tha unit araa. 

Aa thara la no Stata land now eeing committed, Jthaufi 
of Public Lands of tha Stata of Raw Maxlco doat not daalra 
approve tha Maacalaro PBlt Ayr 

to 
"or to axarciaa any riphET 

^raBTeoTto tha comml as lamer by tha terms thorooT. 

Vary truly youra, 

****** 

Murray E. 
Commlsal of Public Lands 

MEM/MMR/1 



GOVERNOR 

J O H N B U R R O U G H S 
CHAIRMAN 

0 tl Conservation Commission 
LAND COMMISSIONER f j f i M f m W l k STATE GEOLOGIST 
MURRAY B. MORGAN Q J f l p M l l A. L. PORTER. JR 

S K C R K T A R V O I R S C T 

P . O. B O X 8 7 1 

S A N T A F E 

August Si* it#v 

•ov • llakls Re: Case No. 
T; Order Wo.aVXft U, ate* tattai -sa&as. 

Applleant: 

D r i l l f a • mmhmmU** Ca, 

Dear Sir: 

Enclosed herewith are two copies of the above-referenced 
Commission order recently entered in the subject case. 

Very truly yours, 

A. L. PORTER, Jr., 
Secretary-Director 

i r / 

Carbon copy of order also sent to: 

Hobbs OCC m 
Artesia OCC 
Aztec OCC 

Other 



(S/ (_^aso ^Ylatural ^as (Company, 

<Sl <SzPiso, Q"exas ' / j 

November 3, 1961 
V 

O i l Conservation Commission 
of the State of New Mexico 
Capitol Annex Building 
Santa Fe, New Mexico 

Gentlemen: 

Attached f o r your f i l e s is one copy each of Consent and Ratification of 
the Mescalero Unit Agreement and Mescalero Unit Operating Agreement 
which have been executed by the following parties: 

Carl R. McElvain and wife 
R. H. McElvain and wife 
Edith S. McElvain, a widow 
Jacquelin M. Withers and husband 
Ralph C. McElvain, Jr., and wife 
Roberta Regan, Individually and as 

Executrix of the Estate of K. M. 
Regan, Deceased. 

Gulf O i l Corporation 

Tract #14 
Tract #14 
Tract #14 
Tract #14 
Tract #14 
Tract #14 

Tracts #15 and #16 

These instruments are to replace those previously f i l e d on a conditional 
basis, but w i l l i n no manner vary the area covered by the referred to 
Unit Agreement or any of the interests of the various parties thereto. 

Additionally attached f o r your f i l e s is one copy each of Resignation of 
Unit Operator and Designation of Successor Unit Operator dated June 7, 
1961. 

A l l of the instruments referred to herein are being forwarded f o r the 
approval of the Commissioner of Public Lands and the United States Geological 
Survey in accordance with the provisions of the Unit Agreement. 

Yours very t r u l y , 

J^c(d 
David T. Burleson 
Area Coordinator 
Land Department 

DTB: MB: dk 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

GULP OIL CORPORATION, the undersigned, having hereto­
fore on August 19, i960 committed Tract Nos. 2 and 4 shown and 
described i n Exhibits "A" and "B" hereof, respectively, and 
having further agreed to commit Tract Nos. 15 and 16 upon dis­
covery of unitized substances i n paying quantities w i t h i n the 
Ur.it Area described as the Mescalero Unit Area, does hereby 
consent and r a t i f y a l l the terms and provisions of the Mescalero 
Unit Agreement insofar as they apply to Tract Nos. 2, 4, 15 and 
16 and for a l l purposes commit said tracts to the Unit Agreement, 

IN WITNESS WHEREOF, thi s instrument i s executed by the 
undersigned as of the date set f o r t h . 

)ATE: 

GULF OIL CORPORATION 

ATTEST: 

Assistant Secretary 
P. 0. Box 1938, Roswell, New Mexico 

A t to rney-in-Fac t 

ASM 

STATE OF NEW MEXICO 

COUNTY OF CRAVES 

/I 
The foregoir 

day of 
instrument was acknowledged before me t h i s 

, 1961, by W. A. SHELLSHEAR , 
Attorney-in-Fact 0 f o f Gulf Oil Corporation, a Pennsylvania 

corporation, on behalf of said corporation. 

My Commission Expires 
My Commission Expire* Augurt 15, 1962 

WVKsejl 
7-5-61 

(?-7) 

APPRCVZD >M COWlUm TO- j 
I i PASO m m k i GAS (ttSRv 

t i l t *p«f»fo r 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof„ 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as ind i ­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and rat i f y a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof, 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments, 

309 Wtat Jtfftram Street 
Ctrl R. iicKlvain 

M™-<«r tin™!* G£J*H, "797^ fAy^uc^j 
Buth P, MoSlvmin 

STATE OF TV-.TttftT-q 

COUNTY OF aggienr 
ss, 

The foregoing instrument was acknowledged before me this JX*"/ day of 

/U4 t r , l9laA,
 by gt-rt fi« * R»th p. McElvain, 

T 

My Commission Expires: Notary Public 

STATE OF 

COUNTY OF 

) 
) ss. 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of corporation, in behalf 

of said corporation. 

My Commission E>pirss- Notary Public 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest i n the lands or minerals embraced in said unit area, as in d i ­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and rat i f y a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments, 

320 rfowlhy Street 

Santa Fe, tenr ifesino-
Catherine 6« McElvain 

STATE OF MSI MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

The foregoing instrument was acknowledged before me this day of 

19 , by T. H» McElvain and Catharine B. McEtvaln, 

aaabaad and wife . 

My Commission Expires: Notary Public 

STATE OF ) 
) ss, 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of , a corporation, in behalf 

of said corporation. 

My Commission E>pirss: Notary Public 

APPROVED AND CONSENTED TOl 

EL PASO N>T£?AL GAS CO 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof„ 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as in d i ­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ra t i f y a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof, 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments,. 

221 Ohio otrcot l o O ^ V ^ \ \ A ^ C 4 s k \ ^ 0 

STATE OF ILLiiKiLS ) 
) s s o 

COUNTY OF i&iilON ) 

The foregoing instrument was acknowledged before me this^?^> day of 

**^U&^ % y 19 U t , by &-.i'oh i&j&vair., u uiuuv 

My Commission Expires; VNotary Public UW 

STATE OF 

COUNTY OF 
) ssc 

\ 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of corporation, i n behalf 

of said corporation. 

My Commission Empire; Notary Public 

APPROVED AM CONSENTED TO' 
I I MSG NAJiftfS GAS CQSi 

Attorne act 
Unit Operator 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest i n the lands or minerals embraced in said unit area, as in d i ­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ra t i f y a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

r- wr. i n Q 

STATE OF . . l V ) 
) ss. 

COUNTY OF ^L... ) 

The foregoing instrument was acknowledged before me this ^ 'today of 

\. , 19 i> , by c t i i l • • " 

My Commission Expires: Notary'Public 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of , a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 

APPROVED AND CONSENTED T0> f 

EL PASO NAjgl&L GAS COSlgfo 

BY ^ ^ ^ / ^ ^ 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (wnether one cr more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated i n Lea County, New Mexico, which said agree­
ment i s dated the Isz day of June; i960 and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof, 

Tne undersigned a_l.sc- being the owners of the leasehold, royalty or 
ether interest m trie lands cr minerals embraced i n said unit area, as i n d i ­
cated on the schedule attache-! cc said Unit Agreement as Exhibit "B", do hereby 
commit a i l cf the.r said interest cc the Mescalero Unit Agreement and do hereby 
consent thereto and r a t i f y a i l cf the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the o r i g i n a l of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF this- instrument i s executed by the undersigned 
as cf the date set f o r t h ir. t h e i r respective acknowledgments., 

Mcpherson Drive 

Madisonville, Kentuci 
Peggy rt- F. McElvain 

STATE OF «__̂  

COUNTY OF 

The foregoing instrument was aoknowieaged before me this .13,'j day of 

(- V--^ ... .V _, 19t_\. cy Ralph n, Mn^v^tPf T^T Fftggy P. McKLvain, 

foifrlwffld and wife 
7?/ —7 f 

My Commission Expires- * Notary Public^—...^^ 

W Commission Expires July 31, 196? 

STATE OF ) 
3 S .: 

COUNTY OF ) 

Tne foregoing instrument was acknowledged before me th i s day of 

19 ty __ , _ . President 

of , _- a corporation, i n behalf 

of said icr-pcratior. 

My Commission E>.:. c Notary Public 

APPROVED AND CONSENTED TO; 
f l PASO NAJrtfftL GAS COM?** 



CONSENT AND RATIFICATION 
MESCALERO UNIT OPERATING AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing 
lands situated in Lea County, New Mexico, which said agreement is dated the 
1st day of June, I960, and acknowledge that they have read the same and are 
familiar with the terms and conditions thereof. 

The undersigned also being the owners of certain o i l and gas lease­
hold interests committed to said Unit Agreement, and more particularly de­
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to 
said Unit Operating Agreement and r a t i f y a l l of the terms and provisions there­
of exactly the same as i f the undersigned had executed the original of said 
Unit Operating Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

Rob«rtft M* fegtB, Iodivi<ta»lty • _ 
*s __»autrix of Bet* of &• W» Begin* 
Boo—eed 

P. fl. ftfwr 122-

MlrtTnrl. Tmrw« 

STATE OF JBJJS ) 
) ss. 

COUNTY O F j m ^ ^ ) 

The foregoing instrument was acknowledged before me this 27th day of 

July 19__., by Rob»rU M. Rftgan, TrvHrtri.mlly and «• 

Sat, of S. ii, 

My Commission Expires: 
(Q-rtrnda S. Ruff) 

ss. 
STATE OF ) 

) 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 
of 

of said corporation. 

corporation, i n behalf 

My Commission Expires: Notary Public 

ILLEGIBLE 
APPROVED AMD CONSENTED TO' 
EL PASO NMflSfcL GAS CO^IY 

Attcrrey -'fn • Fact 

Unit Operator 



CONSENT AND RATIFICATION 
MESCALERO UNIT OPERATING AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing 
lands situated in Lea County, New Mexico, which said agreement is dated the 
1st day of June, I960, and acknowledge that they have read the same and are 
familiar with the terms and conditions thereof. 

The undersigned also being the owners of certain o i l and gas lease­
hold interests committed to said Unit Agreement, and more particularly de­
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to 
said Unit Operating Agreement and r a t i f y a l l of the terms and provisions there­
of exactly the same as i f the undersigned had executed the original of said 
Unit Operating Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

. ss. 
STATE OF t j ^ j L j t z i ^ 

COUNTY OF -

The foregoing instrument was acknowledged before me this AS day of 

_ ., 19 OA. by iMXm J?, mk fttfflp Ife—lYtlln. 

My Commission Expires: Notary Public— 

) 
) ss. 

STATE OF 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this 

19 , by , President 

day of 

of 

of said corporation. 

corporation, i n behalf 

My Commission Expires: Notary Public 

I 1 

APPROVED AMD COATED 
EL PASO 



CONSENT AND RATIFICATION 
MESCALERO UNIT OPERATING AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing 
lands situated in Lea County, New Mexico, which said agreement is dated the 
1st day of June, I960, and acknowledge that they have read the same and are 
familiar v/ith the terms and conditions thereof. 

The undersigned also being the owners of certain o i l and gas lease­
hold interests cotrimitted to said Unit Agreement, and more particularly de­
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to 
said Unit Operating Agreement and r a t i f y a l l of the terms and provisions there­
of exactly the same as i f the undersigned had executed the original of said 
Unit Operating Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth i n their respective acknowledgments. 

8690 H-llyhoc- Drive 

"MTfftt ft. tt.fr 

Ja^ellnTi. Withers 

PM William F. Withers. Jr. 

STATE OF i f f i w MEXlbo 
; ss. 

COUNTY OF CHAVES) 

The foregoing instrument was acknowledged before me this 29th-ay of 

Align.,t , 19__1, by Jaonualln M. tt_iiiri.ii *nc\ M1H__ P. 

Wlthera, Jr.. wife and husband . 

My Commission Expires: Notary Public ' 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of . , a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 

APPROVED AND msmm m 
EL PASO NAJ^L GAS COMPA 
BY 

Attorney • in" < f^ ir f^ 

Unit Operator 



CONSENT AND RATIFICATION 
MESCALERO UNIT OPERATING AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing 
lands situated in Lea County, New Mexico, which said agreement is dated the 
1st day of June, I960, and acknowledge that they have read the same and are 
familiar with the terms and conditions thereof. 

The undersigned also being the owners of certain o i l and gas lease­
hold interests committed to said Unit Agreement, and more particularly de­
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to 
said Unit Operating Agreement and r a t i f y a l l of the terms and provisions there­
of exactly the same as i f the undersigned had executed the original of said 
Unit Operating Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

2?4 Ohio Street 
Edith S. McElvain 

STATE OF TT.I.INOIS) 
) ss. 

COUNTY OF MARION ) 

The foregoing instrument was acknowledged before me this day of 

frty- , 1 9 _ by Edith S. M _ — _ • widow. 

0 Notary Public " My Commission Expires: " Notary 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of , a corporation, i n behalf 

of said corporation. 

My Commission Expires: Notary Public 

APPROVED AND CONSENTED TO 
EL PASO MJjt$(L GAS COMP 



CONSENT AND RATIFICATION 
MESCALERO UNIT OPERATING AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing 
lands situated in Lea County, New Mexico, which said agreement is dated the 
1st day of June, I960, and acknowledge that they have read the same and are 
familiar with the terms and conditions thereof. 

The undersigned also being the owners of certain o i l and gas lease­
hold interests committed to said Unit Agreement, and more particularly de­
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to 
said Unit Operating Agreement and r a t i f y a l l of the terms and provisions there­
of exactly the same as i f the undersigned had executed the original of said 
Unit Operating Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

220 Shelby Street 

Santa Fe. Hew Mexico 

Catherine 3. MaSlYtta 

STATE OF MS* MIXtCO 
) ss. 

COUNTY OF SUMk^n 

The foregoing instrument was acknowledged before me this / d a y of 

19__, by H. Mej_v_in and Qattgriae B» Mc SI vain, 

_abaaa & wife 

My Commission Expires: Notary Public 

) ss. 
STATE OF ) 

) 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 
of 

of said corporation. 

My Commission Expires: 

corporation, in behalf 

Notary Public 

APPROVED AMD CONSENTED TO: 
EL PASO NAJ^f GAS COMpjtff 
BY 

Attorrey • fS^TTct' 
Unit Operator 



CONSENT AND RATIFICATION 
MESCALERO UNIT OPERATING AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing 
lands situated i n Lea County, New Mexico, which said agreement is dated the 
1st day of June, I960, and acknowledge that they have read the same and are 
familiar with the terms and conditions thereof. 

The undersigned also being the owners of certain o i l and gas lease­
hold interests committed to said Unit Agreement, and more particularly de­
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to 
said Unit Operating Agreement and r a t i f y a l l of the terms and provisions there­
of exactly the same as i f the undersigned had executed the original of said 
Unit Operating Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

jO'i est JofftPiXi. street 

Morris, min* 1 0 —•> ____ o/? ' 

Mtti r . _e_.v«iii 

STATE OF I l l i n o i s ) 
) ss. 

COUNTY OF<fe"u;*-y ) 

The foregoing instrument was acknowledged before me th i s ; day of 

i \ i - (>^ 19(3 | t by a > r I • ^ l a y - i n & i ^ t h t teavain, 

My Commission Expires: Notary Publit 

) ss. 
STATE OF ) 

) 
COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of 

of said corporation. 

corporation, i n behalf 

My Commission Expires: Notary Public 

ILLEGIBLE 

APPROVED AND CONSENTED TO: 
EL PASO NAIUfflS? GAS COM 
BY ̂  ^ZS??V? 

At to r rey • in • fact 

Unit Oper : ; ; r 



CONSENT AND RATIFICATION 
MESCALERO UNIT OPERATING AGREEMENT 

EMBRACING LANDS IN LEA COUNTY. NEW MEXICO 

GULF OIL CORPORATION, the undersigned, having hereto­
fore on August 19, i960 committed Tract Nos. 2 and 4 shown and 
described i n Exhibits "A" and "B" hereof , respectively, and 
having further agreed to commit Tract Nos. 15 and 16 upon dis­
covery of unitized substances i n paying quantities w i t h i n the 
Ur.it Area described as the Mescalero Unit Area, does hereby 
consent and r a t i f y a l l the terms and provisions of the Mescalero 
Unit Operating Agreement insofar as they apply to Tract Nos. 2, 
4, 15 and 16 and for a l l purposes commit said tracts to the Unit 
Operating Agreement. 

IN WITNESS WHEREOF, th i s instrument i s executed by the 
undersigned as of the date set f o r t h . 

DATE: JUL 1 2 1961 

ATTEST: 

GULF OIL CORPORATION 

I r.v 

Prod. 

By 
Assistant Secretary 

P.O. Box 1938, Roswell, New Mexico 
Attorney-in-Fact 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

The foregoing instrument was acknowledged before me this 
/ 2"c^day of , 1961, by _W._A. SHELLS HEAR 
Attorney-in-Fact( 

corporation, on behalf of said corporatio' 
for Gulf Oil Corporation, a Pennsylvania 

N6tary Public f 

My Commission Expires: 
My Commission Expires August 15, 1962 

WVKseji 
7-5-61 

(27) 

APPROVED A?'D_f>OMSENTED TO: 
EL PA:O3^AL GAS/B̂SPAMY 

n •Fact 
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Mr. A. L. Porter, Jr. 
Secretary-Director 
New Mexico Oil Conservation Commission 
P. 0. Box 871 
Santa Fe, New Mexico 

Re: Mescalero Unit Area 
Lea County, New Mexico 

Dear Mr. Porter: 

Forwarded herewith for your f i l e s i n behalf of D r i l l i n g and 
Exploration Company, Inc., Unit Operator, i s a conformed copy of the 
executed unit agreement and a conformed copy of the executed unit 
operating agreement for the subject u n i t area. 

The Mescalero Unit Agreement was approved by the Acting Director, 
U. S. Geological Survey on October _4, I960. The agreement has been 
designated No. 14-08-0001-6969 and became effective November 1, I960. 

FM/rpd 

Enclosures 

cc: Mr. G. R. Brainard, Jr. 
D r i l l i n g and Exploration Company, Inc. 

cc: Mr. Sam Smith 
El Paso Natural Gas Company 

cc: Mr. Hal S. Dean 
El Paso Natural Gas Company 

cc: Mr. W. K. Davis 
Western Natural Gas Company 

Very t r u l y yours, 
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CERTIFICATION—DETERMINATION 

Pursuant to the authority vested i n the Secretary of Interior, 

under the act approved February 25, 1920, 41 Stat. 437, as amended, 30 

U. S. C. sees. 181, et seq., and delegated to the Director of the 

Geological Survey pursuant to Departmental Order No. 2365 of October 8, 

1947, 43 C. F. R. sec. 4.611, 12 F. R. 6784, I do hereby: 

A. Approve the attached agreement for the development and 

operation of the Mescalero Unit 

Area, State of New Mexico . 

B. Certify and determine that the unit plan of development 

and operation contemplated i n the attached agreement is necessary and 

advisable i n the public interest for the purpose of more properly con­

serving the natural resources. 

C. Certify and determine that the d r i l l i n g , producing, rental, 

minimum royalty, and royalty requirements of a l l Federal leases committed 

to said agreement are hereby established, altered, changed, or revoked 

to conform with the terms and conditions of this agreement. 

OCT 1 4 1960 
Dated 

°̂*/â  Director, United States Geological Survey 

14-08-0001 696 9 



HATE LAND OFRGf Tn replv refer to: 
Unit Division 

M U M A V E M O R O A N 
r . O M M l S t l O N I A Aueust 21, 1%0 

Mr. Howard r . Rratton 
Hervev Oow & Hinkle 
P.O. «ow S47 
Roswel \ . New Mexico 

Re: Mescalero Ihr>it Area 
Tea County. New Mexico 

Dear Mr. liratton: 

Reference is made to vour application dated August A, 1960. 
submitted in behalf of Drilling and Fxploration Companv Tne. 
for approval of the Meacalero Unit Agreement, Lea Countv, New 
Mexico. 

You have advised me that Gulf Oil Corporation, lessee of 
State of New Mexico lease P-1579 embracing the SWfc of Sec. 32, 
T. 18 S., R. 34 F., 160 acres, does not intend to coenit said 
State lease to the Mescalero Itnit Agreement until diacoverv of 
unitized substances in paying quantities i s made within the 
unit area. The Gulf lease shown as Tract No. 16 on Fxhiblt 
attached to the unit agreement is the onlv State land within 
the unit area. 

As there i s no State land now being committed, t!he Commissioner 
of Public Lands of the State of New Mexico does not desire to 
aoprove the Mescalero Unit Agreement or to exercise any rights 
granted to the Commissioner bv the terms thereof. 

Verv trulv vours, 

Murrav P. Wnrgan 
Commissioner of Public Lands 

MFM/MMR/1 



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 MEXIC3 FOR 
THE PURPOSE OF CONSIDERING: 

CASE NO. 2060 
Order No. R-1763 

APPLICATION OF DRILLING AND EXPLORATION 
COMPANY, INC., FOR APPROVAL OF THE 
MESCALERO UNIT AGREEMENT, KHICH UNIT WILL 
EMBRACE 4989 ACRES, MORE OR LESS, LOCATED 
IN TOWNSHIPS 18 AND 19 SOUTH, RANGES 33 
AND 34 EAST, NMPM, LEA COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION; 

This cause came on f o r hearing at 9 o'clock a.m. on 
August 24, I960, at Santa Fe, New Mexico, before Daniel S. Nutter, 
Examiner duly appointed by the O i l Conservation Commission of New 
Mexico, h e r e i n a f t e r r e f e r r e d t o as the "Commission," i n accordance 
w i t h Rule 1214 of the Commission Rules and Regulations. 

NOW, on t h i s 31st day of August, 1960, the Commission, 
a quorum being present, having considered the a p p l i c a t i o n , the 
evidence adduced, and the recommendations of the Examiner, 
Daniel S. Nutter, and being f u l l y advised i n the premises, 

FINDS: 

(1) That due public notice having been given as required by 
law, the Commission has j u r i s d i c t i o n of t h i s cause and the subject 
matter thereof. 

(2) That the proposed u n i t plan w i l l i n p r i n c i p l e tend t o 
promote the conservation of o i l and gas and the prevention of 
waste. 

IT IS THEREFORE ORDERED; 

1. That t h i s Order s h a l l be known as the MESCALERO UNIT 
AGREEMENT ORDER. 

2. (a) That the p r o j e c t herein r e f e r r e d t o s h a l l be known 
as the Mescalero Unit Agreement and s h a l l h e r e i n a f t e r be r e f e r r e d 
t o as the "Project." 

(b) That the Plan by which the p r o j e c t s h a l l be operated 
s h a l l be embraced i n the form of a u n i t agreement f o r the develop­
ment and operation of the Mescalero Unit Area, r e f e r r e d t o i n the 
applicant's p e t i t i o n and f i l e d w i t h said p e t i t i o n , and such plan 
s h a l l be known as the Mescalero Unit Agreement Plan. 
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CASE NO. 2060 
Order No. R-1763 

3. That the Mescalero Unit Agreement Plan s h a l l be, and 
hereby i s , approved i n p r i n c i p l e as a proper conservation measure} 
provided, however, t h a t notwithstanding any of the provisions 
contained i n said u n i t 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 , 
duties or obligations which are now, or may hereafter be, vested 
i n the O i l Conservation Commission of New Mexico by law r e l a t i v e 
t o the supervision and c o n t r o l of operations f o r exploration and 
development of any lands committed t o said Mescalero Unit Agree­
ment, or r e l a t i v e t o the production of o i l and gas therefrom. 

4. (a) That the u n i t area s h a l l be: 

NEW MEXICO PRINCIPAL MERIDIAN 

TOWNSHIP 18 SOUTH, RANGE 34 EAST 
Section 31: 
Section 32: 

S/2 
SW/4 

TOWNSHIP 19 SOUTH RANGE 33 EAST 
Section 1: 
Section 12: 

E/2 
E/2 

TOWNSHIP 19 SOUTH, RANGE 34 EAST 
A l l of Sections 5, 6, 7, 8, 17, ; 

containing 4989 acres, more or less. 

(b) The u n i t area may be enlarged or contracted as 
provided i n said Plan; provided, however, t h a t administrative 
approval f o r expansion or contraction of the u n i t area must also 
be obtained from the Secretary-Director of the O i l Conservation 
Commission. 

5. That the u n i t operator s h a l l f i l e w i t h the Commission 
an executed o r i g i n a l or executed counterpart of the Mescalero 
Unit Agreement w i t h i n 30 days a f t e r the e f f e c t i v e date thereof. 

6. That any party owning r i g h t s i n the u n i t i z e d substances 
who does not commit such r i g h t s t o said u n i t agreement before the 
e f f e c t i v e date thereof may the r e a f t e r become a party thereto by 
subscribing t o such agreement or counterpart thereof, or by r a t i ­
f y i n g the same. The u n i t operator s h a l l f i l e w i t h the Commission 
w i t h i n 30 days an o r i g i n a l of any such counterpart or r a t i f i c a t i o n . 

7. That t h i s Order s h a l l become e f f e c t i v e upon the approval 
of said u n i t agreement by the Director of the United States Geo­
l o g i c a l Survey and s h a l l terminate ipso facto upon the termination 
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of said unit agreement. The last unit operator shall immediately 
notify the Commission in writing of such termination. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

JOHN BURROUGHS, Chairman 

S E A L 

MURRAY E . MORGAN, Member 

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

esr/ 



UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 

OF THE MESCALERO UNIT AREA 
COUNTY OF LEA 

STATE OF NEW MEXICO 

MO. 14-08-0001-6969 

1 THIS AGREEMENT, entered into as of the 1st day of June, I960, by and 1 

2 between the parties subscribing, ratifying or consenting hereto, and herein 2 

3 referred to as the "parties hereto," 3 

4 W I T N E S S E T H : 4 

5 WHEREAS, the parties hereto are the owners of working, royalty or 5 

6 other o i l and gas interests in the unit area subject to this agreement, and 6 

7 WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, 7 

8 as amended, 30 U.S.C. Sec. 181 et seq., authorizes Federal lessees and their 8 

9 representatives to unite with each other, or j o i n t l y or separately with others, 9 

10 in collectively adopting and operating a cooperative or unit plan of develop- 10 

11 ment or operation of any o i l or gas pool, f i e l d , or like area, or any part there- 11 

12 of, for the purpose of more properly conserving the natural resources thereof 12 

13 whenever determined and certified by the Secretary of the Interior to be necessary 13 

14 or advisable in the public interest; and 14 

15 WHEREAS, the Commissioner of Public Lands of the State of New Mexico 15 

16 is authorized by an act of the Legislature (Chapter 88, Laws 1943) to consent 16 

17 to and approve the development or operation of lands of the State of New Mexico 17 

18 under this agreement; and 18 

19 WHEREAS, the Oil Conservation Commission of the State of New Mexico 19 

20 is authorized by an act of the Legislature (Chapter 72, Laws 1935, as amended 20 

21 by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and Chapter 168, Laws 21 

22 of 1949) to approve this agreement and the conservation provisions hereof; and 22 

23 WHEREAS, the parties hereto hold sufficient interests in the Mescalero 23 

24 Unit Area covering the land hereinafter described to give reasonably effective 24 

25 control of operations therein; and 25 

26 WHEREAS, i t is the purpose of the parties hereto to conserve natural 26 

27 resources, prevent waste, and secure other benefits obtainable through develop- 27 

28 ment and operation of the area subject to this agreement under the terms, con- 28 

29 ditions, and limitations herein set forth; 29 



1 NOW, THEREFORE, in consideration of the premises and the promises herein 1 

2 contained, the parties hereto commit to this agreement their respective interests 2 

3 in the below-defined unit area, and agree severally among themselves as follows: 3 

4 1. ENABLING ACT AND REGULATIONS. 4 

5 The Mineral Leasing Act of February 25, 1920, as amended, supra, and 5 

6 a l l valid pertinent regulations, including operating and unit plan regulations, 6 

7 heretofore issued thereunder or valid pertinent and reasonable regulations here- 7 

8 after issued thereunder are accepted and made a part of this agreement as to 8 

9 Federal lands, provided such regulations are not inconsistent with the terms of 9 

10 this agreement; and as to non-Federal lands, the o i l and gas operating regulations 10 

11 in effect as of the effective date hereof governing d r i l l i n g and producing opera- 11 

12 tions, not inconsistent with the terms hereof or the laws of New Mexico are hereby 12 

13 accepted and made a part of this agreement. 13 

14 2. UNIT AREA. 14 

15 The area specified on the map attached hereto marked Exhibit "A" is 15 

16 hereby designated and recognized as constituting the unit area, containing 4,988.55 16 

17 acres, more or less. 17 

18 Exhibit "A" shows, in addition to the boundary of the unit area, the 18 

19 boundaries and identity of tracts and leases in said area to the extent known to 19 

20 the Unit Operator. Exhibit "B" attached hereto is a schedule showing to the ex- 20 

21 tent known to the Unit Operator the acreage, percentage, and kind of ownership of 21 

22 o i l and gas interests in a l l land in the unit area. However, nothing herein or 22 

23 in said schedule or map shall be construed as a representation by any party here- 23 

24 to as to the ownership of any interest other than such interest or interests as 24 

25 are shown in said map or schedule as owned by such party. Exhibits "A" and "B" 25 

26 shall be revised by the Unit Operator whenever changes in the unit area render 26 

27 such revision necessary, or when requested by the Oil and Gas Supervisor, herein- 27 

28 after referred to as "Supervisor," or when requested by the Commissioner of 28 

29 Public Lands of the State of New Mexico, hereinafter referred to as "Commissioner," 29 

30 and not less than six copies of the revised exhibits shall be fi l e d with the 30 

31 Supervisor and copies thereof shall be fi l e d with the Commissioner and the New 31 

32 Mexico Oil Conservation Commission, hereinafter referred to as the "Commission. " 32 

33 The above-described unit area shall when practicable be expanded to 33 

34 include therein any additional tract or tracts regarded as reasonably necessary 34 

Mescalero Unit Agreement - Page 2 



1 or advisable for the purposes of this agreement, or shall be contracted to ex- 1 

2 elude lands not within any participating area whenever such expansion or contrac- 2 

3 tion is necessary or advisable to conform with the purposes of this agreement. 3 

4 Such expansion or contraction shall be effected in the following manner: 4 

5 (a) Unit Operator, on i t s own motion or on demand of the Director of 5 

6 the Geological Survey, hereinafter referred to as "Director," or on demand of 6 

7 the Commissioner, after preliminary concurrence of the Director, shall prepare 7 

8 a notice of proposed expansion or contraction describing the contemplated changes 8 

9 in the boundaries of the unit area, the reasons therefor, and the proposed effec- 9 

10 tive date thereof, preferably the f i r s t day of a month subsequent to the date of 10 

11 notice. 3.1 

12 (b) Said notice shall be delivered to the Commission, the Commissioner, 12 

13 and the Supervisor, and copies thereof mailed to the last known address of each ]3 

14 working interest owner, lessee, and lessor whose interests are affected, advis- K 

15 ing that t h i r t y days w i l l be allowed for submission to the Unit Operator of any I f 

16 objections. lu 

17 (c) Upon expiration of the 30-day period provided in the preceding 1' 

18 item (b) hereof, Unit Operator shall f i l e with the Commission, the Commissioner, 18 

19 and the Supervisor evidence of mailing of the notice of expansion or contraction. 19 

20 and a copy of any objections thereto which have been fi l e d with the Unit Opera- 20 

21 tor, together with an application in sufficient number, for approval of such 21 

22 expansion or contraction, and with appropriate joinders. 22 

23 (d) After due consideration of all pertinent information, the expan- 23 

24 sion or contraction shall, upon approval by the Commission, the Commissioner, and 24 

25 the Director, become effective as of the date prescribed in the notice thereof. 25 

26 (e) A l l legal subdivisions of unitized lands (i.e., 40 acres by Gov- 26 

27 ernment survey or its nearest lot or tract equivalent in instances of irregular 27 

28 surveys, however, unusually large lots or tracts shall be considered in multiples 28 

29 of 40 acres, or the nearest aliquot equivalent thereof, for the purpose of elimin- 29 

30 ation under this subsection), no parts of which are entitled to be in a partici- 30 

31 pating area within five years after the f i r s t day of the month following the 31 

32 effective date of the first initial participating area established under this 32 

33 unit agreement, shall be eliminated automatically from this agreement, effective 33 

34 as of the first day thereafter, and such lands shall no longer be a part of the 34 
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1 unit area and shall no longer be subject to this agreement, unless at the ex- 1 

2 piration of said 5-year period diligent drilling operations are in progress on 2 

3 unitized lands not entitled to participation, in which event al l such lands shall 3 

4 remain subject hereto for so long as such drilling operations are continued d i l i - 4 

5 gently, with not more than 90 days' time elapsing between the completion of one 5 

6 such well and the commencement of the next such well, except that the time allowed 6 

7 between such wells shall not expire earlier than 30 days after the expiration of 7 

8 any period of time during which drilling operations are prevented by a matter 8 

9 beyond the reasonable control of Unit Operator as set forth in the section here- 9 

10 of entitled "Unavoidable Delay"; provided that a l l legal subdivisons of land not 10 

11 in a participating area and not entitled to become participating under the ap- 11 

12 plicable provisions of this agreement within 10 years after said first day of 12 

13 the month following the effective date of said first initial participating area 13 

14 shall be eliminated as above specified. Determination of creditable "Unavoid- 14 

15 able Delay" time shall be made by Unit Operator and subject to approval of the 15 

16 Commissioner and the Director. The Unit Operator shall, within 90 days after 16 

17 the effective date of any elimination hereunder, describe the area so eliminated 17 

18 to the satisfaction of the Commissioner and the Director and promptly notify a l l 18 

19 parties in interest. 19 

20 If conditions warrant extension of the 10-year period specified in 20 

21 this subsection 2(e), a single extension of not to exceed 2 years may be accom- 21 

22 plished by consent of the owners of 90% of the current unitized working interests 22 

23 and 60$ of the current unitized basic royalty interests (exclusive of the basic 23 

24 royalty interests of the United States), on a total-nonparticipating-acreage 24 

25 basis, respectively, with approval of the Commissioner and the Director, pro- 25 

26 vided such extension application is submitted to the Commissioner and the 26 

27 Director not later than 60 days prior to the expiration of said 10-year period. 27 

28 Any expansion of the unit area pursuant to this section which embraces 28 

29 lands theretofore eliminated pursuant to this subsection 2(e) shall not be con- 29 

30 sidered automatic commitment or recommitment of such lands. 30 

31 3. UNITIZED LAND AND UNITIZED SUBSTANCES. 31 

32 A l l land committed to this agreement shall constitute land referred to 32 

33 herein as "unitized land" or "land subject to this agreement." A l l o i l and gas 33 

34 in any and a l l formations of the unitized land are unitized under the terms of 34 
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1 this agreement and herein are called "unitized substances." 1 

2 4- UNIT OPERATOR. 2 

3 Drilling and Exploration Company, Inc., with offices at Dallas, Texas, 3 

4 is hereby designated aa Unit Operator and by signature hereto as Unit Operator 4 

5 agrees and consents to accept the duties and obligations of Unit Operator for 5 

6 the discovery, development, and production of unitized substances as herein 6 

7 provided. Whenever reference is made herein to the Unit Operator, such reference 7 

8 means the Unit Operator acting in that capacity and not as an owner of interest 8 

9 in unitized substances, and the term "working interest owner" when used herein 9 

10 shall include or refer to Unit Operator as the owner of a working interest when 10 

11 such an interest is owned by i t . 11 

12 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. 12 

13 Unit Operator shall have the right to resign at any time prior to the 13 

14 establishment of a participating area or areas hereunder, but such resignation 14 

15 shall not become effective so as to release Unit Operator from the duties and 15 

16 obligations of Unit Operator and terminate Unit Operator's rights as such for 16 

17 a period of six months after notice of intention to resign has been served by 17 

18 Unit Operator on a l l working interest owners and the Commission, the Commissioner, 18 

19 and the Director, and u n t i l a l l wells then drilled hereunder are placed in a 19 

20 satisfactory condition for suspension or abandonment whichever is required by 20 

21 the Supervisor as to Federal lands and by the Commission as to other lands, un- 21 

22 less a new Unit Operator shall have been selected and approved and shall have 22 

23 taken over and assumed the duties and obligations of Unit Operator prior to the 23 

24 expiration of said period. 24 

25 Unit Operator shall have the right to resign in like manner and sub- 25 

26 ject to like limitations as above provided at any time a participating area 26 

27 established hereunder is in existence, provided, that such resignation shall 27 

28 not release Unit Operator from any l i a b i l i t y for any default by i t hereunder 28 

29 occurring prior to the effective date of i t s resignation. 29 

30 The Unit Operator may, upon default or failure in the performance of 30 

31 i t s duties or obligations hereunder, be subject to removal by the same percent- 31 

