
State of N e w A4exico 

A L E X J . A R M I J O 
COMMISSIONER 

Commisstoner df Ritkc Lands 
March 26, 1980 

P. O. BOX 1148 
SANTA FE, NEW MEXICO 87501 

Yates Petroleum Corporation 
207 South Fourth Street 
Artesia, New Mexico 88210 

Re: North Texas H i l l s Unit 
Eddy County, New Mexico 

TERMINATION 

ATTENTION: Mr. Budd H. Hebert 

Gentlemen: 

Please be advised that the Commissioner of Public Lands has 
th i s date terminated the North Texas H i l l s Unit, Eddy County, New 
Mexico, pursuant to section 20(d) of the Unit Agreement. The 
United States Geological Survey gave t h e i r approval of the Termination 
September 21, 1979, e f f e c t i v e as of August 28, 1979. 

Please advise a l l interested parties of thi s action. 

Very t r u l y yours, 

ALEX J. ARMIJO 
COMMISSIONER OF PUBLIC LANDS 

BY: 
RAY D. GRAHAM, D i r e c t o r 
O i l and Gas D i v i s i o n 
AC 505-827-2748 

AJA/RDG/s 

c c : 
USGS-Roswell, New Mexico 
USGS-Albuquerque, New Mexico 
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United States Department of the Interior 
GEOLOGICAL SURVEY 

Box 25046 
Denver Federal Center 
Denver, Colorado 80225 

Q j j t FEB g 19?9 

Yates Petroleum Corporation 
c/o Mr. Randolph M, Richardson. Ill < 
P. 0. Box 819 r:,Jj. ~ J 

Roswell, New Mexico 88201 

Gentlemen: 

Your application of January 23, 10*9, filed Mim theIh S. Geological 
Survey office in Roswell, New Jtexlee, requests tin designation of 
the North Texas Hills unit area, embracing 5,UQ«t00 asm, mere or 
less, Eddy County, New Mexicô  as logically subject to exploration 
and development under the unitization provisions of the Mineral 
Leasing Act, as amended. 

Pursuant to unit plan regulations 30 CFR 226, the land requested 
as outlined on your plat marked "Exhibit *AI, Jterth Texts Mills 
Unit Area" 1s hereby designated as a logical unit area. 

The unit agreement submitted for the area designated should provide 
for a well to test the upper 2£0 feet of the Mississippian er to a 
depth of 8,100 feet. Your proposed tae of the fmm of Agreement for 
Unproved Areas will be accepted with the modifications requested In 
your application. 

If conditions are such that further jijodificatifiji j|i4U|td standard 
form Is deemed necessary, three copies of the proposed modifications 
with appropriate justification must be submitted to this office 
through the 011 and Gas Supervisor for prellmtmigr approval. 

In the absence of any other type of land requiring special provisions 
or of any objections not now apparent, a duly executed agreement 
Identical with said form, modified as outlined efceve, Mf11 be approved 
1f submitted 1n approvable status within a i iiijflMtile period of time. 
However, notice Is hereby given that the r1gh%Ji reserved to deny 
approval of any executed agreement submitted iff llll. In our opinion, 
does not have the full commitment of sufficient lands to afford 
effective control of operations 1n the unit area. 



2 
tihen the executed agreement 1s transmitted to Roswell for the Super­
visor's approval, Include the latest status of all acreage. In preparation 
ef Exhibits "A" and "6", follow closely the format of the sample exhibits 
attached to the 1968 reprint of the afaromantloeed form. 

Inasmuch as this unit agreement Involves State land, we are sending 
a copy of the letter to the Commissioner ef Public Lands, Santa Fe, 
New Nexico. Please contact the State ef Mew Nexico before soliciting 
joinders regardless of prior contacts or clearances from the State, 

Sincerely yours, 

Regional Conservation Manager 
For the Director 

cc: 
Comm. of Public Lands, Santa Fe 
NMOCD, Santa Fe/ 



United States Department of the Interior 

£CE1 V E D Albuquerque, Hew Mexico 87125 

MAR 161979 

OIL CONSERVATION DIVISION 
SANTA FE MAR i 31979 

HP. Randolph M. Richardson 
P. 0. Box 819 
Roswell, Hew Mexico 88201 

gentlemen: 

One approved copy ef the North Texas Hills unit agreement, Eddy 
County, New Mexico, with Yates Petroleum Corporation as unit 
operator, is enclosed. Such agreement has been assigned No. 
14-08-0001-16923 and is effective as of this date, the seme 
day as approved. 

You are requested to furnish all Interested principals with 
appropriate evidence of this approval. 

Sincerely yours, 

'•it- >--c, :- J.V... 

011 and Gas Supervisor, SRMA 

Enclosure 
cc: 
BLM, Santa Fe (w/cy agr.) 
NMOCB, Santa Fe (ltr. only) r*H8& ;-ui m 

Com. Pub. Lands, Santa Fe (ltr. only) 
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R A N D O L P H M. R I C H A R D S O N 
• I L A N D D A S L A N D A N D U N I T C O N S U L T A N T 

F E D E R A L - S T A T E - FEE 

P. • . B O X B 1 9 

R O S W E L L , N E W M E X I C O B B Z Q 1 

OFFICE 5 D 5 6 Z 2 - B S Q 1 

HUME 5 D 5 6 2 Z - 7 9 B 5 

ECEIVEJJL 

OIL 0 
O R A T I O N DIVISION 

March 15, 1979 

I n Re: North Texas H i l l s Unit Area 
Case No. 6*f 55 
Order No. R-5937 

SANTA FE " 

New Mexico O i l Conservation Commission 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

Gentlemen: 

Pursuant to the captioned Unit and Order, I am now enclosing copy of l e t t e r 
from the U.S.G.S. together with executed Unit Agreement showing approval by the 
U.S.G.S. and Commissioner of Public Lands. 

This instrument i s for your permanent f i l e s . 

Please advise i f you need any additional information at t h i s time. 

Yours t r u l y , 

R. M. Richardson 

RMR:dal 

Enclosures 



United States Department of the Interior 
GEOLOGICAL SURVEY 

P. 0. Box 26124 
Albuquerque, New Mexico 87125 

MAR i 3* 1979 

Mr. Randolph M. R i c h a £ M ^ F E 

P. 0. Box 819 
Roswell, New Mexico 88201 

Gentlemen: 

One approved copy of the North Texas Hills unit agreement, Eddy 
County, New Mexico, with Yates Petroleum Corporation as unit 
operator, is enclosed. Such agreement has been assigned No. 
14-08-0001-16923 and is effective as of this date, the same 
day as approved. 

You are requested to furnish all interested principals with 
appropriate evidence of this approval. 

Sincerely yours, 

Oil and Gas Supervisor, SRMA 

Enclosure 

m 



CERTIFICATION—DETKRM1 NATION 

Pursuant to the authority vested i n the Secretary of I n t e r i o r , under 

the act approved February 25, 1920, M Stat, kj>7, as amended, 30 U. S. C. 

sees. 181, et seq., and delegated to the O i l and Gas Supervisors of the 

Geological Survey (33 F.R. 5^12), I do hereby: 

A. Approve the attached agreement for the development and operation 

of th- North Texas Hillr Unit Area, 

State of New Mexico , County of Eddy. 

B. Certify and determine that the unit plan of development and operation 

contemplated in the attached agreement i s necessary and advisable in the 

public interest for the purpose ol more properly conserving the natural 

resources. 

C. C e r t i f y and determine that the d r i l l i n g , producing, r e n t a l , 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 t h i s agreement. 

Dated 

Oil and G^s Supervisor, United States Geological Survey 

Contract Number -1 



UNIT AGREEMENT 

EOF TFF liKVKI.OPMKN'i' A!.V Ol'i-'r.'ATiOIJ 

OF THE 

FORTH TEXAS ITI 1,1 ,C UNIT 

COUNTY OF EFFY 

STATE OF NEW FFFF.X) 

FO. 

THIS AGREEMENT, ..-ntf-rod into ns of ttv.- 19 th day of January , 

1979 , by and bytw.-a the- parties subscribing, r a t i f y i n g , or consenting hereto, 

and herein referred to as the "parties hereto." 

WHEREAS, the' parties hereto are- the ov.ee- r.e of working, royalty, or other 

e i l and gas interests i n the unit area cul F. ci, t h i s agreement; and 

WHEREAS, the Mineral .asing Act of February 25, 1920, lf1 Stat. 437, as 

amended, 30 U. S. C. Sees. i S l et seq. , authori /.: s Federal lessees and t h e i r re­

presentatives to unite with «-ach other, or j o i n t l y or separately with others, i n 

co l l e c t i v e l y adopting and operating a cooperative or unit plan of development or 

operation of any o i l or gas pool, f i e l d , or like- area, or any part thereof for the 

purpose of more properly conserving the natural r-sources thereof 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 or advisable i n the 

public i n t e r e s t ; and 

WHEREAS, the Commissioner of Public Lands of the State of New Mexico i s 

authorized by an Act of the .V-gislatur^ (Sec. 7-11-29 N.M. Statutes 1953 Annotated) 

to consent to or'approve t h i s agrees.-nt on t---hn).r of the State of New Mexico, insofar 

as i t covers and include-;-; lands and mineral interest of the State of New Mexico; and, 

WHEREAS, the Oil Conservation Commission of the State of New Mexico i s author­

ized by an Act of the Legislature (Chapter 72, Laws of 1935, as amended by Chapter 

193, Laws of 1937; Chapter 166, Laws of 19*11; ano Chapter 168, Laws of 19̂ +9) to ap­

prove t h i s agreement and the conservation provisions hereof; and, 

WHEREAS, the parties hereto hold s u f f i c i e n t interests i n the 

North Texas H i l l s Unit Area covering the Land hereinafter des­

cribed to give reasonably effective control of operations therein; and 

WHEREAS, i t i s the purpose of the parties hereto to conserve natural resources, 

prevent waste, and secure other benefits obtainable through development and operation 

of the area subject to th i s agr-•-•ment under the terms, conditions, and l i m i t a t i o n s 
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and unit plan r--ruj at 1 our , F 
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t h i s agr--em -nt as tu F- a na! 

with th..- t--r:;u- of tat;: agr--

operating regulat iv^nr. in 1':' 

and producing operati:-nr, no 

State i n which th--

of t h i s agr'-e't'-nt. 