32 age vote of the owners of working interests determined in like manner as herein 32 

33 provided for the selection of a new Unit Operator. Such removal shall be effec- 33 

34 tive upon notice thereof to the Commissioner and the Director. 34 
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1 At any time for any reason whatsoever there is no Unit Operator, u n t i l 

2 a successor Unit Operator is selected and approved as hereinafter provided, the 2 

3 working interest owners shall be joint l y responsible for performance of the 3 

4 duties of Unit Operator, and shall not later than t h i r t y days before such resig- 4 

5 nation or removal becomes effective appoint a common agent to represent them in 5 

6 any action to be taken hereunder. 6 

7 The resignation or removal of Unit Operator under this agreement shall 7 

8 not terminate i t s right, t i t l e , or interest as the owner of a working interest 8 

9 or other interest in unitized substances, but upon the resignation or removal of 9 

10 Unit Operator becoming effective, such Unit Operator shall deliver possession of 10 

11 a l l equipment, materials, and appurtenances used in conducting the unit operations 11 

12 and owned by the working interest owners to the new duly qualified successor Unit 12 

13 Operator or to the owners thereof i f no such new Unit Operator is elected, to be 13 

14 used for the purpose of conducting unit operations hereunder. Nothing herein 14 

15 shall be construed as authorizing removal of any material, equipment and appurten- 15 

16 ances needed for the preservation of any wells. 16 

17 6. SUCCESSOR UNIT OPERATOR. 17 

18 Whenever the Unit Operator shall tender his or i t s resignation as Unit 18 

19 Operator or shall be removed as hereinabove provided, the owners of the working 19 

20 interests in the participating area or areas according to their respective acre- 20 

21 age interests in such participating area or areas, or u n t i l a participating area 21 

22 shall have been established, the owners of the working interests according to 22 

23 their respective acreage interests in a l l unitized land, shall by majority vote 23 

24 select a successor Unit Operator; Provided, That, i f a majority but not less 24 

25 than seventy-five percent of the working interests qualified to vote are owned by 25 

26 one party to this agreement, a concurring vote of one or more additional working 26 

27 interest owners shall be required to select a new operator. Such selection shall 27 

28 not become effective u n t i l (a) a Unit 0P e r ator so selected shall accept in writ- 28 

29 ing the duties and responsibilities of Unit Operator, and (b) the selection shall 29 

30 have been approved by the Commissioner and the Director. I f no successor Unit 30 

31 Operator is selected and qualified as herein provided, the Commissioner and the 31 

32 Director at their election may declare this unit agreement terminated. 32 

33 7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 33 

34 Costs and expenses incurred by Unit Operator in conducting unit operations 34 
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1 hereunder shall be paid and apportioned among and borne by the owners of working 1 

2 interests, a l l i n accordance with the agreement or agreements entered into by 2 

3 and between the Unit Operator and the owners of working interests, whether one or 3 

4 more, separately or collectively. Any agreement or agreements, entered into be- 4 

5 tween the working interest owners and the Unit Operator as provided i n this 5 

6 section, whether one or more, are herein referred to as the "unit operating agree- 6 

7 ment." Such unit operating agreement shall also provide the manner i n which the 7 

8 working interest owners shall be entitled to receive their respective proportion- 8 

9 ate and allocated share of the benefits accruing hereto i n conformity with their 9 

10 underlying operating agreements, leases, or other independent contracts, and such 10 

11 other rights and obligations as between Unit Operator and the working interest 11 

12 owners as may be agreed upon by Unit Operator and the working interest owners; 12 

13 however, no such unit operating agreement shall be deemed either to modify any 13 

14 of the terms and conditions of this unit agreement or to relieve the Unit Operator 14 

15 of any right or obligation established under this unit agreement, and in case of 15 

16 any inconsistency or conflict between the unit agreement and the unit operating 16 

17 agreement, this unit agreement shall prevail. Three true copies of any unit 17 

18 operating agreement executed pursuant to this section should be f i l e d with the 18 

19 Supervisor prior to approval of this unit agreement by the Director. 19 

20 Notwithstanding any provision contained herein to the contrary, each 20 

21 working interest owner shall have the right to take such owner's proportionate 21 

22 share of the unitized substances i n kind or to personally sell or dispose of the 22 

23 same, and nothing herein contained shall be construed as giving or granting to 23 

24 the Unit Operator the right to sell or otherwise dispose of the proportionate 24 

25 share of any working interest owner without specific authorization from time to 25 

26 time so to do. 26 

27 8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. 27 

28 Except as otherwise specifically provided herein, the exclusive right, 28 

29 privilege, and duty of exercising any and a l l rights of the parties hereto which 29 

30 are necessary or convenient for prospecting for, producing, storing, allocating, 30 

31 and distributing the unitized substances are hereby delegated to and shall be 31 

32 exercised by the Unit Operator as herein provided. Acceptable evidence of t i t l e 32 

33 to said rights shall be deposited with said Unit Operator, and together with 33 

34 this agreement, shall constitute and define the rights, privileges, and obligations 34 
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1 of Unit Operator. Nothing herein, however, shall be construed to transfer t i t l e 1 

2 to any land or to any lease or operating agreement, i t being understood that 2 

3 under this agreement the Unit Operator, in i t s capacity as Unit Operator, shall 3 

4 exercise the rights of possession and use vested in the parties hereto only for 4 

5 the purposes herein specified. 5 

6 9. DRILLING TO DISCOVERY. 6 

7 Within six months after the effective date hereof, the Unit Operator 7 

8 shall begin to d r i l l an adequate test well at a location approved by the Super- 8 

9 visor i f on Federal land or the Commission i f on State land, unless on such 9 

10 effective date a well i s being drille d conformably with the terms hereof, and 10 

11 thereafter continue•such d r i l l i n g diligently u n t i l the Devonian formations have 11 

12 been tested or u n t i l at a lesser depth unitized substances shall be discovered 12 

13 which can be produced in paying quantities (to-wit: quantities sufficient to re- 13 

14 pay the costs of d r i l l i n g , and producing operations, with a reasonable p r o f i t ) or 14 

15 the Unit Operator shall at any time establish to the satisfaction of the Super- 15 

16 visor i f on Federal land or the Commissioner i f on State land that further d r i l l - 16 

17 ing of said well would be unwarranted or impracticable, provided, however, that 17 

18 Unit Operator shall not in any event be required to d r i l l said well to a depth i n 18 

19 excess of 15,000 feet. Until discovery of a deposit of unitized substances cap- 19 

20 able of being produced in paying quantities, the Unit Operator shall continue 20 

21 d r i l l i n g diligently one well at a time, allowing not more than six months between 21 

22 the completion of one well and the beginning of the next well, u n t i l a well cap- 22 

23 able of producing unitized substances in paying quantities is completed to the 23 

24 satisfaction of said Supervisor, or u n t i l i t is reasonably proved that the 24 

25 unitized land is incapable of producing unitized substances i n paying quantities 25 

26 i n the formations drille d hereunder. Nothing i n this section shall be deemed to 26 

27 l i m i t the right of the Unit Operator to resign as provided i n Section 5 hereof, 27 

28 or as requiring Unit Operator to commence or continue any d r i l l i n g during the 28 

29 period pending such resignation becoming effective in order to comply with the 29 

30 requirements of this section. The Commissioner and the Director may modify the 30 

31 d r i l l i n g requirements of this section by granting reasonable extensions of time 31 

32 when, in their opinion, such action is warranted. 32 

33 Upon failure to comply with the d r i l l i n g provisions of this section, 33 

34 the Commissioner and the Director may, after reasonable notice to the Unit 34 
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1 Operator, and each working interest owner, lessee, and lessor at their last known i 

2 addresses, declare this unit agreement terminated. 2 

3 ' 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. 3 

4 Within six months after completion of a well capable of producing uni- 4 

5 tized substances i n paying quantities, the Unit Operator shall submit for the 5 

6 approval of the Commissioner and the Supervisor an acceptable plan of development 6 

7 and operation for the unitized land which, when approved by the Commissioner and 7 

8 the Supervisor, shall constitute the further d r i l l i n g and operating obligations 8 

9 of the Unit Operator under this agreement for the period specified therein. From 9 

10 time to time before the expiration of any existing plan, the Unit Operator shall 10 

11 submit for the approval of the Commissioner and the Supervisor a plan for an 11 

12 additional specified period for the development and operation of the unitized land. 12 

13 Any plan submitted pursuant to this section shall provide for the exploration of 13 

14 the unitized area and for the diligent d r i l l i n g necessary for determination of the 14 

15 area or areas thereof capable of producing unitized substances in paying quantities 15 

16 i n each and every productive formation and shall be as complete and adequate as 16 

17 the Commissioner and the Supervisor may determine to be necessary for timely devel- 17 

18 opment and proper conservation of the o i l and gas resources of the unitized area 18 

19 and shall (a) specify the number and locations of any wells to be drilled and the 19 

20 proposed order and time for such d r i l l i n g ; and (b) to the extent practicable 20 

21 specify the operating practices regarded as necessary and advisable for proper 21 

22 conservation of natural resources. Separate plans may be submitted for separate 22 

23 productive zones, subject to the approval of the Commissioner and the Supervisor. 23 

24 Said plan or plans shall be modified or supplemented when necessary to meet 24 

25 changed conditions or to protect the interests of a l l parties to this agreement. 25 

26 Reasonable diligence shall be exercised i n complying with the obligations of the 26 

27 approved plan of development. The Commissioner and the Supervisor are authorized 27 

28 to grant a reasonable extension of the six-month period herein prescribed for 28 

29 submission of an i n i t i a l plan of development where such action is justified be- 29 

30 cause of unusual conditions or circumstances. After completion hereunder of a 30 

31 well capable of producing any unitized substance i n paying quantities, no further 31 

32 wells, except such as may be necessary to afford protection against operations 32 

33 not under this agreement or such as may be specifically approved by the Commis- 33 

34 sioner and the Supervisor, shall be drilled except in accordance with a plan 34 
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1 of development approved as herein provided. 1 

2 11. PARTICIPATION AFTER DISCOVERY. 2 

3 Upon completion of a well capable of producing unitized substances in 3 

4 paying quantities or as soon thereafter as required by the Commissioner or the 4 

5 Supervisor, the Unit Operator shall submit for approval by the Commissioner and 5 

6 the Director a schedule, based on subdivisions of the public-land survey or 6 

7 aliquot parts thereof, of a l l unitized land then regarded as reasonably proved 7 

8 to be productive of unitized substances i n paying quantities; a l l lands i n said 8 

9 schedule on approval of the Commissioner and the Director to constitute a par- 9 

10 ticipating area, effective as of the date of completion of the well, or the 10 

11 effective date of this unit agreement, whichever is later. Said schedule also 11 

12 shall set forth the percentage of unitized substances to be allocated as herein 12 

13 provided to. each unitized tract in the participating area so established, and 13 

14 shall govern the allocation of production from and after the date the participating 14 

15 area becomes effective. A separate participating area shall be established i n 15 

16 like manner for each separate pool or deposit of unitized substances or for any 16 

17 group thereof produced as a single pool or zone, and any two or more participating 17 

18 areas so established may be combined into one with the consent of the owners of 18 

19 a l l working interests in the lands within the participating areas so to be combined, 19 

20 on approval of the Commissioner and the Director. The participating area or 20 

21 areas so established shall be revised from time to time, subject to like approval, 21 

22 whenever such action appears proper as a result of further d r i l l i n g operations 22 

23 °r otherwise, to include additional land then regarded as reasonably proved to 23 

24 be productive in paying quantities, or to exclude land then regarded as rea- 24 

25 sonably proved not to be productive in paying quantities and the percentage of 25 

26 allocation shall also be revised accordingly. The effective date of any revision 26 

27 shall be the f i r s t of the month in which is obtained the knowledge or information 27 

28 on which such revision is predicated, provided, however, that a more appropriate 28 

29 effective date may be used i f justifi e d by the Unit Operator and approved by the 29 

30 Commissioner and the Director. No land shall be excluded from a participating 30 

31 area on account of depletion of the unitized substances. 31 

32 I t is the intent of this section that a participating area shall 32 

33 represent the area known or reasonably estimated to be productive in paying quan- 33 

34 t i t i e s ; but, regardless of any revision of the participating area, nothing herein 34 
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1 contained shall be construed as requiring any retroactive adjustment for pro- 1 

2 duction obtained prior to the effective date of the revision of the participating 2 

3 area. 3 

4 In the absence of agreement at any time between the Unit Operator, the 4 

5 Commissioner, and the Director as to the proper definition and redefinition of a 5 

6 participating area, or until a participating area has, or areas have, been estab- 6 

7 lished as provided herein, the portion of a l l payments affected thereby may be 7 

8 impounded in a manner mutually acceptable to the owners of working interests, 8 

9 except royalties due the United States and the State of New Mexico, which shall 9 

10 be determined by the Supervisor and the Commissioner and the amount thereof de- 10 

11 posited as directed by the Supervisor, and the Commissioner, respectively, to be 11 

12 held as unearned money until a participating area is finally approved and then 12 

13 applied as earned or returned in accordance with a determination of the sum due 13 

14 as Federal and State royalty on the basis of such approved participating area. 14 

15 Whenever i t is determined, subject to the approval of the Supervisor 15 

16 as to wells on Federal land, the Commissioner as to wells on State land, that a 16 

17 well drilled under this agreement is not capable of production in paying quan- 17 

18 tities and inclusion of the land on which i t is situated in a participating area 18 

19 is unwarranted, production from such well, for the purposes of settlement among 19 

20 a l l parties other than working interest owners, shall be allocated to the land 20 

21 on which the well is located so long as such land is not within a participating 21 

22 area established for the pool or deposit from which such production is obtained. 22 

23 Settlement for working interest benefits from such a well shall be made as pro- 23 

24 vided in the unit operating agreement. 24 

25 12. ALLOCATION OF PRODUCTION. 25 

26 All unitized substances produced from each participating area estab- 26 

27 lished under this agreement, except any part thereof used in conformity with 27 

28 good operating practices within the unitized area for drilling, operating, camp 28 

29 and other production or development purposes, for repressuring or recycling i n 29 

30 accordance with a plan of development approved by the Commissioner and the Super- 30 

31 visor, or unavoidably lost, shall be deemed to be produced equally on the acreage 31 

32 basis from the several tracts of unitized land of the participating area estab- 32 

33 lished for such production and, for the purpose of determining any benefits 33 

34 accruing under this agreement, each such tract of unitized land shall have 34 
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1 allocated to i t such percentage of said production as the number of acres of such 1 

2 tract included in said participating area bears to the total acres of unitized 2 

3 land in said participating area, except that allocation of production hereunder 3 

4 for purposes other than for settlement of the royalty, overriding royalty and 4 

5 payments out of production, shall be on the basis prescribed i n the unit oper- 5 

6 ating agreement whether i n conformity with the basis of allocation herein set 6 

7 forth or otherwise. I t is hereby agreed that production of unitized substances 7 

8 from a participating area shall be allocated as provided herein regardless of 8 

9 whether any wells are d r i l l e d on any particular part or tract of said partic- 9 

10 ipating area. I f any gas produced from one participating area is used for re- 10 

11 pressuring or recycling purposes in another participating area, the f i r s t gas 11 

12 withdrawn from such last mentioned participating area for sale during the l i f e 12 

13 of this agreement shall be considered to be the gas so transferred u n t i l an 13 

14 amount equal to that transferred shall be so produced for sale and such gas 14 

15 shall be allocated to the participating area from which i n i t i a l l y produced as 15 

16 constituted at the time of such f i n a l production. 16 

17 13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS AND 17 

18 DRILLING OF WELLS NOT MUTUALLY AGREED UPON. 18 

19 Any party or parties hereto owning or controlling the working interests 19 

20 or a majority of the working interests in any unitized land having thereon a 20 

21 regular well location may, with the approval of the Supervisor as to Federal land, 21 

22 or the Commission as to State land, at such party's sole risk, cost and expense, 22 

23 d r i l l a well to test any formation for which a participating area has not been 23 

24 established or to test any formation for which a participating area has been 24 

25 established i f such location is not within said participating area, or d r i l l any 25 

26 well not mutually agreed to by a l l interested parties, unless within ninety days 26 

27 of receipt of notice from said party of his intention to d r i l l the well the Unit 27 

28 Operator elects and commences to d r i l l such well i n like manner as other wells 28 

29 are drille d by the Unit Operator under this agreement. 29 

30 I f any well dr i l l e d as aforesaid by a working interest owner results i n 30 

31 production such that the land upon which i t is situated may properly be included 31 

32 in a participating area, such participating area shall be established or enlarged 32 

33 as provided i n this agreement, and the party or parties paying the cost of d r i l l - 33 

34 ing such well shall be reimbursed as provided in the unit operating agreement for 34 
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1 the cost of d r i l l i n g such well, and the well shall thereafter be operated by Unit 1 

2 Operator i n accordance with the terms of this agreement and the unit operating 2 

3 agreement. 3 

4 I f any well d r i l l e d as aforesaid by a working interest owner obtains 4 

5 production in quantities insufficient to j u s t i f y the inclusion i n a participating 5 

6 area of the land upon which such well is situated, such well may be operated and 6 

7 produced by the party d r i l l i n g the same subject to the conservation requirements 7 

8 ' of this agreement. The royalties i n amount or value of production from any such 8 

9 well shall be paid as specified i n the underlying lease and agreements affected. 9 

10 L4. ROYALTY SETTLEMENT. 10 

11 The United States and the State of New Mexico and a l l royalty owners 11 

12 who, under existing contracts, are entitled to take i n kind a share of the sub- 12 

13 stances now unitized hereunder produced from any tract, shall hereafter be en- 13 

14 t i t l e d to the right to take in kind their share of the unitized substances a l - 14 

15 located to such tract, and Unit Operator, or in case of the operation of a well 15 

£6 by a working interest owner as herein i n special cases provided for, such working 16 

17 interest owner, shall make deliveries of such royalty share taken i n kind i n 17 

18 conformity with the applicable contracts, laws, and regulations. Settlement for 18 

19 royalty interest not taken in kind shall be made by working interest owners 19 

20 responsible therefor under existing contracts, laws, and regulations, on or before 20 

21 the last day of each month for unitized substances produced during the preceding 21 

22 calendar month; provided, however, that nothing herein contained shall operate 22 

23 to relieve the lessees of any land from their respective lease obligations for 23 

24 the payment of any royalties due under their leases. . 24 

25 I f gas obtained from lands not subject to this agreement is introduced 25 

26 into any participating area of the lands being operated hereunder, for use in 26 

27 repressuring, stimulation of production, or increasing ultimate recovery, which 27 

28 shall be in conformity with a plan f i r s t approved by the Commission, the Commis- 28 

29 sioner, and the Supervisor, a like amount of gas, after settlement as herein 29 

30 provided for any gas transferred from any other participating area and with due 30 

31 allowance for loss or depletion from any cause, may be withdrawn from the forma- 31 

32 tion into which the gas was introduced, royalty free as to dry gas, but not as to 32 

.33 the products extracted therefrom; provided that such withdrawal shall be at such 33 

34. time as may be provided in the plan of operations or as may otherwise be consented 34 
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.1 to by the Commissioner and the Supervisor, as conforming to good petroleum engi- 1 

2 - neering practice, and provided further, that such right of withdrawal shall 2 

3 terminate on the termination of this agreement. 3 

-4 Royalty due the United States shall be computed as provided in the 4 

5 operating regulations and paid in value or delivered in kind as to a l l unitized 5 

6 substances on the basis of the amounts thereof allocated to unitized Federal land 6 

7 as provided herein at the rates specified in the respective Federal leases, or at 7 

8 ' such lower rate or rates as may be authorized by law or regulation; provided, that 8 

9 for leases on which the royalty rate depends on the daily average production per 9 

10 well, said average production shall be determined in accordance with the operating 10 

11 regulations as though each participating area were a single consolidated lease. 11 

12 Royalty due on account of State lands shall be computed and paid on 12 

13 the basis of a l l unitized substances allocated to such lands. 13 

14 15. RENTAL SETTLEMENT, 14 

15 Rental or minimum royalties due on leases committed hereto shall be paid 15 

16 by working interest owners responsible therefor under existing contracts, laws, 16 

17 and regulations, provided that nothing herein contained shall operate to relieve 17 

18 the lessees of any land from their respective lease obligations for the payment 18 

19 of any rental or minimum royalty in lieu thereof due under their leases. Rental 19 

20 or minimum royalty for lands of the United States subject to this agreement shall 20 

21 be paid at the rate specified in the respective leases from the United States 21 

22 unless such rental or minimum royalty is waived, suspended, or reduced by law or 22 

23 hy approval of the Secretary or his duly authorized representative. 23 

24 Rentals on State of New Mexico lands subject to this agreement shall 24 

25 be paid at the rates specified in the respective leases. 25 

26 With respect to any lease on non-Federal land, i f and when committed 26 

27 to this agreement, containing provisions which would terminate such lease unless 27 

28 d r i l l i n g operations were within the time therein specified commenced upon the 28 

29 land covered thereby or rentals paid for the privilege of deferring such d r i l l - 29 

30 ing operations, the rentals required thereby shall, notwithstanding any other 30 

31 provision of this agreement, be deemed to accrue and become payable during the 31 

32 term thereof as extended by this agreement and u n t i l the required d r i l l i n g 32 

33 operations are commenced upon the land covered thereby or some portion of such 33 

34 land is included within a participating area. 34 
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1 16. CONSERVATION. 1 

2 Operations hereunder and production of unitized substances shall be 2 

3 conducted to provide for the most economical and efficient recovery of said 3 

4 substances without waste, as defined by or pursuant to State or Federal law or 4 

5 regulation. 5 

6 17. DRAINAGE. 6 

7 The Unit Operator shall take appropriate and adequate measures to pre- 7 

8 vent drainage of unitized substances from unitized land by wells on land not sub- 8 

9 ject to this agreement, or with the consent of the Director or the Commissioner, 9 

10 respectively, pursuant to applicable regulations pay a f a i r and reasonable 10 

11 compensatory royalty as determined by the Supervisor with consent of the Com- 11 

12 missioner. 12 

13 18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. 13 

14 The terms, conditions, and provisions of a l l leases, subleases, and 14 

15 other contracts relating to exploration, d r i l l i n g , development, or operation for 15 

16 o i l and gas of lands committed to this agreement are hereby expressly modified 16 

17 and amended to the extent necessary to make the same conform to the provisions 17 

18 hereof, but otherwise to remain in f u l l force and effect; and the parties hereto 18 

19 hereby consent that the Secretary as to Federal leases and the Commissioner as 19 

20 to State leases shall and each by his approval hereof, or by the approval hereof 20 

21 by his duly authorized representative, does hereby establish, alter, change, or 21 

22 revoke the d r i l l i n g , producing, rental, minimum royalty, and royalty require- 22 

23 ments of Federal and State leases committed hereto and the regulations In respect 23 

24 thereto to conform said requirements to the provisions of this agreement, and, 24 

25 without limiting the generality of the foregoing, a l l leases, subleases, and 25 

26 contracts are particularly modified i n accordance with the following: 26 

27 (a) The development and operation of lands subject to this agreement 27 

28 under the terms hereof shall be deemed f u l l performance of a l l obligations for 28 

29 development and operation with respect to each and every part or separately-owned 29 

30 tract subject to this agreement, regardless of whether there is any development 30 

31 of any particular part or tract of the unit area, notwithstanding anything to the 31 

32 contrary in any lease, operating agreement or other contract by and between the 32 

33 parties hereto, or their respective predecessors in interest, or any of them. 33 

34 (b) Drilling and producing operations performed hereunder upon any 34 
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; tract of unitized lands w i l l be accepted rjrid deemed to be performed upon and for 1 

2 the benefit of each and every tract of unitized land, and no lease shall be 2 

3 deemed to expire by reason of failure to d r i l l or produce wells situated on the 3 

4 land therein embraced. 4 

5 . (c) Suspension of drilling or producing operations on a l l unitized 5 

6 lands pursuant to direction or consent of the Secretary and the Commissioner, 6 

7 or their duly authorized representatives, shall be deemed to constitute such 7 

8 suspension pursuant to such direction or consent as to each and every tract of 8 

9 unitized land. 9 

10 (d) Each lease, sublease or contract relating to the exploration, 10 

11 drilling, development or operation for oil or gas of lands other than those of 11 

12 the United States and the State of New Mexico, committed to this agreement, i f 12 

13 any, which, by its terms might expire prior to the termination of this agreement, 13 

14 is hereby extended beyond any such term so provided therein so that i t shall be 14 

15 continued i n f u l l force and effect for and during the term of this agreement. 15 

16 (e) Any Federal lease for a fixed term of twenty years or any renewal 16 

17 thereof or any part of such lease which is made subject to this agreement shall 17 

18 continue in force beyond the term provided therein u n t i l the termination hereof. 18 

19 Any other Federal lease committed hereto shall continue i n force beyond the term 19 

20 so provided therein or by law as to the committed land so long as such lease re- 20 

21 mains subject hereto, provided, that production is had in paying quantities under 21 

22 this agreement prior to the expiration date of the term of such lease. 22 

23 ( f ) Each sublease or contract relating to the operation and develop- 23 

24 ment of unitized substances from lands of the United States committed to this 24 

25 agreement, which by i t s terms would expire prior to the time at which the under- 25 

26 lying lease, as extended by the immediately preceding paragraph, w i l l expire, is 26 

27 hereby extended beyond any such term so provided therein so that i t shall be con- 27 

28 tinued in f u l l force and effect for and during the term of the underlying lease 28 

29 as such term is herein extended. 29 

30 (g) The segregation of any Federal lease committed to this agreement 30 

31 is governed by the following provision in the fourth paragraph of Sec. 17(b) of 31 

32 the Act of February 25, 1920, as amended by the Act of July 29, 1954, (68 Stat. 32 

33 583, 585): "Any (Federal) lease hereafter committed to any such (unit) plan em- 33 

34 bracing lands that are in part within and in part outside of the area covered by . 34 
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1 any such plan shall be segregated into separate leases as to the lands committed 1 

2 and the lands not committed as of the effective date of unitization; provided, 2 

3 however, that any such lease as to the nonunitized portion shall continue in force 3 

4 and effect for the term thereof but for not less than two years from the date of 4 

5 such segregation and so long thereafter as oil or gas is produced in paying quan- 5 

6 titles.« 6 

7 (h) Any lease embracing lands of the State of New Mexico having only 7 

8 a portion of its lands committed hereto shall be segregated as to the portion com- 8 

9 mitted and as to the portion not committed and the terms of such leases shall 9 

10 apply separately as to such segregated portions commencing as of the effective 10 

11 date hereof. Notwithstanding any of the provisions of this agreement to the 11 

12 contrary, any lease embracing lands of the State of New Mexico having only a 12 

13 portion of its lands committed hereto shall continue in full force and effect be- 13 

14 yond the term provided therein as to a l l lands embraced in such lease, i f oil and 14 

15 gas, or either of them, are discovered and are capable of being produced in paying 15 

16 quantities from some part of the lands (either within or without the unit area) 16 

17 embraced in such lease committed to this agreement at the expiration of the 17 

18 secondary term of such lease; or if, at the expiration of the secondary term, the 18 

19 lessee or the Unit Operator is then engaged in bona fide drilling or reworking 19 

20 operations on some part of the lands embraced therein shall remain in full force 20 

21 and effect so long as such operations are being diligently prosecuted, and i f 21 

22 they result in the production of oil or gas, said lease shall continue in full 22 

23 force and effect as to a l l of the lands embraced therein, so long thereafter as 23 

24 o i l and gas, or either of them, are being produced in paying quantities from any 24 

25 portion of said lands. 25 

26 19. COVENANTS RUN WITH LAND. 26 

27 The covenants herein shall be construed to be covenants running with 27 

28 the land with respect to the interest of the parties hereto and their successors 28 

29 in interest u n t i l this agreement terminates, and any grant, transfer, or convey- 29 

30 ance, of interest in land or leases subject hereto shall be and hereby is condi- 30 

31 tioned upon the assumption of a l l privileges and obligations hereunder by the 31 

32 grantee, transferee, or other successor in interest. No assignment or transfer of 32 

33 any working interest, royalty, or other interest subject hereto shall be binding 33 

34. upon the Unit Operator u n t i l the f i r s t day of the calendar month after Unit Operator 34 
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1 is furnished with the original, photostatic, or certified copy of the instrument 1 

2 of transfer. 2 

3 20. EFFECTIVE DATE AND TERM. 3 

4 This agreement shall become effective upon approval by the Commissioner 4 

5 and the Director, or their duly authorized representatives, as cf the f i r s t day 5 

6 of the month following approval by the Director and shall terminate five years 6 

7 from said effective date unless 7 

8 (a) such date of expiration is extended by the Commissioner and the 8 

9 Director, or 9 

10 (b) i t is reasonably determined prior to the expiration of the fixed 10 

11 term or any extension thereof that the unitized land i s incapable of- production 11 

12 of substances i n paying quantities i n the formations tested hereunder and after 12 

13 notice of intention to terminate the agreement on such ground i s given by the 13 

14 Unit Operator to a l l parties in interest at their last known addresses, the 14 

15 agreement is terminated with the approval of the Commissioner and the Director, or 15 

16 (c) a valuable discovery of unitized substances has been made on 16 

17 unitized land during said i n i t i a l term or any extension thereof, i n which event 17 

18 the agreement shall remain in effect for such term and so long as unitized sub- 18 

19 stances can be produced in paying quantities, i.e., i n this particular instance 19 

20 in quantities sufficient to pay for the cost of producing same from wells on 20 

21 unitized land within any participating area established hereunder and, should 21 

22 production cease, so long thereafter as diligent operations are i n progress for 22 

23 the restoration of production or discovery of new production and so long there- 23 

24 after as the unitized substances so discovered can be produced as aforesaid, or 24 

25 (d) i t is terminated as heretofore provided i n this agreement. 25 

26 This agreement may be terminated at any time by not less than seventy- 26 

27 five percent, on an acreage basis, of the owners of working interests signatory 27 

28 hereto, with the approval of the Commissioner and the Director; notice of any 28 

29 such approval to be given by the Unit Operator to a l l parties hereto. 29 

30 21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. 30 

31 A l l unit production and the disposal thereof shall be in conformity 31 

32 with allocations, allotments and quotas made or fixed by any duly authorized 32 

33 person or regulatory body under any Federal or State statute. The Director is 33 

34 hereby vested with authority to alter or modify from time to time, i n his 34 
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1 discretion, the rate of prospecting and development and within the limits made or 1 

2 fixed by the Commission to alter or modify the quantity and rate of production 2 

3 under this agreement, such authority being hereby limited to alteration or modi- 3 

4 fication in the public interest, the purpose thereof and the public interest to 4 

5 be served thereby to be stated i n the order of alteration or modification; pro- 5 

6 vided, further, that no such alteration or modification shall be effective as to 6 

7 any land of the State of New Mexico as to the rate of prospecting and development 7 

8 in the absence of the specific written approval thereof by the Commissioner and 8 

9 as to any lands of the State of New Mexico subject to this agreement as to the 9 

10 quantity and rate of production i n the absence of specific written approval 10 

11 thereof by the Commission. 11 

12 Powers i n this section vested i n the Director shall only be exercised 12 

13 after notice to Unit Operator and opportunity for hearing to be held not less 13 

14 than fifteen days from notice. 14 

15 22. CONFLICT OF SUPERVISION. 15 

16 Neither the Unit Operator nor the working interest owners nor any of 16 

17 them shall be subject to any forfeiture, termination or expiration of any rights 17 

18 hereunder or under any leases or contracts subject hereto, or to any penalty or 18 

19 l i a b i l i t y on account of delay or failure in whole or in part to comply with any 19 

20 applicable provision thereof to the extent that the said Unit Operator, working 20 

21 interest owners or any of them are hindered, delayed or prevented from complying 21 

22 therewith by reason of failure of the Unit Operator to obtain, i n the exercise 22 

23 of due diligence, the concurrence of proper representatives of the United States 23 

24 and proper representatives of the State of New Mexico in and about any matters or 24 

25 thing concerning which i t is required herein that such concurrence be obtained. 25 

26 The parties hereto, including the Commission, agree that a l l powers and authority 26 

27 vested i n the Commission in and by any provisions of this contract are vested i n 27 

28 the Commission and shall be exercised by i t pursuant to the provisions of the 28 

29 laws of the State of New Mexico and subject in any case to appeal or judicial re- 29 

30 view as may now or hereafter be provided by the laws of the State of New Mexico. 30 

31 23. APPEARANCES. 31 

32 Unit Operator shall, after notice to other parties affected, have the 32 

33 right to appear for or on behalf of any and a l l interests affected hereby before 33̂  

34 the Department of the Interior, the Commissioner and the Commission and to appeal 34 
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1 from orders issued under regulations of said Department, the Commissioner or the • 1 

2 Commission, or to apply for r e l i e f from any of said regulations or i n any pro- 2 

3 ceedings rel a t i v e to operations before the Department of the I n t e r i o r , the Com- 3 

4 missioner or the Commission, or any other legally constituted authority; pro- A 

5 vided, however, that any other interested party shall also have the r i g h t at his 5 

6 own expense to be heard i n any such proceeding. 6 

7 2A. NOTICES. 7 

8 All notices, demands or statements required hereunder to be given or 8 

9 rendered to the parties hereto shall be deemed f u l l y given i f given i n wr i t i n g 9 

10 and personally delivered to the party or sent by postpaid registered mail, 10 

11 addressed to such party or parties at their respective addresses set f o r t h i n 11 

12 connection with the signatures hereto or to the r a t i f i c a t i o n or consent hereof 12 

13 or to such other address as any such party may have furnished i n w r i t i n g to 13 

14 party sending the notices, demand or statement. 14 

15 25. NO WAIVER OF CERTAIN RIGHTS,, 15 

16 Nothing i n th i s agreement contained shall be construed as a waiver by 16 

17 any party hereto of the ri g h t to assert any legal or constitutional r i g h t or de- 17 

18 fense 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 wherein said uni- 18 

19 tized lands are located, or of the United States, or regulations issued thereunder 19 

20 i n any way affecting such party, or as a waiver by any such party of-any r i g h t 20 

21 beyond his or i t s authority to waive. 21 

22 26. UNAVOIDABLE DELAY. 22 

23 A l l obligations under t h i s agreement requiring the Unit Operator to 23 

24 commence or continue d r i l l i n g or to operate on or produce unitized substances 24 

25 from any of the lands covered by th i s agreement shall be suspended while, but 25 

26 only so long as, the Unit Operator despite the exercise of due care and diligence 26 

27 i s prevented from complying with such obligations, i n whole or i n part, by strikes, 27 

28 acts of God, Federal, State, or municipal law or agencies, unavoidable accidents, 28 

29 uncontrollable delays i n transportation, i n a b i l i t y to obtain necessary materials 29 

30 i n open market, or other matters beyond the reasonable control of the Unit 30 

31 Operator whether similar to matters herein enumerated or not. 31 

32 27. FAIR EMPLOYMENT. 32 

33 In connection with the performance of work under th i s agreement, the 33 

34 Unit Operator agrees not to discriminate against any employee or applicant for 34 
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1 employment because of race, religion, color, or national origin. The aforesaid 1 

2 provision shall include, but not be limited to, the following: employment, up- 2 

3 grading, demotion, or transfer; recruitment or recruitment advertising, layoff 3 

4 or termination; rates of pay or other forms of compensation; and selection for 4 

5 training, including apprenticeship. The Unit Operator agrees to post hereafter 5 

6 i n conspicuous places, available for employees and applicants for employment, 6 

7 notices to be provided by the contracting officer setting forth the provisions 7 

8 of the nondiscrimination clause. 8 

9 The Unit Operator agrees to insert the foregoing provision i n a l l sub- 9 

10 contracts hereunder, except subcontracts for standard commercial supplies or raw 10 

11 materials. 11 

12 28. LOSS OF TITLE. 12 

13 In the event t i t l e to any tract of unitized land shall f a i l and the true 13 

14 owner cannot be induced to join i n this unit agreement, so that such tract is not 14 

15 f u l l y committed to this agreement and the operation thereof hereunder becomes Im- 15 

16 practical as a result thereof, such tract shall be automatically regarded as not 16 

17 committed hereto and there shall be such readjustment of future costs and benefits 17 

18 as may be required on account of the loss of such t i t l e . In the event of a dis- 18 

19 pute as to t i t l e as to any royalty, working interest, or other interests subject 19 

20 thereto, payment or delivery on account thereof may be withheld without l i a b i l i t y 20 

21 for interest u n t i l the dispute is f i n a l l y settled; provided, that as to Federal 21 

22 land and State land or leases, no payments of funds due the United States or the 22 

23 State of New Mexico should be withheld, but such funds of the United States shall 23 

24 he deposited as directed by the Supervisor, and such funds of the State shall be 24 

25 deposited as directed by the Commissioner, to be held as unearned money pending 25 

\ 26 f i n a l settlement of the t i t l e dispute, and then applied as earned or returned 26 

27 in accordance with such f i n a l settlement. 27 

28 Unit Operator as such is relieved from any responsibility for any de- 28 

29 feet or failure of any t i t l e hereunder. 29 

30 29. NON-JOINDER AND SUBSEQUENT JOINDER. 30 

31 I f the owner of any substantial interest i n a tract within the unit 31 

32 area f a i l s or refuses to subscribe or consent to this agreement, the owner of the 32 

33 working interest i n that tract may withdraw said tract from this agreement by 33 

34 written notice to the Director, the Commissioner and the Unit Operator prior to % 
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1 the approval of this agreement by the Director. Any o i l or gas interests in 1 

2 lands within the unit area not committed hereto prior to submission of this 2 

3 agreement for f i n a l approval may thereafter be committed hereto by the owner or 3 

4 owners thereof subscribing or consenting to this agreement, and, i f the interest 4 

5 is a working interest, by the owner of such interest also subscribing to the 5 

6 unit operating agreement. Joinder to the unit agreement by a working interest 6 

7 owner, at any time, must be accompanied by appropriate joinder to the unit opera- 7 

8 ting agreement, i f more than one committed working interest owner is involved, 8 

9 in order for the interest to be regarded as effectively committed to this unit 9 

10 agreement. After operations are commenced hereunder, the right of a subsequent 10 

11 joinder, as provided i n this section, by a working interest owner is subject to 11 

12 such requirements or approvals, i f any, pertaining to such joinder, as may be 12 

13 provided for i n the unit operating agreement. After f i n a l approval hereof, 13 

14 joinder by a non-working interest owner must be consented to i n writing by the 14 

15 working interest owner committed hereto and responsible for the payment of any 15 

16 benefits that may accrue hereunder in behalf of such non-working interest. 16 

17 Joinder by any owner of a non-working interest at any time must be accompanied 17 

18 by appropriate joinder by the owner of the corresponding working interest i n 18 

19 order for the interest to be regarded as effectively committed hereto. Except 19 

20 as may otherwise herein be provided, subsequent joinders to this agreement shall 20 

21 be effective as of the f i r s t day of the month following the f i l i n g with the Com- 21 

22 missioner and the Supervisor of duly executed counterparts of a l l or any papers 22 

23 necessary to establish effective commitment of any tract to this agreement unless 23 

24 objection to such joinder is duly made within sixty days by the Director or the 24 

25 Commissioner. 25 

26 30. COUNTERPARTS. 26 

27 This agreement may be executed in any number of counterparts, no one of 27 

28 which needs to be executed by a l l parties or may be r a t i f i e d or consented to by 28 

29 separate instrument in writing specifically referring hereto and shall be bind- 29 

30 ing upon a l l those parties who have executed such a counterpart, ra t i f i c a t i o n , 30 

31 or consent hereto with the same force and effect as i f a l l such parties had 31 

32 signed the same document and regardless of whether or not i t is executed by a l l 32 

33 other parties owning or claiming an interest i n the lands within the above- 33 

34 described unit area. 34 
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1 31. TAXES. 1 

2 The working interest owners shall render and pay for their account and 2 

3 the account of the royalty owners a l l valid taxes on or measured by the unitized 3 

4 substances i n and under or that may be produced, gathered and sold from the land 4 

5 subject to this contract after the effective date of this agreement, or upon the 5 

6 proceeds or net proceeds derived therefrom. The working interest owners on each 6 

7 tract shall charge the proper proportion of said taxes to the royalty owners 7 

8 haying interests in said tracts, and currently retain and deduct sufficient of 8 

9 the unitized substances or derivative products, or net proceeds thereof from the 9 

10 allocated share of each royalty owner to secure reimbursement for the taxes so 10 

11 paid. No such taxes shall be charged to the United States or the State of New 11 

12 Mexico or to any lessor who has a contract with his lessee which requires the 12 

13 lessee to pay such taxes. 13 

14 32. NO PARTNERSHIP. 14 

15 I t is expressly agreed that the relation of the parties hereto is that 15 

16 of independent contractors and nothing in this agreement contained, expressed or 16 

17 implied, nor any operations conducted hereunder, shall create or be deemed to have 17 

18 created a partnership or association between the parties hereto or any of them. 18 

19 IN WITNESS WHEREOF, this unit agreement is executed by the undersigned 19 

20 parties hereto as of the dates set opposite their respective signatures. 20 

UNIT OPERATOR AND WORKING INTEREST OWNER 

DRILLING AND EXPLORATION COMPANY, INC. 

n a H f , AUG 8 1960 BV . 
" Vice President / 7 

ATTEST :.̂ Ĥ \ / 

":̂ ev-.-;, ^ 
u .> ^ r Ace latent Secretary / 

&ccĥ Vige7Bank Building 
P. Bp* 35366, Airlawn Station 
Dalla's ''35, .Texas 
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OTHER WORKING INTEREST OWNERS 

GULF OIL CORPORATION 

Date: 

ATTEST: 

By_ 
Attorney-in-Fact 

Assistant Secretary 
P. 0. Box 669 
Roswell, New Mexico 

'i i 
\ - . i 

b 7 ATTESTj/ 

Assistant Secr^ftary 
/710 Fair Building 

Fort Worth 2, Texas 

sr̂ &£ 

CONTINENTAL OIL COMPANY 

By ,r±n<Ui. 
AttorneyrtjFFact 

\%3 

PAN AMERICAN ILEUM, CORPORATION 

(fa./f &P 

Date: By 
Vice President 

ATTEST: 

Assistant Secretary 

Date: By 
Vice President 

ATTEST: 

Assistant Secretary 
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STATE OF TEXAS ) 
) s s . 

COUNTY OF DAILAS) 

The foregoing instrument was acknowledged before me this 8thy, . day of 

^ v A u g y f t . 19_60, by ^ , tt» R. Bralnard. Jr . Vice resident of 

DrjUP4̂ g audi Exploration Compfefly, Inc. . a Delavare corporation, fii behalf of 

^•s-aia--c^orfaiion. 

lty Cofmisdtan Expires: Notary Public 

' " v.. 
STATE Of TEXAS ) 

) ss. 
COUNTY OF TARRANT ) 

ie foregoing instrument was acknowledged before oe this """day of 

, 19,60, by JOHN L. KELLY ATrosatruifigr ^ o f 

\~(tonttnental Oil Company , a Delaware corporation, in behalf of 

" A\ I^F Cwî ilflsion Expires: ? Notary Public 
^C '̂' 'a^'^ 
< f . ' y i £ t i . 1961 

* 
»/ said oor|jb£ation. 

STATE OF TEXAS ) 
) ss. 

COUNTY OF TARRANT) 

The foregoing instrument was acknowledged before me this jl* ^ day of 
_ _ Attorney-in-Fact 

August 19J&Q., by I»« J . Molts , president of 

^̂ jan̂ Aaat̂ ean TVtmlauni Corporation . a Ttalftynrffi corporation, in behalf of 

t said Corporation. , y 

'Jity^mntlssian Expires: Notar^ Public 
. /// JuaaH'. 1961 

STATE OF NEW MEXICO 
) 88. 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me this . day of 

, 19 , by , President of 

Qulf Oil Corporation , a Pennsylvania corporation in behalf of 

said corporation. 

My Commission Expires; Notary Public 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA- COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and 0Pera"tion of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit all of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify all of the terms and provisions thereof, exactly the 
same as if the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

% Charles Crady, III fifoj JtitlL 
ov „.)nJ4 Margaret Nettles Long Watts $ Shell Building 
Houston 2, Texas 

STATE OF IDAHO ) 
) ss. 

COUNTY O?0OHHtS) 

„.» ,. The foregoing instrument was acknowledged before me this <j_£_?day of 

Wbjty , 19__L bv MARGARET NETTLES LONG WATTSr wife «f 

* C O m f * l ? v — -I % I A a . + o m r D 1 1 V I 4 » ' Y^My Copm^flpion Expires: Notary Public 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by _ , President 

of . a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by. the undersigned 
as of the date set forth in their respective acknowledgments. 

STATE OF 

COUNTY OF 
ss. 

The foregoing instrument was acknowledged before me this 

, 19 , by 

day of 

My Commission Expires: Notary Public 

s s . 
STATE OF fBMf ) 

) 
COUNTY OF U n i t ) 

The foregoing instrument was acknowledged before me this day of 

> 19_fO, bv Jata L. Cfcr—n. _____ M£iam»t 

»tak * U0 tMthvest Mfttta*} 
of corporation, in behalf 

of said corporation. 

••My Gemnissjon gxpires: Kotary Public 

<><: 

ILLEGIBLE 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest i n the lands or minerals embraced i n said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 

S. cbhsent'/^thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 
-j3_me (as 1^'the undersigned had executed the original of said Unit Agreement or 

J*a coi^terpeirt thereof. 

» i ^ ^ p f WITNESS WHEREOF, this instrument is executed by the undersigned 
&fSr O3TI&^date set forth in their respective acknowledgments. 

> ,r A 

AT____TJ 

Assistant Cashier 

FIRST CITY NATIONAL BANK OF HOUSTON 
(SUCCESSOR TO FIRST NATIONAL BANK IN 
HOUSTON) TRUSTEE OF THE ESTATE OF 
MARGUERITE SMITH WALKER, DECEASED 

STATE OF 

COUNTY OF 

Vice President 
Houston, Texas 

ss. 

The foregoing instrument was acknowledged before me this 

, 19 , by 

day of 

My Commission Expires: Notary Public 

STATE OF TEXAS ) 
) ss. 

COUNTY OF HARRIS ) 

The foregoing instrument was acknowledged before me this 28th day of 

19___, by L. H. Thomas Vice President 
national banking association 

of First City National Bank of Houston. a/_ TSOOQOtoQinaai i n behalf 

of sai 
sociatioc 
vopcoatbrn. 

My Commission Expires: 

WA/, y 

Notary Public 

i n and for Harris County, Texas 
V.'. S. RAP?, J3. 

Nat • y Pv'rfr in and few H„»I;J County. Texjs 
M, Cw.u....i..on Expi,June 1, 1361 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated i n Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar-with-the- terms- "and~conditions "thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest i n the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

Geo. W? Li t t l e f i & i d 

Mary Nfl f Li+tletTe'ld " 7 1 

P. 0. Box 1 |d5, Roswell, New Mexico 

STATE OF NEW MEXICO 
) ss. 

COUNTY OFCHAVES ) 

The foregoing instrument was acknowledged before me this day of 

' f Sfel&mber , I960 . bv Geo. W. L i t t l e f i e l d and Mary Nell L i t t l e f i e l d . 

hi s wi fe. 

r„ l<p«Gbmmission Expires: 
tf_ CemmiMtcn Expire* July 7. l?^ 

STATE OF 

COUNTY OF 

) 

) ss. 
) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of corporation, i n behalf 

of said corporation. 

My Commission Expires: Notary Public 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

GULF OIL CORPORATION, the undersigned, hereby acknowledges receipt of a 
copy of the Unit Agreement for the Development and Operation of the Mescalero Unit 
Area embracing lands situated in Lea County, New Mexico, which said agreement is 
dated the 1st day of June, i960, and acknowledges that i t has read the same and is 
familiar with the terms and conditions thereof. 

The undersigned also being the owner of certain oil and gas leasehold 
Interests embraced in .aid Unit Area, as indicated on the schedule attached to 
said Unit Agreement as Exhibit "B", does hereby consent thereto and ratify all of 
the terms and provisions thereof, exactly the same as i f the undersigned had 
executed the original of said Unit Agreement or a counterpart thereof. 

Notwithstanding anything above to the contrary, however, Gulf Oil 
Corporation hereby commits at this time only Tracts No. 2 and k, and agrees to 
commit Tracts No. 15 and 16 upon discovery of unitized substances in paying 
quantities within the Unit Area described as the Mescalero Unit Area. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned as 
of the date set forth. 

DATE: 

ATTEST: GULF OIL CORPORATION 

siatan*> SebrStary 
ftoawall^Qiew Mexico 

BY 
Attorney-in-Fact 

A OS 

38. 
STATE OF NEW MEXICO 

COUNTY OF CHAVES 

The foregoing instrument was acknowledged before me this of 

, Attorney-in-Fact of 

Gulf Oil Corporation, a x^nnsylvanian corporation, In behalf of said corporation. 
..- *•"•«»«, 

My Commission Expires: 
My. C^i?!s-;^ -Expires A - j ^ \a, i*M 

Notary Pub ti c 
i ' ; 

..V 

7X, a u 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

P. 0, float 1681 

Smrtn Ttt$ Hew rralco 

STATE OF H e w M e x f C ° 
) ss. 

COUNTY OF Santa) Fe 

The foregoing instrument was acknowledged before me this 3rd day of 

f» August 19 60. by Hoover H. Wright, and Betty Ruth W r i . h t , 

T j f . *,--hls w i f e . 

My feWiss^oii Expires: Nonary Publi 

^Fefaaterv 18. 1961 Eloy F. Sanchez 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

c 

of , a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 

7Tv. 3 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or msre) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest i n the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
jjommit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument i s executed by the undersigned 
as of the date set forth i n their respective acknowledgments. 

p. o. &.« m 

Saota Fe, Be* Mexico 

STATE OF NEW MEXICO 
) ss. 

COUNTY OF SANTA FB 

— T h e foregoing instrument was acknowledged before me this 5th day of 

AUG0ST 1 9 j _ , by CHARLES B. QQNSAT.FS and 

J3ETT? GONSALES, wife 

ssion Expires: 

r ,w v" 
June 15, 1961* 

Notary Public 

) ss. 
STATE OF ) 

) 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 
of corporation, i n behalf 

of sai,d corporation. 

My Commission Expires: Notary Public 

7^. 7 '.2. 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or -ore) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

10755 Rochester Avenue 

Los Angeles 24, California 

STATE QFJG&JLJJ ) 
h ) ss. 

COUNTY OF _ . / * ) ) 

The foregoing instrument was acknowledged before me this day of 

OlfX> I A T , by l&W Q jJ._GfS<°-^ 

0<nG> tOcnoThy & Hr.icffifV?, MRwif*. Af/, 

My Commission Expires: Notary Public ' - / " s-•• • ' ' -
STATE OF ) 

) ss. 
COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , • President 

of a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 

7X. 7 $ V /2 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

STATE OF ) 
(~ ~J ss. 

COUNTY OF->#AJ 

The foregoing instrument was acknowledged before me this day of 

— * - * i o n Expiree .... 

WW 

• w f Commission Expires: Notary Public 

* - t 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

- , 19 , by , President 

of , a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 

IX. 7 )z 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth* in their respective acknowledgments. 

1429 Columbia NE 

Albuquerque, New Mexico 

STATE OF Nfit- Max*) 
) ss. 

comity uE_sr**Hi)iB 
* , t I 1 : Îhe'"'foregoing, instrument was acknowledged before me this Z6f day of 

J L jAuQuafo,, * , 19 60, by Evelyn Ann English, admin, of the 

> aetata.-nrf Paul 8, English^--' deceased 

My Commission Expires: 

Oct, 29, 1962 

otary public 

STATE OF 

COUNTY OF 
ss. 

day of The foregoing instrument was acknowledged before me this 

, 19 , by , President 

of corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 

TZ. 1, T,q. is. 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of_.itie date set forth in their respective acknowledgments. 
.AtfcRpTi . Albuquerque National Beak, Testeaeatery 

Trustee of F. A. Andrews, deceased Trustee ox F. A. Andrews, daceaa 
By X k ^ ^ L J J ^ ^ L — 

^ Truatt/Of f leaf 
Albuquerque, New Mexico 

.» •». •• < 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

: , 19 , by 

My Commission Expires: Notary Public 

STATE OF *«" Mextyo 
) ss. 

COUNTY OF Bernalillo 

The foregoing instrument was acknowledged before me this 9th day of 

August 19 60. Dy Ralph B. Becker f Trust Officejg-aggg-aff-f 

of Albuquerque National Bank , a corporation, in behalf 

of said corporation. 

My Commission Expires: 
Kerch 18, 1963 

.vv...," i 
A- < • 

me- ; 1 
MY —• ; u 
w- K— . . . 

" S i r . . " 
- * * - i t •* 

cs». , a^r- • 
> . T *':- C1 .• " 

//V, 1,%^ /X JS 



CONSENT ANJ? RATIFICATION 
MESCALERO KNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or move) hereby acknowledge receipt of 
a copy of"»the Unit Agreement for the Develop me-it and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest i n the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

TV* 

HIGGINS TRUST. INC. 

Carper/Building 
Artesia, New Mexico 

STATE OF New Mexico 
) ss. 

COUNTY OF Eddy ) 

The foregoing instrument was acknowledged before me this day of 

September , 19 60. by 

My Commission Expires: Notary Public 

STATE OF New Meiico 
) ss. 

COUNTY OF Eddy ) 

The foregoing instrument was acknowledged before me this 6*th day of 

September 19 60. by Neil B. Watson, V i c e - President 

of Hoggins Trust, Inc . , corporation, i n behalf 

^or said corporation. 

. Mŷ ĵ ommî sion .Expires \ 

,'<y Oct. 6,-1962 

Notary Public 

7£.7f? ̂  ̂  ^ 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands 'situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, 1960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest i n the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

.- V'sIN WITNESS WHEREOF, this instrument is executed by the undersigned 
as-xtif 'ilia; date set forth i n their respective acknowledgments. 

> ATTEST?: SABINE ROYALTY CORPORATION 

HeJ^'Jojiniojn', Secretary E. C. McCarty, President 
1210 Mercantile Bank Buildj 
Dallas 1. Texas 

ss. 
STATE OF TEXAS ) 

) 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this 

, 19 , by 

day of 

My Commission Expires: Notary Public 

STATE OF TEXAS ) 
) SS • 

COUNTY OF DALLAS) 

The foregoing instrument was acknowledged before me this 8th day of 

September 19 60. by E. C. McCartv , President 
of SABINE ROYALTY CORPORATION , a Texas corporation, i n behalf 

of said corporation. 

My Commission Expires: 

•\ y.June'' 1.^961 

* V-''-w-. 
jMary Alype Hfeith 

Is 

Notary Public 
Dallas County, Texas 

7X. 7 f <? />/¥/S 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area-BmbraclHg lands -situated ~ih"Le1TT^unty7~New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest i n the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth i n their respective acknowledgments. 

P. 0. Box 968 

Hobbs, New Mexico 

STATE OF N. M. ) 
) ss. 

COUNTY OF Lea ) 

, , The foregoing instrument was acknowledged before me this Let day of 

N September , 19 6Q by Roy 0. Barton and wife. Opal Barton 

'"'/!' LI r j - •: 

My-Contdssidh Expires: Notary Pul 

My. Cflmmi»»if>n FiTpirai IW. 8,1988 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this _____ day of 

, 19 , by , ' 1 President 

of . a corporation, i n behalf 

of said corporation. 

My Commission Expx,^. Notary Public 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

P. 0. Box 968 

Hobbs, New Mexico 

STATE OFK. M. ) 
) ss. 

COUNÔ QF Lea ) 

<•* \.Th<e foregoing instrument was acknowledged before me this day of 

XlBep̂ embeg'•• ^v , 19 60. by Roy G. Barton, Jr«, a single person 

i f .1 ~ 

My Commission Expires: 
My Commiaaioa Expires Dee. 9,190? 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of , a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 

7;. 7 & 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, 1960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

ftlftn, ArfrflT-flflfl V I O L S - ) • Q S c V c L ? 

-. A • •̂ Tb̂ i foregoing instrument was acknowledged êfô e me tj>£e __^^ay of 

, 19___? by SS A^M. cS ^ LS *=~S &^7Ct2^f 

My Commission Expires: Notary Public 

_t*2 — ^ > 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged befqre me this . day of 

. 19 , by . President 

of , a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 



CONSENT AN. • P.A 71 FI CAT ION 
MESCALExRO ' Nil AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or rr-s) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Developa.e / and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

Fi 0. fta 

Big Spring, Texas 

STATE OF New Mexicb 
) ss. 

COUNTY. .OF Chaves ) 

• •. The\ foregoing instrument was acknowledged before me this 1st day of 

•\v,T * * ) • '<' ': 
, ; __pjj.mber * i , 19j___, by George E. Bobb. dealing his sol* afft 

i 

My**6Xiii»ies'ion Expires: Notary Public 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

. 19 , by , President 

of . a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 

7^. 7 /;* 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The- uBdersigfie4--(.wa«iher-onf ©r-mcâ ) -hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which tsaid agree­
ment is dated the 1st day of June, 1960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

*. (K Box 1635 *~f l f t t4a. fits*. % n > A A * A r t , , t * j / L ^ / ^ 

ftif gpring, Texas 

STATE OF̂ AaĴ M̂ ,*!̂  

COUNTY 0F£^_J2W) 
j ss 
) 

-^F ""^T^SP^1^ instrument was acknowledged before me this $6 day of 

• ~ • I ' ; > j ~ * " married woman fleaHTiP- in hftr.se; tate. 

M y ' ^ t ^ ^ j f l i c ^ l K p i r e s : ~ % Notary Public 

_Y C0l_4f$iw«v£XPIWS APRIL 11, H« 

STATE OF ) 
) SS • 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by. , , President 

of . a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 

7Z. 7 f<? /-2 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

2801 East Colfax Avenue 
Laj^or Brylcs 

Denver 6, Colorado 

STATE OF C r € 6 ) 

COUNTY OF «^"*<-) 

The foregoing instrument was acknowledged before me thifc_5a_^'4ayv^t-% 

">g£-><_^ , 19___, by Lejtor Bryks and Bllsabeth^Brsticfc';] ft,}"'* 

husband and wife. 

My Commission Expires: ° y Notary Public' 
My Commission expires October 23,1961 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation o f the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

Artesia, New Mexico 

STATE OF Hctf Kazdeo 
) S S • 

COUNTY OF g ^ y ) 

The foregoing Instrument was acknowledged before me this ffeoA day of 

.^.•vteBflt _, I960, by J ^ l t a Bgafsgjgd 

^My^^o^mj^sji^|Expires: Notary Public 

, « » • • * * 

S T A T E O F ) 

) ss. 
COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 by , President 

of . a corporation, in behalf 

of saia corporation. 

My Commission Expires: Notary Public 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the" Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

P, 0> Box 1223 

•toarall, tew J-axloo 

STATE OF NEW MEXICO 
) ss. 

COUNTY OF CHAVES 

The foregoing instrument was acknowledged before me this %7r.Hay of 

J\fly , 19Jifl, by W. H. KIRKPATRICK and SARA .TOY 

.,""".""K|B^PATRIC^, huaaand aad wife p - ' 

Mjf Qwf^ssron Expires: U Notary Public 

* .P&eftper 20. 1963 

* 
ESTATE* OF ) 

) ss. 
COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

. 19 , by . __________ President 

of - a __ corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 

7^. /3 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, 1960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest i n the lands or minerals embraced i n said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and r a t i f y a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

HOTS TIE, t h i s Consent and 
Rat i f i c a t i o n s h a l l not he f i l e d with 
the tT.S. Geological Survey aad i s to ^ 
be e f fec t ive only aa an agreenent P. 0. Box731l) Morris, I l l inois 
between the Working Interes t Owners 
with re la t ion to the coat and p a r t i - Kjf^/t£j Cr. Tn&, c l i ^ u 
eipation l a wel ls d r i l l e d under the 
Unit Agreenent. The undersigned further agree to f i l e a subsequent 
Joinder for lease record purposes upon discovery of unit iaed sub-
stances i n paying quantit ies within the unix area . 

STATE OF I l l inois ) 
) ss. 

COUNTY OF Grundy ) 

The foregoing instrument was acknowledged before me this J___b.day of 

August , i960 . by Carl B. McElvain and Roth P. McElTain 

husband & vife 

My Commission Expires: Notary Pub3 

10-23-62 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President. 

of , a corporation, i n behalf 

of said corporation. 

My Commission Expires: Notary Public 

7^- if 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

HOfflTIR, this Consent and 
Eatificatioh shall not be filed with 
the P. S. geological Survey and ia to 
be effective only aa an agreement 220 Shelby Street* Santa Fe, New Mexico 
between the Working Interest Owners 7 7 ) — * ~"7ŷ Qjg*> 
with relation to the eoat and p a r t i . ( W / g * M i t t / & • / / J ( j Z f t X / ^ 
eipation in wells dr i l led under the 
Wnit Agreenent. The undersigned further agree to f i l e a eubsequent 
Joinder for lease record purpoaes upon discovery of unitized sub-
stances in paying quantities within the unit area. 

STATE OFMlf MIX.CO 
) ss. 

COUNTY OF SAHTA f l 

The foregoing instrument was acknowledged before me this 31st day of 

...... August f 19 6Q by T. H. McElvain and Catherine B. 

>••• •'• ^Mcllvain , husband and wife , 

I Mŷ Wm ŝs_.'oh Expires: Notary Public 

' . - «* *s« . . 

STATE OF ) 
) ss'. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of . a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 

71. 



COHS£HT AID RATIFICATION 

UmkCim LANDS IK LEA CGUHTX, HEW MLAICO 

The undersigned (..aathe:? o:ia or core) hereby ociawXedge receipt of 
• copy of the Unit Asree;„at for who JDevolop-aeat end Oporatioa of the lieocalero 
Unit Area ossbraolag ioaua situated in Lea County, ftev liexico, >hioh jaid e^roo-
eont ia dated the lot day of June, 1260, and. acknowledge that they have read the 
saae and are iandiiar v.lth the term and conditions thereof. 

The uzderaigned eioo being the ©*nera of the leasehold, royalty or 
other interest in the lands or oiaorole etabraeed ia sail unit area, aa indi­
cated oil the schedule attached to eaid Unit Agreement ae Exhibit "B", uo hereby 
eoatiit all oi their said interest to the ibacalero Unit Agreement and do hereby 
oorvaent thereto and ratify a l l of the terms and provioiona thereof, exactly the 
sane aa it' the unUeraigned had exeouted the original of said Unit Agreement or 
• counterpart thereof. 

HOv.aViR, this fcaoent and Ratification ahaII not be filed with the 
U. S. Geological Survey aad la to be effective only aa an agreement bet .eea the 
forking Interest Genera -1th relation to the cost and participation ia .veils 
drilled under the Unit Agreement. The urulersigned further agrees to fi l e a sub­
sequent joiajor for lease reeox«d purposes upon discovery of unitized eubataneee 
ln paying quantities within the unit urea. 

IH WITNESS ?.E2lffiOF, thia inetruaent is executed by the undersigned 
as of tho date set forth in their respective aetoowledgiaante, 

&aL*Q.» < £\ \ . c f t f j 
iiiith S. McElvain 
224 Ohio Street 
Salem, Illinois 

STATE OF ILLINOIS ) 
) aa. 

COUNTY OF MARION ) 

The foregoing instrument was acknowledged before oe thia day of 

() Notary Publia V V' 

My Ccmisalon £. pireej 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the 
Mescalero Unit Area embracing lands situated in Lea County, New Mexico, 
which said agreement Is dated the 1st day of June i960, and acknowledge 
that they have read the same and are familiar with the terms and conditions 
thereof. 

The undersigned also being the owners of the leasehold,royalty 
or other interest in the lands or minerals embraced in said unit area, 
as Indicated on the schedule attached to said Unit Agreement as Exhibit 
"B", do hereby commit all of their said interest to the Mescalero Unit 
Agreement and do hereby consent thereto and ratify all of the terms and 
provisions thereof, exactly the same as if the undersigned had executed 
the original of said.Unit Agreement ,or a counterpart thereof. 

HOWEVER, this Consent and Ratification shall not be filed with 
the U. S. Geological Survey and is to be effective only as an agreement 
hetween the Working Interest Owners with relation to the cost and parti­
cipation In wells drilled under the Unit Agreement. The undersigned 
further agree to file a subsequent joinder for lease record purposes 
upon discovery of unitized substances in paying quantities within the 
unit area. 

IN WITNESS WHEREOF, this instrument was executed by the under­
signed as of the date set forth in their respective acknowledgments. 

8690 Hollyhock Drive 
Cincinnati 31, Ohio \Jacquelln M. withers 

STATE OF 
COUNTY OF j ss; 

The foregoing instrument was acknowledged before me this 3 ^ -
day of QtXtX^x. , 19 (oO by Jacquelln M. withers and Williamr\ 
Withers, Jr . , husband and wife. % 

•*- ̂ X Notary Public 

ISTATE OF 3 
: COUNTY OF j 

NOLAN W. CARSON 
Notary Public, Stata of Ohio 

My Commlaalon Expires Oct 5, I960 

\ 1 -̂>egoing instrument was acknowledged before me this 
19 

Of n>'" 

behalf of said corporation. 
a 

President 
corporation, in 

Notary Public 

71 14-



CONSENT AND RATIFICATION 
HE3CALER0 UNIT AGluiLLlL̂ T 

EMBRACING LANDS IN LEA COUNTY, MEXICO 

Tho uuievaicaeu (vhether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Developuent aad Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, Ik.. Icsxicc, ..hich eaiu agree­
ment io dated the 1st day of June, I960, ami acknowledge «hat they have read the 
same and are familiar with the teras and coalitions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other intei*eet in the landa or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreeaeat as Exhibit "B", do hereby 
commit a l l of their said interest to tho Ikscalero Unit Agreeiiieat and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
eame as i f the unaersigned had executed the original of said Unit Agreement-or 
a counterpart thereof, 

HOWEVER, this Consent and Ratification shall not be filed with the 
U. S, Geological Survey and is to be effective only as an agreement between the 
working Interest 0..ners with relation to the cost and participation in ..ells 
drilled under the Unit Agreement. The undersigned further agree to f i l e a sub­
sequent joinder for lease record purposes upon discovery of ualtiaed substances 
ln paying quantities within the unit area, 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

Mcpherson Drive 
Madisonville, Kentucky 

Peggy P, McElvain 

STATE OF ) 
) as. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this gay of 

yWwfti&Mrt » 19,fed, * by Ralph C. McElvain, Jr. and Peg/ry P. McElvain. 

his wife. 

My Commission Expiresi 

Notary Public o> 



CONSENT AND RATIFICATION 
MESCALERO UNIT AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Agreement for the Development and Operation of the Mescalero 
Unit Area embracing lands situated in Lea County, New Mexico, which said agree­
ment is dated the 1st day of June, I960, and acknowledge that they have read the 
same and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of the leasehold, royalty or 
other interest in the lands or minerals embraced in said unit area, as indi­
cated on the schedule attached to said Unit Agreement as Exhibit "B", do hereby 
commit a l l of their said interest to the Mescalero Unit Agreement and do hereby 
consent thereto and ratify a l l of the terms and provisions thereof, exactly the 
same as i f the undersigned had executed the original of said Unit Agreement or 
a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as, of the date set forth in their respective acknowledgments. 

STATE OF Texas ) 

COUNTY OF T o nL ) 
Green 

The foregoing instrument was acknowledged before me this day of 

Ayguay. _<a, i9__., , 4 ^ < - C \ a widow 

JUL J \ £ J yCdJt J v J _ J . a feme sole. 

Notary Publffc • n ik^&Snndesifm Expires: Notary 

STATE OF ) 
) ss». 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by ; , President 

of > a corporation, in behalf 

of said corporation. 

My Commission Expires: Notary Public 

u. /r 
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UNIT OPERATING AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 

OF THE 
MESCALERO UNIT AREA 

COUNTY OF LEA 
STATE OF NEW MEXICO 

THIS AGREEMENT, made and entered into as of the 1st day of June, I960, 

by and among Drilling and Exploration Company, Inc., a corporation, with offices 

at Dallas, Texas, hereinafter referred to as "Unit Operator," and those owners 

of working interests in the unitized substances within the Unit Area subject to 

the Unit Agreement hereinafter referred to who subscribe, r a t i f y or consent to 

this agreement, a l l of said parties, both Unit Operator and Non-Operators, being 

herein referred to as "Working Interest Owners." 

WITNESSETH: 

WHEREAS, concurrently herewith, the parties hereto have entered into a 

certain Unit Agreement for the development and operation of the Mescalero Unit Area, 

hereinafter referred to as the "Unit Agreement," which said agreement and this 

agreement embrace the area specified on the attached map, marked Exhibit "A", 

hereinafter referred to as the "Unit Area," containing 4*988.55 acres, more or 

less, situated in Lea County, New Mexico; and 

WHEREAS, the parties hereto hereby make and enter this agreement pursuant 

to Section 7 of said Unit Agreement. 

NOW, THEREFORE, i t is mutually agreed between the parties hereto as 

follows: 

ARTICLE I 

UNIT AGREEMENT CONFIRMED 

1.1 UNIT AGREEMENT CONFIRMED: The aforesaid Unit Agreement and a l l exhibits 

attached thereto are hereby confirmed and made a part of this agreement. In the 

event of conflict between any provision contained in this agreement (including any 

exhibit attached hereto or revision thereof) and said Unit Agreement, the provisions 

of the Unit Agreement shall govern to the extent of such conflict. With respect 

to any conflict between the provisions of this agreement and any exhibit attached 

hereto, this agreement shall control. 



ARTICLE I I 

MANAGEMENT OF UNIT 

2.1 UNIT OPERATOR AND EMPLOYEES: Drill i n g and Exploration Company, Inc., a 

corporation, the party hereto named in the Unit Agreement as Unit Operator of the 

Unit Area (or any duly selected successor Unit Operator), shall have the exclusive 

right to develop and operate the Unit Area subject to the provisions of this agree­

ment and the Unit Agreement. A l l individuals employed by Unit Operator i n the con­

duct of operations hereunder shall be the employees of Unit Operator alone and their 

working hours, rates of compensation and a l l other matters relating to their employ­

ment shall be determined solely by Unit Operator. 

2.2 UNIT OPERATOR - DUTIES: Unit Operator shall in the conduct of operations 

hereunder: 

(a) Conduct the operations in a good and workmanlike manner, and in the ex­

ercise of i t s judgement and discretion, acting in good fai t h ; 

(b) Consult freely with Working Interest Owners concerning unit operations, 

and keep Working Interest Owners informed of a l l matters arising during the opera­

tion of the Unit Area which Unit Operator, in the exercise of i t s best judgement, 

considers important; 

(c) Keep f u l l and accurate records of a l l costs incurred, rentals and royal­

ties paid, and controllable materials and equipment, which records, receipts and 

vouchers in support thereof shall be available for inspection by authorized repre­

sentatives of the Working Interest Owners at reasonable intervals during usual 

business hours, at the office of Unit Operator; 

(d) Permit each of the Working Interest Owners, through i t s duly authorized 

representatives, but at i t s sole risk and expense, to have access to the Unit Area 

at a l l times, and to the derrick floor of each well drille d or being dr i l l e d here­

under, for the purpose of observing operations conducted hereunder and inspecting 

j o i n t l y owned materials, equipment and other property, and to have access at rea­

sonable times to information and data in the possession of Unit Operator concerning 

the Unit Area; 

(e) Furnish to each of the other parties copies of Unit Operator's Authority 

for Expenditures or itemizations thereof in excess of Five Thousand Dollars 

($5,000), and copies of a l l d r i l l i n g reports, well logs, tank tables, gauge reports 

and run tickets, and reports of stock on hand at the f i r s t of each month, i f 
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available, and samples of cores or cuttings taken from wells drilled hereunder, 

containers therefor to be furnished by the party requesting samples; 

( f ) Comply with the terms and conditions of the Unit Agreement and a l l valid 

applicable Federal and State laws and regulations; 

(g) Keep the land in the Unit Area free from liens and encumbrances occasioned 

by i t s operations, except such liens as the Working Interest Owners elect to con­

test, and save only the lien granted Unit Operator under this agreement. 

2.3 UNIT OPERATOR - RESTRICTIONS: Unit Operator shall not do any of the 

following things without the consent of the affected Working Interest Owners obtained 

as provided in Section 2.4 hereof; 

(a) D r i l l , deepen, or plug back any well or let any contract therefor. The 

approval of the d r i l l i n g , deepening, or plugging back of any well shall be construed 

to mean and include the approval of any necessary expenditures for the d r i l l i n g , 

deepening or plugging back, and completing and equipping of such well, including 

the necessary lines, separators and tankage i f a producer, and i f a dry hole, the 

plugging and abandonment thereof, except as otherwise provided in Article IV hereof; 

(b) Make any expenditures in excess of Five Thousand Dollars ($5,000) for any 

one single job; provided, however, that Unit Operator is authorized to incur a l l 

usual and customary operating expenses which are required in the normal course of 

producing operations or which are included in a project approved by Working Interest 

Owners and provided further that whenever Unit Operator is authorized to conduct 

a d r i l l i n g , deepening or plugging back operation or to undertake any other project 

in accordance with this agreement, Unit Operator is authorized to incur a l l rea­

sonable and necessary expenditures in connection therewith, or to make any settle­

ment of damage claim in excess of Five Thousand Dollars ($5,000); 

(c) Make any partial relinquishment of the rights of the Unit Operator; 

(d) Abandon any well or wells or dispose of any major items of surplus material 

or equipment other than junk, having an original cost of One Thousand Five Hundred 

Dollars ($1,500) or more (any such item or items of less cost may be disposed of 

without such approval), except as may otherwise be provided herein; 

(e) Enter into any plans for development of the Unit Area or any participating 

area or amendment thereof, or any expansion or contraction of the Unit Area or any 

designation of enlargement or contraction of a participating area; 

( f ) D r i l l or abandon any injection wells or convert any well into an injection 
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well; 

(g) Determine whether to d r i l l a demanded offset well or pay compensatory roy­

alty; provided, however, that i f Unit Operator and Working Interest Owners f a i l to 

agree with respect to whether or not a demanded offset well should be drilled or 

compensatory royalty should be paid, the determination of the Oil and Gas Supervisor 

(referred to hereinafter as the "Supervisor") with respect thereto shall be control­

ling. 