2. UN.lt'' 

•on:.; 

e r a . l a v ; i s 

•InA 

nized as e o n s t i t a t i r v 

: o i.! ov;: ng u> 

• ni t ar - a: 

:•• ruj.j the promisor, herein 

nt f v i r respective interests 

•>".• v; ' he-rnso] ves as follows: 

! :- a. lug Act of February, 25, 

ui-F. ; ,:t;-., including operating 

:--r or v a l i d , pertinent, and 

r- n v o p t v i and nr.H-.i-- a part of 

gnlafiov; are not inconsistent 

rai land:;, the- o i l and gas 

;•>*.- F-r-of ( j o v m i n g d r i l l i n g 

t--ms hereof or the laws of the 

•nr by accepted and made a part 

is h- r.-Fy designated and recog-

T-21-S, R-21-S, NMPM 
Sees. 16, 1?, 20, 21, 

28, 29, 32, 33? A l l 

Containing 5,120.00 acres, 
more or less. 

Exhibit "A" attached h--r-.-to i s a :aap showing th- unit area and the boundaries and 

indentity of tracts arm l.-av-s i n said ar--a to tie- e-xtont known to the Unit Operator. 

Exhibit "B" attached hereto i s a schedule showing to the extent known to the Unit 

Operator the acreage, percentage-, and kind cf ownership of o i l and gas interests 

in a l l Farad in th- unit nr.-a. However, nothing '-..-rein or in said schedule or map 

shall oe cor.stru.-d -tr. a reprrs n! at ion by any pnrty he reto as to the ownership of 

any interest other than r v h iut.-r-'st or i:.t« r--rt ;, as are shown in said map cr 

schedule as owned by such party. Exhibits "A'' and "B" shall be revised by tne Unit 

Operator wh--nev« r change.! in tr.-- mit area r--.vJ.-r such revision necessary when re­

quested by the Oil and Car: Sup rvi s o r , hereinafter referred to as "Supervisor," or 

when requested by the Commissioner of Public Lands of the State of New Mexico. 



h e r e i n a f t e r r e f e r r e d to a t "Laud Commi.snioner," and not le s s than f i v e (5) copies 

of the revise-] E x h i b i t s s h a l l ;:<• f i l e d w i t h t r t Supervisor and one (1) copy t h e r e ­

of s h a l l bo f i l e d w i t h the Land Commissioner, and one? (1) copy w i t h the New Mexico 

O i l Conservation Commission, hereinai 4:er r e f e r r e d t o as "State Commission." 

The abeve-uoscribod uni'; area s h a l l , when p r a c t i c a b l e , be expanded t o include 

t h e r e i n any a d d i t i o n a l lands or s h a l l be contracted t o exclude lands whenever such 

expansion or c o n t r a c t i o n i s tie- tied to be necessary or advisable to conform w i t h the 

purposes of t h i s agreement. Such expansion or c o n t r a c t i o n s h a l l be e f f e c t e d i n the 

f o l l o w i n g mariner: 

(a) Unit Operator, on .its own motion or on demand of the D i r e c t o r of tire 

Geological Survey, h e r e i n a f t e r r e f e r r e d to as " D i r e c t o r , " or on demand of the1 Land 

Commissioner, a f t e r p r e l i m i n a r y concurrence by the D i r e c t o r , s h a l l prepare a n o t i c e 

of proposed expansion or c o n t r a c t i o n d e s c r i b i n g the contemplated changes i n the 

boundaries oi' the u n i t area, the reasons t h e r e f o r , and the proposed e f f e c t i v e date 

th e r e o f , p r e f e r a b l y , the f i r s t day of a month subsequent to the date of n o t i c e . 

(b) Said n o t i c e s h a l l be deliver?-'; to the Supervisor, the Land Commissioner 

and the State Commission, and copies ther e o f mailed to the l a s t known address of 

each w o r k i n g - i n t e r e s t owner, l.-ssoe, and lessor whose i n t e r e s t s are a f f e c t e d , ad­

v i s i n g t h a t t h i r t y (30) days •.•/:. 13 be allowed for submission to the Unit Operator of 

any o b j e c t i o n s . 

(c) Upon e x p i r a t i o n of the 30-day period provided i n the preceding item 

(b) hereof, Unit Operator s h a l l f i l e w i t h the Supervisor, the Land Commissioner, 

and the State Commission, evidence of m a i l i n g of the n o t i c e of expansion or con­

t r a c t i o n and a copy of any o b j e c t i o n s t h e r e t o which have been f i l e d w i t h the Unit 

Operator, together w i t h ar. a p p l i c a t i o n i n s u f f i c i e n t number, f o r approval of 

such expansion or c o n t r a c t i o n and w i t h appropriate j o i n d e r s . 

(d) A f t e r due co n s i d e r a t i o n of a l l p e r t i n e n t i n f o r m a t i o n , the expansion or 

c o n t r a c t i o n s h a l l , upon approval by the Supervisor, the Land Commissioner, and State 

Commission, become e f f e c t i v e as of the date prescribed i n the n o t i c e t h e r e o f . 

(e) A l l l e g a l s u b d i v i s i o n s of lands ( i . e . , ^0 acres by Government survey 

or i t s nearest lot or tract equivalent; in instances of irregular surveys unusually 

large l o t s or t r a c t s shall be considered in multiples of 'lO.acres or tho nearest 

aliquot equivalent thereof), no parts of which ar<- en t i t l e d to be in a participating 

area on or before the f i f t h anniversary of the 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 uni: agreement, s h a l l be eliminated auto­

matically from t h i s agr'"»nt, effective as of said f i f t h anniversary, and such lands 



s h a l l no longer be a part o t t i . . - u n i t ar--a o t : ; no longer be subject to 

t h i s agr<---rtent, enl--ss dilig--i:t- d r i l l i n g ,,p. ionn ar-- i n progress on u n i t i z e d 

lands not e n t i t l e d to part i c i p a t i on un .-aid f i : • a i . n i v . - r c a r y , i n whioh event a l l 

such lands s h a l l remain suhjo-m h«>r'-t.o for • ng as s-.i-:h d r i l l i n g operations 

are continued d i l i g e n t l y , w i t h not :toro tha:. -lays' tim-- elapsing between the 

completion ol' one such w-11 ar..'; t r r - <;..<•:.':••. nc- :;: :.f - i f the next such w e l l . A l l l e g a l 

s u b d i v i s i o n s o l lands not e-uti !.!••<; to- b-- i n e part ': .-i pat ing area w i t h i n 10 years 

•after the e f f e c t i v e date- o t th-- f i r n t i n i t i a l p a r t i c i p a t i n g area approved under 

t h i s agreement s h a l l b-- u:;to::tot i c a l l y el i : : ; i : , - . t - i l'r- -:r. t h i s agreement as of said 

t e n t h anniversary. A l l land..; t r o y - d nroduofiv- i v u i l i g e n t d r i l l i n g operations 

a'ter the a f o r e s a i d f iv----yc.ar period sha.i.l L-- • r . - - r t i e i p a t i n g i n the same 

manner as during said fiv< —year period. How- v- :•, such d i l i g e n t d r i l l i n g 

operations cease, a l l n o n - p a r t i c i p a t i n g lan u; m a l l be a u t o m a t i c a l l y e l i m i n a t e d 

e f f e c t i v e as of the 91st day th'-r-.-after, i h - u n i t operator s h a l l w i t h i n 90 days 

a f t e r the e f f e c t i v e date of arty e l i m i n a t i o n h'-r--under, describe the area so e l i ­

minated to the- s a t i s f a c t i o n of the ('up. rv tree- .-,•„•! the hand Commissioner and 

promptly n o t i f y a i l p a r t i - s i n i u z ' r ' - r t . 

I f c o i i d i t i o n s warrant extension of th- t- .-.-year period s p e c i f i e d i n t h i s 

subsection 2 (e) , a s i n g l e ezf- n r i o u of not to . xeoed two years may be accomplished 

by consent of the OW-STS of 90;'. oi' the- working i n t e r e s t s i n tho current n o n - p a r t i ­

c i p a t i n g u n i t i z e d lands and the owners of GO'' of the basic r o y a l t y i n t e r e s t s 

( e x c l u s i v e of the basic r o y a l t y i n f e r - s t s 'of th- United States) i n n o n - p a r t i c i p a t i n g 

u n i t i z e d lands with, approval o f t h - D i r e c t o r and hand Commissioner, provided such 

extensioi: a p p l i c a t i o n i s submitted to the D i r e c t o r and the Land Commissioner not 

l a t e r then 60 '.lays p r i o r t o the- --xpiration of .said ten-year p e r i o d . 

Any expansion of the u n i t area pursuant to t h i s s e c t i o n which embraces 

lands t h e r e t o f o r e e l i m i n a t e d pursuant t o t h i s s,bisection 2 (e) s h a l l not be con­

sidered automatic commitment or recommitment of such lands. 

3. UNITIZED LAND AND UPITIZED SUBSTANCES. A l l land committed to t h i s 

agreement s h a l l c o n s t i t u t e lane, r e f e r r e d to lure-in as " u n i t i z e d land" or "land 

subject to t h i s agreement." A l l o i l and gas in any and a l l formations of the 

u n i t i z e d land are u n i t i z e d under the terms oi' t h i s agreement and herein are t r a i l e d 

" u n i t i z e d substances." 