(h) Make any arrangement for repressuring, cycling or pressure maintenance, or 

approve or disapprove any change in the existing method of operation; 

( i ) Contest any encumbrance or lien; 

Provided, however, that in case of explosion, f i r e , flood, or other sudden emergency, 

whether of the same or different nature, Unit Operator may take such steps and incur 

such expenses as in i t s opinion are required to deal with the emergency and to safe­

guard l i f e and property, without f i r s t obtaining the consent of parties hereto, but 

Unit Operator, as promptly as possible thereafter, shall report the emergency to 

the other parties hereto. 

2. A VOTING PROCEDURE: On matters on which the consent of Working Interest 

Owners is required, each Working Interest Owner shall have a vote equal to the pro­

portionate or fractional acreage interest owned by him in the Unit Area and committed 

to this agreement, and to the Unit Agreement. Except as otherwise specified herein 

or in the Unit Agreement, an affirmative vote of 65$ of the voting power of the 

Working Interest .Owners involved shall constitute the decision of the Working Inter­

est Owners, which decision shall be binding upon a l l ; provided, however, that should 

any Working Interest Owner own as much as 65$, but less than 100$, voting interest, 

his vote must -be supported by the affirmative vote of at least one additional Work­

ing Interest Owner. Any such vote by the Working Interest Owners shall be binding 

upon a l l parties hereto; provided, however, that except as may be provided to the 

contrary hereinafter, no party hereto shall be required to obligate i t s e l f to bear 

and pay i t s pro rata portion of the cost of d r i l l i n g , completing, equipping, deepen­

ing, plugging back or reworking any well drille d or to be drilled hereunder, but, 

instead, any such party shall have the right to avail i t s e l f of the non-consent 

election provisions hereof. 

2.5 MEETINGS AND POLL VOTES: Whenever necessary the Working Interest Owners 

shall meet for the purpose of discussing unit business and of voting on the matters 
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set out in Section 2.3 hereof, ana of exercising any other powers granted to the 

Working Interest Owners by this agreement or by the Unit Agreement. Each Working 

Interest Owner snail designate s representative, ana if desired, an alternate to 

represent him; such designation shall be furnished to Unit Operator in writing. 

Notices of meetings and place of holding same and other notices shall be served on 

such representative by Unit Operator. Unit Operator's representative snail act as 

Chairman at al l meetings. After notice to Unit Operator, each Working Interest 

Owner shall have the right, from time to time, to change either its representative 

or its alternate. It shall be sufficient for Unit Operator to poll all of the 

affected Working Interest Owners on all matters arising hereunder without calling 

a meeting; when a "Request for Authority for Expenditure" is submitted by Unit 

Operator, the approval or disapproval of same thereafter by Working Interest Owners 

shall have the same'effect as i f a written ballot had been taken. Any vote taken 

pursuant to such poll shall be as binding on the Working Interest Owners as i f i t 

were taken at a called meeting at which a quorum was present. 

ARTICLE I I I 

APPORTIONMENT OF COSTS AND OWNERSHIP AND 
DISPOSITION OF PRODUCTION AND PROPERTY 

3.1 APPORTIONMENT OF COSTS AND OWNERSHIP OF PRODUCTION; Except as may be 

otherwise authorized or provided in the'Unit Agreement or in this agreement, the 

apportionment of costs and expenses incurred pursuant hereto and the ownership of 

unitized substances produced and property acquired hereunder shall be fixed and 

determined on an acreage basis. "Acreage basis", as that term is used herein, 

shall have reference to the Unit Area, designated pursuant to this agreement, and 

i t shall mean participation by a Working Interest Owner in the proportion which the 

committed acreage owned by i t in the Unit Are^i bears to tne total committed acreage 

owned by a l l Working Interest Owners therein. 

3.1.1 Allocation of Unitized Substances: 

(a) Participating Area- Upon completion of a well capable of 

producing unitized substances in paying quantities, a participating area 

or areas shall be designated as" provided by Section 11 of tr.e Unit Agree­

ment. For the purpose of determining and paying or delivering in kind 

a l l royalties, overriding royalties, HV.6 obligations payable out of 

production due on account of the unitized substances produced from such 
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participating area, a l l unitized substances produced and saved from each 

participating area, except any part thereof used in conformity with good 

operating practices within the unitized area for d r i l l i n g , operating, 

camp and other production or development purposes or for repressuring 

or recycling in accordance with an approved plan of development, or 

unavoidably lost, shall be allocated on an acreage basis to the respective 

tracts of unitized land within the participating area established for 

such production, i n accordance with Section 12 of the Unit Agreement. 

Unit Operator, pursuant to properly executed division orders or other­

wise, shall f i r s t pay out of the unitized substances so allocated a l l 

royalties payable thereon which are reserved to lessor in the lease or 

leases covering the land to which such allocation is made. Each such 

payment shall be made for and on behalf of the Working Interest Owner 

or Owners of the committed land covered by the lease under which the 

payment is made; however, Unit Operator shall not be liable as a result 

of any error or mistake made in good fa i t h in connection with any such 

payment. I f the royalties required under any such lease are in excess 

of one-eighth (l/8) of the o i l or gas produced and saved from or allocated 

to the land covered thereby, that portion of such royalties in excess of 

one-eighth (l/8) of such production shall be charged to and borne by the 

Working Interest Owner of the committed land covered by such lease. In 

addition, each Working Interest Owner shall bear and pay a l l overriding 

royalties and obligations payable out of production which are chargeable 

against production from or allocated to land committed by such Working 

Interest Owner. 

(b) Working Interest Allocation: Regardless of such allocation 

for the purposes mentioned above, seven-eighths (7/8) of a l l unitized 

substances produced and saved shall be apportioned among the Working 

Interest Owners in proportion to their respective working interests on 

an acreage basis in a l l unitized acreage within the Unit Area. The 

percentage of unitized substances so allocated to each Working Interest 

Owner shall be the participation percentage of such owner under this 

agreement as to costs and benefits as well as unitized substances. 

(c) Benefits Fixed: The participation percentages in unitized 
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substances, benefits, and costs so established among the Working Interest 

Owners shall remain fixed regardless of any contraction of the Unit Area, 

but shall be revised upon commitment of any uncommitted acreage within 

the Unit Area, upon expansion of the Unit Area, upon failure of t i t l e 

as set forth in Article VI hereof to any tract within the Unit Area, 

upon transfer of t i t l e to working interests subject to this agreement, 

or as provided in Section 5.1 hereof upon assignment of leases in lieu 

of rental payment or loss of a lease for failure to pay rental. Each 

such revision shall result in the then Working Interest Owners having 

participation percentages in proportion to their then respective working 

interests on an acreage basis in a l l unitized acreage within the Unit 

Area except that the acreage once committed by a Working Interest Owner 

shall not be reduced for purposes of determining participation percentages 

solely as a result of any contraction of the Unit Area. 

3.1.2 Cost of Operations: The actual cost of the Unit Operator of 

performing i t s obligations as Unit Operator hereunder shall be apportioned 

among the Working Interest Owners in proportion to their participation 

percentages under this agreement and shall be paid by the several Working 

Interest Owners as hereinafter provided. The cost of each operation not 

participated in by a l l Working Interest Owners shall be separately kept 

and charged to the Working Interest Owners affected in the proportions 

required by other applicable provisions of this agreement or in such 

other manner as such owners may agree. A l l materials, equipment and 

other property, whether real or personal, charged as a part of the cost 

of operations hereunder shall be owned by the Working Interest Owners in 

the same proportion that they were charged therefor. A l l such costs, 

expenses, credits and related matters and the method of handling the 

accounting with respect thereto shall be in accordance with the provisions 

of the Accounting Procedure attached hereto, made a part hereof and marked 

Exhibit "C". 

3.2 DISPOSITION OF PRODUCTION: Each Working Interest Owner shall own and, 

at i t s sole risk, cost and expense, shall take in kind and separately dispose of 

i t s proportionate part of a l l unitized substances produced and saved hereunder as 

and when same are produced, excepting therefrom only such production as may be used 
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for development and operating purposes (including thereby any pressure maintenance, 

repressaring, secondary recovery or similar operation) or is unavoidably lost; pro­

vided, however, that each Working Interest Owner shall pay or shall secure the pay­

ment of the royalty interest on i t s proportionate part of such production. At such 

time or times as any Working Interest Owner shall f a i l or refuse to take in kind or 

separately dispose of i t s proportionate part of said production, Unit Operator shall 

have the authority, revocable at w i l l by such Working Interest Owner, to sell a l l 

or part of such production to others at the same price which Unit Operator receives 

for i t s own portion of such production. A l l such sales by Unit Operator of any 

Working Interest Owner's production shall be only for such reasonable periods of 

time as are consistent with the minimum needs of the industry under the circum­

stances, but in no event shall any such sale be for a period in excess of one ( l ) 

year. 

ARTICLE IV 

WELLS 

4.1 INITIAL TEST WELL: 

4.1.1 For the purposes of this agreement, the term " i n i t i a l test 

well" shall be deemed to mean that certain test well, the d r i l l i n g of 

which is specifically provided for in Section 9 of the Unit Agreement. 

4.1.2 Within six (6) months after the Effective Date of said 

Unit Agreement, Unit Operator shall commence operations for the d r i l l i n g 

of the said i n i t i a l test well (unless same shall have been commenced 

prior to the Effective Date of said agreement), the cost of d r i l l i n g , 

completing, testing and equipping of which shall be shared by the Working 

Interest Owners in the manner and in the proportions specified in Exhibit 

"D" attached hereto. 

4.2 SUBSEQUENT WELLS: 

4.2.1 For the purposes of this agreement, the term "subsequent 

well" shall be deemed to mean and include any well which is commenced 

hereunder after the completion of the i n i t i a l test well. 

4.2.2 Unit Operator shall d r i l l and complete or plug and abandon 

any subsequent well upon such terms and conditions as may be agreed to by 

Working Interest Owners; provided, however, that in the absence of any 
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such agreement but before discovery of unitized substances in paying 

quantities within the Unit Area, a subsequent well may be drilled by 

Unit Operator at the sole risk, cost and expense of any Working Interest 

Owner of land committed to the Unit Agreement in which i t may own a l l or 

any part of the working interest. 

A.2.3 Any Working Interest Owner shall have the right to have a 

subsequent well drilled on unitized land in which i t may own a l l or part 

of the working interest. Such Working Interest Owner f i r s t shall give 

written notice of i t s desire that such well be drilled (accompanied by 

an estimate of costs) to each of the owners of the remaining working 

interest in said unitized land and to Unit Operator. Said notice shall 

specify the location and proposed depth of said well, which said location 

shall conform to the applicable spacing pattern or authorized exception 

thereto. Each Working Interest Owner receiving such notice shall have 

t h i r t y (30) day period from the date thereof in which to advise the 

sender of said notice whether or not i t w i l l participate in the cost of 

d r i l l i n g said well.. Failure to respond to such notice within said period 

shall be deemed to be an election by the Working Interest Owner receiving 

same not to participate in the cost of d r i l l i n g said well. Within 

fifteen (15) days after the expiration of said t h i r t y (30) day period, 

the Working Interest Owner who originated the notice then shall give Unit 

Operator a second written notice in order to advise Unit Operator of 

such Working Interest Owner's intention to d r i l l said well and the terras 

and conditions under which i t is to be drilled. Specifically, said 

second notice shall provide Unit Operator with the following Information 

regarding the d r i l l i n g of said well: (a) i t s location and depth, (b) 

the names of those Working Interest Owners who have agreed to d r i l l i t , 

(c) the proportions in which and the extent to which such Working 

Interest Owners have obligated themselves to bear and pay the d r i l l i n g 

costs, and (d) the estimated d r i l l i n g costs. I f Unit Operator does 

$ot elect to commence operations for the d r i l l i n g of said well within 

ninety (90) days after receipt of said second notice, then the Working 

Interest Owner who originated said notice shall have the right to pro­

ceed with the d r i l l i n g of said well pursuant to the provisions of Section 
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13 of the Unit Agreement. Within said ninety (90) day period, Unit 

Operator shall satisfy i t s e l f that i t has adequate security for the 

cost and expense of d r i l l i n g said well, there being no obligation on 

Unit Operator's part to commence d r i l l i n g operations unless and u n t i l 

i t is adequately secured insofar as the cost thereof is concerned. How­

ever, once having commenced or having caused to be commenced operations 

for the d r i l l i n g of any such well, Unit Operator shall proceed with due 

diligence and in a workmanlike manner thereafter. Such well shall be 

drilled both in conformity with the information contained in said second 

notice and at the sole risk, cost and expense of those Working Interest 

Owners who have obligated themselves theretofore to bear and pay the 

d r i l l i n g costs thereof. Regardless of whether or not such well is 

determined to be a paying well, a dry hole or a marginal well, the owner­

ship of said well and of the material and equipment therein and there­

on and of the production therefrom, together with the respective rights 

and obligations of the affected Working Interest Owners with respect 

thereto and the apportionment and burden of costs incurred in connection 

therewith, a l l shall be fixed and determined in accordance with the 

terms and provisions of this agreement and of the Unit Agreement. 

4.3 DEMANDED WELLS: 

4.3.1 For the purposes of this agreement, the term "demanded 

well" shall be deemed to mean and include any well the drilling of which 

ia demanded by the Department of the Interior either independently of 

any plan of development or as a substitution therefor or as an addition 

thereto. 

4.3.2 Any one or more of the Working Interest Owners may elect 

to pay the cost of d r i l l i n g a demanded well i n proportion to their respec­

tive acreage interests in the Unit Area or as they may otherwise agree. 

I f no Working Interest Owner is willing to pay such d r i l l i n g costs, the 

parties hereto may determine by a vote taken pursuant to the provisions 

Of this agreement whether to pay compensatory royalty, to contract the 

Unit Area, to terminate this agreement and the Unit Agreement, or to 

adopt any other measure satisfactory to the Department of the Interior 

whereby the obligation to d r i l l any such well may be avoided. 
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4.4 PAYING WELLS - DRY HOLES - MARGINAL WELLS-

No well which i s d r i l l e d pursuant to th i s agreement shall 

be either included i n an existing participating area or used as the 

basis for the formation of a new participating area unless and u n t i l 

such well has been determined to be capable of producing unitized sub­

stances i n paying quantities ( i . e . , quantities s u f f i c i e n t to repay the 

costs of d r i l l i n g and producing operations, with a reasonable p r o f i t ) , any 

such well being referred to hereinafter as a "paying well". 

4.4.2 I f the i n i t i a l test well or any other well drilled pursuant 

to this agreement is completed as a well capable of producing unitized 

substances in quantities sufficient to justify either i t s inclusion in 

a participating area or the formation of a new participating area, then 

and in that event such well shall be so included or a new participating 

area shall be formed in accordance with Section 11 of the Unit Agreement. 

I f any such well i s a dry hole, then same shall be plugged and abandoned 

by Unit Operator at the sole risk, cost and expense of those Working 

Interest Owners who have obligated themselves theretofore to bear and 

pay the cost of drilling same. I f any such well i s completed as a well 

not capable of producing unitized substances in quantities sufficient 

to justify either i t s inclusion in a participating area or the creation 

of a new participating area, then same shall either be plugged and 

abandoned as a dry hole or produced and operated by Unit Operator for 

the account and at the expense of those Working Interest Owners who have 

obligated themselves theretofore to bear and pay the cost of drilling same. 

4.5 NON-CONSENT ELECTION: 

4.5.1 No Working Interest Owner shall be required, without i t s 

consent, to obligate i t s e l f to bear and pay i t s proportionate part of 

the cost of drilling, completing, equipping, deepening, plugging back 

or reworking any well drilled or to be drilled hereunder. 

4.5.2 I f a l l the parties cannot mutually agree upon the d r i l l i n g 

of any well on the Unit Area, or upon the reworking, deepening or plugging 

back of a dry hole d r i l l e d at the j o i n t expense of a l l parties or a well 

j o i n t l y own--1 by a l l the „̂rl.i.;.s and not then producing i n paying 

qu a i i t i t i (..; ..n • lie Unit Area, any party or parlie;; wishing to d r i l l , 
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rework, deepen or plug back such a well may give the other parties written 

notice of the proposed operation, specifying the work to be performed, 

the location, proposed depth, objective formation and the estimated cost 

of the operation. The parties receiving such a notice shall have thirty 

(30) days (except as to reworking, plugging back or drilling deeper, 

where a drilling rig is on location, the period shall be limited to forty-

eight (48) hours exclusive of Saturday, Sunday or holidays) after 

receipt of the notice within which to notify the parties wishing to do 

the work whether they elect to participate in the cost of the proposed 

operation. Failure of a party receiving such a notice to so reply to 

i t within the period above fixed shall constitute an election by that 

party not to participate in the cost of the proposed operation. 

4.5.3 If any party receiving such a notice elects not to parti­

cipate in the proposed operation (such party or parties being hereafter 

referred to as "Non-Consenting Party"), then in order to be entitled 

to the benefits of this section, the party or parties giving the notice 

and such other parties as shall elect to participate in the operation 

(all such parties being hereafter referred to as the "Consenting Parties") 

shall, within thirty (30) days after the expiration of the notice period 

of thirty (30) days (or as promptly as possible after the expiration of 

the 48-hour period where the drilling rig is on location, as the case 

may be) actually commence work on the proposed operation and complete i t 

with due diligence. 

4.5.4 The entire cost and risk of conducting such operations shall 

be borne by the Consenting Parties in the proportions that their respective 

interests as shown in Exhibit "D" bear to the total interests of a l l 

Consenting Parties. Consenting Parties shall keep the leasehold estates 

involved in such operations free and clear of a l l liens and encumbrances 

of every kind created by or arising from the operations of the Consenting 

Parties. If such an operation results in a dry hole, the Consenting 

Parties shall plug and abandon the well at their sole cost, risk and 

expense. If any well drilled, reworked, deepened or plugged back under 

the provisions of this section results in a producer of oil and/or gas 

in paying quantities, the Consenting Parties shall complete and equip 
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the well to produce at their sole cost and risk, and the well shall then 

be turned over to Unit Operator and shall be operated by i t at the 

expense and for the account of the Consenting Parties. Upon commencement 

of operations for the d r i l l i n g , reworking, deepening or plugging back of 

any such well by Consenting Parties in accordance with the provisions 

of this section, each Non-Consenting Party shall be deemed to have r e l i n ­

quished to Consenting Parties, and the Consenting Parties shall own and 

be entitled to receive, in proportion to their respective interests, 

a l l of such Non-Consenting Party's interest in the well, i t s leasehold 

operating rights, and share of production therefrom u n t i l the proceeds or 

market value thereof (after deducting production taxes, royalty, over­

riding royalty and other interests payable out of or measured by the pro­

duction from such well accruing with respect to such interest u n t i l i t 

reverts) shall equal the total of the following: 

(a) 100$ of each such Non-Consenting Party's share of the cost of 

any newly acquired surface equipment beyond the wellhead con­

nections (including, but not limited to, stock tanks, separators, 

treaters, pumping equipment and piping), plus 100$ of each such 

Non-Consenting Party's share of the cost of operation of the 

well commencing with f i r s t production and continuing u n t i l each 

such Non-Consenting Party's relinquished interest shall revert 

to i t under other provisions of this section, i t being agreed 

that each Non-Consenting Party's share of such costs and equip­

ment w i l l be that interest which would have been chargeable to 

each Non-Consenting Party had i t participated i n the well from 

the beginning of the operation; and 

(b) 200$ of that portion of the costs and expenses of d r i l l i n g , re­

working, deepening or plugging back, testing and completing, 

after deducting any cash contributions received under Section 

9.5, hereto and 200$ of that portion of the cost of newly 

acquired equipment in the well (to and including the wellhead 

connections), which would have been chargeable to such Non-

Consenting Party i f i t had participated therein. 

4.5.5 In the case of any reworking, plugging back or deeper d r i l l i n g 
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operation, the Consenting Parties shall be permitted to use, free'of cost, 

a l l casing, tubing and other equipment in the well, but the ownership of 

a l l such equipment shall remain unchanged; and upon abandonment of a well 

after such reworking, plugging back or deeper d r i l l i n g , the Consenting 

Parties shall account for a l l such equipment to the owners thereof, with 

each party receiving i t s proportionate part in kind or i n value. 

4.5.6 Within sixty (60) days after the completion of any operation 

under this section, the party conducting the operations for the Consenting 

Parties shall furnish each Non-Consenting Party with an inventory of the 

equipment in and connected to the well, and an itemized statement of the 

cost of d r i l l i n g , deepening, plugging back, testing, completing, and 

equipping the well for production; or, at i t s option, the operating party, 

in lieu of an itemized statement of such costs of operation, may submit 

a detailed statement of monthly billings. Each month thereafter, during 

the time the Consenting Parties are being reimbursed as provided above, 

the Consenting Parties shall furnish the Non-Consenting Parties with an 

itemized statement of a l l costs and l i a b i l i t i e s incurred in the operation 

of the well, together with a statement of the quantity of o i l and gas 

produced from i t and the amount of proceeds realized from the sale of 

the well's working interest production during the preceding month. Any 

amount realized from the sale or other disposition of equipment newly 

acquired in connection with any such operation which would have been 

owned by a Non-Consenting Party had i t participated therein shall be 

credited against the total unreturned costs of the work done and of the 

equipment purchased, in determining when the interest of such Non-Con­

senting Party shall revert to i t as above provided; i f there is a credit 

balance i t shall be paid to such Non-Consenting Party. 

4.5.7 I f and when the Consenting Parties recover from a Non-Con­

senting Party's relinquished interest the amounts provided for above, the 

relinquished interests of such Non-Consenting Party shall automatically 

revert to i t and from and after such reversion such Non-Consenting Party 

shall own the same interest in such well, the operating rights and 

working, interest therein, the material and equipment in or pertaining 

thereto, and the production therefrom as such Non-Consenting Party 
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would have owned had i t participated in the drilling, reworking, deepening 

6r plugging back of said well. Thereafter, such Non-Consenting Party shall 

be charged with and shall pay its proportionate part of the further costs 

of the operation of said well in accordance with the terms of this agree­

ment and the Accounting Procedure schedule, Exhibit ""C", attached hereto. 

4.5.8 Notwithstanding the provisions of this Section 4.5, i t is 

agreed that without the mutual consent of a l l parties, no wells shall be 

completed in or produced from a source of supply from which a well located 

elsewhere on the Unit Area is producing, unless such well conforms to 

the then-existing well spacing pattern for such source of supply. 

4.5.9 The provisions of this Section 4.5 shall have application to 

the drilling, completion, reworking, deepening, or plugging back of the 

initial test well on the Unit Area, and to a l l other wells drilled, re­

worked, de'epened, or plugged back, or proposed to be drilled, reworked, 

deepened, or plugged back, upon the Unit Area subsequent to the drilling 

of the initial test well. 

4.6 GENERAL PROVISIONS; 

4.6.1 Operations by Unit Operator: Subject to the provisions of 

this agreement and the Unit Agreement, a l l wells located within the Unit 

Area shall be drilled and operated by Unit Operator for the account of 

the affected Working Interest Owners. 

4.6.2 Well Contracts: All wells drilled on the Unit Area shall 

be drilled on a competitive contract basis at the usual rates prevailing 

in the area. Unit Operator, i f i t so desires, may employ i t s own tools and 

equipment in the d r i l l i n g of wells, but i t s charges therefor shall not 

exceed the prevailing rates in the f i e l d , and the rate of such charges 

shall be agreed upon by the parties in writing before d r i l l i n g operations 

are commenced, and such work shall be performed by Unit Operator under 

the same terms and conditions as shall be customary and usual in the 

fie l d in contracts of independent contractors who are doing work of a 

similar nature. 

4.6.3 Abandonment of Wells: I f a determination has been .nade 

pursuant to this agreement to abandon any well drilled hereunder, any 

Working Interest Owner then owning an interest in said well who does not 
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desire to abandon same shall have, and is specifically granted herewith, 

the right to acquire i t within ten (10) days after any such determination 

has been made. Such right may be exercised by such owner by giving written 

notice to the other owners of said well and, concurrently therewith, by 

tendering them an amount equal to their proportionate share of the 

salvage value of the material and equipment in and on such well less the 

estimate cost of recovery (same to be determined in accordance with the 

Accounting Procedure attached hereto as Exhibit "C"). Within fifteen (15) 

days after receipt of said notice and said amount, the owners of said 

well who desire to abandon same shall assign their rights in such well 

and in the material and equipment therein and thereon to the owners who 

do not desire to abandon same. Such assignment shall be without warranty 

of t i t l e , either express or implied, and shall be limited to the formation 

underlying the land on which such well is situated and from which i t 

has produced and to the working interest in a tract surrounding such well 

of an area equal to that prescribed by the spacing rules, i f any, of any 

governmental authority having jurisdiction in the premises; provided, 

however, that i f there is no such established rule, then said assignment 

shall be limited to the working interest and leasehold estate i n said 

producing formation underlying a tract of 4-0 acres surrounding said well, 

i f same is an o i l well, or 16Q acres i f same is a gas well. In addition, 

the assigning parties shall execute such b i l l s of sale as shall be 

necessary to accomplish the purposes hereof. I f any such well so abandoned 

is located within a participating area, then i t shall not be produced from 

the separate pool or deposit of unitized substances for which said 

participating area was established; however, i f any such well is a 

marginal well which is without a participating area, and i f i t s owners 

desire that i t be produced, then i t shall be operated by Unit Operator 

for the account of such owners and at their sole risk, cost and expense, 

4.6.4 Modification of Drill i n g and Requirement of Unit Agreement: 

Unit Operator may apply for and obtain a modification of the d r i l l i n g re­

quirements of said Unit Agreement or an extension or extensions of time 

within which to comply therewith as provided by the terms of said Unit 

Agreement and any such application or applications may be made without 
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the consent of any of the Working Interest Owners subscribing hereto as 

parties of the second part. 

4.6.5 Plans of Development: Each plan for the development and 

operation of the Unit Area which is to be submitted by Unit Operator to 

the Supervisor pursuant to Section 10 of the Unit Agreement sh a l l provide 

only for such d r i l l i n g and other operations as Unit Operator has been 

authorized to conduct by the parties chargeable with the cost thereof 

by the provisions of th i s agreement and for such d r i l l i n g and other 

operations as Unit Operator has been required to conduct by governmental 

authority. I f any party hereto, i n accordance with the provisions of 

this agreement, shall have requested that a well be d r i l l e d or shall have 

proceeded with the d r i l l i n g thereof, and such operation i s not provided 

for i n the plan of development approved by the Supervisor, Unit Operator 

shall either request the Supervisor to approve an amendment to such plan 

which provide for the conduct of such operation or request the Supervisor 

to consent to such operation, i f his consent i s s u f f i c i e n t . 

4.6.6 Advances: At i t s election, Unit Operator shall have the 

right from time to time to require each Working Interest Owner to advance 

it s proportionate share of the estimated amount of costs to be incurred 

in conducting operations hereunder during any given month in accordance 

with an estimate to be made by Unit Operator not less than ten (10) days in 

advance of the month in which the costs and expenses are to be incurred. 

Adjustment between estimated and actual costs shall be made by Unit 

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

Working Interest Owners adjusted accordingly. I f Unit Operator requests 

an advance payment or security for any such estimated costs, and such 

advance payment or security is not forthcoming on or before the 5th 

day of the next succeeding month, then and i n that event Unit Operator 

shall not be obligated to commence or continue such operation unless 

and u n t i l such advance payment i s made or Unit Operator i s furnished 

with security acceptable to i t for the payment thereof by the party or 

parties chargeable therewith. 

4.6.7 Operator 1s Lien: Unit Operator i s hereby granted a p r i o r 

l i e n on the ri g h t s and interests of each Working Interest Owner i n the 
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Unit Area, in the material and equipment thereon and therein and in the 

unitized substances allocated to each such Working Interest Owner, as 

security for the payment of a l l costs and expenses chargeable to i t in 

accordance with the provisions of this agreement. Should any Working 

Interest Owner f a i l to pay i t s proportionate part of said costs and 

expenses within t h i r t y (30) days after being billed therefor as provided 

in the referred to Accounting Procedure, Exhibit "C", Unit Operator shall 

have the right at i t s option at any time thereafter, such default con­

tinuing, to foreclose said lien on the respective interests of such 

Working Interest Owners. In lieu of or in addition to such remedy, the 

parties hereto agree that in the event of default, Unit Operator may 

notify the purchaser of the defaulting party's share of unitized sub­

stances and such purchaser shall pay a l l proceeds accruing on account 

thereof to Unit Operator u n t i l said obligation is extinguished without 

any l i a b i l i t y to the defaulting party. In lieu of or in addition to 

the remedy above specified for such default, Unit Operator may have any 

other remedy afforded by law or equity against the defaulting party for 

such default. 

ARTICLE V 

RENTALS AND ROYALTIES 

5.1 RENTALS: The Working Interest Owners in each separate tract shall pay 

a l l rentals, advance rentals, delay rentals or shut-in royalties due under the lease 

thereon and, concurrently therewith, shall submit evidence of payment to Unit 

Operator. I f the Working Interest Owners in any tract determine not to pay any 

such rental, they shall notify Unit Operator at least sixty (60) days before the 

due date and thereafter shall assign to a l l other Working Interest Owners in the 

Unit Area requesting such assignment and in proportion to their then interest, a l l 

their right, t i t l e and interest under said lease, subject to a l l obligations thereto­

fore created. I f any Working Interest Owner f a i l s to make proper payment of any 

delay rental through mistake or oversight where such rental is required to continue 

the lease in force, there shall be no monetary l i a b i l i t y on i t s part, but i t shall 

make a bona fide effort to secure a new lease covering the same interest and, i f 

successful in i t s efforts, shall commit such lease to the Unit Agreement. In the 
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event of failure to secure such new lease within a reasonable time, the interest of 

the parties hereto shall be revised so that the party f a i l i n g to pay any such 

rental shall not be credited with the ownership of any lease on which rental was 

required but not paid. Unit Operator, at i t s election, may pay such rentals, 

advance rentals, delay rentals, or shut-in royalties to insure continuance of leases, 

but i t shall not be liable for failure to make such payments. In the event that 

any rentals are paid by Unit Operator, same shall be charged and billed to the party 

responsible for the payment thereof. In the event of loss of t i t l e to a lease for 

failure to pay rental, a l l loss occasioned thereby shall be that of the Working 

Interest Owners who should have paid the same. 

5.2 ROYALTIES AND COMPENSATORY ROYALTIES: The Working Interest Owners shall 

be responsible severally for and shall pay a l l royalties which may become due and 

payable because of the allocation of unitized substances to their respective leases 

committed to the Unit Agreement. I f any of said leases are burdened with any over­

riding royalties, payments out of production or any other charges in addition to the 

usual royalty, the Working Interest Owners of any such lease shall bear and assume 

such burdens out of the unitized substances allocated thereto. In cases where the 

Working Interest Owners determine to pay compensatory royalty or damages in lieu 

of d r i l l i n g a demanded offset well, such compensatory royalty shall be paid by 

Unit Operator and charged on the joint account of the Working Interest Owners. 

ARTICLE VI 

TITLES 

6.1 REPRESENTATIONS AS TO TITLES: Each Working Interest Owner hereby repre­

sents to each other Working Interest Owner that i t now owns and holds those certain 

o i l , gas and mineral interests in and under the Unit Area which are set out on the 

schedule attached to the Unit Agreement as Exhibit "B" (said schedule being also 

attached hereto as Exhibit "B"). In the event that such representation is erroneous 

or i f the t i t l e of any party hereto f a i l s either in whole or part, then the interests 

of the parties shall be adjusted accordingly, to the end that no party hereto shall 

be credited with any interest which i t does not own. 

6.2 TITLE EXAMINATION, LOSS OF LEASES AND OIL AND GAS INTERESTS: 

6.2.1 D r i l l s i t e locations: Within fifteen (15) days after receipt 

of Unit Operator's request therefor, each owner of a working interest in 
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land any part of which is situated within a 64.0-acre area surrounding the 

well's location in an outline to be delineated by Unit Operator, shall 

furnish Unit Operator with the following information with regard to i t s 

ownership of said working interest in said land: ( i ) abstracts of t i t l e 

certified to recent date, ( i i ) certified or photostatic copies of a l l 

leases, operating agreements, t i t l e opinions, rental receipts, and a l l 

other t i t l e instruments or documents in i t s possession upon which i t 

relies to establish ownership of i t s working interest, ( i i i ) for land 

of the United States, acceptable reports of recent date as to the status 

of such land as same may appear from the records of the Department of the 

Interior, and (iv) for State land, an acceptable report or transcript 

showing the status of such land as same may appear from the records of 

the State land office. As a prerequisite to the d r i l l i n g of any well 

hereunder, Unit Operator shall obtain a t i t l e opinion by a competent 

attorney or attorneys selected by i t and shall furnish a copy of such 

opinion to each affected Working Interest Owner; provided, however, that 

once t i t l e to any tract of land within the Unit Area has been approved 

for d r i l l i n g , then nothing contained herein shall be deemed to require any 

re-examination of such t i t l e prior to commencing additional d r i l l i n g 

operations on any such tract. A l l expense incurred in connection with 

said t i t l e examination shall be charged, as a part of the cost of d r i l l i n g 

of any such well, to the Working Interest Owners in the same proportions 

in which they have agreed to pay such d r i l l i n g costs; provided, however, 

that each Working Interest Owner shall be liable for and pay severally the 

cost of a l l curative work on i t s own t i t l e . Notwithstanding the foregoing 

provisions hereof, approval of any such t i t l e opinion as a prerequisite 

of d r i l l i n g may be waived upon obtaining the consent of the owners of 

a l l of the working interest committed to the d r i l l i n g of the well. 

6.2.2 Participating Areas: As soon as practicable after the 

establishment of any participating area or any enlargement thereof, 

t i t l e to the land and leases within any such area or enlargement, as 

the case may be, shall be examined in like manner to that provided for 

in Section 6.2.1 above; provided, however, that the Working Interest 

Owners in any such participating area or enlargement thereof may, by 
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the voting procedure prescribed i n Section 2.4 hereof, waive or modify 

such of the requirements of t n i s Section 6.2.2 as may be deemed necessary 

i n order to meet special conditions which have arisen or may require 

examination of t i t l e to additional land. 

6.2.3 Failure of T i t l e - Should any o i l and gas lease or interest 

therein or o i l and gas interest be lost through f a i l u r e of t i t l e , t h i s 

agreement shall nevertheless continue i n force as to a l l remaining leases 

and interests, and 

(,a) The party whose lease or interest i n affected by the t i t l e f a i l u r e 

shall bear alone the entire loss and i t shall not be e n t i t l e d 

to recover from Unit Operator or the other parties any develop­

ment or operating costs which i t may have theretofore paid, but 

there shall be no monetary l i a b i l i t y on i t s part to the other 

parties hereto by reason of such t i t l e f a i l u r e ; and 

(b) There shall be no retroactive adjustment of expenses incurred 

or revenues received from the operation of the interest which 

has been l o s t , but the interests of the parties shall be revised 

on an acreage basis, as of the time i t i s determined f i n a l l y that 

t i t l e f a i l u r e has occurred, so that the interest of the party 

whose lease or interest i s affected by the t i t l e f a i l u r e w i l l 

thereafter be reduced i n the Unit Area by the amount of the 

interest l o s t ; and 

(c) Should any person not a party to t h i s agreement, who i s determined 

to be the owner of any interest i n the t i t l e which has f a i l e d , 

pay i n any manner any part of the cost of operation, development, 

or equipment, or equipment previously paid under t h i s agreement, 

such amount shall be proportionately paid to the party or parties 

hereto who i n the f i r s t instance paid the costs which are so 

refunded; and 

(d) The party whose t i t l e has f a i l e d shall indemnify the other parties 

hereto against loss on account of p r i o r production received by 

the party whose t i t l e has so f a i l e d . 

6.2.4 Loss of Leases for Causes Other Than T i t l e Failure: I f any 

lease or interest subject to this agreement be los t through f a i l u r e to 
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develop or because express or implied covenants have not been performed, 

or i f any lease be permitted to expire at the end of i t s primary term 

and not be renewed or extended, or i f any lease or interest therein is 

lost due to the fact that the production therefrom is shut in by reason 

of lack of market, the loss shall not be considered a failure of t i t l e 

and a l l such losses shall be joint losses and shall be borne by a l l 

parties in proportion to their interest and there shall be no readjust­

ment of interests in the Unit Area. 

ARTICLE VII 

TAXES AND INSURANCE 

7.1 TAXES: The oil and gas leasehold estates covered hereby insofar as they 

embrace lands committed to the Unit Area and the jointly owned personal property 

located thereon or obtained in connection therewith hereunder shall be rendered by 

Unit Operator for ad valorem taxes if neoessary. Unit Operator shall pay a l l ad 

valorem taxes rendered or assessed against said properties and a l l such amounts so 

paid shall be allocated and charged in proper proportions to the parties hereto. 

A l l taxes levied upon or against or measured by the production of unitized substances 

allocated to the respective tracts under the terms of the Unit Agreement and this 

agreement which are not payable by the purchasers of such production shall be paid 

by the Working Interest Owners to which the same may be allocated. 

7.2 INSURANCE: 

7.2.1 Unit Operator shall carry workman's compensation insurance 

meeting the requirements of the State of New Mexico, and employers' 

l i a b i l i t y insurance with limits of not less than $100,000. 

7.2.2 Unit Operator shall carry insurance by reliable insurance 

company or companies as to the following risks: 

(a) General Public L i a b i l i t y Insurance with limits of 
not less than $100,000 per person and $500,000 per 
pccident; 

(b) Automobile Public L i a b i l i t y Insurance with limits 
of not less than $100,000 per person and $300,000 
per accident; 

(c) Automobile Property Damage Insurance with limits of 
not less than $100,000 per accident. 

7.2.3 Unit Operator shall carry insurance covering any or a l l of 
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the three last above mentioned risks and charge the premium cost thereof 

to the joint account as ope.-sti.xig expenses and, thereafter, shall be 

charged to and borne and paid by the parties hereto in the same manner 

as other operating expenses are to be paid hereunder. 

7.2.4 No other insurance shall be carried by Unit Operator except 

with the mutual consent of such o>" the parties hereto as may be affected 

thereby. 

ARTICLE VI I I 

CHANGE OF OWNERSHIP 

8.1 ASSIGNMENTS: Any Working Interest Owner may, at any time, transfer or 

assign a l l of his working interest to any other Working Interest Owner who is then a 

party to the Unit Agreement and to this agreement, or to any other person, association 

or corporation, when such assignment is made expressly subject to the terms of the 

Unit Agreement and the terms of this agreement, and wherein the assignee shall accept 

and agree to perform a l l duties, obligations and l i a b i l i t i e s thereof. On the making 

of such assignment, the assignor shall thereupon be relieved of a l l future duties, 

obligations and l i a b i l i t i e s of a Working Interest Owner under this agreement and 

under the Unit Agreement. A partial assignment of working interest shall be effective 

as above described to the extent of the interest so assigned. No assignment made 

under the provisions of this section shall be binding upon Unit Operator u n t i l a 

certified copy of said assignment has been delivered to Unit Operator. The terms 

and provisions of this agreement shall be deemed to be covenants running with the 

land and the leasehold estates and interests therein of the parties hereto, and 

shall be binding upon and inure to the benefit of the parties hereto, their heirs, 

personal representatives, successors and assigns. 

8.2 WITHDRAWAL OF PARTY: I f any party hereto so desires, i t may withdraw 

from this agreement by conveying, assigning and transferring, without warranty, 

either express or implied, to the other parties hereto who do not desire to with­

draw a l l of i t s right, t i t l e and interest in and under the leases included i n the 

Unit Area, together with the withdrawing party's interest in a l l wells, casing, 

material, equipment, fixtures and other personal property therein and thereon or 

used in connection therewith, but such conveyance or assignment shall not relieve said 

party from any cj~Legation or l i a b i l i t y accruing or incurred prior to the date thereof. 
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Such assignment shall be free and clear of a l l liens and encumbrances, except over­

riding royalties, payments out of production or other like interests based on pro­

duction shown on Exhibit "B", and the interest so conveyed and assignee shall be 

held an:, owned by the assignees thereof in proportion to their respective interests in 

the Unit Area on an acreage basis. After the date of said assignment the withdrawing 

party shall be relieved from a l l obligations and l i a b i l i t i e s accruing under this 

agreement, and the right of such party to any benefits subsequently accruing hereunder 

shall cease, but the withdrawing party shall be entitled to receive payment for 

its interest in a l l such casing, material, equipment, fixtures and other personal 

property at i t s salvage value determined, insofar as is possible, in accordance 

with the Accounting Procedure attached hereto as Exhibit "C". I f a l l of the parties 

are not willing to accept the assignment of such interest, the assignment shall run 

in favor of those parties willing to accept in the proportions that the interest 

of each such party in the Unit Area on an acreage basis bears to the aggregate interest 

of a l l parties assignee in the Unit Area. 

8.3 SUBSEQUENT JOINDER: Prior to commencement of operations under the Unit 

Agreement, a l l owners of working interests in the Unit Area who have joined in the 

Unit Agreement shall be privileged to join in this agreement by subscribing to the 

Unit Agreement and this agreement. After commencement of operations under the Unit 

Agreement, however, subsequent joinder in the Unit Agreement and Unit Area shall be 

on such reasonable terms and conditions as the parties who are then committed to 

the Unit Agreement and this agreement may require in view of the circumstances 

existing at the time such subsequent joinder is sought. 

8.4 SURRENDER OR TERMINATION OF INTERESTS' No lease committed to the Unit 

Agreement shall be surrendered in whole or part, unless the parties hereto mutually 

consent thereto. Should any party at any time desire to surrender any lease committed 

to said Unit Agreement and the other parties should not agree or consent to such 

surrender, the party desiring so to surrender shall assign, without express or 

implied warranty of t i t l e (but i f Federal or State land is involved, said assignment 

shall be subject to approval by the Bureau of Land Management, Department of the 

Interior or by the Commissioner of Public Lands of the State of New Mexico, as the 

case may be) a l l of such party's interest in such lease to the other parties hereto 

in proportion to the interest then severally held by them on an acreage basis in the 

Unit Area. I f a l l of the parties are not willing to accept the assignment of such 
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interest, the assignment shall run i n favor of those parties w i l l i n g to accept i n 

the proportions that the interest of each such party i n the Unit Area on an acreage 

basis bears to the aggregate interest of a l l parties assignee i n the Unit Area. 

Such assignment shall be free and clear of a l l liens and encumbrances and, upon 

delivery thereof, the assigning party shall be relieved of a l l further obligations 

with respect to the lease or leases so assigned, but such assignment shall not 

relieve the assigning party of any obligations incurred with respect to such lease 

or leases prior to the assignment thereof. 

ARTICLE IX 

MISCELLANEOUS PROVISIONS 

9.1 NOTICES: Except as herein otherwise expressly provided, a l l notices, re­

ports or other communications required or permitted hereunder shall be deemed to 

have been properly given or delivered when delivered personally or when sent by 

registered mail or telegraph with a l l postage or charges fully prepaid, and addressed 

to the parties hereto, at the addresses set opposite their respective names, or 

such other addresses as may be" thereafter furnished. The date of service by mail 

shall be the date on which such written notice or other communication i s deposited in 

the United States Post Office, addressed as above provided. 

9.2 RELATION OF PARTIES: The rights, duties, obligations and l i a b i l i t i e s 

of the parties hereto shall be several and not joint or collective, and nothing 

herein contained shall ever be construed as creating a partnership of any kind, 

joint venture, an association or a trust or as imposing upon any one or more of 

the parties hereto any partnership duty, obligation or l i a b i l i t y . Each party here­

to shall be individually responsible for only i t s obligations, as set out in this 

agreement. 

9.3 INTERNAL REVENUE ELECTION: I f , for Federal income tax purposes, th i s 

agreement and the operations hereunder are regarded as a partnership, then each 

of the parties hereto hereby elects to be excluded from the application of a l l of 

the provisions of Subchapter K, Chapter 1, Subtitle A, of the Internal Revenuei Code 

of 1954, as permitted and authorized by Section 761 of said Code and the regulation 

promulgated thereunder. Unit Operator i s hereby authorized and directed to execute 

on behalf of each of the parties hereto such evidence of t h i s election as may be 

required by the Secretary of the Treasury of the United States or the Federal 
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Internal Revenue Service, including specifically, but not by way of limitation, a l l 

of the returns, statements, and data required by Federal Regulations 1.761-1 (a). 

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

election, each party 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 or take any other action inconsistent with the election 

made hereby. If any present or future income tax laws of the State of New Mexico 

or any future income tax law of the United States, contain or hereafter contain, 

provisions similar to those contained in Subchapter K, Chapter 1, Subtitle A, of 

the Internal Revenue Code of 1954, 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 or 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 computation of partnership taxable income. In 

the event Unit Operator executes for and on behalf of the other parties hereto 

any election authorized under the provisions of this section, Unit Operator shall 

give notice of such election to the other parties hereto. 

9.4 LIMIT OF LIABILITY: 

9.4-1 L i a b i l i t y : The l i a b i l i t y of the parties hereto shall be sev­

eral rather than joint or collective. Each Working Interest Owner shall 

be individually responsible only for i t s obligations as set out i n this 

agreement and shall be liable only for i t s proportionate share of the 

costs and expenses as set out herein and nothing herein oontained or 

implied shall be deemed to create a partnership or joint l i a b i l i t y be­

tween or among the parties hereto. No funds received by Unit Operator 

under this agreement, whether received as proceeds from the sale of 

unitized substances, or as advances, or as payments on account of costs 

or otherwise, need be segregated by Unit Operator or maintained by i t 

as a joint fund, but may be commingled with i t s own funds and distributed 

by Unit Operator as provided for in this agreement. 

9.4-2 Force Majeure: Any obligation imposed upon the parties here­

by by this agreement, other than the obligation to make payments due 

Mescalero Unit Operating Agreement - Page 26 



hereunder, shall be suspended while any party hereto (including party 

designated as Unit Operator) is prevented from complying therewith by 

acts of God or the public enemy, acts or requests of Federal or State 

agencies, war, f i r e s , floods, storms, i n a b i l i t y to secure materials, 

strikes, lockouts or other matters beyond such party's control whether 

similar or dissimilar; provided, however, that the settlement of strikes 

and lockouts shall be en t i r e l y within the discretion of the party having 

the d i f f i c u l t y and no such party shall be required to set t l e any st r i k e 

or lockout when such course of action is deemed inadvisable by the party 

having such d i f f i c u l t y . 

9.5 CONTRIBUTION TOWARD DRILLING. In the event the parties hereto, or any 

of them receive a contribution, whether of money or property, toward the d r i l l i n g 

of any well d r i l l e d on the Unit Area pursuant to the provisions of thi s agreement, 

such contribution shall be shared i n and owned by each party hereto i n the proportion 

i n which the cost of d r i l l i n g any such well is to be borne and paid by such party; 

provided, however, the provision of t h i s Section 9.5 shall not apply to the i n i t i a l 

test well, which i s covered i n Exhibit "D". 

9.6 ASSIGNMENTS OF PARTIAL INTERESTS: Notwithstanding any of the provisions 

contained herein to the contrary, i n executing any assignments pursuant to the pro­

visions of thi s agreement where the interest to be assigned i s only as to certain 

producing formations where Federal and State lands are involved and i f as to un­

divided interest where State lands are involved and where such assignments are 

subject to approval by the Bureau of Land Management or by the Commissioner of Public 

Lands of the State of New Mexico, as the case may be, then the interest to be assigned 

shall be conveyed by appropriate operating agreements or by any other v a l i d instrument 

that w i l l carry out the intention of such provision or provisions or i n case of a 

State lease or leases where undivided interests are to be assigned, the same may be 

assigned to Unit Operator to be held i n t r u s t for the parties e n t i t l e d to p a r t i c ­

ipate therein i n proportion to t h e i r respective interests. 

9.7 PROVISIONS CONFORMED WITH LAWS AND REGULATIONS: The provisions of thi s 

agreement shall be subject to a l l Federal and State laws, executive orders, rules 

or regulations, and to a l l orders, rules or regulations of a l l Federal or State 

o f f i c e r s , agencies, boards or commissions which in any way, d i r e c t l y or i n d i r e c t l y , 

relate to or affect the performance of any of the provisions of this agreement, 
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but no partv hereto shall sufiVr a forfeiture or be liable in damages for failure 

to comply wiIn any of the provisions of this agreement, i f such compliance is 

prevented by, or i f such failure results from, compliance with any such law, order, 

rule or regulation; an! in the evenx this agreement or any provision hereof is 

found to be inconsistent with or contrary to any such law, order, rule or regulation, 

the latter shall be deemed to control and this agreement shall be regarded as 

modified accordingly and as so modified shall continue in f u l l force and effect. 

9.8 EXHIBITS: Attached hereto and made a part hereof are the following 

exhibits: 

(a) Exhibit "A" i s a map showing the boundary line of the Unit Area. 

(b) Exhibit "B" i s a schedule showing the acreage percentage and kind of 

ownership of o i l and gas interests in a l l land in the Unit Area. 

(c) Exhibit "C" is the Accounting Procedure (PASO-T-1955-2). 

(d) Exhibit "D" i s I n i t i a l Test Well. 

9.9 EFFECTIVE DATE AND TERM: This agreement shall become effective as of 

the Effective Date of the Unit Agreement and shall remain in f u l l force and effect 

during the term of said Unit Agreement and any and a l l extensions or renewals there­

of, and, in the event of the termination of the Unit Agreement for any reason, this 

agreement shall continue in f u l l force and effect as to a l l wells which have not 

been plugged and abandoned as of the time of the termination of the Unit Agreement 

and the rights and interests of the parties hereto in such wells and their partici­

pation in the production therefrom and in the cost of the operation thereof, shall 

be governed by the provisions hereof and this agreement with respect thereto shall 

remain in f u l l force and effect so long as any such well is capable of producing o i l 

or gas in paying quantities. 

9.10 COUNTERPARTS AND RATIFICATION HEREOF: This agreement may be executed 

i n any number of counterparts, each of which such counterparts shall bind the party 

or parties executing same and shall have the same force and effect as i f a l l of the 

parties to the aggregate counterparts had signed the same instrument. In l i e u of 

counterpart execution, this agreement may be r a t i f i e d by a separate written i n s t r u ­

ment referring hereto and each such r a t i f i c a t i o n shall have the same force and 

effect as an executed counterpart hereof and, i n effect, shall incorporate by 

reference a l l of the provisions hereof. 
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IN WITNESS WHEREOF, the parties hereto have executed this agreement as of 

the day and year f i r s t hereinabove written. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

DRILLING AND EXPLORATION COMPANY, INC. 

Date: 

ATTESTi 

AUG 8 1960 By. 
Vice President 

•f^fafiic. / /'I/I.. 
•: V ~ * " AaoioliMrit Secretary 

-•ibccaangWjtenk Building 
•f, '-0. Box 35366, Air lawn Station 
*aljas 35/ Texas 

•A • 
OTHER WORKING INTEREST OWNERS 

GULF OIL CORPORATION 

Date: 

ATTEST: 

By. 
Attorney-in-Fact 

Assistant Secretary 
Petroleum Building 
P. 0. Box 669 
Roswell, New Mexico 

;>D^te! V^i./;^tiM. J"i/-r> 

'V WV <4. k Assistant Sewetary 
Petroleum'BuiId ing 
P. 0. Box 1291 
Roswell, New Mexico 

CONTINENTAL OIL COMPANY 

By. 

I 
Attorney-in-Fact 

f 

Date: 

ATTEST t 

Oil and 
' P . A Box1 

, F^rt Wort 

ant Secretary 
iIding 

10 
Texas 

PAN AMERICAN CORPORATION 

• 
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STATE OF TEXAS ) 
) ss. 

CCOTY OF DALLAS ) 

The foregoing instrument was acknowledged before me this 8th day of 

August I960 . by G. R. Brainard, Jr. , Vice President of 

Drilling and Exploration Company, Inc. . a Delaware corporation, in behalf of 

y ̂ 'a*i<|-corporation. 

t y : 
y. Sty Commssiion Expires: \ j y Notary Public A 

y':'C: i ' J U ^ 8 V 1 9 6 1 AMYTA R. FOIXEY 
0 } ' y Notary Put!'.. D-Mi-.s County, Texa» 

' ' • • « , M y Commission .Swires June 1, 19W/ 
STATE OF TEXAS ) 

) ss. 
COUNTY OF TARRANT) 

The foregoing instrument was acknowledged before me this ~~ day of 

19JP_, by JOHN L. KELLY ATTORNEY m n g Pm aidant of 

Continental Oil Company f a Delaware corporation, in behalf of 
v* — — « — — — — — 

.•' said, cofp'oration. 

jy^}CQumts^fon Expires: 7 Notary Public 
\ '!• * y -V , h , - • , 

3une i» 1961 
L • t *• / *—* 

STATE OF TEXAS ) 
) ss. 

COUNTY OF TARRANT) 

The foregoing instrument Was acknowledged before me this 'JO ̂  day of 
Attorney-in-Faot 

• Auyat 19j60, by In. J. Nolte ^ Prooidont of 
s Pan kmiisijtm Petroleum Corporation a Delaware corporation, in behalf of 

1 \ v ' ;. 
«",. said .corporation 

V • /'.••'' 
/ . v 

•J 
, ' " 1 . - : 

* -rMy Commission Expires: NotaryPublic 

'June 1, 1961 

STATE OF NEW MEXICjO 
) ss. 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President of 

Qulf Oil Corporation , a Pennsylvania corporation in behalf of 

said corporation. 

My Commission Expires: Notary Public 



CONSENT AND RATIFICATION 
MESCALERO UNIT OPERATING AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

GULF OIL CORPORATION, the undersigned, hereby acknowledges receipt of a 
copy of the Unit Operating Agreement for the Mescalero Unit Area embracing lands 
altuated in Lea County, New Mexico, which said agreement ia dated the 1st day of 
June, i960, and acknowledges that i t has read the same and is familiar with the 
tarns and conditions thereof. 

The undersigned also being the owner of certain oil and gas leasehold 
interests committed to said Unit Agreement, and more particularly described on 
the schedule attached thereto as Exhibit "B", does hereby consent to said Unit 
Operating Agreement and ratify a l l of the terms and provisions thereof exactly 
the same as i f the undersigned had executed the original of said Unit Operating 
Agreement or a counterpart thereof. 

Notwithstanding anything above to the contrary, however, Gulf Oil 
Corporation hereby commits at this time only Tracts No. 2 and k, and agrees to 
commit Tracts No. 15 and 16 upon discovery of unitized substances in paying 
quantities within the Area described as the Mescalero Unit Area. 

TJf WITNESS WHEREOF, this instrument is executed by the undersigned as 
of the date set forth ln their respective acknowledgments. 

DATE: 

ATTEST! 

TCSISERfESec^^r" 
». 0< *o* 66$, 

•0. 

kw&l, .Rev Mexico 

STATE 07 NEW MEXICO ) 
) ss. 

GULF OIL CORPORATION 

BY 
Attorney-in-Fact 

COUNTY OF CHAVES ) 

The foregoing lnatrument was acknowledged before me this j day of 

; • ",p , Attorney-in-Fact of Q ~ y ^ U » 19_it£, by V'- A. 

Gulf Oil Corporation, a Pennsylvanian corporation, in behalf of said corporation. 

jty Commission <8a<pirea: 
Notary PurcLic 

'''•>•••. ••''A' / 
'% '-'s7.\1 • y 

•"7" / ' 
I si,. Lt 



CONSENT AND RATIFICATION 
MESCALERO UNIT OPERATING AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing 
lands situated in Lea County, New Mexico, which said agreement is dated the 
1st day of June, I960, and acknowledge that they have read the same and are 
familiar with the termr "and conditions thereof. 

The undersigned also being the owners of certain o i l and gas lease­
hold interests committed to said Unit Agreement, and more particularly de­
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to 
said Unit Operating Agreement and r a t i f y a l l of the terras and provisions there­
of exactly the same as i f the undersigned had executed the original of said 
Unit Operating Agreement or a counterpart thereof. * 

IN WITNESS WHEREOF, this instrument i s executed by the undersigned 
as of the date set for th in their respective acknowledgments. 

HOWEVER, this Consent and O 
Ratlfloatlon shall not be filed with / f / / V ^ \t/ $^/7 
tha P. S. Geological Survey and is to ( , sf <3V*^-
be e f fect ive only as an agreeaent p > fa ^ w i a , I l l i n o l s 

between the Working Interes t Owners 
with re la t ion to the cost and p a r t i - G f S / ^ v G ? 7 7 l u b £ ™ ^ 
oipation i n wells d r i l l e d under the 
Unit Agreeaent. The undersigned further agree to f i l e a subsequent 
Joinder for lease record purposes upon discovery of unit ized sub-
stances i n paying quantit ies within the unit area. 

STATE O P s i ^ ^ t - ^ ' 

COUNTY 0F . -^^<- 1 - ^ 

The foregoing instrument was acknowledged before me this Jcf^? tdB.v',oT. 

Ci^t^^^t^ , 19^£_, by <£-W>%c * <Cl<tS/Q ?7{t&AitX+L. 

husband and wife . • c •. •/ 

My Commission Expires: Notary Public 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of , a - corporation, in behalf 

of said corporation. 

My Commission Expires: nS&sry Public 



CONSENT AND RATIFICATION 
MESCALERO UNIT OPERATING AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt of 
a copy of the Unit Operating Agreement for the Mescalero Unit Area embracing 
lands situated in Lea County, New Mexico, which said agreement is dated the 
1st day of June, I960, and acknowledge that they have read the same and are 
familiar v/ith the terms and conditions thereof. 

The undersigned also being the owners of certain o i l and gas lease­
hold interests committed to said Unit Agreement, and more particularly de­
scribed on the schedule attached thereto as Exhibit "B", do hereby consent to 
said Unit Operating Agreement and r a t i f y a l l of the terms and provisions there­
of exactly the same as i f the undersigned had executed the original of said 
Unit Operating Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the undersigned 
as of the date set forth in their respective acknowledgments. 

HOWEVER, t h i s Consent and 
Ratification s h a l l not be f i l e d with C 
•fr>»« n , S , ftmnl r>£< nml S u r v e y and i s t o . 

D Shelby streets Santa be e f f e c t ive only as an agreement 220 Shelby street^ Sarrfca Fe v New Mexico 
between the Working Interes t Owners 7 T ; , A~ . S j ' 
with re la t ion to the cost and parti-L£4UJU64c>uA / M ' S r / 
oipation i n wel ls d r i l l e d under the 
Unit Agreeaent. The undersigned further agree to f i l e a subsequent 
joinder for lease record purposes upon dijiaoTery of unit ized sub-
stances i n paying quantit ies within the unit area . 

STATE OFKIW MEXICO 
) as. 

COUNTY OF SANTA FjE 

The foregoing instrument was acknowledged before me this31st day of 

August , 19 6a by T. H. McElrain and Catherine B . 

v . *»'djoBlTain, husband and wife . 

v '̂ ^Comi^isaS.cln Expires: Notary Public 

' " ' 1963 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 

, 19 , by , President 

of , a corporation, i n behalf 

of said corporation. 

.My Commission Expires: Notary Public 

7^. '4 



J'JNSENT AND RATIFICATION 
MESCALERO UNIT OPERATING AGREEMENT 

EMBRACING LANDS IN LEA COUNT/, NEW MEXICO 

The undersigned iwhether one or morej hereby acknowledge 
receipt of a copy of the Unit- Operating Agreement for the Mescalero 
Unit Area embracing lands situated i n Lea County, New Mexico, which 
said agreement Is dated the 1st day of June, i960, and acknowledge 
that they have read the same and are fami l i a r with the terms and 
conditions hereof. 

The undersigned also being the owners of certain o i l and 
gas leasehold interests committed to said Unit Agreement, and more 
p a r t i c u l a r l y described on the schedule attached thereto as Exhibit 
"B", do hereby consent to said Unit Operating Agreement and r a t i f y 
a l l of ;he terms and provisions thereof exactly the same as i f the 
undersigned had executed the or i g i n a l of said Unit Operating 
Agreement or a counterpart, thereof. 

HOWEVER, this Consent and R a t i f i c a t i o n shall not be f i l e d 
with the u. S. Geological Survey and i s to be effective only as 
an agreement between the Working Interest Owners with r e l a t i o n to 
the cost and pa r t i c i p a t i o n i n wells d r i l l e d under the Unit Agreement. 
The undersigned further agree to f i l e a subsequent joinder f o r lease 
record purposes upon discovery of unitized substances i n paying 
quantities w i t h i n the unit area. 

IN WITNESS WHEREOF, this instrument i s executed by the 
undersigned as of the date set f o r t h i n th e i r respective acknowledg­
ments . 

8690 Hollyhock Drive 
Cincinnati 31, Ohio C5 

^W,»lr 
G3acquelln M. Withers 

STATE OF 
COUNTY OF i ss: 
...,„ The foregoing instrument was acknowledged before me this 3—' 
Aday-'-.pf (K&W, , 19<«o by Jacquelin M. Withers and William P. 

\ ^Wltih^rs, Jr., husband and wife. 

Notary Public 

" o''STATE OF 
COUNTY OF S 3 

NOLAN W. CARSON 

Notary Public, State of Ohio 

My commission Expires Oct. 5, 1960 

The foregoing Instrument war, acknowledged before me this 
day of , 19 by 

, a corporation, President of 
i n behalf of saia corporation" 

Notary Public 



CONSENT AND RATIFICATION 
MESCALERO UNIT OPERATING AGREEMENT 

EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 
of a copy of the Unit Operating Agreement for the Mescalero Unit 
Area embracing lands situated in Lea County, New Mexico, which 
said agreement is dated the 1st day of June, 1960, and acknowledge 
that they have read the same and are familiar with the terms and 
conditions thereof. 

The undersigned also being the owners of certain oil and gas 
leasehold interests committed to said Unit Agreement, and more 
particularly described on the schedule attached thereto as Exhibit 
"B", do hereby consent to said Unit Operating Agreement and ratify 
a l l of the terms and provisions thereof exactly the same as if the 
undersigned had executed the original of said Unit Operating Agree­
ment or a counterpart thereof. 

However, this Consent and Ratification shall not be filed with 
the U. S. Geological Survey and is to be effective only as an agree­
ment between the Working Interest Owners with relation to the cost 
and participation in wells drilled under the Unit Agreement. The 
undersigned further agree to fi l e a subsequent joinder for lease 
record purposes upon discovery of unitized substances in paying 
quantities within the unit area. 

IN WITNESS WHEREOF, this instrument is executed by the under­
signed as of the date se* forth in their respective acknowledgments. 

McPherson Drive 
Madisonville, Kentucky 

224 Ohio Street 

Salem. Illinois 

STATE OF ILLINOIS ) 
) SS. 

COUNTY OF MARION ) 

The foregoing instrument was acknowledged before me this 

^ j ^ A day of September, 1960, byyfidith S. McElvain, a widow. 

71. H 



STATE OP ffojWkif 

COUNTY OP VU^W^< 

) 

) SS. 
) 

The foregoing instrument was acknowledged before me this 

V day, of ^g,fc^~l l > n , 

J - H 

I960, by Ralph C. McElvain, Jr. •** 

Notary Pu 

My Commission Expires 
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Tract No From Exh ib i t " B " 

1 0 0 . 0 0 % 

EXHIBIT "A" 

MESCALERO UNIT AREA 

LEA COUNTY, NEW MEXICO 

August 3 , I 9 6 0 
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E X H I B I T " C " lMSO-r-.95.-2 

Attached to and mack- a part of certain agreement en t i t l ed 
Unit Operating Agreement, 
Mescalero Unit Area, Lea C -unty, New Mexico 
Dated the 1st day of June, I960 

A C C O U N T I N G P R O C E D U R E 
(UNIT AND JOINT LEASE OPERATIONS) 

I . GENERAL PROVISIONS 
1. Definitions 

"Joint p rope r ly" as herein used shall be construed to mean the subject area covered bv the agreement to which t l m "Accoun t ing Procedure" is at­

tached. 

"Operator" as herein used shall be construed to mean the party designated to conduct t lie de\ elopmeiK and operation o i the subject area fo r the 

jo in t account of the parties hereto. 

"Non-Opera to r" as herein used shall be construed to mean any one or more o l the non-opcr.tting parties. 

2. Statements and Billings 
Operator shall b i l l Non-Operator on or before the last day of each month for its proportionate share ot costs and expenditures dur ing the preced­

ing mon th . Such bills w i l l be accompanied by statements, ref lect ing the total costs and charges as set f o r t h under Subparagraph . A below: 

A . Statement in detail o f all charges and credits to the joint account. 

B. Statement o f all charges and credits to the jo in t account, summarized by appropriate classifications indicative of the nature thereof. 

C. Statements as fo l lows: 

(1 ) Detailed statement of material ordinar i ly considered controllable by operators of oil and gas properties; 

(2 ) Statement o f ordinary charges and credits to the joint account summarized by appropriate classitications indicative of the nature thereof; 

and 

( 3 ) Detailed statement of any other charges and credits. 

3. Payments by Non-Operator t h i r t y ( 3 0 ) 
Each party shall pay its proport ion of all such bills ^ ' ' t n ' ^ ^ f f e t l X ^ ^ ^ ° , , 1 V S a l l c r receipt thereof. I f payment is not made w i t h i n such time, the 

unpaid balance shall bear interest at the rate of six per cent {6 c / ( ) per annum un t i l paid. 

4. Adjustments 
Payment uf any such bills shall not prejudice the right of Non-Operator to protest or question the correctness thereof. Subject to the exception 

noted in Paragraph S of this section I , all statements rendered to Non-Oper .uor h\ Operator dur ing any calendar year shall conclusively be presumed 

to be true and correct af ter t w e n t y - f o u r (24) months fo l lowing the end ol any Mich calendar year, unless w i t h i n the said t w e n t y - f o u r (24) month 

period Non-Operator takes wr i t t en exception thereto and makes claim on Operator for adjustment. l a i lu re on tlie part o f Non-Operator to make 

claim on Operator for adjustment w i t h i n such period shall establish the correctness thereof and preclude the t i l i n g of exceptions thereto or making 

of claims l o r adjustment thereon. The provisions ot this paragraph shall not prevent adjustments resulting f r o m physical inventory o f property as 

provided f o r in Section V I , Inventories, hereoi. 

5. Audits 
A Non-Operator, upon notice in w r i t i n g to Operator and all other Non-Operators, shall have the r ight to audit Operator's accounts and records 

relating to the accounting hereunder fo r any calendar year w i t h i n the t w e n t y - f o u r (24) month period f o l l o w i n g the end o f such calendar year, pro­

vided, however, that Non-Operator must take wr i t t en exception to and make claim upon the Operator f o r all discrepancies disclosed by said 

audit w i t h i n said t w e n t y - f o u r (24) month period. Where there -are two or more Non-Operators, the Non-Operators shall make every reasonable 

e f f o r t to conduct jo in t or simultaneous audits in a manner which w i l l result in a m i n i m u m of inconvenience to the Operator. 

II. DEVELOPMENT AND OPERATING CHARGES 

Subject to limitations hereinafter prescribed^ Operator shall charge the joint account with the following items; 

1. Rentals and Royalties 
Delay or other rentals, when such rentals are paid by Operator for the joint account; royalties, when not paid direct ly to royal ty owners by the 

purchaser of the ud, gas, casinghead gas, or other products. 

2. Labor 
A . Salaries and wages of Operator's employees direct ly engaged on the joint propcrty in the development, maintenance, and operation thereof, 

including salaries or wages paid to geologists and other employees who are temporarily assigned to and direct ly employed on a d r i l l i ng well . 

B. Operator's cost of holiday, vacation, sickness and disability benefits, and other customary allowances applicable to the salaries and wages charge­

able under Subparagraph 2 A and Paragraph I 1 of this Section I I . Costs under this Subparagraph 2 B may be charged on a "when and as 

paid basis" or by "percentage assessment" on the amount of salaries and wages chargeable under Subparagraph 2 A and Paragraph I I o f this 

Section I I . I f percentage assessment is used, the rate shall be based on the Operator's cost experience. 

C. Costs of expenditures or contr ibutions made pursuant to assessments imposed by governmental au thor i ty which are applicable to Operator's labor 

cost of salaries and wages as provided under Subparagraphs 2 A , 2 B, and Paragraph I I of this Section I I . 

3. Employee Benefits 
Operator's current cost of established plans for employees' group l i fe insurance, hospitalization, pension, retirement, stock purchase, t h r i f t , bonus, 

and other benefit plans of a like nature, applicable to Operator's labor cost, provided that the total of such charges shall not exceed ten per cent 

( 1 0 % ) of Operator's labor costs as provided in Subparagraphs A and B of Paragraph 2 of this Section I I and in Paragraph 11 of this Section I I . 

4. Material 
Material , equipment, and supplies purchased or furnished by Operator f u r use of the joint property. So far as it is reasonably practical and con­

sistent w i t h ef f ic ient and economical operation, only such material shall be purchased fu r or transferred tu the joint property as may be required fo r 

immediate use; and the accumulation of surplus stocks shall be avoided. 

5. Transportation 
Transportation of employe*.'*, equipment, material, and supplies necessary for the de\ elopniciH, maintenance, and operation of the joint property 

subject to the fo l lowing l imitat ions: 

A . I f material is moved to the joint property f r o m \emlor's or f r o m the Operator's warehouse or other properties, no charge shall be made to the 

joint account for a distance greater than the distance f r o m the nearest reliable supply store or railway receiving point where such material is 

available, except by MU< i i | .\gn u . i u n v. »ih Nun-Operator. 
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B. If surplus material is moved to Operator's warehouse or other storage point, no charge shall be made to the joint account for a distance greater 

than the distance from the nearest reliable supply store or railway receiving point, except by special agreement with Non-Operator. No charge 

shall be made to the joint account for moving material to other properties belonging to Operator, except by special agreement with Non-Operator. 

6. Service 
A. Outside Services: 

The cost of contract services and utilities procured from outside sources. 

B. Use of Operator's Equipment and Facilities: 

Use of and service by Operator's exclusively owned equipment and facilities as provided in Paragraph 5 of Section I I I entitled "Operator's Ex­

clusively Owned Facilities." 

7. Damages and Losses to Joint Property and Equipment 
All costs or expenses necessary to replace or repair damages or losses incurred by fire, flood, storm, theft, accident, or any other cause not con­

trollable by Operator through the exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damages or losses in­

curred as soon as practicable after report of the same has been received by Operator. 

8. Litigation Expense 
All costs and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the joint interests, including attorneys' 

fees and expenses as hereinafter provided, together with all judgments obtained against the parties or any of them on account of the joint operations 

under this agreement, and actual expenses incurred by any party or parties hereto in securing evidence for the purpose of defending against any 

action or claim prosecuted or urged against the joint account or ihe subject matter of this agreement. 

A. It a majority of the interests hereunder shall so agree, actions or claims affecting the joint interests hereunder may be handled by the legal 

staff of one or more of the parties hereto; and a charge commensurate with cost of providing and furnishing such services rendered may be 

made against the joint account; but no such charge shall be made until approved by the legal departments of or attorneys for the respective 

parties hereto. 

B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the majority of the interests hereunder. 

9. Taxes 
Al l taxes of every kind and nature assessed or levied upon or in connection with the properties which are the subject of this agreement, the produc­

tion therefrom or the operation thereof, and which taxes have been paid by the Operator for the benefit of the parties hereto. 

10. Insurance and Claims 
• A. Premiums paid for insurance required to be carried for the benefit of the joint account, together with all expenditures incurred and paid in 

settlement of any and all losses, claims, damages, judgments, and other expenses, including legal services, not recovered from insurance carrier. 

B. If no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settlement of any and all losses, claims, dam­

ages, judgments, and any other expenses, including legal services, shall be charged to the joint account. 

11. District and Camp Expense (Field Supervision and Camp Expense) 
A pro rata portion of the salaries and expenses of Operator's production superintendent and other employees serving the joint property and other 

properties of the Operator in the same operating area, whose time is not allocated directly to the properties, and a pro rata portion of the cost of 

maintaining and operating a production office known as Operator's ^PP.P.^..-.rr!r.^^?,^".9-!r. -

office located at or near - HobbS, NeW MeXiCO (or a comparable office if location changed), and 

necessary suboffices ( if any), maintained for the convenience of the above-described office, and all necessary camps, including housing facilities for 

employees if required, used in the conduct of the operations on the joint property and other properties operated in the same locality. The expense 

of, less any revenue from, these facilities should be inclusive of depreciation or a fair monthly rental in lieu of depreciation on the investment. Such 

charges shall be apportioned to all properties %XX#XiXXXXX^C£^X ] X^PKWf^ OR " the b & S i S 

of one d r i l l i n g well equals six producing wells. 

12. Administrative Overhead 
Operator shall have the right to assess against the joint property covered hereby the following management and administrative overhead charges, 

which shall be in lieu of all expenses of all offices of the Operator not covered by Section I I , Paragraph 11, above, including salaries and expenses 

of personnel assigned to such offices, except that salaries of geologists and other employees of Operator who are temporarily assigned to and directly 

serving on the joint property will be charged as provided in Section I I , Paragraph 2, above. Salaries and expenses of other technical employees as­

signed to such offices will be considered as covered by overhead charges in this paragraph unless charges for such salaries and expenses are agreed 

upon between Operator and Non-Operator as a direct charge to the joint property. 