A. UNIT OPERATOR. YATES PETROLEUM CORPORATION 

i s hereby designated as Unit Operator and by signature hereto as Unit Operator 

- i t -



agrees and consents to accept ,ne duti-as and o b l i g a t i o n s o f Unit Operator f o r the 

discovery, development, and pr- .duction M' u n i t i z e d substances as hero i n provided. 

Whenever reference i s cade he r e i n to the Unit Operator, such reference means the 

Unit Operator a c t i n g i n th? capacity and not m; an owner of i n t e r e s t i n u n i t i z e d 

substances, and the term " w o r k i n g - i n t e r e s t owner" when used s h a l l include or 

r e f e r to Unit Operator as the owner of a working i n t e r e s t when such an i n t e r e s t 

i s owned by i t . 

5- RESIGNATION OR REMO'-'AF OF UklT OPERATOR. Unit Operator s h a l l have the 

r i g h t to resign at any time p r i o r t o th- • t.bl isiiment of a p a r t i c i p a t i n g area or 

areas hereunder, but such r e s i g n a t i o n shall, .not become e f f e c t i v e so as to release ̂  

Unit Operator from the u n t i e s and o b l i g a t i o n s of Unit Operator and terminate Unit 

Operator's r i g h t s as such f o r a period of six 6) months a f t e r n o t i c e of i n t e n t i o n 

to r e s i g n has been served by Unit Operator on a i l w o r k i n g - i n t e r e s t owners and the 

Supervisor and the Land Commissioner, and u n t i l a l l w e l l s then d r i l l e d hereunder 

are placed i n a s a t i s f a c t o r y c o n d i t i o n f o r suspension or abandonment whichever i s 

req u i r e d by the Supervisor as to Federal lands and the State Commission as to State 

lands, unless a n--V; Unit Operator s h a l l have b' .-ri selected and approved and s h a l l 

have taken over and assumed th- u n t i e s and o b l i g a t i o n s of Unit Operator p r i o r to 

the e x p i r a t i o n o f said p e r i o d . 

Unit Operator s h a l l hav- tin- r i g h t to res i g n i n l i k e manner and subject to 

l i k e l i m i t a t i o n s as above proviu-.-d at any time a p a r t i c i p a t i n g area established 

hereunder i s i n existence, but. i n a l l instance:; of r e s i g n a t i o n or removal, u n t i l 

a successor u n i t operator i t ; ci lect-.-d ana 'approved as h e r e i n a f t e r provided, the 

wo r k i n g - i n t e r e s t owners s h a l l Lc- j o i n t l y r-esporsible f o r performance of the d u t i e s 

of u n i t operator-, and s h a l l not l a t e r than Ff-0 jays before such r e s i g n a t i o n or r e ­

moval becomes e f f e c t i v e appoint a common agent to -represent them i n any a c t i o n to -

be taken hereunder. 

The- r e s i g n a t i o n o f Unit Operator s h a l l not release Unit Operator from any 

l i a b i l i t y f o r any d e f a u l t by i t hereunder o c c u r r i n g p r i o r t o the e f f e c t i v e date 

of i t s r e s i g n a t i o n . 

The Unit Operator may, upon d e f a u l t or f a i l u r e i n the performance of i t s 

d u t i e s or o b l i g a t i o n s hereunder, bo subject to removal by the same percentage- vote 

o f the owners of working i n t e r e s t s as herein provided f o r the s e l e c t i o n o f a new 

Unit Operator. Such removal s h a l l be eff e e l i v e . upon n o t i c e thereof to the Supervisor 

snr i t h e L a n d era^irn f ; p i n n p r . 



The r e s i g n a t i o n or removal of Unit Operator under t h i s agreement s h a l l 

not terminate i t s . r i g h t , l . i t l - - , or i n t e r . a s r.h... owner of a working i n t e r e s t or 

other i n t e r e s t i n u n i t i z e d substances, but upon the r e s i g n a t i o n or removal of Unit 

Operator becoming e f f e c t i v e , such Unit Operator s h a l l d e l i v e r possession of a l l 

w e l l s , equipment, m a t e r i a l s , and appurtenance s used i n conducting the u n i t opera­

t i o n s to the new duly q u a l i f i e d successor Uni t Operator or to the common agent, 

i f no such new Unit Operator i s e l e c t e d , to be used f o r the purpose of conducting 

u n i t operations hereunder. Nothing herein s n a i l be construed as a u t h o r i z i n g r e ­

moval of any m a t e r i a l , equipment, and appurtenances needed f o r the p r e s e r v a t i o n o f 

any w e l l s . 

6. SUCCESSOR UNIT OPERATOR. Whenever ch^ Unit Operator s h a l l tender h i s 

or i t s r e s i g n a t i o n as Unit Operator or s h a l l be removed as hereinabove provided, 

or a change c f Unit Operator i s negotiated by wo r k i n g - i n t e r e s t owners, the owners 

of the working i n t e r e s t s i n th< p a r t i c i p a t i n g area or areas according to t h e i r r e ­

spective acreage i n t e r e s t s i n such p a r t i c i p a t i n g area or areas, or u n t i l a p a r t i ­

c i p a t i n g area s h a l l have- been e s t a b l i s h e d , the ovmers of the working i n t e r e s t s 

according to t h e i r respooiiv- acreage i n t e r e s t s i n a l l u n i t i z e d land, s h a l l by 

m a j o r i t y vote select a successor Unit Operator: Provided, That, i f a m a j o r i t y 

but l e s s than 75 per cent of the working i n t e r e s t s q u a l i f i e d to vote are owned by 

one p a r t y to t h i s agreement, a concurring vote o f one or more a d d i t i o n a l working 

i n t e r e s t owners s h a l l be required t o s e l e c t a new operator. Such s e l e c t i o n s h a l l 

not become o f f u r t i v e u n t i l 

(a) a Unit Operator so selected s h a l l accept i n w r i t i n g the d u t i e s and 

r e s p o n s i b i l i t i e s of Unit Operator, and 

(b) the s e l e c t i o n shai i have- been approved by the Supervisor and approved 

by the Land Commissioner. 

I f no successor Unit Operator i s selected and q u a l i f i e d as he r e i n provided, 

the D i r e c t o r and the Land Commissioner, a 1 t h e i r e l e c t i o n , may declare t h i s u n i t 

agreement terminated. 

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. I f the Unit Operator 

i s not the sole owner of working i n t e r e s t s , costs, and expenses i n c u r r e d by Unit 

Operator i n conducting u n i t operations hereunder s h a l l be paid and apportioned 

among and borne by the.- owners e f working i n t e r e s t s , a l l i n accordance w i t h the 

agreement or agreements eitteree i n t o by and between the Unit Operator and the 

owners of working i n t e r e s t s , whether one or more, separately or c o l l e c t i v e l y . Any 

agreement or agreements entered i n t o between the working- i n t c r e s t owners and the 



Unit Operator ns provided i n t h i s section, whether one or more, are herein referred 

to as the "unit operating agreement." Such unit operating agreement shall also 

provide the manner in which the working-interest owners shall be e n t i t l e d to re­

ceive t l v i r respective proportionate' and allocated share of the benefits accruing 

hereto i n conformity with t h e i r underlying op-, ra t i n g agreements, leases, or other 

independent contracts, and such other r i g h t s and obligations as between Unit Operator 

"".nd the working-interest owners as may be- agr-ed U p 0 n by Unit Operator and the 

working-inter- st owners; however, no such unit operating agreement shall be deemed 

either to modify any of the terms and conditions of t h i s unit agreement or to re­

lieve the Unit Operator of any r i g h t or obligation established under t h i s unit 

agreement, and i n case of any inconsistency or c o n f l i c t between t h i s unit agreement 

and the unit operating agreement, t h i s unit agreement shall govern. Three true 

copies of any unit operating agreement executed pursuant to t h i s section should 

be f i l e d with the Supervisor and one true copy with the Land Commissioner, pri o r to 

approval of t h i s unit agreement. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise s p e c i f i c a l l y 

provided herein, the exclusive r i g h t , privilege and duty of exercising any and a l l 

r i g h t s of the parties hereto which are necessary or convenient for prospecting f o r , 

producing, storing, allocating, and d i s t r i b u t i n g the unitized substances are here­

by delegated to and shall be exercised by the Unit Operator as herein provided. 

Acceptable evidence of t i t l e to said r i g h t s shall be deposited with said Unit Opera­

tor and, together with t h i s agreement, shall constitute and define the r i g h t s , 

privileges, and obligations of Unit Operator. Nothing herein, however, shall be 

construed to transfer t i t l e to any land or to any lease or operating agreement, 

i t being understood that under t h i s agreement the Unit Operator, i n i t s capacity 

as Unit Operator, shall exercise the r i g h t s of possession and use vested i n the 

parties hereto only for the purposes herein specified. 

9- DRILLING TO DISCOVERY. Within six (6) months a f t e r the effective date 

hereof, the Unit Operator shall begin to d r i l l an adequate test well at a location 

approved by the Supervisor, i f on Federal land, or by the Land Commissioner, i f on 

State land, unless on such effective date a well i s being d r i l l e d conformably with 

the terms hereof, and thereafter continue such d r i l l i n g d i l i g e n t l y u n t i l the 

top 200 (two hundred) feet of the Mississippian formation has been 

tested , or u n t i l at a lesser 

depth unitized substances shall be discovered which can be produced i n paying 



quantities U«>-wit: qu.-mtitv s. . . f f i •: i« n ! • !•• t '.!;• •v„ir of d r i l l i n g , complet­

ing and producing op'-rnt i-.-ii: , v:i t :, " r- ;>;••• r.-r. • : r •• r the Unit Operator s h a l l , 

at any time, establish 'o lis ;;-.ti::f-« i :. .'. ,p- rvinor i 1* on Federal Land, or 

the Land Commissioner i ;' on :'!.?it- Land, 'hat :' ;.••[• - i r i U ing o •' saiu well would 

be unwarranted or in.pm io.-,; \ ; pj- .v ; i- d, • -.- r, L.a' unit Operator shall not, 

i n any event, be require i f> d r i i ; .re;u .-. > . •• e -I, pt:. in e-xctts;; o'" 8,100 

feet. U n t i l tin- discov- ry o;' ••• i - p - s i t f .;.i ' i r substances; eapahP o l being 

•produced i n paying qua::titi-s, th-.- bi.it up- rute.r reai.i continue d r i l l i n g d i l i g e n t l y 

one well at a time, allowing not rw>r>- turn r i .-: F 1 ;., r.ths b--tw-en the compl.;tion 

of one 11 and the beginning of tin- next w- 1 i , i 1 a w-ill capable of producing 

unitized substances in paying quantities i . . >.-;pl'-te-J to the satis f a c t i o n of said 

Supervisor i f i t be on Federal land or o1 the Lund Commissioner i f on State land, 

or u n t i l i t i s reasonably proved that tin.- ur. i t ; r,--d land i s incapable- of producing 

unitized substance i a paying quantities P. tF- formations d r i l l . , d hereunder. 