WELL BASIS (Rate Per Well Per Month) 

PRODUCING WELL RATE 
DRILLING WELL {Ul l Completion Depth) 

RATE 
All W«lll 

Wall O.pth Each Wtll First Flv. Ntxt Five Ov«r Tin 

A l l . Depths $350,00 60.00 50,00 40.00. 

A. Overhead charges for drilling wells shall begm on the date each well is spudded and terminate when it is on production or is plugged, as the 

case may be, except that no charge shall be made during the suspension of drilling operations for fifteen (15) or more consecutive days. 

B. In connection with overhead charges, the status of welts shall be as follows: 

(1) Injection wells for recovery operations, such as for repressure or water flood, shall be included in the overhead schedule the same as produc­

ing oil wells. * 

(2) Water supply wells utilized for water flooding operations shall be included in the overhead schedule the same as producing oil wells. 

(3) Producing gas wells shall be included in the overhead schedule the same as producing oil wells. 



(4) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the overhead schedule at the time the 

shutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate during the time required for the 

plugging operation. 

(5) Wells being plugged .back, drilled deeper, or converted to a source or input well shall be included in the overhead schedule the same as dr i l l ­

ing wells. 

(6) Temporarily shut-down wells (other than by governmental regulatory body) which are not produced or worked upon for a period of a fu l l 

calendar month shall not be included in the overhead schedule; however, wells shut in by governmental regulatory body shall be included 

in the overhead schedule only in the event the allowable production is transferred to other wells on the same property. In the event of a 

unit allowable, all wells capable of producing will be counted in determining the overhead charge. 

(7) Wells completed in dual or multiple horizons shall be considered as two wells in the producing overhead schedule. 

(8) Lease salt water disposal wells shall not be included in the overhead schedule unless such wells are used in a secondary recovery program 

on the joint property. 

C. The above overhead schedule for producing wells shall be applied to the total number of wells operated under the Operating Agreement to which 

this accounting procedure is attached, irrespective of individual leases. 

D. It is specifically understood that the above overhead rates apply only to drilling and producing operations and are not intended to cover the 

construction or operation of additional facilities such as, but not limited to, gasoline plants, compressor plants, repressuring projects, salt water 

disposal facilities, and similar installations.' I f at any time any or all of these become necessary to the operation, a separate agreement wil l be 

reached relative to an overhead charge and allocation of district expense. 

E. The above specific overhead rates may be amended from time to time by agreement between Operator and Non-Operator i f , in practice, they are 

found to be insufficient or excessive. 

13. Operator's Fully Owned Warehouse Operating and Maintenance Expense 
(Describe fully the agreed procedure to be followed by the Operator.) 

None 

14. Other Expenditures 
Any expenditure, other than expenditures which are covered and dealt with by the foregoing provisions of this Section I I , incurred by the Opera­

tor for the necessary 2nd proper development, maintenance, and operation of the joint property. 

III. BASIS OF CHARGES TO JOINT ACCOUNT 

1. Purchases 
Material and equipment purchased and service procured shall be charged at price paid by Operator afcer deduction of all discounts actually received. 

2. Material Furnished by Operator 
Material required for operations shall be purchased for direct charge to joint account whenever practicable, except that Operator may furnish such 

material from Operator's stocks under the following conditions: 

A. New Material (Condition " A " ) 

(1) New material transferred from Operator's warehouse or other properties shall be priced f.o.b. the nearest reputable supply store or railway 

receiving point, where such material is available, at current replacement cost of the same kind of material. This will include material such 

as tanks, pumping units, sucker rods, engines, and other major equipment. Tubular goods, two-inch (2") and over, shall be priced on car­

load basis effective at date of transfer and f.o.b. railway receiving point nearest the joint account operation, regardless of quantity transferred. 

(2) Other material shall be priced on basis of a reputable supply company's preferential price list effective at date of transfer and f.o.b. the store 

or railway receiving point nearest the joint account operation where such material is available. 

(3) Cash discount shall not be allowed. 

B. Used Material (Condition "B" and "C") 

(1) Material which is in sound and serviceable condition and is suitable for reuse without reconditioning shall be classed as Condition " B " and 

priced at seventy-five per cent (75%) of new price. 

(2) Material which cannot be classified as Condition " B " but which, 

(a) After reconditioning will be further serviceable for original function as good secondhand material (Condition " B " ) , or 

(b) Is serviceable for original function but substantially not suitable for reconditioning, 

shall be classed as Condition "C" and priced at f i f t y per cent (SO^i) of new price. 

(3) Material which cannot be classified as Condition " B " or Condition "C" shall be priced at a value commensurate with its use. 

(4) Tanks, buildings, and other equipment involving erection costs shall be charged at applicable percentage of knocked-down new price, 

3. Premium Prices 
Whenever materials and equipment are not readily obtainable at the customary supply point and at prices specified in Paragraphs 1 and 2 of this 

Section I I I because of national emergencies, strikes or other unusual causes over which the Operator has no control, the Operator may charge the 

joint account for the required materials on the basis of the Operator's direct cost and expense incurred in procuring such materials, in making it 

suitable for use, and in moving it to the location, provided, however, that notice in writing is furnished to Non-Operator of the proposed charge prior 

to billing the Non-Operator for the material and/or equipment acquired pursuant to this provision, whereupon Non-Operator shall have the rignt, 

by so electing and notifying Operator within 10 days after receiving notice from the Operator, to furnish in kind, or in tonnage as the parties may 

agree, at the location, nearest railway receiving point, or Operator's storage point within a comparable distance, all or part of his share of material 

and/or equipment suitable for use and acceptable to the Operator. Transportation costs on any such material furnished by Non-Operator, at any 

point other than at the location, shall be borne by such Non-Operator. If , pursuant to the provisions of this paragraph, any Non-Operator furnishes 

material and/or equipment in kind, the Operator shall make appropriate credits therefor to the account of said Non-Operator. 

4. Warranty of Material Furnished by Operator 
Operator does not warrant the material furnished beyond or back of the dealer's or manufacturer's guaranty; and in case of defective material, cred­
it shall not be passed until adjustment has been received by Operator from the manufacturers or their agents. 

5. Operator's Exclusively Owned Facilities 
1 he following rates shall apply to service rendered to the joint account by facilities owned exclusively by Operator: 

A. Water, fuel, power, compressor and other auxiliary services at rates commensurate with cost of providing and furnishing such service to the 

joint account but not exceeding rates currently prevailing in the field where the joint property is located. 
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B. Automotive equipment at rates commensurate with cost of ownership and operation. Such rates should generally be in line with the schedule of 

rates adopted by the Petroleum Motor Transport Association, or some other recognized organization, as recommended uniform charges against 

joint account operations and revised from time to time. Automotive rates shall include cost of oil, gas, repairs, insurance, and other operating 

expens and depreciation; and charges shall be based on use in actual service on, or in connection with, the joint account operations. Truck 

and t r - j to r rates may include wages and expenses of driver. 

C. A fair rate shall be charged for the use of drilling and cleanins-out tools and any other items of Operator's ful ly owned machinery or equip­

ment v. iich shall be ample to cover maintenance, repairs, depreciation, and the service furnished the joint property; provided that such charges 

shall not exceed those currently prevailing in the field where the joint property is located. Pulling units shall be charged at hourly rates com­

mensurate with the cost of ownership and operation, which shall include repairs and maintenance, operating supplies, insurance, depreciation, and 

taxes. Pulling unit rates may include wages and expenses of the operator. 

D. A fair rate shall be charged for laboratory services performed by Operator for the benefit of the joint account, such as gas, water, core, and any 

other analyses and tests; provided such charges shall not exceed those currently prevailing if performed by outside service laboratories. 

E. Whenever requested, Operator shall inform Non-Operator in advance of the rates it proposes to charge. 

F. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient. 

I V . D I S P O S A L O F L E A S E E Q U I P M E N T A N D M A T E R I A L 

The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand material. The disposition of major 

items of surplus material, such as derricks, tanks, engines, pumping units, and tubular goods, shall be subject to mutual determination by the parties 

hereto; provided Operator shall have the right to dispose of normal accumulations of junk and scrap material either by transfer or sale from the 

joint property. 

1. Material Purchased by the Operator or Non-Operator 
Material purchased by either the Operator or Non-Operator shall be credited by the Operator to the joint account for the month in which the 

material is removed by the purchaser. 

2. Division in Kind 
Division of material in kind, if made between Operator and Non-Operator, shall be in proportion to their respective interests in such material. Each 

party will thereupon be charged individually with the value of the material received or receivable by each party, and corresponding credits wil l be 

made by the Operator to the joint account. Such credits shall appear in the monthly statement of operations. 

3. Sales to Outsiders 
Sales to outsiders of material from the joint property shall be credited by Operator to the joint account at the net amount collected by Operator 

from vendee. Any claims by vendee for defective material or otherwise shall be charged back to the joint account if and when paid by Operator. 

V . B A S I S O F P R I C I N G M A T E R I A L T R A N S F E R R E D F R O M J O I N T A C C O U N T 

Material purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall be 
valued on the following basis: 

1. New Price Defined 
New price as used in the following paragraphs shall have the same meaning and application as that used above in Section I I I , "Basis of Charges to 

Joint Account." 

2. New Material 
New material (Condition " A " ) , being new material procured for the joint account but never used thereon, at one hundred per cent (100%) of cur­
rent new price (plus sales tax i f any). 

3. Good Used Material 
Good used material (Condition " B " ) , being used material in sound and serviceable condition, suitable for reuse without reconditioning: 

A. At seventy-five per cent (7S%) of current new price i f material was charged to joint account as new, or 

B. At sixty-five per cent (65%) of current new price if material was originally charged to the joint property as Secondhand at seventy-five per 

cent (75%) of new price. 

4. Other Used Material 
Used material (Condition "C" ) , at f i f t y per cent (50%) of current new price, being used material which: 

A. After reconditioning will be further serviceable for original function as good secondhand material (Condition " B " ) , or 

B. Is serviceable for original function but substantially not suitable for reconditioning. 

5. Bad-Order Material 
Material and equipment (Condition " D " ) , which is no longer usable for its original purpose without excessive repair cost but is further usable for 

some other purpose, shall be priced on a basis comparable with that of items normally used for that purpose. 

6. Junk 
Junk (Condition "E") , being obsolete and scrap material, at prevailing prices. 

7. Temporarily Used Material 
When the use of material is temporary and its service to the joint account docs not justify the reduction in price as provided in Paragraph 3 B, 

above, such material shall be priced on a basis that will leave a net charge to the joint account consistent with the value of the service rendered. 

VI. INVENTORIES 

1. Periodic Inventories, Notice and Representation 
At reasonable intervals, inventories shall be taken by Operator of the joint account material, which shall include all such material as is ordinarily 

considered controllable by operators of oil and gas properties. 

Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that Non-

Operator may be represented when any inventory is taken. 

Failure of Non-Operator to be represented at an inventory shall bind Non-Operator to accept the inventory taken by Operator, who shall in that 

event furnish Non-Operator with a copy thereof. 

2. Reconciliation and Adjustment of Inventories 
Reconciliation of inventory with charges to the joint account shall be made by each party at interest, and a list of overages and shortages shall be 
jointly determined by Operator and Non-Operator. 

Inventory adjustments shall be made by Operator with the joint account for overages and shortages, but Operator shall be held accountable to Non-
Operator only for shortages due to lack of reasonable diligence. 

3. Special Inventories , 
Special inventories rpay be taken, at the expense of the purchaser, whenever there is any sale or change of interest in the joint property; and it shall 
be the duty of the party selling to notify all other parties hereto as quickly as possible after the transfer of interest takes place. In such cases, both 
the seller and the purchaser shall be represented and shall be governed by the inventory so taken. 
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Attached to and made a part of certain agreement ...en t i t l ed _. 
Unit- Operating .Agreê ^̂  
Mescalero Unit Area .. tea ^ 

ZZ I960..... 

A C C O U N T I N G P R O C E D U R E 
(UNIT AND JOINT LEASE OPERATIONS) 

I . GENERAL PROVISIONS 

. Definitions 
"Joint property" as herein used shall be construed to mean the subject area covered by the agreement to which this "Accounting Procedure" is at­

tached. 

"Operator" as herein used shall be construed to mean the party designated to conduct the development and operation of the subject area for the 

joint account of the parties hereto. 

"Non-Operator" as herein used shall be construed to mean any one or more of the non-operating parties. 

, Statements and Billings 
Operator shall bill Non-Operator on or before the last day of each month for its proportionate share of costs and expenditures during the preced­

ing month. Such bills wtll be accompanied by statements, reflecting the total costs and charges as set forth under Subparagraph .-fi below: 

A. Statement in detail of alt charges and credits to the joint account. 

B. Statement of all charges and credits to the joint account, summarized by appropriate classifications indicative of the nature thereof. 

C. Statements as follows: 

(1) Detailed statement of material ordinarily considered controllable by operators of oil and gas properties; 

(2) Statement of ordinary charges and credits to the joint account summarized by appropriate classifications indicative of the nature thereof; 

and 

( ) ) Detailed statement of any other charges and credits. 

. Payments by Non-Operator t h i r t y ( 3 0 ) 
Each party shall pay its proportion of all such bills within X22£X^U<5 days after receipt thereof. I f payment is not made within such time, the 

unpaid balance shall bear interest at the rate of six per cent (6%) per annum until paid. 

. Adjustments 
Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness thereof. Subject to the exception 

noted in Paragraph 5 of this section I , all statements rendered to Non-Operator by Operator during any calendar year shall conclusively be presumed 

to be true and correct after twenty-four (24) months following the end of any such calendar year, unless within the said twenty-four (24) month 

period Non-Operator takes written exception thereto and makes claim on Operator for adjustment. Failure on the part of Non-Operator to make 

claim on Operator for adjustment within such period shall establish the correctness thereof and preclude the filing of exceptions thereto or making 

of claims for adjustment thereon. The provisions of this paragraph shall not prevent adjustments resulting from physical inventory of property as 

provided for in Section V I , Inventories, hereof. 

5. Audits 
A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Operator's accounts and records 

relating to the accounting hereunder for any calendar year within the twenty-four (24) month period following the end of such calendar year, pro­

vided, however, that Non-Operator must take written exception to and make claim upon the Operator for all discrepancies disclosed by said 

audit within said twenty-four (24) month period. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable 

effort to conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to the Operator. ^ 

II. DEVELOPMENT AND OPERATING CHARGES 

Subject to limitations hereinafter prescribed, Operator shall charge the joint account with the following items; 

1. Rentals and Royalties 
Delay or other rentals, when such rentals are paid by Operator for the joint account; royalties, when not paid directly to royalty owners by the 

purchaser of the oil, gas, casinghead gas, or other products. 

2. Labor 
A. Salaries and wages of Operator's employees directly engaged on the joint property in the development, maintenance, and operation thereof, 

including salaries or wages paid to geologists and other employees who are temporarily assigned to and directly employed on a drilling well. 

B. Operator's cost of holiday, vacation, sickness and disability benefits, and other customary allowances applicable to the salaries and wages charge­

able under Subparagraph 2 A and Paragraph 11 of this Section I I . Costs under this Subparagraph 2 B may be charged on a "when and as 

paid basis" or by "percentage assessment" on the amount of salaries and wages chargeable under Subparagraph 2 A and Paragraph 11 of this 

Section I I . I f percentage assessment is used, the rate shall be based on the Operator's cost experience. 

C. Costs of expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable to Operator's labor 

cost of salaries and wages as provided under Subparagraphs 2 A, 2 B, and Paragraph 11 of this Section I I . 

3. Employee Benefits 
Operator's current cost of established plans for employees' group life insurance, hospitalization, pension, retirement, stock purchase, thr i f t , bonus, 

and other benefit plans of a like nature, applicable to Operator's labor cost, provided that the total of such charges shall not exceed ten per cent 

(10%) of Operator's labor costs as provided in Subparagraphs A and B of Paragraph 2 of this Section I I and in Paragraph 11 of this Section I I . 

4. Material 
Material, equipment, and supplies purchased or furnished by Operator for use of the joint property. So far as it is reasonably practical and con­

sistent with efficient and economical operation, only such material shall be purchased for or transferred to the joint property as may be required for 

immediate use; and the accumulation of surplus stocks shall be avoided. 

5. Transportation ^ 
Transportation of employees, equipment, material, and supplies necessary for the development, maintenance, and operation of the joint property 
subject to the following limitations: 

A. I f material is moved to the joint property from vendor's or from the Operator's warehouse or other properties, no charge shall be made to the 
joint account for a distance greater than the distance from the nearest reliable supply store or railway receiving point where such material is 
available, except by special agreement with Non-Operator. 



B. If surplus material is moved to Operator's warehouse or other storage point, no charge shall be nude to the joint account for a distance greater 

than the distance from the nearest reliable supply store or railway receding point, except by special agreement with Non-Operator. No charge 

shall be made to the joint account for moving material to other properties belonging to Operator, except by special agreement with Non-Operator. 

6. Service 
A. Outside Services: 

The cost of contract services and utilities procured from outside sources. 

B. Use of Operator's Equipment and Facilities: 

Use of and service by Operator's exclusively owned equipment and facilities as provided in Paragraph 5 of Section HI entitled "Operator's. Ex­

clusively Owned Facilities." 

7. Damages and Losses to Joint Property and Equipment 
All costs or expenses necessary to replace or repair damages or losses incurred by fire, flood, storm, theft, accident, or any other cause not con­

trollable by Operator through the exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damages or losses in­

curred as soon as practicable after report of the same has been received by Operator. 

8. Litigation Expense 
All costs and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the joint interests, including attorneys' 

fees and expenses as hereinafter provided, together with all judgments obtained against the parties or any of them on account of the joint operations 

under this agreement, and actual expenses incurred by any party or parties hereto in securing evidence for the purpose of defending against any 

action or claim prosecuted or urged against the joint account or the subject matter of this agreement. 

A. If a majority of the interests hereunder shall so agree, actions or claims affecting the joint interests hereunder may be handled by the legal 

staff of one or more of the parties hereto; and a charge commensurate with cost of providing and furnishing such services rendered may be 

made against the joint account; but no such charge shall be made until approved by the legal departments of or attorneys for the respective 

parties hereto. 

B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the majority of the interests hereunder. 

9. Taxes 
AH taxes of every kind and nature assessed or levied upon or in connection with the properties which are the subject of this agreement, the produc­

tion therefrom or the operation thereof, and which taxes have been paid by the Operator for the benefit of the parties hereto. 

10. Insurance and Claims 
A. Premiums paid for insurance required to be carried foV the benefit of the joint account, together with all expenditures incurred and paid in 

settlement of any and all losses, claims, damages, judgments, and other expenses, including legal services, not recovered from insurance carrier. 

B. I f no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settlement of any and all losses, claims, dam­

ages, judgments, and any other expenses, including legal services, shall be charged to the joint account. 

11. District and Camp Expense (Field Supervision and Camp Expense) 
A pro rata portion of the salaries and expenses of Operator's production superintendent and other employees serving the joint property and other 

properties of the Operator in the same operating area, whose time is not allocated^ directly to the properties, and a pro rata portion of the cost of 

maintaining and operating a production office known as Operator's . . ^ Q ^ ^ ^ - .P^-^^?*.^:.?."^.- __ 

office located at or near HofahS^- .NSW . J f e x l C Q —„ (or a comparable office if location changed), and 

necessary suboffices ( if any), maintained for the convenience of the above-described office, and all necessary camps, including housing facilities for 

employees if required, used in the conduct of the operations on the joint property and other properties operated in the same locality. The expense 

of, less any revenue from, these facilities should be inclusive of depreciation or a fair monthly rental in lieu of depreciation on the investment. Such 

charges shall be apportioned to all properties s S O £ ^ } Q C i X ^ O i l t h e b a s i s 

of one d r i l l i n g we l l equals six producing wel ls . 

12. Administrative Overhead 
Operator shall have the right to assess against the joint property covered hereby the following management and administrative overhead charges, 

which shall be in lieu of all expenses of all offices of the Operator not covered by Section I I , Paragraph 11, above, including salaries and expenses 

of personnel assigned to such offices, except that salaries of geologists and other employees of Operator who are temporarily assigned to and directly 

serving on the joint property will be charged as provided in Section 11, Paragraph 2, above. Salaries and expenses of other technical employees as­

signed to such offices will be considered as covered by overhead charges in this paragraph unless charges for such salaries and expenses are agreed 

upon between Operator and Non-Operator as a direct charge to the joint property. 

WELL BASIS (Rate Per Well Per Month) 

PRODUCING WELL RATE 
DRILLING WELL (Use Completion Depth) 

RATE 
All Weill 

Well Depth Each Wel l First Five Next Five Over Ten 

A l l Depths $350.00 60.00 50.00 40.00 

A. Overhead charges for drilling wells shall begin on the date each well is spudded and terminate when it is on production or is plugged, as the 
case may be, except that no charge shall be made during the suspension of drilling operations for fifteen (15) or more consecutive days. 

B. In connection with overhead charges, the status of wells shall be as follows: 

, ( I ) Injection wells for recovery operations, such as for repressure or water flood, shall be included in the overhead schedule the same as produc­
ing oil wells. * 

(2) Water supply wells utilized for water flooding operations shall be included in the Overhead schedule the same as producing oil wells. 
(3) Producing gas wells shall be included in the overhead schedule the same as producing oil wells. 



( 4 ) Wells permanently shut down but on wh ich plugging operations are deterred shall be dropped f r o m the overhead schedule at the t ime the 

shutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate dur ing the t ime required f o r the 

plugging operation. 

( 5 ) Wells being plugged back, dr i l led deeper* or converted to a source or input well shall be included in the overhead schedule the same as d r i l l ­

ing wells. 

( 6 ) Temporar i ly shut-down wells (other than by governmental regulatory body) wh ich are not produced or worked upon fo r a period o f a f u l l 

calendar month shall not be included in the overhead schedule; however, wells shut in by governmental regulatory body shall be included 

in the overhead schedule only in the event the allowable product ion is transferred to other wells on the same property. I n the event o f a 

uni t allowable, all wells capable o f producing w i l l be counted in determining the overhead charge, 

( 7 ) Wells completed in dual or mul t ip le horizons shall be considered as two wells in the producing overhead schedule. 

(S) Lease salt water disposal wells shall not be included in the overhead schedule unless such wells are used in a secondary recovery program 

on the joint property. 

C. The above overhead schedule f o r producing wells shall be applied to the total number of wells operated under the Operating Agreement to wh ich 

this accounting procedure is attached, irrespective of individual teases. 

D . I t is specifically understood that the above overhead rates apply only to d r i l l i n g and producing operations and are not intended to cover the 

construction or operation o f additional facilities such as, but not l imi ted to, gasoline plants, compressor plants, repressuring projects, salt water 

disposal facilities, and similar installations. I f at any t ime any or all of these become necessary to the operation, a separate agreement w i l l be 

reached relative to an overhead charge and allocation o f dis t r ic t expense. 

E. The above specific overhead rates may be amended f r o m time to t ime by agreement between Operator and Non-Operator i f , in practice, they are 

found to be insuff ic ien t or excessive. 

13. Operator's Fully Owned Warehouse Operating and Maintenance Expense 
(Describe f u l l y the agreed procedure to be fol lowed by the Operator.) 

___ ...Npnfe. 

14. Other Expenditures 
A n y expenditure, other than expenditures which are covered and dealt w i t h by the foregoing provisions of this Section I I , incurred by the Opera­

tor for the necessary and proper development* maintenance, and operation of the joint property. 

I I I . B A S I S O F C H A R G E S T O J O I N T A C C O U N T 

1. Purchases 
Material and equipment purchased and service procured shall be charged at price paid by Operator after deduction of all discounts actually received. 

2. Material Furnished by Operator 
Material required fo r operations shall be purchased for direct charge to joint account whenever practicable, except that Operator may fu rn i sh such 

material f r o m Operator's stocks under the fo l lowing conditions: 

A . New Material (Condi t ion " A " ) 

(1 ) New material transferred f r o m Operator's warehouse or other properties shall be priced f.o.b. the nearest reputable supply store or railway 

receiving point , where such material is available, at current replacement cost of the same kind of material. This w i l l include material, such 

as tanks, pumping units, sucker rods, engines, and other major equipment. Tubular goods, two- inch ( 2 " ) and over, shall be priced on car­

load basis effect ive at date of transfer and f.o.b. railway receiving point nearest the joint account operation, regardless of quant i ty .transferred. 

( 2 ) Other material shall be priced on basis of a reputable suppl' -. < M i : j - . . , ; : v '• p r e t e r v n i I r e list ef fect ive at date o f transfer and f.o.b. the store 

or railway receiving point nearest the jo in t account oper-i > \>^^ v . !i m.iUT.'.ii is available. 

(3 ) Cash discount shall not be allowed. 

B. Used Material (Condi t ion " B " and " C " ) 

(1 ) Material which is in sound and serviceable condit ion and is suitable fo r reuse wi thou t reconditioning shall be classed as Condi t ion " B " and 

priced at seventy-five per cent ( 7 > % ) of new price. 

( 2 ) Material which cannot be classified as Condit ion " B " but which , 

(a) A f t e r reconditioning w i l l be fu r t he r serviceable for original f unc t i on as good secondhand material (Condi t ion " B " ) , or 

( b ) Is serviceable f o r original f unc t i on but substantially not suitable fur reconditioning, 

shall be classed as Condit ion " C " and priced at f i f t y per cent ( 5 0 $ ) of new price. 

(3 ) Material which cannot be classified as Condi t ion " B " or Condi t ion " C " shall be priced at a value commensurate w i t h its use. 

(4 ) Tanks, buildings, and other equipment involving erection costs shall be charged at applicable percentage o f knocked-duwn new price. 

3. Premium Prices 
Whenever materials and equipment are not readily obtainable at the customary supply point and at prices specified in Paragraphs 1 and 2. of this 

Section H I because of national emergencies, strikes or other unusual causes over which the Operator has no control , the Operator may charge the 

joint account fo r the required materials on the basis of the Operator's direct cost and expense incurred in procur ing such materials, in making i t 

suitable fo r use, and in moving it to the location, provided, however, that notice in w r i t i n g is furnished to Non-Operator of the proposed charge prior 

to b i l l ing the Non-Operator for the material and/or equipment acquired pursuant to this provision, whereupon Non-Operator shall have the r i g f i t , 

by so electing and n o t i f y i n g Operator w i t h i n 10 days after receiving notice f r o m the Operator, to fu rn i sh in k ind , or in tonnage as the parties may 

agree, at the location, nearest railway receiving point, or Operator's storage point w i t h i n a comparable distance, all or part o f his share of material 

and/or equipment suitable for use and acceptable to the Operator. Transportat ion costs on any such materia! furnished by Non-Operator, at any 

point other than at the location, shall be borne by such Non-Operator. I f , pursuant to the provisions of this paragraph, any Non-Operator furnishes 

material and/or equipment in k ind , the Operator shall make appropriate credits therefor to the account of said Non-Operator. 

4. Warranty of Material Furnished by Operator 
Operator does not warrant the material furnished beyond or back of the dealer's or manufacturer 's guaranty; and i n case of defective material, cred­

i t shall not be passed un t i l adjustment has been received by Operator f r o m the manufacturers or their agents. 

5. Operator's Exclusively Owned Facilities 
The fo l lowing rates shall apply to service rendered to the joint account by facilities owned exclusively by Operator: 

A . Water, fue l , power, compressor and other auxiliary services at rates commensurate w i t h cost of providing and furnishing such service to the 

jo in t account but not exceeding rates current ly prevailing in the f ie ld where the joint property is located. 

— 3 — 



B. Automotive equipment at rates commensurate with cost of ownership and operation. Such rates should generally be in line with the schedule of 

rates adopted by the Petroleum Motor Transport Association, or some other recognized organization, as recommended uniform charges against 

joint account operations and revised from time to time. Automotive rates shall include cost of oil, gas, repairs, insurance, and other operating 

expense and depreciation; and charges shall be based on use in actual service on, or in connection with, the joint account operations. Truck 

and tractor rales may include wages and expenses of driver. 

C. A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator's ful ly owned machinery or equip­

ment which shall be ample to cover maintenance, repairs, depreciation, and the service furnished the joint property; provided that such charges 

shall not exceed those currently prevailing in the field where the joint property is located. Pulling units shall be charged at hourly rates com­

mensurate with the cost of ownership and operation, which shall include repairs and maintenance, operating supplies, insurance, depreciation, and 

taxes. Pulling unit rates may include wages and expenses of the operator. 

D. A fair rate shall be charged for laboratory services performed by Operator for the benefit of the joint account, such as gas, water, core, and any 

other analyses and tests; provided such charges shall not exceed those currently prevailing if performed by outside service laboratories. 

E. Whenever requested. Operator shall inform Non-Operator in advance of the rates it proposes to charge. 

F. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient. 

I V . D I S P O S A L O F L E A S E E Q U I P M E N T A N D M A T E R I A L 

The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand material. The disposition of major 

items of surplus material, such as derricks, tanks, engines, pumping units, and tubular goods, shall be subject to mutual determination by the parties 

hereto; provided Operator shall have the right to dispose of normal accumulations of junk and scrap material either by transfer or sale from the 

joint property. 

1. Material Purchased by the Operator or Non-Operator 
Material purchased by either the Operator or Non-Operator shall be credited by the Operator to the joint account for the month in which the 

materia] is removed by the purchaser. 

2. Division in Kind 
Division of material in kind, if made between Operator and Non-Operator, shall be in proportion to their respective interests in such material. Each 

party will thereupon be charged individually with the value of the material received or receivable by each party, and corresponding credits will be 

made by the Operator to the joint account. Such credits shall appear in the monthly statement of operations. 

3. Sales to Outsiders 
Sales to outsiders of material from the joint property shall be credited by Operator to the joint account at the net amount collected by Operator 

from vendee. Any claims by vendee for defective material or otherwise shall be charged back to the joint account if and when paid by Operator. 

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 

Material purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall be 
valued on the following basis: 

1. New Price Defined 
New price as used in the following paragraphs shall have the same meaning and application as that used above in Section I I I , "Basis of Charges to 

Joint Account." 

2. New Material 
New material (Condition " A " ) , being new material procured for the joint account but never used thereon, at one hundred per cent (100%) of cur­

rent new price (plus sales tax i f any). ' 

3. Good Used Material 
Good used material (Condition " B " ) , being used material in sound and serviceable condition, suitable for reuse without reconditioning: 

A. At seventy-five per cent (75%) of current new price i f material was charged to joint account as new, or 

B. At sixty-five per cent (6S%) of current new price i f material was originally charged to the joint property as secondhand at seventy-five per 

cent (75%) of new price. 

4. Other Used Material 
Used material (Condition "C" ) , at f i f t y per cent ( !0%) of current new price, being used material which: ' 

A. After reconditioning wil l be further serviceable for original function as good secondhand material (Condition " B " ) , or 

B. Is serviceable for original function but substantially not suitable for reconditioning. 

5. Bad-Order Material 
Material and equipment (Condition " D " ) , which is no longer usable for its original purpose without excessive repair cost but is further usable for 

some other purpose, shall be priced on a basis comparable with that of items normally used for that purpose, 

6. Junk 
Junk (Condition "E") , being obsolete and scrap material, at prevailing prices. 

7. Temporarily Used Material 
When the use of material is temporary and its service to the joint account does not justify the reduction in price as provided in Paragraph 3 B, 
above, such material shall be priced on a basis that will leave a net charge to the joint account consistent with the value of the service rendered. 

VI. INVENTORIES 

1. Periodic Inventories, Notice and Representation 
At reasonable intervals, inventories shall be taken by Operator of the joint account material, which shall include all such material as is ordinarily 

considered controllable by operators of oil and gas properties. 

Written notice of intention to take inventory shall be given by Operator at least thirty (3 0) days before any inventory is to begin so that Non-

Operator may be represented when any inventory is taken. 

Failure of Non-Operator to be represented at an inventory shall bind Non-Operator to accept the inventory taken by Operator, who shall in that 

event furnish Non-Operator with a copy thereof. 

2. Reconciliation and Adjustment of Inventories 
Reconciliation of inventory with charges to the joint account shall be made by each party at interest, and a list of overages and shortages shall be 

jointly determined by Operator and Non-Operator. 

Inventory adjustments shall be made by Operator with the joint account for overages and shortages, but Operator shall be held accountable to Non-

Operator only for shortages due to lack of reasonable diligence. 

3. Special Inventories 
Special inventories rpay be taken, at the expense of the purchaser, whenever there is any sale or change of interest in the joint property; and it shall 

be the duty of the party selling to notify all other parties hereto as quickly as possible after the transfer of interest takes place. In such cases, both 

the seller and the purchaser shall be represented and shall be governed by the inventory so taken. 



EXHIBIT "D" 

Attached to and made a part of that certain agreement 
en t i t l e d Unit Operating Agreement, Mescalero Unit Area, 
Lea County, New Mexico, dated the 1st day of June, I960. 

INITIAL TEST WELL 

LOCATION Section 6, Township 19 South, Range 34 East, 
N.M.P.M. 

DRILLING OPERATIONS To be conducted by Unit Operator. 

TEST WELL Unit Operator agrees to commence or cause 
to be commenced within 6 months from the 
date of approval of the Unit Agreement 
the test well required by Section 9 of 
said Unit Agreement. 