Nothing i n t h i s section shall o«- deemed to l i m i t the r i g h t of the Ur i t Operator to 

resign .as provided in S--ction b her--of, or --,: jvq t i r i n g Unit Operator to commence 

or continue any d r i l l i n g during t h - period p. riding cueh resignation becoming ef­

fective i n order to comply with the- r. quit, - t i t ; -jf t h i s section.' 'Ihe Director 

and Land Commissioner may modify the d r i l l i n g requirements of t h i s section by 

granting reasonable e-xt -nsions of time when, it, their- opinion, such action i s 

warranted. 

Upon f a i l u r e to common-; :- any well provid- u for i n t h i s section within the 

time allowed, including any extension of time granted by the Supervisor and the 

Land Commissioner, thia agreement w i l l automatica1iy terminate; upon f a i l u r e to 

continue d r i l l i n g d i l i g e n t l y any well commenced hereunder, the Supervisor and the 

Land Commissioner may, a f t e r 1.5-days notice to the Unit Operator, declare t h i s 

unit agreement terminated. 

.0. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months a f t e r 

completion of a well capable of producing unitized substances i n paying quantities, 

the Unit Operator shall submit for the approval of the Supervisor, the Land 

Commissioner, and State Commission an acceptable plan of development and operation 

for the unitized land which, when approved by the Supervisor, the Land Commissioner, 

and State Commission, shall constitute the further d r i l l i n g and operating obligations 

of the Unit Operator under t h i s agreement for the period specified therein. Thereafter, 

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



submit for the approval of the Supervisor, the hand Commissioner, and State Commission 

a plan for an additional specified period for the development and operation of the 

unitized land. 

Any plan submitted pursuant to t h i s section shall provide for the exploration 

of the unitized area and for the d i l i g e n t d r i l l i n g necessary for determination of 

the area or areas thereof capable of producing unitized substances i n paying 

quantities i n each and every productive formation and shall be as complete and 

adequate as the Supervisor, the hand Commissioner, and State Commission may determine 

to be necessary for timely development and proper conservation of the o i l and gas 

resources of the unitized area and sh a l l : 

(a) specify the number and locations of any wells to be d r i l l e d and the 

proposed order and time for such d r i l l i n g ; and 

(b) to the extent practicable specify the operating practices regarded as 

necessary and advisable for proper conservation of natural resources. Separate 

plans may be submitted for separate productive zones, subject to the approval of 

the Supervisor, the Land Commissioner, and State Commission. 

Plans s h a l l be modified or supplemented when necessary to meet changed conditions 

or to protect the interests of a l l parties to t h i s agreement. Reasonable diligence 

shall be exercised i n complying with the obligations of the approved plan of develop­

ment. The Supervisor and the Land Commissioner are authorized to grant a reasonable 

extension of the six-month period herein prescribed for submission of an i n i t i a l 

plan of development where such action i s j u s t i f i e d because of unusual conditions 

or circumstances. After completion hereunder of a well capable of producing any 

unitized substance i n paying quantities, no further wells, except such as may be 

necessary to afford protection against operations not under t h i s agreement and such 

as may be s p e c i f i c a l l y approved by the Supervisor, the Land Commissioner, and State 

Commission, sh a l l be d r i l l e d except i n accordance with a plan of development approved 

as herein provided. 

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of pro­

ducing unitized substances i n paying quantities or as soon thereafter as required by 

the Supervisor, the Land Commisstoner, or the State Commission, the Unit Operator 

sh a l i submit for approval by the Super-visor, the.Land Commissioner, and State 

Commission a schedule, based on subdivisions of the public-land survey or aliquot 

parts thereof, of a l l land then regarded as reasonably proved to be productive i n 

paying quantities; a l l lands i n said schedule on approval of the Supervisor, the 

Land Commissioner, and State Commission to constitute a p a r t i c i p a t i n g area, effective 



as of the date of completion of such w e l l or t h . e f f e c t i v e date of t h i s u n i t agreement, 

whichever i s l a t e r . The acreages of both Federal and non-Federal lands s h a l l be 

based upon app r o p r i a t e computations from the courses and distances shown on the l a s t 

approved p u b l i c - l a n d survey as of the e f f e c t i v e date of each i n i t i a l p a r t i c i p a t i n g 

area. Said schedule s h a l l also set f o r t h the percentage of u n i t i z e d substances to be 

a l l o c a t e d as h e r e i n provided to each t r a c t i n the p a r t i c i p a t i n g area so es t a b l i s h e d , 

and s h a l l govern the a l l o c a t i o n of production commencing w i t h the e f f e c t i v e date 

of the p a r t i c i p a t i n g area. A separate p a r t i c i p a t i n g area s h a l l be est a b l i s h e d f o r 

each separate pool or deposit of u n i t i z e d substances or f o r any group t h e r e o f which 

i s produced as a s i n g l e pool or zone, and any two or more p a r t i c i p a t i n g areas so 

estab l i s h e d may be combined i n t o one, on approval of the Supervisor, the Land Commis­

sioner, and the State Commission. When production from two or more p a r t i c i p a t i n g 

areas, so e s t a b l i s h e d , i s subsequently found to be from a common pool or deposit 

sa i d p a r t i c i p a t i n g areas s h a l l be combined i n t o one, e f f e c t i v e as of such appropriate 

date as may be approved or prescribed by the Supervisor, the Land Commissioner, and 

State Commission. The p a r t i c i p a t i n g area or ai'eas so es t a b l i s h e d s h a l l be revise d 

from time to time, subject to l i k e approval, to include a d d i t i o n a l land then regarded 

as reasonably proved to be productive i n paying q u a n t i t i e s or necessary f o r u n i t 

operations, or to exclude land t.uen regarded as reasonably proved not to be productive 

i n paying q u a n t i t i e s and the schedule of a l l o c a t i o n percentages s h a l l be re v i s e d 

a c c o r d i n g l y . The e f f e c t i v e date of any r e v i s i o n s h a l l be the f i r s t o f the month i n 

which i s obtained the knowledge or i n f o r m a t i o n on which such r e v i s i o n i s predicated, 

provided, however, that a more appropriate e f f e c t i v e date may be used i f j u s t i f i e d by 

the Unit Operator and approved by the Supervisor, the Land Commissioner, and State 

Commission. No land s h a l l be excluded from a p a r t i c i p a t i n g area on account o f de­

p l e t i o n of the u n i t i z e d substances, except that any p a r t i c i p a t i n g area e s t a b l i s h e d 

under the p r o v i s i o n s o f t h i s u n i t agreement s h a l l terminate a u t o m a t i c a l l y whenever a l l 

completions i n the formation on which the p a r t i c i p a t i n g area i s based are abandoned. 

I t i s the i n t e n t o f t h i s s e c t i o n that a p a r t i c i p a t i n g area s h a l l represent the 

area known or reasonably estimated to be productive i n paying q u a n t i t i e s ; but regard­

l e s s of any r e v i s i o n o f the p a r t i c i p a t i n g area, nothing h e r e i n contained s h a l l be 

construed as r e q u i r i n g any r e t r o a c t i v e adjustment f o r production obtained p r i o r to 

the e f f e c t i v e date of the r e v i s i o n o f the p a r t i c i p a t i n g area. 

I n the absence o f agreement, at any time between the Unit Operator and the 

Supervisor, the Land Commissioner, and State Commission, as to the proper d e f i n i t i o n 

or r e d e f i n i t i o n of a p a r t i c i p a t i n g area, or u n t i l a p a r t i c i p a t i n g area has, or areas 



have, been established as provided herein, the portion of a l l payments affected-

thereby shall be impounded i n a manner mutually acceptable to the owners of working 

interests and the Supervisor and the Land Commissioner. Royalties due the United 

States shall be determined by the Supervisor for Federal lands and the Land Commis­

sioner for the State lands and the amount thereof shall be deposited, as directed by 

the Supervisor and the Land Commissioner, to be held as unearned money u n t i l a 

pa r t i c i p a t i n g area i s f i n a l l y approved and then applied as earned or returned i n 

accordance with a determination of the sum due as Federal and State royalty on the 

basis of such approved p a r t i c i p a t i n g area. 

Whenever i t i s determined, subject to the approval of the Supervisor, the Land 

Commissioner, and State Commission that a well d r i l l e d under t h i s agreement i s not 

capable of production i n paying quantities and inclusion of the land on which i t i s 

situated i n a p a r t i c i p a t i n g area i s unwarranted, production from such well s h a l l , 

for the purposes of settlement among a l l parties other than working-interest owners, 

be allocated to the land on which the well i s located unless such land i s already 

within the p a r t i c i p a t i n g area established for the pool or deposit from which such 

production i s obtained. Settlement for working interest benefits from such a well 

s h a l l be made as provided i n the unit operating agreement. 

Determination as to whether a well completed within the Unit Area p r i o r to the 

effective date of t h i s agreement i s capable of producing unitized substances i n paying 

quantities s h a l l be deferred u n t i l an i n i t i a l p a r t i c i p a t i n g area i s established as a 

result of the completion of a well for production i n paying quantities i n accordance 

with Section 9 hereof. 

12. ALLOCATION OF PRODUCTION. A l l u n i t e d substances produced from each 

pa r t i c i p a t i n g area established under t h i s agreement, except any part thereof used i n 

conformity with good operating practices with i n the unitized area for d r i l l i n g , opera­

t i n g , camp, and other production or development purposes, for repressuring or 

recycling i n accordance with a plan of development approved by the Supervisor, Land 

Commissioner, and State Commission, or unavoidable l o s t , s h a l l be deemed to be pro­

duced equally on an acreage basis from the several t r a c t s of unitized land of the 

p a r t i c i p a t i n g area established for such production and, for the purpose of determining 

any benefits accruing under t h i s agreement, each such t r a c t of unitized land s h a l l have 

allocated to i t such percentage of said production as the number of acres of such 

tra c t included i n said p a r t i c i p a t i n g area bears to the t o t a l acres of unitized 

land i n said p a r t i c i p a t i n g area, except that a l l o c a t i o n of production hereunder 

for purposes other than for settlement of the royalty, overriding royalty, or 

payment out of production obligations of the respective working-interest owners, 

sha l l be on the basis prescribed i n the unit operating agreement whether i n con­

formity with the basis of allo c a t i o n herein set f o r t h or otherwise. I t i s hereby 



agreed t h a t production oi' u n i t i z e d substances from a p a r t i c i p a t i n g area s h a l l be 

a l l o c a t e d as provided h e r e i n regardless of whether any w e l l s are d r i l l e d on any 

p a r t i c u l a r p a r t or t r a c t o f said p a r t i c i p a t i n g area. I f any gas produced from 

one p a r t i c i p a t i n g area i s used f o r repressuring or r e c y c l i n g purposes i n another 

p a r t i c i p a t i n g area, the f i r s t gas withdrawn from such last-mentioned p a r t i c i p a t i n g 

area f o r sale during the l i f e of t h i s agreement s h a l l be considered to be the gas 

so t r a n s f e r r e d u n t i l an amount >-qual to tha t t r a n s f e r r e d s h a l l be so produced f o r 

sale and such gas s h a l l be a l l o c a t e d to the p a r t i c i p a t i n g area from which i n i t i a l l y 

produced as such 3.rC'3 W3.S l a s t defined at the time of such f i n a l production. 

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAMP OR FORMATIONS. Any 

pa r t y hereto owning or c o n t r o l l i n g the working i n t e r e s t i n any u n i t i z e d land having 

thereon a r e g u l a r w e l l l o c a t i o n may w i t h the approval of the Supervisor and the 

Land Commissioner, at such party's sole r i s k , costs, and expense, d r i l l a w e l l to 

t e s t any formation f o r which a p a r t i c i p a t i n g area has not been established or to 

t e s t any formation i'or which a p a r t i c i p a t i n g area has been established i f such 

l o c a t i o n i s not w i t h i n said p a r t i c i p a t i n g area, unless w i t h i n 90 days of r e c e i p t 

o i n o t i c e freim said p a r t y of h i s i n t e n t i o n to d r i l l the w e l l the Unit Operator 

e l e c t s and commences to d r i l l such a w e l l i n l i k e manner as other w e l l s are d r i l l e d 

by the Unit Operator under t h i s agreement. 

I f any w e l l d r i l l e d as a f o r e s a i d by a w o r k i n g - i n t e r e s t owner r e s u l t s i n 

production such t h a t the land upon which i t i s s i t u a t e d may p r o p e r l y be included 

i n a p a r t i c i p a t i n g area, such p a r t i c i p a t i n g area s h a l l be es t a b l i s h e d or enlarged 

as provided i n t h i s agreement and the w e l l s h a l l t h e r e a f t e r be operated by the 

Unit Operator i n accordance w i t h the terms of t h i s agreement and the u n i t o p e r a t i n g 

agreement. 

I f any w e l l d r i l l e d as af o r e s a i d by a w o r k i n g - i n t e r e s t owner obtains pro­

d u c t i o n i n q u a n t i t i e s i n s u f f i c i e n t to j u s t i f y the i n c l u s i o n of the land upon which 

such w e l l i s s i t u a t e d i n a p a r t i c i p a t i n g area, such w e l l may be operated and pro­

duced by the pa r t y d r i l l i n g the same subject to the conservation requirements of 

t h i s agreement. The r o y a l t i e s i n amount or value of production from any such w e l l 

s h a l l be paid as s p e c i f i e d i n the un d e r l y i n g lease and agreements a f f e c t e d . 

i h . ROYALTY SETTLEMENT. The United States and any State and any r o y a l t y 

owner who i s e n t i t l e d to take i n k i n d a share of the substances now u n i t i z e d here­

under s h a l l h e r e a f t e r be e n t i t l e d to the r i g h t to take i n k i n d i t s share of the 

u n i t i z e d substances, and the Unit Operator, or the w o r k i n g - i n t e r e s t owner i n case 
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o f the o p e r a t i o n of a w e l l by a w o r k i n g - i n t e r st owner as he r e i n provided f o r i n 

sp e c i a l cases, s h a l l make d e l i v e r i e s of such r o y a l t y share taken i n k i n d i n con­

f o r m i t y w i t h the a p p l i c a b l e c o n t r a c t s , law:.;, and r e g u l a t i o n s . Settlement f o r roy­

a l t y i n t e r e s t not taken i n k i n d s h a l l be made by w o r k i n g - i n t e r e s t owners responsible 

t h e r e f o r under e x i s t i n g c o n t r a c t s , laws, and r e g u l a t i o n s , or by the Unit Operator, 

on or before the l a s t day of each month f o r u n i t i z e d substances produced d u r i n g 

the preceding calendar month; provided, however, th a t nothing h e r e i n contained 

s h a l l operate t o r e l i e v e the lessees of any land from t h e i r r e spective lease o b l i ­

g ations f o r the payment of any r o y a l t i e s due under t h e i r leases. 

I f gas obtained from lands not subject to t h i s agreement i s introduced 

i n t o any p a r t i c i p a t i n g area hereunder, f o r use i n rep r e s s u r i n g , s t i m u l a t i o n o f 

pro d u c t i o n , or in c r e a s i n g ultimate- recovery, i n conformity w i t h a plan of opera­

t i o n s approved by the Supervisor and the Land Commissioner, a l i k e amount of gas, 

a f t e r settlement as her e i n provided f o r any gas t r a n s f e r r e d from any other p a r t i ­

c i p a t i n g area and w i t h appropriate deduction f o r loss from any cause, may be w i t h ­

drawn from the formation i n t o which the gas i s introduced, r o y a l t y free as to dry 

gas, but not as t o any products which may be- ex t r a c t e d therefrom; provided t h a t 

such withdrawal s h a l l be at such time as may bo provided i n the approved plan of 

operations or as may otherwise be consented to by the Supervisor and the Land 

Commissioner as conforming to good petroleum engineering p r a c t i c e ; and provided 

f u r t h e r , t h a t such'right of withdrawal s h a l l terminate on the t e r m i n a t i o n of t h i s 

u n i t agreement. 

Royalty due the United States s h a l l be computed as provided i n the o p e r a t i n g 

r e g u l a t i o n s and paid i n value or d e l i v e r e d i n k i n d as to a l l u n i t i z e d substances 

on the basis of the amounts there o f a l l o c a t e d to u n i t i z e d Federal land as provided 

h e r e i n at the r a t e s s p e c i f i e d i n the r e s p e c t i v e Federal leases, or at such lower 

r a t e or r a t e s as may be authorized by law or r e g u l a t i o n ; provided, t h a t f o r leases 

on which the r o y a l t y r a t e depends on the d a i l y average production per w e l l , s a i d 

average production s h a l l be determined i n accordance w i t h the o p e r a t i n g r e g u l a t i o n s 

as though each p a r t i c i p a t i n g area were a s i n g l e consolidated lease. 

Royalty due on account of State lands s h a l l be computed and paid on the 

basis of a l l u n i t i z e d substances a l l o c a t e d to such lands. 

15. RENTAL SETTLEMENT. Rental or minimum r o y a l t i e s due on leases committed 

hereto s h a l l be paid by w o r k i n g - i n t e r e s t owners responsible t h e r e f o r under e x i s t i n g 

c o n t r a c t s , laws, and r e g u l a t i o n s , provided t h a t nothing h e r e i n contained s h a l l 
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operate to r e l i e v e the lessees o 1' any land from t h e i r r espective lease o b l i g a t i o n s 

f o r the payment of any r e n t a l or minimum r o y a l t y due under t h e i r leases. Rental 

or minimum r o y a l t y l'or lands of the United States subject to t h i s agreement s h a l l 

be paid at the r a t e s p e c i f i e d i n the resp e c t i v e leases from the United States un­

les s such r e n t a l or minimum r o y a l t y i s v/aived, suspended, or reduced by law or by 

approval of the Secretary or h i s duly authorized r e p r e s e n t a t i v e . 

Rentals on State of New Mexico lands subject t o t h i s agreement s h a l l be 

paid a t the r a t e s s p e c i f i e d i n the respective- leases. 

With respect to any lease on non-Federal land c o n t a i n i n g p r o v i s i o n s which 

would terminate such lease unless d r i l l i n g operations are commenced upon the land 

covered thereby w i t h i n the time t h e r e i n s p e c i f i e d or r e n t a l s are paid f o r the p r i ­

v i l e g e of d e f e r r i n g such d r i l l i n g operations, the r e n t a l s r e q u i r e d thereby s h a l l , 

n o t w i t h s t a n d i n g any other p r o v i s i o n of t h i s agreement, be deemed to accrue and be­

come payable during the term t h e r e o f as extended by t h i s agreement and u n t i l the 

requ i r e d d r i l l i n g operations are commenced upon the land covered thereby or u n t i l 

some p o r t i o n of such land i s included w i t h i n a p a r t i c i p a t i n g area. 