The cost of d r i l l i n g , completing, testing 
and equipping said well or plugging and 
abandoning same, as the case may be, shall 
be paid by a l l the parties hereto i n the 
proportion that t h e i r respective committed 
working interest acreage holdings i n the 
Unit Area bear to the t o t a l committed 
working interest acreage holdings i n the 
Unit Area owned by a l l the parties hereto; 
provided that such apportionment shall be 
subject to any existing agreements between 
two or more of the parties hereto specify­
ing, as between the parties to such exist­
ing agreements, a d i f f e r e n t basis for 
payment of costs or the earning of addi­
t i o n a l interests by d r i l l i n g , deepening or 
contributing to the d r i l l i n g or deepening 
of the i n i t i a l test well. 
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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 

OF THE MESCALERO UNIT AREA 
COUNTY OF LEA 

STATE OF NEW MEXICO 

NO, 

1 THIS AGREEMENT, entered into as of the 1st day of June, I960, by and 1 

2 between the parties subscribing, r a t i f y i n g or consenting hereto, and herein 2 

3 referred to as the "parties hereto," 3 

4 W I T N E S S E T H : 4 

5 WHEREAS, the parties hereto are the owners of working, royalty or 5 

6 other o i l and gas interests i n the unit area subject to thi s agreement, and 6 

7 WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, 7 

8 as amended, 30 U.S.C. Sec. 181 et seq., authorizes Federal lessees and their 8 

9 representatives to unite with each other, or j o i n t l y or separately with others, 9 

10 i n co l l e c t i v e l y adopting and operating a cooperative or unit plan of develop- 10 

11 ment or operation of any o i l or gas pool, f i e l d , or l i k e area, or any part there- 11 

12 of, for the purpose of more properly conserving the natural resources thereof 12 

.13 whenever determined and c e r t i f i e d by the Secretary of the I n t e r i o r to be necessary 13 

14 or advisable i n the public interest; and 14 

15 WHEREAS, the Commissioner of Public Lands of the State of New Mexico 15 

16 i s authorized by an act of the Legislature (Chapter 88, Laws 1943) to consent 16 

17 to and approve the development or operation of lands of the State of New Mexico 17 

18 under t h i s agreement; and 18 

19 WHEREAS, the Oil Conservation Commission of the State of New Mexico 19 

20 i s authorized by an act of the Legislature (Chapter 72, Laws 1935, as amended 20 

21 by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and Chapter 168, Laws 21 

22 of 1949) to approve t h i s agreement and the conservation provisions hereof; and 22 

23 WHEREAS, the parties hereto hold s u f f i c i e n t interests i n the Mescalero 23 

24 Unit Area covering the land hereinafter described to give reasonably effective 24 

25 control of operations therein; and 25 

26 WHEREAS, i t Is the purpose of the parties hereto to conserve natural 26 

27 resources, prevent waste, and secure other benefits obtainable through develop- 27 

28 ment and operation of the area subject to thi s agreement under the terms, con- 28 

29 ditions, and lim i t a t i o n s herein set f o r t h ; 29 



1 NOW, THEREFORE, in consideration of the premises and the promises herein 1 

2 contained, the parties hereto commit to this agreement their respective interests 2 

3 in the below-defined unit area, and agree severally among themselves as follows: 3 

4 1. ENABLING ACT AND REGULATIONS. 4 

5 The Mineral Leasing Act of February 25, 1920, as amended, supra, and 5 

6 a l l valid pertinent regulations, including operating and unit plan regulations, 6 

7 heretofore issued thereunder or valid pertinent and reasonable regulations here- 7 

8 after issued thereunder are accepted and made a part of this agreement as to 8 

9 Federal lands, provided such regulations are not inconsistent with the terms of 9 

10 this agreement; and as to non-Federal lands, the o i l and gas operating regulations 10 

11 in effect as of the effective date hereof governing d r i l l i n g and producing opera- u 

12 tions, not inconsistent with the terms hereof or the laws of New Mexico are hereby 12 

13 accepted and made a part of this agreement. 13 

14 2. UNIT AREA. 14 

15 The area specified on the map attached hereto marked Exhibit "A" is 15 

16 hereby designated and recognized as constituting the unit area, containing 4,988.55 16 

17 acres, more or less. 17 

18 Exhibit "A" shows, in addition to the boundary of the unit area, the 18 

19 boundaries and identity of tracts and leases in said area to the extent known to 19 

20 the Unit Operator. Exhibit "B" attached hereto is a schedule showing to the ex- 20 

21 tent known to the Unit Operator the acreage, percentage, and kind of ownership of 21 

22 o i l and gas interests in a l l land in the unit area. However, nothing herein or 22 

23 in said schedule or map shall be construed as a representation by any party here- 23 

24 to as to the ownership of any interest other than such interest or interests as 24 

25 are shown in said map or schedule as owned by such party. Exhibits "A" and "B" 25 

26 shall be revised by the Unit Operator whenever changes in the unit area render 26 

27 such revision necessary, or when requested by the Oil and Gas Supervisor, herein- 27 

28 after referred to as "Supervisor," or when requested by the Commissioner of 28 

29 Public Lands of the State of New Mexico, hereinafter referred to as "Commissioner," 29 

30 and not less than six copies of the revised exhibits shall be fi l e d with the 30 

31 Supervisor and copies thereof shall be f i l e d with the Commissioner and the New 31 

32 Mexico Oil Conservation Commission, hereinafter referred to as the "Commission." 32 

33 The above-described unit area shall when practicable be expanded to 33 

34 include therein any additional tract or tracts regarded as reasonably necessary 34 
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1 or advisable for the purposes of th i s agreement, or shall be contracted to ex- 1 

2 elude lands not within any pa r t i c i p a t i n g area whenever such expansion or contrac- 2 

3 t i o n i s necessary or advisable to conform with the purposes of t h i s agreement. 3 

4 Such expansion or contraction shall be effected i n the following manner: 4 

5 (a) Unit Operator, on i t s own motion or on demand of the Director of 5 

6 the Geological Survey, hereinafter referred to as "Director," or on demand of 6 

7 the Commissioner, after preliminary concurrence of the Director, shall prepare 7 

8 a notice of proposed expansion or contraction describing the contemplated changes 8 

9 i n the boundaries of the unit area, the reasons therefor, and the proposed effec- 9 

10 ti v e date thereof, preferably the f i r s t day of a month subsequent to the date of 10 

11 notice. 11 

12 (b) Said notice shall be delivered to the Commission, the Commissioner, 12 

13 and the Supervisor, and copies thereof mailed to the la s t known address of each 13 

14 working interest owner, lessee, and lessor whose interests are affected, advis- 14 

15 ing that t h i r t y days w i l l be allowed for submission to the Unit Operator of any 15 

16 objections. 16 

17 (c) Upon expiration of the 30-day period provided i n the preceding 17 

18 item (b) hereof, Unit Operator shall f i l e with the Commission, the Commissioner, 18 

19 and the Supervisor evidence of mailing of the notice of expansion or contraction 19 

20 and a copy of any objections thereto which have been f i l e d with the Unit Opera- 20 

21 tor, together with an application i n s u f f i c i e n t number, for approval of such 21 

22 expansion or contraction, and with appropriate joinders. 22 

23 (d) After due consideration of a l l pertinent information, the expan- 23 

24 sion or contraction shall, upon approval by the Commission, the Commissioner, and 24 

25 the Director, become effective as of the date prescribed i n the notice thereof. 25 

26 (e) A l l legal subdivisions of unitized lands ( i . e . , 40 acres by Gov- 26 

27 ernment survey or i t s nearest l o t or tr a c t equivalent i n instances of irregular 27 

28 surveys, however, unusually large l o t s or tracts shall be considered i n multiples 28 

29 of 40 acres, or the nearest aliquot equivalent thereof, for the purpose of elimin- 29 

30 ation under t h i s subsection), no parts of which are e n t i t l e d to be i n a p a r t i c i - 30 

31 pating area within f i v e years after the f i r s t day of the month following the 31 

32 effective date of the f i r s t i n i t i a l p a r t i c i p a t i n g area established under t h i s 32 

33 unit agreement, shall be eliminated automatically from t h i s agreement, effective 33 

34 as of the f i r s t day thereafter, and such lands shall no longer be a part of the 34 
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1 unit area and shall no longer be subject to this agreement, unless at the ex- 1 

2 piration of said 5-year period diligent d r i l l i n g operations are i n progress on 2 

3 unitized lands not entitled to participation, i n which event a l l such lands shall 3 

4 remain subject hereto for so long as such d r i l l i n g operations are continued d i l i - 4 

5 gently, with not more than 90 days' time elapsing between the completion of one 5 

6 such well and the commencement of the next such well, except that the time allowed 6 

7 between such wells shall not expire earlier than 30 days after the expiration of 7 

8 any period of time during which d r i l l i n g operations are prevented by a matter 8 

9 beyond the reasonable control of Unit Operator as set forth in the section here- 9 

10 of entitled "Unavoidable Delay"; provided that a l l legal subdivisons of land not 10 

11 in a participating area and not entitled to become participating under the ap- 11 

12 plicable provisions of this agreement within 10 years after said f i r s t day of 12 

13 the month following the effective date of said f i r s t i n i t i a l participating area 13 

14 shall be eliminated as above specified. Determination of creditable "Unavoid- 14 

15 able Delay" time shall be made by Unit Operator and subject to approval of the 15 

16 Commissioner and the Director. The Unit Operator shall, within 90 days after 16 

17 the effective date of any elimination hereunder, describe the area so eliminated 17 

18 to the satisfaction of the Commissioner and the Director and promptly notify a l l 18 

19 parties in interest. 19 

20 I f conditions warrant extension of the 10-year period specified in 20 

21 this subsection 2(e), a single extension of not to exceed 2 years may be accom- 21 

22 plished by consent of the owners of 90$ of the current unitized working interests 22 

23 and 60$ of the current unitized basic royalty interests (exclusive of the basic 23 

24 royalty interests of the United States), on a total-nonparticipating-acreage 24 

25 basis, respectively, with approval of the Commissioner and the Director, pro- 25 

26 vided such extension application is submitted to the Commissioner and the 26 

27 Director not later than 60 days prior to the expiration of said 10-year period. 27 

28 Any expansion of the unit area pursuant to this section which embraces 28 

29 lands theretofore eliminated pursuant to this subsection 2(e) shall not be con- 29 

30 sidered automatic commitment or recommitment of such lands. 30 

31 3. UNITIZED LAND AND UNITIZED SUBSTANCES. 31 

32 A l l land committed to this agreement shall constitute land referred to 32 

33 herein as "unitized land" or "land subject to this agreement." A l l o i l and gas 33 

34 in any and a l l formations of the unitized land are unitized under the terms of 34 
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1 this agreement and herein are called "unitized substances." 1 

2 4- UNIT OPERATOR. 2 

3 Drill i n g and Exploration Company, Inc., with offices at Dallas, Texas, 3 

4 is hereby designated as Unit Operator and by signature hereto as Unit Operator 4 

5 agrees and consents to accept the duties and obligations of Unit Operator for 5 

6 the discovery, development, and production of unitized substances as herein 6 

7 provided. Whenever reference is made herein to the Unit Operator, such reference 7 

8 means the Unit Operator acting in that capacity and not as an owner of interest 8 

9 in unitized substances, and the term "working interest owner" when used herein 9 

10 shall include or refer to Unit Operator as the owner of a working interest when 10 

11 such an interest is owned by i t . 11 

12 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. 12 

13 Unit Operator shall have the right to resign at any time prior to the 13 

14 establishment of a participating area or areas hereunder, but such resignation 14 

15 shall not become effective so as to release Unit Operator from the duties and 15 

16 obligations of Unit Operator and terminate Unit Operator's rights as such for 16 

17 a period of six months after notice of intention to resign has been served by 17 

18 Unit Operator on a l l working interest owners and the Commission, the Commissioner, 18 

19 and the Director, and u n t i l a l l wells then drilled hereunder are placed in a 19 

20 satisfactory condition for suspension or abandonment whichever is required by 20 

21 the Supervisor as to Federal lands and by the Commission as to other lands, un- 21 

22 less a new Unit Operator shall have been selected and approved and shall have 22 

23 taken over and assumed the duties and obligations of Unit Operator prior to the 23 

24 expiration of said period. 24 

25 Unit Operator shall have the right to resign in like manner and sub- 25 

26 ject to like limitations as above provided at any time a participating area 26 

27 established hereunder is in existence, provided, that such resignation shall 27 

28 not release Unit Operator from any l i a b i l i t y for any default by i t hereunder 28 

29 occurring prior to the effective date of i t s resignation. 29 

30 The Unit Operator may, upon default or failure in the performance of 30 

31 i t s duties or obligations hereunder, be subject to removal by the same percent- 31 

32 age vote of the owners of working interests determined in like manner as herein 32 

33 provided for the selection of a new Unit Operator. Such removal shall be effec- 33 

34 tive upon notice thereof to the Commissioner and the Director. 34 
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1 At any time for any reason whatsoever there i s no Unit Operator, u n t i l 1 

2 a successor Unit Operator i s selected and approved as hereinafter provided, the 2 

3 working interest owners shall be j o i n t l y responsible for performance of the 3 

4 duties of Unit Operator, and shall not l a t e r than t h i r t y days before such resig- 4 

5 nation or removal becomes effective appoint a common agent to represent them i n 5 

6 any action to be taken hereunder. 6 

7 The resignation or removal of Unit Operator under t h i s agreement shall 7 

8 not terminate i t s r i g h t , t i t l e , or interest as the owner of a working interest 8 

9 or other interest i n unitized substances, but upon the resignation or removal of 9 

10 Unit Operator becoming effective, such Unit Operator shall deliver possession of 10 

11 a l l equipment, materials, and appurtenances used i n conducting the unit operations 11 

12 and owned by the working interest owners to the new duly qualified successor Unit 12 

13 Operator or to the owners thereof i f no such new Unit Operator i s elected, to be 13 

14 used for the purpose of conducting u n i t operations hereunder. Nothing herein 14 

15 shall be construed as authorizing removal of any material, equipment and appurten- 15 

16 ances needed for the preservation of any wells. 16 

17 6. SUCCESSOR UNIT OPERATOR. 17 

±8 Whenever the Unit Operator shall tender his or i t s resignation as Unit 18 

19 Operator or shall be removed as hereinabove provided, the owners of the working 19 

20 interests i n the par t i c i p a t i n g area or areas according to t h e i r respective acre- 20 

21 age interests i n such parti c i p a t i n g area or areas, or u n t i l a participating area 21 

22 shall have been established, the owners of the working interests according to 22 

23 their respective acreage interests i n a l l unitized land, shall by majority vote 23 

24 select a successor Unit Operator; Provided, That, i f a majority but not less 24 

25 than seventy-five percent of the working interests qualified to vote are owned by 25 

26 one party to t h i s agreement, a concurring vote of one or more additional working 26 

27 interest owners shall be required to select a new operator. Such selection shall 27 

28 not become effective u n t i l (a) a Unit Operator so selected shall accept i n w r i t - 28 

29 ing the duties and responsibilities of Unit Operator, and (b) the selection shall 29 

30 have been approved by the Commissioner and the Director. I f no successor Unit 30 

31 Operator i s selected and qualified as herein provided, the Commissioner and the 31 

32 Director at t h e i r election may declare t h i s unit agreement terminated. 32 

33 7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 33 

34 Costs and expenses incurred by Unit Operator i n conducting unit operations 34 
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1 hereunder shall be paid and apportioned among and borne by the owners of working 1 

2 interests, a l l i n accordance with the agreement or agreements entered into by 2 

3 and between the Unit Operator and the owners of working interests, whether one or 3 

4 more, separately or collectively. Any agreement or agreements, entered into be- 4 

5 tween the working interest owners and the Unit Operator as provided in this 5 

6 section, whether one or more, are herein referred to as the "unit operating agree- 6 

7 ment." Such unit operating agreement shall also provide the manner in which the 7 

8 working interest owners shall be entitled to receive their respective proportion- 8 

9 ate and allocated share of the benefits accruing hereto in conformity with their 9 

10 underlying operating agreements, leases, or other independent contracts, and such 10 

11 other rights and obligations as between Unit Operator and the working interest 11 

12 owners as may be agreed upon by Unit Operator and the working interest owners; 12 

13 however, no such unit operating agreement shall be deemed either to modify any 13 

14 of the terms and conditions of this unit agreement or to relieve the Unit Operator 14 

15 of any right or obligation established under this unit agreement, and in case of 15 

16 any inconsistency or conflict between the unit agreement and the unit operating 16 

17 agreement, this unit agreement shall prevail. Three true copies of any unit 17 

18 operating agreement executed pursuant to this section should be f i l e d with the 18 

19 Supervisor prior to approval of this unit agreement by the Director. 19 

20 Notwithstanding any provision contained herein to the contrary, each 20 

21 working interest owner shall have the right to take such owner's proportionate 21 

22 share of the unitized substances in kind or to personally sell or dispose of the 22 

23 same, and nothing herein contained shall be construed as giving or granting to 23 

24 the Unit Operator the right to sell or otherwise dispose of the proportionate 24 

25 share of any working interest owner without specific authorization from time to 25 

26 time so to do. 26 

27 8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. 27 

28 Except as otherwise specifically provided herein, the exclusive right, 28 

29 privilege, and duty of exercising any and a l l rights of the parties hereto which 29 

30 are necessary or convenient for prospecting for, producing, storing, allocating, 30 

31 and distributing the unitized substances are hereby delegated to and shall be 31 

32 exercised by the Unit Operator as herein provided. Acceptable evidence of t i t l e 32 

33 to said rights shall be deposited with said Unit Operator, and together with 33 

34 this agreement, shall constitute and define the rights, privileges, and obligations 34 
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1 of Unit Operator. Nothing herein, however, shall be construed to transfer t i t l e 1 

2 to any land or to any lease or operating agreement, i t being understood that 2 

3 under this agreement the Unit Operator, in i t s capacity as Unit Operator, shall 3 

4 exercise the rights of possession and use vested in the parties hereto only for 4 

5 the purposes herein specified. 5 

6 9. DRILLING TO DISCOVERY. 6 

7 Within six months after the effective date hereof, the Unit Operator 7 

8 shall begin to drill an adequate test well at a location approved by the Super- 8 

9 visor i f on Federal land or the Commission i f on State land, unless on such 9 

10 effective date a well is being drille d conformably with the terms hereof, and 10 

11 thereafter continue such d r i l l i n g diligently u n t i l the Devonian formations have n 

12 been tested or u n t i l at a lesser depth unitized substances shall be discovered 12 

13 which can be produced i n paying quantities (to-wit: quantities sufficient to re- 13 

14 pay the costs of d r i l l i n g , and producing operations, with a reasonable p r o f i t ) or 14 

15 the Unit Operator shall at any time establish to the satisfaction of the Super- 15 

16 visor i f on Federal land or the Commissioner i f on State land that further d r i l l - 16 

17 ing of said well would be unwarranted or impracticable, provided, however, that 17 

18 Unit Operator shall not in any event be required to d r i l l said well to a depth in 18 

19 excess of 15,000 feet. Until discovery of a deposit of unitized substances cap- 19 

20 able of being produced in paying quantities, the Unit Operator shall continue 20 

21 d r i l l i n g diligently one well at a time, allowing not more than six months between 21 

22 the completion of one well and the beginning of the next well, u n t i l a well cap- 22 

23 able of producing unitized substances in paying quantities is completed to the 23 

24 satisfaction of said Supervisor, or u n t i l i t is reasonably proved that the 24 

25 unitized land is incapable of producing unitized substances i n paying quantities 25 

26 in the formations drilled hereunder. Nothing in this section shall be deemed to 26 

27 l i m i t the right of the Unit Operator to resign as provided in Section 5 hereof, 27 

28 or as requiring Unit Operator to commence or continue any d r i l l i n g during the 28 

29 period pending such resignation becoming effective in order to comply with the 29 

30 requirements of this section. The Commissioner and the Director may modify the 30 

31 d r i l l i n g requirements of this section by granting reasonable extensions of time 31 

32 when, in their opinion, such action is warranted. 32 

33 Upon failure to comply with the d r i l l i n g provisions of this section, 33 

34 the Commissioner and the Director may, after reasonable notice to the Unit 34 
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1 Operator, and each working interest owner, lessee, and lessor at their last known i 

2 addresses, declare this unit agreement terminated. 2 

3 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. 3 

4 Within six months after completion of a well capable of producing uni- 4 

5 tized substances in paying quantities, the Unit Operator shall submit for the 5 

6 approval of the Commissioner and the Supervisor an acceptable plan of development 6 

7 and operation for the unitized land which, when approved by the Commissioner and 7 

8 the Supervisor, shall constitute the further d r i l l i n g and operating obligations 8 

9 of the Unit Operator under this agreement for the period specified therein. From 9 

10 time to time before the expiration of any existing plan, the Unit Operator shall 10 

11 submit for the approval of the Commissioner and the Supervisor a plan for an 11 

12 additional specified period for the development and operation of the unitized land. 12 

13 Any plan submitted pursuant to this section shall provide for the exploration of 13 

14 the unitized area and for the diligent d r i l l i n g necessary for determination of the 14 

15 area or areas thereof capable of producing unitized substances in paying quantities 15 

16 in each and every productive formation and shall be as complete and adequate as 16 

17 the Commissioner and the Supervisor may determine to be necessary for timely devel- 17 

18 opment and proper conservation of the o i l and gas resources of the unitized area 18 

19 and shall (a) specify the number and locations of any wells to be drilled and the 19 

20 proposed order and time for such d r i l l i n g ; and (b) to the extent practicable 20 

21 specify the operating practices regarded as necessary and advisable for proper 21 

22 conservation of natural resources. Separate plans may be submitted for separate 22 

23 productive zones, subject to the approval of the Commissioner and the Supervisor. 23 

24 Said plan or plans shall be modified or supplemented when necessary to meet 24 

25 changed conditions or to protect the interests of a l l parties to this agreement. 25 

26 Reasonable diligence shall be exercised i n complying with the obligations of the 26 

27 approved plan of development. The Commissioner and the Supervisor are authorized 27 

28 to grant a reasonable extension of the six-month period herein prescribed for 28 

29 submission of an i n i t i a l plan of development where such action is justified be- 29 

30 cause of unusual conditions or circumstances. After completion hereunder of a 30 

31 well capable of producing any unitized substance i n paying quantities, no further 31 

32 wells, except such as may be necessary to afford protection against operations 32 

33 not under this agreement or such as may be specifically approved by the Commis- 33 

34 sioner and the Supervisor, shall be drilled except in accordance with a plan 34 
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1 of development approved as herein provided. 1 

2 11. PARTICIPATION AFTER DISCOVERY. 2 

3 Upon completion of a well capable of producing unitized substances i n 3 

4 paying quantities or as soon thereafter as required by the Commissioner or the 4 

5 Supervisor, the Unit Operator shall submit for approval by the Commissioner and 5 

6 the Director a schedule, based on subdivisions of the public-land survey or 6 

7 aliquot parts thereof, of a l l unitized land then regarded as reasonably proved 7 

8 to be productive of unitized substances i n paying quantities; a l l lands in said 8 

9 schedule on approval of the Commissioner and the Director to constitute a par- 9 

10 ticipating area, effective as of the date of completion of the well, or the 10 

11 effective date of this unit agreement, whichever is later. Said schedule also 11 

12 shall set forth the percentage of unitized substances to be allocated as herein 12 

13 provided to each unitized tract in the participating area so established, and 13 

14 shall govern the allocation of production from and after the date the participating 14 

15 area becomes effective. A separate participating area shall be established i n 15 

16 like manner for each separate pool or deposit of unitized substances or for any 16 

17 group thereof produced as a single pool or zone, and any two or more participating 17 

18 areas so established may be combined into one with the consent of the owners of 18 

19 a l l working interests in the lands within the participating areas so to be combined, 19 

20 on approval of the Commissioner and the Director. The participating area or 20 

21 areas so established shall be revised from time to time, subject to like approval, 21 

22 whenever such action appears proper as a result of further d r i l l i n g operations 22 

23 or otherwise, to include additional land then regarded as reasonably proved to 23 

24 be productive in paying quantities, or to exclude land then regarded as rea- 24 

25 sonably proved not to be productive in paying quantities and the percentage of 25 

26 allocation shall also be revised accordingly. The effective date of any revision 26 

27 shall be the f i r s t of the month in which is obtained the knowledge or information 27 

28 on which such revision is predicated, provided, however, that a more appropriate 28 

29 effective date may be used i f justified by the Unit Operator and approved by the 29 

30 Commissioner and the Director. No land shall be excluded from a participating 30 

31 area on account of depletion of the unitized substances. 31 

32 I t is the intent of this section that a participating area shall 32 

33 represent the area known or reasonably estimated to be productive in paying quan- 33 

34 t i t i e s ; but, regardless of any revision of the participating area, nothing herein 34 
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1 contained shall be construed as requiring any retroactive adjustment for pro- 1 

2 duction obtained p r i o r to the effective date of the revision of the part i c i p a t i n g 2 

3 area. 3 

4 In the absence of agreement at any time between the Unit Operator, the 4 

5 Commissioner, and the Director as to the proper d e f i n i t i o n and r e d e f i n i t i o n of a 5 

6 part i c i p a t i n g area, or u n t i l a par t i c i p a t i n g area has, or areas have, been estab- 6 

7 lished as provided herein, the portion of a l l payments affected thereby may be 7 

8 impounded i n a manner mutually acceptable to the owners of working interests, 8 

9 except royalties due the United States and the State of New Mexico, which shall 9 

10 be determined by the Supervisor and the Commissioner and the amount thereof de- 10 

11 posited as directed by the Supervisor, and the Commissioner, respectively, to be 11 

12 held as unearned money u n t i l a par t i c i p a t i n g area i s f i n a l l y approved and then 12 

13 applied as earned or returned i n accordance with a determination of the sum due 13 

14 as Federal and State royalty on the basis of such approved part i c i p a t i n g area. 14 

15 Whenever i t i s determined, subject to the approval of the Supervisor 15 

16 as to wells on Federal land, the Commissioner as to wells on State land, that a 16 

17 well d r i l l e d under t h i s agreement i s not capable of production i n paying quan- 17 

18 t i t i e s and inclusion of the land on which i t i s situated i n a parti c i p a t i n g area 18 

19 i s unwarranted, production from such well, for the purposes of settlement among 19 

20 a l l parties other than working interest owners, shall be allocated to the land 20 

21 on which the well i s located so long as such land i s not within a participating 21 

22 area established for the pool or deposit from which such production i s obtained. 22 

23 Settlement for working interest benefits from such a well shall be made as pro- 23 

24 vided i n the unit operating agreement. 24 

25 12. ALLOCATION OF PRODUCTION. 25 

26 A l l unitized substances produced from each participating area estab- 26 

27 lished under t h i s agreement, except any part thereof used i n conformity with 27 

28 good operating practices within the unitized area for d r i l l i n g , operating, camp 28 

29 and other production or development purposes, for repressuring or recycling i n 29 

30 accordance with a plan of development approved by the Commissioner and the Super- 30 

31 visor, or unavoidably l o s t , shall be deemed to be produced equally on the acreage 31 

32 basis from the several tracts of unitized land of the part i c i p a t i n g area estab- 32 

33 lished for such production and, for the purpose of determining any benefits 33 

34 accruing under t h i s agreement, each such t r a c t of unitized land shall have 34 

Mescalero Unit Agreement - Page 11 



1 allocated to i t such percentage of said production as the number of acres of such 1 

2 tract included in said participating area bears to the total acres of unitized 2 

3 land in said participating area, except that allocation of production hereunder 3 

4 for purposes other than for settlement of the royalty, overriding royalty and 4 

5 payments out of production, shall be on the basis prescribed in the unit oper- 5 

6 ating agreement whether in conformity with the basis of allocation herein set 6 

7 forth or otherwise. I t is hereby agreed that production of unitized substances 7 

8 from a participating area shall be allocated as provided herein regardless of 8 

9 whether any wells are drilled on any particular part or tract of said partic- 9 

10 ipating area. I f any gas produced from one participating area is used for re- 10 

11 pressuring or recycling purposes in another participating area, the f i r s t gas 11 

12 withdrawn from such last mentioned participating area for sale during the l i f e 12 

13 of this agreement shall be considered to be the gas so transferred u n t i l an 13 

14 amount equal to that transferred shall be so produced for sale and such gas 14 

15 shall be allocated to the participating area from which i n i t i a l l y produced as 15 

16 constituted at the time of such f i n a l production. 16 

17 13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS AND 17 

18 DRILLING OF WELLS NOT MUTUALLY AGREED UPON. 18 

19 Any party or parties hereto owning or controlling the working interests 19 

20 or a majority of the working interests in any unitized land having thereon a 20 

21 regular well location may, with the approval of the Supervisor as to Federal land, 21 

22 or the Commission as to State land, at such party's sole risk, cost and expense, 22 

23 d r i l l a well to test any formation for which a participating area has not been 23 

24 established or to test any formation for which a participating area has been 24 

25 established i f such location is not within said participating area, or d r i l l any 25 

26 well not mutually agreed to by a l l interested parties, unless within ninety days 26 

27 of receipt of notice from said party of his intention to d r i l l the well the Unit 27 

28 Operator elects and commences to d r i l l such well in like manner as other wells 28 

29 are drilled by the Unit Operator under this agreement. . 29 

30 I f any well drilled as aforesaid by a working interest owner results in 30 

31 production such that the land upon which i t is situated may properly be included 31 

32 in a participating area, such participating area shall be established or enlarged 32 

33 as provided in this agreement, and the party or parties paying the cost of d r i l l - 33 

34 ing such well shall be reimbursed as provided in the unit operating agreement for 34 
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1 the cost of d r i l l i n g such well, and the well shall thereafter be operated by Unit 1 

2 Operator i n accordance with the terms of t h i s agreement and the unit operating 2 

3 agreement. 3 

4 I f any well d r i l l e d as aforesaid by a working interest owner obtains 4 

5 production i n quantities i n s u f f i c i e n t to j u s t i f y the inclusion i n a participating 5 

6 area of the land upon which such well i s situated, such well may be operated and 6 

7 produced by the party d r i l l i n g the same subject to the conservation requirements 7 

8 of t h i s agreement. The royalties i n amount or value of production from any such 8 

9 well shall be paid as specified i n the underlying lease and agreements affected. 9 

10 14. ROYALTY SETTLEMENT. 10 

11 The United States and the State of New Mexico and a l l royalty owners 11 

12 v/ho, under existing contracts, are e n t i t l e d to take i n kind a share of the sub- 12 

13 stances now unitized hereunder produced from any t r a c t , shall hereafter be en- 13 

14 t i t l e d to the r i g h t to take i n kind their share of the unitized substances a l - 14 

15 located to such t r a c t , and Unit Operator, or i n case of the operation of a well 15 

16 by a working interest owner as herein i n special cases provided for, such working 16 

17 interest owner, shall make deliveries of such royalty share taken i n kind i n 17 

18 conformity with the applicable contracts, laws, and regulations. Settlement for 18 

19 royalty interest not taken i n kind shall be made by working interest owners 19 

20 responsible therefor under existing contracts, laws, and regulations, on or before 20 

21 the l a s t day of each month for unitized substances produced during the preceding 21 

22 calendar month; provided, however, that nothing herein contained shall operate 22 

23 to relieve the lessees of any land from t h e i r respective lease obligations for 23 

24 the payment of any royalties due under their leases. 24 

25 I f gas obtained from lands not subject to thi s agreement i s introduced 25 

26 into any parti c i p a t i n g area of the lands being operated hereunder, for use i n 26 

27 repressuring, stimulation of production, or increasing ultimate recovery, which 27 

28 shall be i n conformity with a plan f i r s t approved by the Commission, the Commis- 28 

29 sioner, and the Supervisor, a l i k e amount of gas, after settlement as herein 29 

30 provided for any gas transferred from any other participating area and with due 30 

31 allowance for loss or depletion from any cause, may be withdrawn from the forma- 31 

32 t i o n into which the gas was introduced, royalty free as to dry gas, but not as to 32 

33 "the products extracted therefrom; provided that such withdrawal shall be at such 33 

34 time as may be provided i n the plan of operations or as may otherwise be consented 34 
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1 to by the Commissioner and the Supervisor, as conforming to good petroleum engi- 1 

2 neering practice, and provided further, that such r i g h t of withdrawal shall 2 

3 terminate on the termination of t h i s agreement. 3 

4 Royalty due the United States shall be computed as provided i n the 4 

5 operating regulations and paid i n value or delivered i n kind as to a l l unitized 5 

6 substances on the basis of the amounts thereof allocated to unitized Federal land 6 

7 as provided herein at the rates specified i n the respective Federal leases, or at 7 

8 such lower rate or rates as may be authorized by law or regulation; provided, that 8 

9 for leases on which the royalty rate depends on the dai l y average production per 9 

10 well, said average production shall be determined i n accordance with the operating 10 

11 regulations as though each pa r t i c i p a t i n g area were a single consolidated lease. 11 

12 Royalty due on account of State lands shall be computed and paid on 12 

13 the basis of a l l unitized substances allocated to such lands. 13 

14 15. RENTAL SETTLEMENT, 14 

15 Rental or minimum royalties due on leases committed hereto shall be paid 15 

16 by working interest owners responsible therefor under existing contracts, laws, 16 

17 and regulations, provided that nothing herein contained shall operate to relieve 17 

18 the lessees of any land from t h e i r respective lease obligations for the payment 18 

19 of any rental or minimum royalty i n l i e u thereof due under their leases. Rental 19 

20 or minimum royalty for lands of the United States subject to thi s agreement shall 20 

21 be paid at the rate specified i n the respective leases from the United States 21 

22 unless such rental or minimum royalty i s waived, suspended, or reduced by law or 22 

23 by approval of the Secretary or his duly authorized representative. 23 

24 Rentals on State of New Mexico lands subject to thi s agreement shall 24 

25 be paid at the rates specified i n the respective leases. 25 

26 With respect to any lease on non-Federal land, i f and when committed 26 

27 to thi s agreement, containing provisions which would terminate such lease unless 27 

28 d r i l l i n g operations were within the time therein specified commenced upon the 28 

29 land covered thereby or rentals paid for the privilege of deferring such d r i l l - 29 

30 ing operations, the rentals required thereby shall, notwithstanding any other 30 

31 provision of t h i s agreement, be deemed to accrue and become payable during the 31 

32 term thereof as extended by t h i s agreement and u n t i l the required d r i l l i n g 32 

33 operations are commenced upon the land covered thereby or some portion of such 33 

34 land i s included within a parti c i p a t i n g area. 34 
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1 16. CONSERVATION. 1 

2 Operations hereunder and production of unitized substances shall be 2 

3 conducted to provide for the most economical and efficient recovery of said 3 

4 substances without waste, as defined by or pursuant to State or Federal law or 4 

5 regulation. 5 

6 17. DRAINAGE. 6 

7 The Unit Operator shall take appropriate and adequate measures to pre- 7 

8 vent drainage of unitized substances from unitized land by wells on land not sub- 8 

9 ject to this agreement, or with the consent of the Director or the Commissioner, 9 

10 respectively, pursuant to applicable regulations pay a fa i r and reasonable 10 

11 compensatory royalty as determined by the Supervisor with consent of the Com- 11 

12 missioner. 12 

13 18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. 13 

14 The terms, conditions, and provisions of a l l leases, subleases, and 14 

15 other contracts relating to exploration, d r i l l i n g , development, or operation for 15 

16 o i l and gas of lands committed to this agreement are hereby expressly modified 16 

17 and amended to the extent necessary to make the same conform to the provisions 17 

18 hereof, but otherwise to remain in f u l l force and effect; and the parties hereto 18 

19 hereby consent that the Secretary as to Federal leases and the Commissioner as 19 

20 to State leases shall and each by his approval hereof, or by the approval hereof 20 

21 by his duly authorized representative, does hereby establish, alter, change, or 21 

22 revoke the d r i l l i n g , producing, rental, minimum royalty, and royalty require- 22 

23 ments of Federal and State leases committed hereto and the regulations i n respect 23 

24 thereto to conform said requirements to the provisions of this agreement, and, 24 

25 without limiting the generality of the foregoing, a l l leases, subleases, and 25 

26 contracts are particularly modified i n accordance with the following: 26 

27 (a) The development and operation of lands subject to this agreement 27 

28 under the terms hereof shall be deemed f u l l performance of a l l obligations for 28 

29 development and operation with respect to each and every part or separately-owned 29 

30 tract subject to this agreement, regardless of whether there is any development 30 

31 of any particular part or tract of the unit area, notwithstanding anything to the 31 

32 contrary in any lease, operating agreement or other contract by and between the 32 

33 parties hereto, or their respective predecessors i n interest, or any of them. 33 

34 (b) Drilling and producing operations performed hereunder upon any 34 
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1 tract of unitized lands w i l l be accepted and deemed to be performed upon and for 1 

2 the benefit of each and every tract of unitized land, and no lease shall be 2 

3 deemed to expire by reason of failure to d r i l l or produce wells situated on the 3 

4 land therein embraced. 4 

5 (c) Suspension of d r i l l i n g or producing operations on a l l unitized 5 

6 lands pursuant to direction or consent of the Secretary and the Commissioner, 6 

7 or their duly authorized representatives, shall be deemed to constitute such 7 

8 suspension pursuant to such direction or consent as to each and every tract of 8 

9 unitized land. 9 

10 (d) Each lease, sublease or contract relating to the exploration, 10 

11 d r i l l i n g , development or operation for o i l or gas of lands other than those of 11 

12 the United States and the State of New Mexico, committed to this agreement, i f 12 

13 any, which, by i t s terms might expire prior to the termination of this agreement, 13 

14 is hereby extended beyond any such term so provided therein so that i t shall be 14 

15 continued in f u l l force and effect for and during the term of this agreement. 15 

16 (e) Any Federal lease for a fixed term of twenty years or any renewal 16 

17 thereof or any part of such lease which is made subject to this agreement shall 17 

18 continue in force beyond the term provided therein u n t i l the termination hereof. 18 

19 Any other Federal lease committed hereto shall continue in force beyond the term 19 

20 so provided therein or by law as to the committed land so long as such lease re- 20 

21 mains subject hereto, provided, that production is had i n paying quantities under 21 

22 this agreement prior to the expiration date of the term of such lease. 22 

23 ( f ) Each sublease or contract relating to the operation and develop- 23 

24 ment of unitized substances from lands of the United States committed to this 24 

25 agreement, which by i t s terms would expire prior to the time at which the under- 25 

26 lying lease, as extended by the immediately preceding paragraph, w i l l expire, is 26 

27 hereby extended beyond any such term so provided therein so that i t shall be con- 27 

28 tinued in f u l l force and effect for and during the term of the underlying lease 28 

29 as such term is herein extended. 29 

30 (g) The segregation of any Federal lease committed to this agreement 30 

31 is governed by the following provision i n the fourth paragraph of Sec. 17(b) of 31 

32 the Act of February 25, 1920, as amended by the Act of July 29, 1954, (68 Stat. 32 

33 583, 585): "Any (Federal) lease hereafter committed to any such (unit) plan em- 33 

34 bracing lands that are in part within and in part outside of the area covered by 34 
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1 any such plan shall he segregated into separate leases as to the lands committed 1 

2 and the lands not committed as of the effective date of unitization; provided, 2 

3 however, that any such lease as to the nonunitized portion shall continue in force 3 

4 and effect for the term thereof but for not less than two years from the date of 4 

5 such segregation and so long thereafter as o i l or gas is produced i n paying quan- 5 

6 t i t l e s . " 6 

7 (h) Any lease embracing lands of the State of New Mexico having only 7 

8 a portion of i t s lands committed hereto shall be segregated as to the portion com- 8 

9 mitted and as to the portion not committed and the terms of such leases shall 9 

10 apply separately as to such segregated portions commencing as of the effective 10 

11 date hereof. Notwithstanding any of the provisions of this agreement to the 11 

12 contrary, any lease embracing lands of the State of New Mexico having only a 12 

13 portion of i t s lands committed hereto shall continue in f u l l force and effect be- 13 

14 yond the term provided therein as to a l l lands embraced in such lease, i f o i l and 14 

15 gas, or either of them, are discovered and are capable of being produced in paying 15 

16 quantities from some part of the lands (either within or without the unit area) 16 

17 embraced in such lease committed to this agreement at the expiration of the 17 

18 secondary term of such lease; or i f , at the expiration of the secondary term, the 18 

19 lessee or the Unit Operator is then engaged in bona fide d r i l l i n g or reworking 19 