16. CONSERVATION. Operations hereunder and production of u n i t i z e d substances 

s h a l l be conducted to provide f o r the most economical and e f f i c i e n t recovery of 

said substances 'without waste, as defined by or pursuant to State or Federal law 

or r e g u l a t i o n . 

17. DRAINAGE. The Unit Operator s h a l l take such measures as the Supervisor 

and Land Commissioner deem appropriate and ado-quat' to prevent drainage of u n i t i z e d 

substances from u n i t i z e d land by w e l l s on land not subject to t h i s agreement. 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, c o n d i t i o n s , 

and p r o v i s i o n s of a l l leases, subleases, and other c o n t r a c t s r e l a t i n g to e x p l o r a t i o n , 

d r i l l i n g , development, or operation f o r o i l or gas on lands committed to t h i s agree­

ment are hereby expressly modified and amended to the extent necessary to make the 

same conform to the p r o v i s i o n s hereof, but otherwise to remain i n f u l l force and 

e f f e c t ; and the p a r t i e s hereto hereby consent t h a t the Secretary, as to Federal 

leases and the Land Commissioner, as to Stat- leases, s h a l l and each by h i s ap­

pro v a l hereof, or by the approval hereof by h i s duly authorized r e p r e s e n t a t i v e , 

does hereby e s t a b l i s h , a l t e r , change, or revoke the d r i l l i n g , producing, r e n t a l , 

minimum r o y a l t y , and r o y a l t y requirements of Federal and State leases committed 

hereto and the r e g u l a t i o n s i n respect t h e r e t o to conform said requirements to the 

pr o v i s i o n s of t h i s agreement, and without l i m i t i n g the g e n e r a l i t y o f the foregoing. 



a l l lease::,, sub.l eases, and contracts are' part ie.ul.arly modified i n accordance with 

the following: 

(a) The development and operation of lands subject to t h i s agreement under 

the terms therof shall be deemed f u l l performance of a l l obligations for develop-
t 

ment and operation with respect to each and every separately owned t r a c t subject 

to t h i s agreement, regardless of whether there i s any development of any particu­

l a r t r a c t of the unit area. 

(b) D r i l l i n g and producing operations performed hereunder upon any t r a c t 

of unitized lands w i l l be accepted and deemed to be performed upon and for the 

benefit of each and every t r a c t of unitized land, and no lease shall he deemed to 

expire by reason of f a i l u r e to d r i l l or produce wells situated on the land therein 

embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l unitized lands 

pursuant to di r e c t i o n or consent of the Secretary and the Land Commissioner, or 

his duly authorized representative, shall be deemed to constitute such suspension 

pursuant to such dire c t i o n or consent as to each and every t r a c t of unitized land. 

A suspension of d r i l l i n g or producing operations l i m i t e d to specified lands shall 

be applicable only to such lands. 

(d) Each lease, sublease, or contract r e l a t i n g to the exploration, d r i l l i n g , 

development or operation for o i l or gas of lands other than those of the United 

States and State of New Mexico committed to t h i s agreement, v/hich, by , i t s terms 

might expire p r i o r to the termination of t h i s agreement, i s hereby extended beyond 

any such terms so provided therein so that i t shall be continued i n f u l l force and 

effect for and during the term of t h i s agreement. 

(e) Any Federal lease for a fixed term of twenty (20) years or any renewal 

thereof or any part of such lease which i s made subject to t h i s agreement shall con­

tinue i n force beyond the term provided therein u n t i l the termination hereof. Any 

other Federal lease committed hereto shall continue i n force beyond the term so 

provided therein or by law as to the land committed so long as such lease remains 

subject hereto, provided that production i s had i n paying quantities under t h i s unit 

agreement p r i o r to the expiration date of the term of such lease, or i n the event 

actual d r i l l i n g operations are commenced on unitized land, i n accordance with the 

provisions of t h i s agreement, p r i o r to the end of the primary term of such lease 

and are being d i l i g e n t l y prosecuted at that time, such lease shall be extended for 

two years and so long thereafter as o i l or gas i s produced i n paying Quantities i n 



accordance with the provisions of the Mineral Leasing Act Revision of i960. 

( f ) Each sublease or contract r e l a t i n g to the operation and development of 

unitized substances from lands of the United States committed to t h i s agreement, 

which by i t s terms would expire p r i o r to the time at which the underlying lease, 

as extended by the immediately preceding paragraph, w i l l expire, i s hereby extended 

beyond any such term so provided therein so that i t s h a l l be continued i n f u l l force 

and effect for and during the term of the underlying lease as such term i s herein 

extended. 

(g) The segregation of any Federal Lease committed to t h i s agreement i s 

governed by the following provision i n the fourth paragraph of Sec. 17 ( j ) of the 

Mineral Leasing Act, as amended by the Act of September 2, i960 (7^ Stat. 781-784): 

"Any (Federal) lease heretofore or hereafter committed to any such ( u n i t ) Plan em­

bracing lands that are i n part within and i n part outside of the area covered by 

any such plan shall be segregated into separate leases as to the lands committed 

and the lands not committed as of the e f f e c t i v e date of u n i t i z a t i o n : Provided 

however, that any such lease as to the nonunitized portion s h a l l continue i n force 

and effect for the term thereof but for not less than two years from the date of 

such segregation and so long thereafter as o i l or gas i s produced i n paying quanti­

t i e s . " 

(h) I n the event the I n i t i a l Test Well i s commenced pri o r to the expiration 

date of the shortest term State Lease within the Unit Area, any lease embracing 

lands of the State of New Mexico which i s made subject to t h i s agreement, s h a l l 

continue i n force beyond the term provided therein as to the lands committed hereto 

u n t i l the termination hereof. 

( i ) Any lease embracing lands of the State of New Mexico having only a 

portion of i t s lands committed hereto, shall be segregated as to the protion com­

mitted and the portion not committed, and the terms of such lease shall apply 

separately to such segregated protions commencing as of the effective date hereof; 

provided, however, notwithstanding any of the provisions of t h i s agreement to the 

contrary any lease embracing lands of the State of New Mexico having only a portion 

of i t s lands committed hereto shall continue i n f u l l force and effect beyond the 

term provided therein as to a l l lands embraced i n such lease, i f o i l or gas i s dis­

covered and i s capable of being produced i n paying quantities from some part of 

the lands embraced i n such lease at the expiration of the secondary term of such 

lease; or i f , at the expiration of the secondary term, the leasee or the Unit Opera­

tor i s then engaged i n bona ficle d r i l l i n g or reworking operations on some part of 

the lands embraced i n such lease, the same as to a l l lands embraced therein, s h a l l 
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remain i n f u l l force and effect so long as such operations are being d i l i g e n t l y 

prosecuted, and i f they result i n the production of o i l or gas; said lease shall 

continue i n f u l l force and effect as to a l l of the lands embraced therein, so long 

thereafter as o i l or gas i n paying quantities i s being produced from any portion 

of said lands. 

19. COVENANTS RUN WITH LAND. The covenants herein s h a l l be construed to be 

covenants running with the land with respect to the interest of the parties hereto 

and t h e i r successors i n interest u n t i l t h i s agreement terminates, and any grant, 

transfer, or conveyance, or interest i n land or leases subject hereto shall be and 

hereby i s conditioned upon the assumption of a l l privileges and obligations hereunder 

by the grantee, transferee, or other successor i n i n t e r e s t . No assignment or trans­

fer of any working i n t e r e s t , royalty, or other interest subject hereto shall be 

binding upon Unit Operator u n t i l the f i r s t day of the calendar month a f t e r Unit 

Operator 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 of transfer. 

20. EFFECTIVE DATE AND ''ERM. This agreement shall become effective upon 

approval by the Secretary and the Land Commissioner or his duly authorized repre­

sentative, and shall terminate f i v e (5) years from said effective date unless 

(a) such date of expiration i s extended by the Director and the Land Com­

missioner, or 

(b) i t i s reasonably determined p r i o r to the expiration of the fixed term 

or any extension thereof that the unitized land i s incapable of production of uni­

ti z e d substances i n paying quantities i n the formations tested hereunder and a f t e r 

notice of intention to terminate the agreement on such ground i s given by the Unit 

Operator to a l l parties i n interest at t h e i r l a s t known addresses, the agreement 

i s terminated with the approval of the Supervisor and the Land Commissioner, or 

(c) a valuable discovery of unitized substances has been made or accepted 

on unitized land during said i n i t i a l term or any extension thereof, i n which event 

the agreement shall remain i n effect for such term and so long as unitized substances 

are produced i n quantities s u f f i c i e n t to pay for the cost of producing same from 

wells on unitized land within any p a r t i c i p a t i n g area established hereunder and, 

should production cease, so long thereafter as d i l i g e n t operations are i n progress 

for the restoration of production or discovery of new production and so long there­

a f t e r as unitized substances so discovered are produced as aforesaid, or 



(d) i t i s terminated as heretofore provided i n t h i s agreement. This agree­

ment may be terminated at any time by not less than 75 per centum, on an acreage 

basis, of the working-interest ov/ners signatory hereto,-with the approval of the 

Supervisor and the Land Commissioner; notice of any such approval to be given by the 

Unit Operator to a l l parties hereto. 

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director ts 

hereby vested with authority to a l t e r or modify from time to time i n his discretion 

the quantity and rate of production under t h i s agreement when such quantity and 

rate i s not fixed pursuant to Federal or State law or does not conform to any state­

wide voluntary conservation or allo c a t i o n program, which i s established, recognized, 

and generally adhered to by the majority of operators i n such State, such authority 

being hereby l i m i t e d to a l t e r a t i o n or modification i n the public i n t e r e s t , the pur­

pose thereof and the public interest to be served thereby to be stated i n the order 

of a l t e r a t i o n or modification. Without regard to the foregoing, the Director i s 

also hereby vested with authority to a l t e r or modify from time to time i n his dis­

cretion the rate of prospecting and development and the quantity and rate of pro­

duction under t h i s agreement when such a l t e r a t i o n or modification i s i n the interest 

of a t t a i n i n g the conservation objectives stated i n t h i s agreement and i s not i n 

v i o l a t i o n of any applicable Federal or State law. 