20 operations on some part of the lands embraced therein shall remain in f u l l force 20 

21 and effect so long as such operations are being diligently prosecuted, and i f 21 

22 they result in the production of o i l or gas, said lease shall continue in f u l l 22 

23 force and effect as to a l l of the lands embraced therein, so long thereafter as 23 

24 o i l and gas, or either of them, are being produced in paying quantities from any 24 

25 portion of said lands. 25 

26 19. COVENANTS RUN WITH LAND. 26 

27 The covenants herein shall be construed to be covenants running with 27 

28 "the land with respect to the interest of the parties hereto and their successors 28 

29 in interest u n t i l this agreement terminates, and any grant, transfer, or convey- 29 

30 ance, of interest in land or leases subject hereto shall be and hereby is condi- 30 

31 tioned upon the assumption of a l l privileges and obligations hereunder by the 31 

32 grantee, transferee, or other successor in interest. No assignment or transfer of 32 

33 any working interest, royalty, or other interest subject hereto shall be binding 33 

34 upon the Unit Operator u n t i l the f i r s t day of the calendar month after Unit Operator 34 
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1 i s furnished with the o r i g i n a l , photostatic, or c e r t i f i e d copy of the instrument 1 

2 of transfer. 2 

3 20. EFFECTIVE DATE AND TERM. 3 

4 This agreement shall become effective upon approval by the Commissioner 4 

5 and the Director, or th e i r duly authorized representatives, as of the f i r s t day 5 

6 of the month following approval by the Director and shall terminate five years 6 

7 from said effective date unless 7 

8 (a) such date of expiration i s extended by the Commissioner and the 8 

9 Director, or 9 

10 (b) i t i s reasonably determined prior to the expiration of the fixed 10 

11 term or any extension thereof that the unitized land i s incapable of- production 11 

12 of substances i n paying quantities i n the formations tested hereunder and after 12 

13 notice of intention to terminate the agreement on such ground i s given by the 13 

14 Unit Operator to a l l parties i n interest at t h e i r l a s t known addresses, the 14 

15 agreement i s terminated with the approval of the Commissioner and the Director, or 15 

16 (c) a valuable discovery of unitized substances has been made on 16 

17 unitized land during said i n i t i a l term or any extension thereof, i n which event 17 

18 the agreement shall remain i n effect for such term and so long as unitized sub- 18 

19 stances can be produced i n paying quantities, i.e., i n t h i s particular instance 19 

20 i n quantities s u f f i c i e n t to pay for the cost of producing same from wells on 20 

21 unitized land within any p a r t i c i p a t i n g area established hereunder and, should 21 

22 production cease, so long thereafter as di l i g e n t operations are i n progress for 22 

23 the restoration of production or discovery of new production and so long there- 23 

24 after as the unitized substances so discovered can be produced as aforesaid, or 24 

25 (d) i t i s terminated as heretofore provided i n t h i s agreement. 25 

26 This agreement may be terminated at any time by not less than seventy- 26 

27 f i v e percent, on an acreage basis, of the owners of working interests signatory 27 

28 hereto, with the approval of the Commissioner and the Director; notice of any 28 

29 such approval to be given by the Unit Operator to a l l parties hereto. 29 

30 21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. 30 

31 A l l unit production and the disposal thereof shall be i n conformity 31 

32 with allocations, allotments and quotas made or fixed by any duly authorized 32 

33 person or regulatory body under any Federal or State statute. The Director i s 33 

34 hereby vested with authority to alter or modify from time to time, i n his 34 
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1 discretion, the rate of prospecting and development and within the limits made or 1 

2 fixed by the Commission to alter or modify the quantity and rate of production 2 

3 under this agreement, such authority being hereby limited to alteration or modi- 3 

4 fication in the public interest, the purpose thereof and the public interest to 4 

5 be served thereby to be stated in the order of alteration or modification; pro- 5 

6 vided, further, that no such alteration or modification shall be effective as to 6 

7 any land of the State of New Mexico as to the rate of prospecting and development 7 

8 in the absence of the specific written approval thereof by the Commissioner and 8 

9 as to any lands of the State of New Mexico subject to this agreement as to the 9 

10 quantity and rate of production in the absence of specific written approval 10 

11 thereof by the Commission. 11 

12 Powers in this section vested in the Director shall only be exercised 12 

13 after notice to Unit Operator and opportunity for hearing to be held not less 13 

14 than fifteen days from notice. 14 

15 22. CONFLICT OF SUPERVISION. 15 

16 Neither the Unit Operator nor the working interest owners nor any of 16 

17 them shall be subject to any forfeiture, termination or expiration of any rights 17 

18 hereunder or under any leases or contracts subject hereto, or to any penalty or 18 

19 l i a b i l i t y on account of delay or failure in whole or in part to comply with any 19 

20 applicable provision thereof to the extent that the said Unit Operator, working 20 

21 interest owners or any of them are hindered, delayed or prevented from complying 21 

22 therewith by reason of failure of the Unit Operator to obtain, in the exercise 22 

23 of due diligence, the concurrence of proper representatives of the United States 23 

24 and proper representatives of the State of New Mexico in and about any matters or 24 

25 thing concerning which i t is required herein that such concurrence be obtained. 25 

26 The parties hereto, including the Commission, agree that a l l powers and authority 26 

27 vested in the Commission in and by any provisions of this contract are vested in 27 

28 the Commission and shall be exercised by i t pursuant to the provisions of the 28 

29 laws of the State of New Mexico and subject in any case to appeal or judicial re- 29 

30 view as may now or hereafter be provided by the laws of the State of New Mexico. 30 

31 23. APPEARANCES. 31 

32 Unit Operator shall, after notice to other parties affected, have the 32 

33 right to appear for or on behalf of any and a l l interests affected hereby before 33 

34 the Department of the Interior, the Commissioner and the Commission and to appeal 34 
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1 from orders issued under regulations of said Department, the Commissioner or the 1 

2 Commission, or to apply for r e l i e f from any of said regulations or i n any pro- 2 

3 ceedings r e l a t i v e to operations before the Department of the I n t e r i o r , the Com- 3 

4 missioner or the Commission, or any other l e g a l l y constituted authority; pro- 4 

5 vided, however, that any other interested party shall also have the r i g h t at his 5 

6 own expense to be heard i n any such proceeding. 6 

7 24- NOTICESo 7 

8 A l l notices, demands or statements required hereunder to be given or 8 

9 rendered to the parties hereto shall be deemed f u l l y given i f given i n w r i t i n g 9 

10 and personally delivered to the party or sent by postpaid registered mail, 10 

11 addressed to such party or parties at their respective addresses set f o r t h i n 11 

12 connection with the signatures hereto or to the r a t i f i c a t i o n or consent hereof 12 

13 or to such other address as any such party may have furnished i n w r i t i n g to 13 

14 party sending the notices, demand or statement. 14 

15 25. NO WAIVER OF CERTAIN RIGHTS. 15 

16 Nothing i n t h i s agreement contained shall be construed as a waiver by 16 

17 any party hereto of the r i g h t to assert any legal or constitutional r i g h t or de- 17 

18 fense 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 wherein said uni- 18 

19 tized lands are located, or of the United States, or regulations issued thereunder 19 

20 i n any way affecting such party, or as a waiver by any such party of any r i g h t 20 

21 beyond his or i t s authority to waive. 21 

22 26. UNAVOIDABLE DELAY. 22 

23 A l l obligations under t h i s agreement requiring the Unit Operator to 23 

24 commence or continue d r i l l i n g or to operate on or produce unitized substances 24 

25 from any of the lands covered by t h i s agreement shall be suspended while, but 25 

26 only so long as, the Unit Operator despite the exercise of due care and diligence 26 

27 i s prevented from complying with such obligations, i n whole or i n part, by strikes, 27 

28 acts of God, Federal, State, or municipal law or agencies, unavoidable accidents, 28 

29 uncontrollable delays i n transportation, i n a b i l i t y to obtain necessary materials 29 

30 i n open market, or other matters beyond the reasonable control of the Unit 30 

31 Operator whether similar to matters herein enumerated or not. 31 

32 27. FAIR EMPLOYMENT. 32 

33 In connection with the performance of work under th i s agreement, the 33 

34 Unit Operator agrees not to discriminate against any employee or applicant for 34 
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1 employment "because of race, religion, color, or national origin. The aforesaid 1 

2 provision shall include, but not be limited to, the following: employment, up- 2 

3 grading, demotion, or transfer; recruitment or recruitment advertising, layoff 3 

4 or termination; rates of pay or other forms of compensation; and selection for 4 

5 training, including apprenticeship. The Unit Operator agrees to post hereafter 5 

6 in conspicuous places, available for employees and applicants for employment, 6 

7 notices to be provided by the contracting officer setting forth the provisions 7 

8 of the nondiscrimination clause. 8 

9 The Unit Operator agrees to insert the foregoing provision in a l l sub- 9 

10 contracts hereunder, except subcontracts for standard commercial supplies or raw 10 

11 materials. 11 

12 28. LOSS OF TITLE. 12 

13 In the event t i t l e to any tract of unitized land shall f a i l and the true 13 

14 owner cannot be induced to join i n this unit agreement, so that such tract is not 14 

15 f u l l y committed to this agreement and the operation thereof hereunder becomes im- 15 

16 practical as a result thereof, such tract shall be automatically regarded as not 16 

17 committed hereto and there shall be such readjustment of future costs and benefits 17 

18 as may be required on account of the loss of such t i t l e . In the event of a dis- 18 

19 pute as to t i t l e as to any royalty, working interest, or other interests subject 19 

20 thereto, payment or delivery on account thereof may be withheld without l i a b i l i t y 20 

21 for interest u n t i l the dispute is f i n a l l y settled; provided, that as to Federal 21 

22 land and State land or leases, no payments of funds due the United States or the 22 

23 State of New Mexico should be withheld, but such funds of the United States shall 23 

24 be deposited as directed by the Supervisor, and such funds of the State shall be 24 

25 deposited as directed by the Commissioner, to be held as unearned money pending 25 

26 f i n a l settlement of the t i t l e dispute, and then applied as earned or returned 26 

27 in accordance with such f i n a l settlement. 27 

28 Unit Operator as such is relieved from any responsibility for any de- 28 

29 feet or failure of any t i t l e hereunder. 29 

30 29. NON-JOINDER AND SUBSEQUENT JOINDER. 30 

31 I f the owner of any substantial interest in a tract within the unit 31 

32 area f a i l s or refuses to subscribe or consent to this agreement, the owner of the 32 

33 working interest in that tract may withdraw said tract from this agreement by 33 

34 written notice to the Director, the Commissioner and the Unit Operator prior to 34 

Mescalero Unit Agreement - Page 21 



1 the approval of t h i s agreement by the Director. Any o i l or gas interests i n 1 

2 lands within the unit area not committed hereto pr i o r to submission of t h i s 2 

3 agreement for f i n a l approval may thereafter be committed hereto by the owner or 3 

4 owners thereof subscribing or consenting to t h i s agreement, and, i f the interest 4 

5 i s a working interest, by the owner of such interest also subscribing to the 5 

6 unit operating agreement. Joinder to the unit agreement by a working interest 6 

7 owner, at any time, must be accompanied by appropriate joinder to the unit opera- 7 

8 ti n g agreement, i f more than one committed working interest owner i s involved, 8 

9 i n order for the interest to be regarded as ef f e c t i v e l y committed to t h i s unit 9 

10 agreement. After operations are commenced hereunder, the r i g h t of a subsequent 10 

11 joinder, as provided i n t h i s section, by a working interest owner i s subject to 11 

12 such requirements or approvals, i f any, pertaining to such joinder, as may be 12 

13 provided for i n the unit operating agreement. After f i n a l approval hereof, 13 

14 joinder by a non-working interest owner must be consented to i n w r i t i n g by the 14 

15 working interest owner committed hereto and responsible for the payment of any 15 

16 benefits that may accrue hereunder i n behalf of such non-working interest. 16 

17 Joinder by any owner of a non-working interest at any time must be accompanied 17 

18 by appropriate joinder by the owner of the corresponding working interest i n 18 

19 order for the interest to be regarded as ef f e c t i v e l y committed hereto. Except 19 

20 as may otherwise herein be provided, subsequent joinders to t h i s agreement shall 20 

21 be effective as of the f i r s t day of the month following the f i l i n g with the Com- 21 

22 missioner and the Supervisor of duly executed counterparts of a l l or any papers 22 

23 necessary to establish effective commitment of any t r a c t to t h i s agreement unless 23 

24 objection to such joinder i s duly made within s i x t y days by the Director or the 24 

25 Commissioner. 25 

26 30. COUNTERPARTS. 26 

27 This agreement may be executed i n any number of counterparts, no one of 27 

28 which needs to be executed by a l l parties or may be r a t i f i e d or consented to by 28 

29 separate instrument i n w r i t i n g s p e c i f i c a l l y referring hereto and shall be bind- 29 

30 ing upon a l l those parties who have executed such a counterpart, r a t i f i c a t i o n , 30 

31 or consent hereto with the same force and effect as i f a l l such parties had 31 

32 signed the same document and regardless of whether or not i t i s executed by a l l 32 

33 other parties owning or claiming an interest i n the lands within the above- 33 

34 described unit area. 34 
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1 31. TAXES, 1 

2 The working interest owners shall render and pay for their account and 2 

3 the account of the royalty owners a l l valid taxes on or measured by the unitized 3 

4 substances in and under or that may be produced, gathered and sold from the land 4 

5 subject to this contract after the effective date of this agreement, or upon the 5 

6 proceeds or net proceeds derived therefrom. The working interest owners on each 6 

7 tract shall charge the proper proportion of said taxes to the royalty owners 7 

8 having interests in said tracts, and currently retain and deduct sufficient of 8 

9 the unitized substances or derivative products, or net proceeds thereof from the 9 

10 allocated share of each royalty owner to secure reimbursement for the taxes so 10 

11 paid. No such taxes shall be charged to the United States or the State of New 11 

12 Mexico or to any lessor who has a contract with his lessee which requires the 12 

13 lessee to pay such taxes. 13 

14 32. NO PARTNERSHIP. 14 

15 I t is expressly agreed that the relation of the parties hereto is that 15 

16 of independent contractors and nothing in this agreement contained, expressed or 16 

17 implied, nor any operations conducted hereunder, shall create or be deemed to have 17 

18 created a partnership or association between the parties hereto or any of them. 18 

19 IN WITNESS WHEREOF, this unit agreement is executed by the undersigned 19 

20 parties hereto as of the dates set opposite their respective signatures. 20 

UNIT OPERATOR AND WORKING INTEREST OWNER 

DRILLING AND EXPLORATION COMPANY, INC. 

Date. By 
Vice President 

ATTEST: 

Assistant Secretary 
Exchange Bank Building 
P. 0. Box 35366, Airlawn Station 
Dallas 35, Texas 
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OTHER WORKING INTEREST OWNERS 

Assistant Secretary 
P. 0. Box L410 
Fort Worth, Texas 

GULF OIL CORPORATION 

Date: 

ATTEST: 

By_ 
Attorney-in-Fact 

Assistant Secretary 
P. 0. Box 669 
Roswell, New Mexico 

CONTINENTAL OIL COMPANY 

Date: 

ATTEST: 

By_ 
Attorney-in-Fact 

Assistant Secretary 
710 Fair Building 
Fort Worth 2, Texas 

PAN AMERICAN PETROLEUM CORPORATION 

Date: 

ATTEST: 

By_ 
Attorney-in-Fact 

Date: 

ATTEST: 

By_ 
Vice President 

Assistant Secretary 

Date: 

ATTEST: 

By_ 
Vice President 

Assistant Secretary 

Mescalero Unit Agreement - Page 24-



OTHER PARTIES 

Date: By 
Vice President 

ATTEST: 

Assistant Secretary 

Date: By 
Vice President 

ATTEST: 

Assistant Secretary 

Date: 

Address: 

Witness: 

Date: 

Address: 

Witness: 

Date: 

Address: 

Witness: 

Date: 

Address. 

Witness: 
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STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s day of 

, 19 , by , President of 

, a corporation, i n behalf of 

said corporation. 

My Commission Expires: Notary Public 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me th i s day of 

, 19 , by , President of 

, a corporation, i n behalf of 

said corporation. 

My Commission Expires: Notary Public 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s day of 

, 19 , by . President of 

, a corporation, i n behalf of 

said corporation. 

My Commission Expires: Notary Public 

STATE OF ) 
) ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me thi s day of 

, 19 , by , President of 

, a corporation i n behalf of 

said corporation. 

My Commission Expires: Notary Public 
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EXHIBIT "A" 

MESCALERO UNIT AREA 

LEA COUNTY, NEW MEXICO 
August 3, I960 
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PHONE*: MAIN 1-8: 
OR MAIN 1 - 0 4 2 U 

FOSTER MORRELL 
PETROLEUM C O N S U L T A N T 

N I C K S O N H O T E L B U I L D I N G 

R O S W E L L . N E W M E X I C O 

July 16, 1959 

BEFORE EXAMINER NUTTER 

OIL CONSERVATION COMMISSION 

C^SI 

EXHIBIT NO. 

'SE NO. V " r ) 

. ^ R V A T I O A ^ g 

RECEIVED 

. JUL 28 1959 
The Director \ 
United States Geologic-1 3urveys^oacAi 
Dep^rtaent of the Interior 
Wc-hlngtan, D. C. 

Through: Regional Oil & Oas iup*ir/i3or 
BQSSQII, He V. Mexico 

j ' 

Re: .-oree, ini t ia l test well and form 
of unit agreeaent, Me.*c*lero Unit, 
Let Oounty, lie* Uexieo 

Purnx&nt to the unit pl*.n regulations of Deoeober 22, 195., 3̂  
C.F.a. 226.3 ->nd 226./., Drilling und iacplordtian Gonp*»ny, Inc. herewith 
aubaitw application, ia triplicate, for designation of certain lands in 
T. 13 3., 3*v £. -.id T. 19 i>.# &j. 33 sad 34 i . , N.M.P.M., La* County, 
He-* Mexico, *3 fen &reu log i c i l y sub ect to developaent und operation 
under u unit tigreement to be jcnown «a the Jtescolero Unit. 

Tii* Meecfalero Unit Aa-ea proposed smbr-oa* a tot«l of <C,9d8.55 
acres of »fd.cii ^,32^.55 *cre.j or )6.T)% ure Federal land* and 160.00 acre* 
or 3.21^ tr j State of fte. Mexico lauds ^ shown on £xhibita A «nd B , 
ocoo^nyiiig the for.r. of uuit tgree,nent -It© jubraitted bere*ith. 

Also attached to and itde « part of till* application is a geologic 
report dct«d July 9, 1959, by Jack i . Hughes, Chief Geologist, Drilling and 
Exploration Goa»p4»ny, lac. , in support and justification of tiie unit area. 
This report furnisher tne geologic basia for delineation of the proposed 
unit area -ind th« expected strstigrephic sequence with estimated depths, 
and possible productive formations. 

Acoocpenying the geologic report ar«; Exhibit 1, index map *:»*-
ing aerial location of Meacalero Unit ?ith relation to nearby existing 
Federal units, and wella that bava been drilled to the Devonian, with 
Devonian datum points, Exhibit 2, seisraio -urvey -ap, with contours on t 
reflection fros approximate top of Devonian and outline of proposed 
leteoalero Unit Area; wind Exhibit 3, cros.3-secticn A-;* ,̂ ss delineated on 
Axhibit 1, jhcwing correlation of formations based on electric logs and 
aeianic estimate* froa top of the Bone Spring foroation to top of the 
je.oni.ia forootion. 



The Director 

Drilling acd Exploration Caccpmy, Inc., is designated ss Obit 
Operator In the proposed Mesc&lero unit agreeaent attached hereto which 
follow3 closely the form &a in Sec. 226.12, 30 C.F.R., revised June 1957, 
and also includes references to State of New Mexico l->ws, regulations, and 
officials sod oertain revisions core recently requested by your office) tad 
included in otncr approved unit egreeasents. Deviations or additions to the 
June 1957 forts are underlined in rad pencil for convenient reference. 

The attached land ownership nap, Exhibit Ashows the outline 
of the unit area and the desired information aa to leasee, serial nus&ers, 
type of land ownership and total acreage of the unit area. The attached 
Kxhibit B,! is the schedule of lundc, listing in sequence the serial 
nuabere of all Federal and State leasea included within the unit ares aad 
the ownership of interests therein. 

It io proposed that toe initial well ^hall be drillt?d to test the 
Devonian forastion or to a depth of not to exceed 15,000 feet. It is esti­
mated that the coat of drilling «nd testing thia veil * i l l be approxiactely 
t45C,0:>O. A . 

It is respectfully requested that you designate the unit ares, and 
approve the form of unit bgrecvttnt smd initial drilling progrwa as proposed 
herein. 

fncloaurej 

oc; Mr. 0. R. Brsinard, Jr. 
Drilling und Exploration Conpany, Inc. 
SXTbange Bank Building 
P. 0. Box 35366 
Dsllaa, Texas 

Very truly yours, 

DHILLIiiQ AMD £XPL0£A?I(li CCUPAJiT, INC. 

FM/fe 



P H O N E S : M A I N « 8 . 
OK MAIN I - 0 4 2U 

FOSTER MORRELL. 
P I T R O L E U M C O N S U L T A N T 

N I C K S O N H O T E L B u 1 L n • ' ; 3 

R O S W E L L . N E W M E U C O 

uiy 16, 

me- v !) 

v JUL 28 1359 
The Director \ 
United states Geologic t l diirvsyv^c<j;c^L 5 , .^. 
B*p-rt,aent of the Interior 
na.hington, D. C, 

Through; Region-l Oil & Oe* jujk.rYi.5o:-

BEFORE EXAMINER NUTTER 
OIL CONSERVATION r - j V i / • i f. 

L EXHIBIT NO. / 
CfiSt NO. ^ ft ^ 

Sw: *refc, irdt l -1 teat #ell end form 
c. unit ngresraer.t, ye*c*«iaro Unit, 
Li*. County, JJev. ktexicc 

Deer Ji.i ; 

rur-m^nt to uha unit plon regulations of Dec-ember 22, 195.., 3 
C . r . a . ^26.3 -ad 2-̂ fe./,, D -tiling iXplo; -ation Gcqpany, Inc. herewith 
dubmito application, in tr ipl icate , for d*-jignBtioii of certain land* in 
T. IB .... 34 A. und T. U b. t 33 ana 3i c , N.M.P.U., U * County, 
Ne- Mwd.cc, an are?, logically sub ect w? development and operation 
under u ui.it iig ..-lament to bt- jcrso>.a - a the «a»3Cw.iero tbilt. 

T;ie Mescalero 'Jrd - i-̂ -ea pi*opO;»*J eaibrtje*i a total of -4,^83.55 
.ucret of »rdch .',32o.55 fccrej or io.7'*% Federal lande -ud 16U.30 acres 
or 3.21$ s-re estate of ,sie Mexico lands «... -> K>*.c on AXhibits A o.nd B , 
^coo.apt.n/it^; tne for;?, cu' u.dt i.g;"ee-.iaut -l-o outwitted bere*ith. j 

>lao wT.tach<id to and ..uae - pert of this application it. s geologic 
report d<at«d July 9, i95v, b> Juck it. Hughee, Chief Geologist, Drilling and 
Sxploraticm Colony, lac, in juppo^t «.nd lustification of tin? unit sr»^. 
This report furnisher t.ie geologic bs:d far delineation of the proposed 
unit urea «nd the wxpeeted etratigrirphic .,*quence *ith estimated deptns, 
Qi«d possible pA-oducti'.'!; for .*.tLoi>:. 

Ac.*jqpanying the geologic rtpOi ? e-e; Sxbibit 1, index toap allow­
ing aerial location of MeseaierO Unit i l to relation to nearby existing 
Federal units, and well« tha; aave been dril led to the D»»voni-x-i, wito 
Devonian d-ata-i points, 2xnibit seinedn --urvey -s.p» *ith cawtoure on a 
reflection froa upproximete top of Devor.l.-.'.-i and outline of proposed 
Meacalero Unit Area- jnd Exnlbit 3, cms section s.s delineated on 
Exhibit 1, allowing «-orrslation of fornatioAs D ŝed on electric logo and 
a«i,«~d^ estisH.te>-> froa tor- of t..e 3on» 
J>^oii,o fo-r>.tiQc. 

\rj? f orat ion to top CJ the 

—i 

ILLEGIBLE 



The Director 
Page 2 

Drilling and Exploration Csnp uiy, Inc., is dssign*ted ss Unit 
Operator in the proposed Mescalero unit agreeownt attached hereto which 
follows closely the fora in See. 226.12, X) C.F.R., revised June 1957, 
and also includes references to Jt:.te of Hew Mexico l-.es, regulations, aad 
officials and certain revisiona acre recently requested by your office sod 
included in ov«:r approved unit tgreeaenta. Deviations or additions to the 
June 1957 forts are underlined in red po-ncil for convenient reference. 

The attached land otrr̂ ership r^p, Exhibit A , shows the outline 
of the unit area >«nd the desired information ba to leesea, seriul numbers, 
type of land ownership and total acreage of the unit area. The attached 
ixhibit B is the schedule of l^adc, listing in sequence the serial 
nuisbers of a l l Federel and .State lg-isej included within the unit ares aad 
the ownership of Interesti therein. 

It io proposed that tim initial »eli ..hall b>* d r i l l s to test the 
Devonian formation or to a depth of >*ot to exceed 15, -»X feet. I t is esti-
aatsd that the cotit of drilling *nd testing thid ..ell * i l l be approximately 
U50, J.O. > . 

It is respectfully requested that you deaignatt the unit ares, and 
approve the form of unit agree-.Tent *nd irdti-1 drilling prograra &J propoaed 
herein. 

EnclosureJ 

oc: Mr. 0. R, Irainard, Jr. 
Drilling und Exploration Company, Inc. 
SxThsnge Rank Building 
P. 0. Bos: 3536*' 
Delias, Texas 

Vary truly yours, 

DRILLING AND EXPLORATION CCMPAJTf, INC. 

FH f s 

ILLEGIBLE 



• .•'iV T' ' i - r A : " E § 

: > £ r i A R T M t N : r f 1 v C I N T E R I O R 

lev alexicc 

f lVf.0 j f 3 

iV?f»r«D<-̂  •.» SM4# io s . ^ i c a t i i a J u l / W> f i l e * irtto 
i o» '.n; sod u*# duyervl »cr, Be eve ..... is*v Mexico, ia behalf of Bri i i i is* 

Exploration 0'.«paay ( 'Harper*;**;, r*q\»e«tiim tte* de«lg»»tic* af 
* ;966. »cre», av.re cr i*«t . I s * o-^^y; Hev Mud so, *a ix>fi*aliy 
•object tc •Jtpiormtlofc and de-v* i^pa*!,- ^ii*r the anlti**t.toai prcrlsior* 
>? the Miner*., Leeaucy Ar t : e.* aawtud**,. 

rU:iofa.'. t*. c&ir. px&i, r«b'.«.l*y.otui ot U*ee»r>er d2, WjC, 0̂ 
CFr! 2~-:* . U K iantf rutlLaed ci4 v v.>-.- j.jjit earked ''Exhibit A, tt»eaed«r« 
w i » â ree'' i.» Hereby deal catted »B * ...^ais*! milt art*. 

f*iip prgp*>»©<. fore .̂f &&r#*a*ia$, »mcsiifc3t*tt'tl*j_lor 'oiliTwa 
the Juu* -y'3 i ~eprlat ti»e ••^•a'jkrA i'«*s aid caetadjae eodificetioas 
required c*e 5t*te or S»?v toio;, v i l l be ftcoepta>bie i f altered «e 
Ukdieaved ia colore**, pe^wia Oa* ocyy eo wtrsted ia returned baxrevita, 

o»py ia furuimae.1 the 0. . *» •.• '->*» 3uparrieor, aad ooe oofty 
i# reuaiaed fh* proyi-#»d ijAiniAl txpj oratory *eJU vo teat the 
fonaetiutt* or DarrofiitML ««* c--r u» » depth of ij.OOij feet la tcoeyte.fcle-

Xc tb# abe«'iee of aay jUm? .vpe of .Lead reqit.-Lria4 avecdaU. 
prori «1 vo-a ->r -f &ry vfeject* jta* rtv •.ppsgrert, a diOjr executed •free-
•eat 1UJW>M:* w» tr <*a.L i f i t * , *r-A..f«.!*« aa c-atilaed the.-re, wl.u. be 
Approved UT i«n;*L:' *ppn«y*i «i»^«a viUoa a rtweembJLe p»ri>>e 
0 i \ 

<*•. .• 4 p . : , • j . . ; v>» A nyt iT ' i * ox" 8 .H aoreAjte^ aJM^rtjag t he 

r S u , r -- ? , ; - ^vuers ei* uiter-aata ur̂ ol-***".. I f ovxwreMp of any it*etr«et 
* -.r»v•-. .» uTided, i.ow l& i2tiii.it E tae pnrseateHi* of eauui wet 

ttxuti . l*.v*-v-1 Mn« la -**r£•'.;.> j^i.̂ e- U>«t toe right la retiure* bo 
>l*c/ SI^'J.--. *?v T.a-*<-:«*ei r.»i-*?r nhadv'^d vhf.ch. iji OMI »?jjal aat # 

"Vea nr. • na,.* t-i* * 3.:r.«3 .'-jt'riale*i'"- ij>ad« tc lu'faHl «f feet iT» 
3^*/tert) jr.. j p * r e t - . ••>'»* . 



UMTr 
DEPARTMENT J& 

GSOLOG 

>BeKME EXAMINER NUTTER 
bl'CKtS^I§®WPffON COMMISSION 

EXHIBIT NO. 

HE NO. WW1 

air. Poster Itorreli 
hwtrclswsi Consults** 
JU.QX.aott SBtcl Builaleg 
Rws** LI , late- Msxieo 

I f CF IVED VJG 27 1959 

S**r Mr. Morraj 

Hftfarant** la aauV* *o your application of JuJjr lb f l la4 with 
TAS Oil aod G*« Supwrrisar, JSDWWWL.., *WV Mexico, ia baiwUf of B r i l l i s g 
and fctpisratlao Caavpaay, laaorporat*/.^ requeatiag tha daslsjastloc ef 
a-,966 55 acr«», aor* or Lea* La* rjctsaty, Hev Mnd.00,. as LofJLssJLljr 
cab.ie^t to sxploretiae and d#re 1. .pw^t 
of the Mineral Latalne Ac. , a* *»aiie*d. 

'jr.dfi: tha qaitiaetlgo. prcTlsXeaa 

Purawaat to u*JU rata, -a-tiaaa of Becw»b«r 22, 1050, 30 
CFR ?26.3, th* J M A outiia*d oe ymi. pist aarfced ^Ixhibit A, MeeaaJjire 
isalt axes" ie aer»bY 4aeiga*.t*d fi.* iogioaJ wait are*. 

The proposed forw of agree — » , whleui aubataattallr follows 
the J-JSM 195 ' ra print of taa rtsAd*u*4 f*»fW» aru ooetslae •oe l f io s . t io«s 
required by the Stfct* cf !t*v *exi<x . w i l l be %C3cwta>tLa i f altered, ss 
Ladio£t«4 in colored serxsi.. Cava ucpgr «o worked is returned hecrewlt*., 
cm* oej99 belag fumJ abed the Oi l *nd Qe.s Supervisor, aad aae aowy 
la reteviaed. ftat j»'«pcaed o t i t i s ! atplorstory veJ! to tee* the 
far*atJ.u*ui of Devcstlae *g* ur a teytfe of IJ.OOG feet ia acoewtaJBla• 

I * the sbewiae of wgr other °^rse of lead requiring speeded 
prvriaiatia of &o> owjewtiaeia ao«. HK* appwwe*. a duly *%e<nrte4 sera*-
west identical vi tfc said fr̂ /wt, nodj ft td ss ontlUaed ahoTe, wi l l be 
aypa orwd i f wfeKit.*^. apras^mVLs *t»t»a wlthls * rwe-s-aosbls period 

Vftssr. the «a&*«ut*4 asp^eeawjat ia ti snaul 11irf to 3^pearrlea« 
for approval, inoiwde tha latest startus of all acreage, shovlaa} the 
current ownere «f ail interests iBrolred. If eanaership of any iawareet 
Is a tr<u-t ia ciirided, anov is Exhibit 8 the fmr^#mt»4s» 0 

4e&y *wyr<: 

f eevch each 
t ra*ex-re4 we 

Lt: tmr oylslow, 
r, notice ia hereby glvnn fehst the right 
of « B J e3M«Q«ed «;rt«a«raf subwltt«4 irhliH. 
ta* :M11 WMWJL i ct s'rffl.cieav l.sn4a to afford «Tfw«tAT» 

L L EG\BLE 
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3.21 % 

Total 4988.55 Acres 
— — Boundary Unit Area 
O Tract No. From Exhibit "B" 

i t -

100.00% 

EXHIBIT "A" 

MESCALERO UNIT AREA 

LEA COUNTY, NEW MEXICO 
August 3, I960 
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EXHIBIT "A" 

MESCALERO UNIT AREA 
LEA COUNTY, NEW MEXICO 

August 3 , I 9 6 0 



GEOLOGICAL REPORT TC 
APPIJCATION TO* D£81 
>V E S C A L I R O UNIT AREA, 
STATE OF HEW V E X I C C 

| ^ ^ | ^ Y A M I N E R NUTTER 
i^QQpttfinMfXTION COMMISSION 

Ad. P f EXHIBIT NO. ^ EXHIBIT NO._ 
NO. >€>60 

The proposed Mescalero Unit Area is located in southeastern 

Laa County, New Mamico, epproxm ately twanty-faur mi las watt of 

tha City of Hobbs, and approximately si* n il«a north of the inter section 

of U. S. Highway No. 62 and the •out'. Line of Township 19 South, Range 

14 Cast. The araa is difficult to trav«r»e bacause of lac* of roads and 

the presence of pro; ment dunee of soft, loose sand which ie vary fine­

grained and reddish-brown in color. Vegetation ia the dune sraas ts 

Uii ited almost entirely to a low ahrub with a very «xtenaive root aysterr 

and belonging to the oak far* il . 

The area propoesd ID be included in tha Meacalero Unit outline 

is ihown on the attached plat, a portion of Map of Southeast New Mexico -

Roswell-^, U. 8. Dept. of Interior, U. *>. Geological Survay. Shown 

also on thia plat, labeled fxhibit 1, ara tha outlines af nearby and presently 

existing Federal Units, all deep (Devonian and deeper) teet wells ln tha 

araa embraced by the plat, and tha Una of eross section A-A'. 

A recent seien ic a array of the araa, conducted by Drilling and 

Exploration COIT pany, lac. delineated a quite attractive anticlinal structural 

feature at Devonian depth. The enclosed seismic map, labelad Exhibit II , 

ia coatoured in time aad rapreaeets tha structural configuration at tha 

approx! ITat« top of tha Devonian. A don,el uplift with expected accompanying 



faulting is the principle feature nod embraces MOD* 1,900 acre*. This 

interpretation ia baaed en eeiesnlc records obtaiaed with modern eeaap-

man* and racard quality waa considered vary goad. Tne proposed east 

outline has been United by the indicated leweot closing contour between 

faulta. each a aait weald encompass the part of the general area which 

appear a to be amder tha tart nance of the depicted structural aw»aa*e. Taa 

relationship ol this area to nearby wells which bare encountered the 

Devonian is indicated an the encloeed croaa section, labeled Exhibit FA. 

The following tabulation indicates the expected stratigrapaic 

sequence te be encountered along with estimated depths te the moat 

proaainent horiaons. Possible productive formations are indicated by 

asterisks (*). It is expected that tha initial teat well weald be drilled to 

a depth of IS,000 feet or fluid in the Devonian unless production la indicated 

at a a hat lower depth. Such depth would test all possible pay nomas down to' 

inclediag the Devonian. 

l ys tean 

Quaternary 
* 

Tertiary 
Triaaaic 

Series Format! en Expected Depth 

Dune, sand and unceneeUdated farface to 150' 
sand and red beds 

(Oc 

Dockuro 

Rustler anhydrite 
Salado Halite 

Pormiaa 

(Guadalupe Taasil 
• Yatee 
•Seven Rivers 
•Queen 
•Grayburg 
•Saa Andres 

150' 

14*0 
1600 

2940 
3100 
3500 
4310 
4795 
5220 



Permian 

Series 

(Leonard 
(Wolfcamp 

Panne ylvanian 
Mississippian 

Devonian 

3-

rorrration 

• Bon* Springe 
• Wolfcamp 

•Peane ylvanian 
• Mississippian lima 

Woodford ibala 
•Devonian limestone 

and/or dolomite 

1 \ • °> 

Expected "Depth 

7520 
10590 

12100 
13750 
14320 
14500 

5'v & 

•Indicate possible productive honsons. All depths are approximate. 

DRILLING AND EXPLORATION 
COMPANY, INC. 

A 
Chief Geologist 

July 9. 1959 V 
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