Powers i n t h i s section vested i n the Director shall only be exercised a f t e r 

notice to Unit Operator and opportunity for hearing to be held not less than 15 

days from notice. 

22. APPEARANCES. Unit Operator s h a l l , after notice to other parties affected, 

have the r i g h t to appear for and on behalf of any and a l l interests affected hereby 

before the Department of the I n t e r i o r and the Commissioner of Pulbic Lands and to 

appeal from orders issued under the regulations of said Department or Land Commis­

sioner or to apply for r e l i e f from any of said regulations or i n any proceedings 

r e l a t i v e to operations before the Department of the I n t e r i o r or the Land Commission­

er or any other l e g a l l y constituted authority; provided, however, that any other 

interested party shall also have the r i g h t at his own expense to be heard i n any 

such proceeding. 

23- NOTICES. A l l notices, demands, or statements required hereunder to be 

given or 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 and personally delivered to the party or sent by postpaid registered or 

c e r t i f i e d mail, addressed to such party or parties at t h e i r respective addresses 



set f o r t h i n connection with the signatures hereto or to the r a t i f i c a t i o n or con­

sent hereof or to such other address as any such party may have furnished i n w r i t i n g 

to party sending the notice, demand or statement. 

2k. NO WAIVER OF CERTAIN RIGHTS. Nothing i n t h i s agreement contained shall 

be construed as a waiver by any party hereto of the r i g h t to assert any legal or 

cons t i t u t i o n a l r i g h t or defense as to the v a l i d i t y or i n v a l i d i t y of any law of the 

State wherein said unitized lands are located, or of the United States, or regula­

tions issued thereunder i n any way aff e c t i n g such party, or as a waiver by any such 

party of any r i g h t beyond his or i t s authority to waive. 

25- UNAVOIDABLE DELAY. A l l obligations under t h i s agreement requiring the 

Unit Operator to commence or continue d r i l l i n g or to operate on or produce unitized 

substances from any of the lands covered by t h i s agreement shall be suspended while 

the Unit Operator despite the exercise of due care and diligence, i s prevented from 

complying with such obligations, i n whole or i n part, by s t r i k e s , acts of God, 

Federal, State, or municipal law or agencies, unavoidable accidents, uncontrollable 

delays i n transportation, i n a b i l i t y to obtain necessary materials i n open market, 

or other matters beyond the reasonable control of the Unit Operator whether similar 

to matters herein enumerated or not. No unit obligation which i s suspended under 

t h i s section shall become due less than t h i r t y (JO) days a f t e r i t has been deter­

mined that the suspension i s no longer applicable. Determination of creditable 

"Unavoidable Delay" time shall be made by the unit operator subject to approval of 

the Supervisor and the Land Cor.imissioner. 

26. NONDISCRIMINATION. In connection with the performance of work under 

t h i s agreement, the operator agrees to comply with a l l the provisions of section 

202 (1) to (7) inclusive of Executive Order 112^6 (30 F.R. 12319), as amended, 

which are hereby incorporated by reference i n t h i s agreement. 

27- LOSS OF TITLE. In the event t i t l e to any t r a c t of unitized land 

s h a l l f a i l and the true owner cannot be induced to j o i n i n t h i s unit agreement, 

such t r a c t shall be automatically regarded as not committed hereto and there shall 

be such readjustment of future costs and benefits as may be required on account of 

the loss of such t i t l e . In the event of a dispute as to t i t l e as to any royalty, 

working i n t e r e s t , or other interests subject thereto, payment or delivery on account 

thereof may be withheld without l i a b i l i t y for interest u n t i l the dispute i s f i n a l l y 

s e t t l e d ; provided, that, as to Federal and State land or leases, no payments of 



funds due the United States or the State of New Mexico should be withheld, but 

such funds s h a l l be deposited as directed by the Supervisor and such funds of the 

State of New Mexico s h a l l be deposited as directed by the Land Commissioner, to be 

held as unearned money pending f i n a l settlement of the t i t l e dispute, and then 

applied as earned or returned i n accordance with such f i n a l settlement. 

Unit Operator as such i s relieved from any res p o n s i b i l i t y for any defect 

or f a i l u r e of any t i t l e hereunder. 

28. NON-JOINDER AND SUBSEQUENT JOINDER. I f the owner of any substantial 

interest i n a t r a c t w i t h i n the unit area f a i l s or refuses to subscribe or consent 

to t h i s agreement, the owner of the working interest i n that t r a c t may withdraw said 

t r a c t from t h i s agreement by wr i t t e n notice delivered to the Supervisor, the Land 

Commissioner, the State Commission, and the Unit Operator p r i o r to the approval 

of t h i s agreement by the Supervisor. Any o i l or gas interests i n lands with i n the 

unit area not committed hereto p r i o r to submission of t h i s agreement for f i n a l 

approval may thereafter be committed hereto by the owner or owners thereof sub­

scribing or consenting to t h i s agreement, and, i f the interest i s a working i n t e r e s t , 

by the owner of such interest also subscribing to the unit operating agreement. 

After operations are commenced hereunder, the r i g h t of subsequent joinder, as 

provided i n t h i s section, by a working-interest owner i s subject to such require­

ments or approvals, i f any, pertaining to such joinder, as may be provided for i n 

the unit operating agreement. After f i n a l approval hereof, joinder by a non-working 

interest owner must be consented to i n w r i t i n g by the working-interest owner 

committed hereto and responsible for the payment of any benefits that may accrue 

hereunder i n behalf of such non-v/orking i n t e r e s t . A non-working interest may not 

be committed to t h i s unit unless the corresponding working interest i s committed 

hereto. Joinder to the unit agreement by a working-interest owner, at any time, 

must be accompanied by appropriate joinder to the unit operating agreement, i f more 

than one committed working-interest owner i s involved, i n order for the interest 

to be regarded as committed to t h i s unit agreement. Except as may otherwise herein 

be provided, subsequent joinders to t h i s agreement s h a l l be eff e c t i v e as of the 

f i r s t day of the month following the f i l i n g with the Supervisor, the Land Commissioner, 

and the State Commission of duly executed counterparts of a l l or any papers 

necessary to establish effective commitment of any tr a c t to t h i s agreement unless 

objection to such joinder i s duly made wit h i n s i x t y (60) days by the Supervisor, 

the Land Commissioner, or State Commission. 



29- COUNTERPARTS. This agreement may be executed i n any number of counter­

parts no one of 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 separate instrument i n w r i t i n g s p e c i f i c a l l y r e f e r r i n g hereto and 

shal l be binding upon a l l those parties who have executed such a counterpart, r a t i ­

f i c a t i o n , or consent hereto with the same force and effect as i f a l l such parties 

had signed the same document and regardless of whether or not i t i s executed by a l l 

other parties owning or claiming an interest i n the lands within the above-described 

un i t area. 

JO. SURRENDER. Nothing i n t h i s agreement shall p r o h i b i t the exercise by any 

working-interest owner of the r i g h t to surrender vested i n such party by any lease, 

sublease, or operating agreement as to a l l or any part of the lands covered thereby, 

provided that each party who w i l l or might acquire such working interest by such 

surrender or by f o r f e i t u r e as hereafter set f o r t h , i s bound by the terms of t h i s 

agreement. 

I f , as a result of any such surrender, the working interest r i g h t s as to 

such lands become vested i n any party other than the fee owner of the unitized sub­

stances, said party may f o r f e i t such r i g h t s and further benefits from operation 

hereunder as to said land to the party next i n the chain of t i t l e who shall be and 

become the owner of such working i n t e r e s t . 

I f , as the result of any such surrender or f o r f e i t u r e , working interest r i g h t s 

become vested i n the fee owner of the unitized substances, such owner may: 

(!) Accept those working-interests r i g h t s subject to t h i s agreement and 

the u n i t operating agreement; or 

(2) Lease the portion of such land as i s included i n a p a r t i c i p a t i n g area 

established hereunder subject to t h i s agreement and the unit operating agreement. 

(3) Provide for the independent operation of any part of such land that are 

not then included within a p a r t i c i p a t i n g area established hereunder. 

I f the fee owner of the unitized substances does not accept the working-

interest r i g h t s subject to t h i s agreement and the unit operating agreement or lease, 

such lands as above-provided within six (6) months a f t e r the surrendered or fo r ­

f e i t e d working-interest r i g h t s become vested i n the fee owner, the benefits and 

obligations of operations accruing to such lands under t h i s agreement and the unit 

operating agreement shall be shared by the remaining owners of unitized working 

interests i n accordance with t h e i r respective working interest ownerships, and 

such owners or working interests shall compensate the fee owner of unitized sub-
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stances i n such lands by paying sums equal to the rentals, minimum r o y a l t i e s , and 

royal t i e s applicable to such lands under the lease i n effect when the lands were 

unitized. 

An appropriate accounting and settlement shall be made, for a l l benefits 

accruing to cr payments and expenditures made or incurred on behalf of such surren­

dered or f o r f e i t e d working inte-rest subsequent to the date of surrender or f o r f e i t u r e , 

and payment of any moneys founo to be owing by such an accounting shall be made as 

between the parties within t h i r t y (JO) days. In the event no unit operating agree­

ment i s i n existence and a mutually acceptable agreement between the proper parties 

thereto cannct be consummated, the Supervisor may prescribe such reasonable and 

equitable agreement as he deems warranted under the circumstances. 

The exercise of any ri g h t vested i n a working-interest owner to reassign 

such working interest to the party from whom obtained shall be subject to the same 

conditions as set f o r t h i n t h i s section i n regard to the exercise of a r i g h t to 

surrender. 

31. TAXES. The working-interest owners shall render and pay for t h e i r ac­

count and the account of the royalty owners a l l v a l i d taxes on or measured by the 

unitized substances i n and under or that may be produced, gathered, and sold from 

the land subject to t h i s contract af t e r the effective date of t h i s agreement, or 

upon the proceeds derived therefrom. The working-interest owners on each t r a c t 

s h a l l and may charge the proper proportion' of said taxes to the royalty owners 

having interests i n said t r a c t , and may currently r e t a i n and deduct s u f f i c i e n t of 

the unitized substances or derivative products, or net proceeds thereof from the 

allocated share of each royalty owner to secure reimbursement for the taxes so paid'. 

No such taxes shall be charged to the United States or the State of New Mexico or 

to any lessor who has a contract with his lessor who has a contract with his lessee 

which requires the lessee to pay such taxes. 

32. NO PARTNERSHIP. I t i s expressly agreed that the r e l a t i o n of the parties 

hereto i s that of independent contractors and nothing i n t h i s agreement contained, 

expressed, or implied, nor any operations conducted hereunder, shall create or be 

deemed to have created a partnership or association between the parties hereto or 

any of them. 

33- CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working-

interest owners, nor any of them, shall be subject to any f o r f e i t u r e , termination, 

or expiration of any r i g h t hereunder or under any leases or contracts subject hereto, 
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or to any penalty or l i a b i l i t y on account of .'winy or f a i l u r e i n whole or i n part 

to comply with any applicable provisions thereof to the extent that the said Unit 

Operator or the working-interest owners, or any of them, are hindered, delayed, or 

prevented from complying therewith by reason of f a i l u r e of the Unit Operator to 

cbtain, i n the exercise of due diligence, the concurrence of proper representatives 

of the United States and proper representatives of the State of New Mexico i n and 

about any matters or things concerning which i t i s required herein that such con­

currence be obtained. The parties hereto, including the State Commission, agree 

that a l l powers and authority vested i n the State Commission i n and by any provi­

sions of t h i s agreement are vested i n the State Commission and shall be exercised 

by i t pursuant to the provisions of the laws of the State of New Mexico and subject 

i n any case to appeal or j u d i c i a l review as may now or hereafter be provided by the 

laws of the State of New Mexico. 

3't. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing i n t h i s 

agreement shall modify or change either the special Federal Lease stipu l a t i o n s re­

l a t i n g to surface management or such special Federal Lease stipu l a t i o n s r e l a t i n g 

to surface and environmental protection, attached to and made a part of, O i l and 

Gas Leases covering lands within the Unit Area. 

IN WITNESS WHEREOF, the parties hereto have caused t h i s agreement to be 

executed and have set opposite t h e i r respective names the date of execution. 

ATTEST: YATES PETROLEUM CORPORATION 

UNIT OPERATOR 

STATE OF NEW MEXICO ) 
) ss 

COUNTY OF EDDY ) 

New Mexico 

The foregoing instrument was acknowledged before me this {p~hh day of 

who i s 

of YATES PETROLEUM CORPORATION, a 
(State of Incorp.) 

c -< -
•:\s ('n \ \ v . 

res: 

corporation, for and on behalf of said Corporation. 

Nbtary ^ f c l i c 
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EXHIBIT "A" 
„ „ 41. 75^5 Hills Unit Area 

— - Unit Outline 
^ Ftf<// County, New Mexico 
Q j Tract No. 

Federal Lands 
3,720. 0 0 Acres 
State of New Mexico Lands 
1 ,360 .00 Acres 

• 

Fee Lands 
4 0 . 0 0 Acres 
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CONSENT AND RATI VI ('.A I' I ON 

NORTH 'MAS HILLS UNJT AGREEMENT 

EDDY COUNTY, NEW MEXICO 

The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreencnt for the Development and Operation of the 

North Texas H i l l s Unit Area embracing lands situated i n Eddy County, New " 

Mexico, which said Agreemen'. i s dated the 13th day of January, 1979i 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 interests i n the lands or minerals embraced i n said Unit 

Area, as indicated on the schedule attached to said Unit Agreement as Exhibit 

"B", do hereby commit a l l of the i r said interests to the North Texas Hilli? 

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 o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, th i s instrument i s executed by the undersigned as 

of the date set fo r t h in their respective acknowledgments. 

WAINOCO 011/4.GAS COMPANY 
/ ^ fe^^.< t- - ̂ < <r - ----

( j i . A. Jf4aubion, Vice President 

/- z- y INDIVIDUAL 

STATE OF ) 
) SS. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s day of 
,1979, by . 

My Commission Expires: 

Notary Public 

CORPORATE 

STATE OF ~TfctQ$ ) 
) SS. 

COUNTY OF fjA££/5 ) 

The foregoing instrument was acknowledged before me t h i s (fr day of 

President 

of li)A/A]6gfl OIL ites&mWfa 7E*4s 
corporation, on behalf of said corporation. 

My Commission Expires: ( f j j . 

'ary Public 

LINDA S. HILDENBRANO 
'htsry Public in and far Harris County, Jgps 
My Commission Excires Mav 18. 1SL 
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• •<::;.-KW': A:;! . A 
!i Y\:/.,\r, l i l i :'. 

a- r.iv.ru. 

Tho undersigned, '. wh<-' r one or' n.o:•• •) :."• acknowledger: receipt 

of a copy of the Uni t Agreement for 'he i v lOpiM-nt and Operation of the 

North Texas H i l l s Uni) Area <-rr; brae ing }nr. :•• :•• '. .nt od in Kddy County, New • 

Mexico, which said Agreenion' i :• date-! ! h<: l : 't, day of -January, 1979, and 

acknowl edge thai they have nan the nanr a;ni nc- t'awi l i a r with the terms and 

conditions thereof. Th" undersigned, alro i-nnr the owners of the leasehold, 

royalty, or- other interoj-:! r. :n the 1 and;- oc r. iner?ils embraced in said Unit 

Area, as indicated on ''no no-he hue at t.ache-i 'o naid Unit Agreement as Kxhibit 

"B", do hereby commit ; . l i of * heir t a i d j ni erc.-st » o the North Texas H i l l s 

Unit Agreement and do he rob;; consent Ui<>r<-to and r a t i f y a l l of the terms 

and provisions thereof, exae• i •; the same an i f the undersigned had executed 

the o r i g i n a l of said Unit Agreement or a count orpart thereof. 

IN WITNESS WHEREOF. I h • r. ins I rumen* in execut od by the undersigned as 

of the date set fort h in their respective acknowledgments. 

PENNZOIL COMPANY 

tellings r 

Agent and Attorney- Fact 

i ; im v ihiiAi, 

STATE OF 

COUNTY OF 

The f o r e g o i n g inst rurr.er.'. was acknov.d e<iged before me t h i s 
,1979, by " 

day o f 

My Commission Expi res : 

Notary Pub.I i c 

CORPORATE 

STATE OF TEXAS 

COUNTY OF MIDLAND ) 

The f o r e g o i n g i n s f rumen' vrar acknowledged before me t h i s 5 t h day o f 

M a r c h . T)7d, by H . W. H o l l i n g s h e a d , J r . , Agent & At torney- in -Fac t 

, a D e l a w a r e o f PENNZOIL COMPANY 

c o r p o r a t i o n , on be ha l f o f r a i d c o r p o r a t i o n . 

My Commission Exp i re s : 

December^ 31>-J.9 80 
——-r-^ -=r-r-r-

;• —••? \ • .• •% '--

: >-:.<^ ', : ; MMJORm L. MATTHEWS 



CONSENT AND RATIYI CATION 

NORTH TEXAS HILLS UNIT AGREEMENT 

EDM COUNTY, NEW MEXICO 

• The undersigned, (whether one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement for the Development and Operation of the 

North Texas H i l l s Unit Area embracing land: situated i n Eddy County, New ' 

Mexico, which said Agreement, is dated the 15th day of January, 1979, and 

acknowledge that they have read the same and are familiar with the terms mid 

conditions thereof. The undersigned, also being the owners of the leasehold, 

royalty, or other interests i n the lands or minerals embraced i n said Unit. 

Area, as indicated on the schedule attached to said Unit Agreement as Exhibit 

"B", do hereby commit a l l of th e i r said interests to the North Texas H i l l s 

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 o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the undersigned as 

of the date set f o r t h i n th e i r respective acknowledgments. 

Robert K. H i l l i n 

INDIVIDUAL 

STATE OF Texas ) 
) SS. 

COUNTY OF Midland ) 

./The-foregoing instrument was acknowledged before me t h i s 5th day of 
- VMatdW-', ' ,1979, by Robert K. H i l l i n 

>'.••; —~~ 
.My '^amission. Expires: 

•' , \ / -v: . . Notary Public 

' ' • V' CORPORATE 

STATE OF ) 
) SS. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s day of 

, 1979, by , President 

of , a 

corporation, on behalf of said corporation. 

My Commission Expires: 

Notary Public 



0:: N rv, 

The undersicnfc , wr:e- r< r one or mor-

of a copy of 'he- Unit Arn-.» n' for 1 he- i 

North Texas Hills Uni I Ar« a . i:d-rao i no lan 

Mexico, which sai'J Agreement i: dated ii:<> 

acknowledge thai I hoy bav n..-.d UK.« :•'*!»•• 

conditions t hereof, The •md' r:;i rn»»u, a : :• 

royalty, or other interestn in the land.-

Area, as indicated on • In- .;<•>••• ;>;ln« ! a<-;. 

"B" , do hereby cotnm i i -ol of • h<-1 r r.a i i 

Unit. Agreomen! ami Ho herN.y 'nam-a;' I h<-r 

and Drovisions thereof, exac' 1/ the paw 

."ret-y acknowledges receipt 

o; tt.eni and Operation of the 

i ' .a'"(i in Kddy County, New 

h -fay of -January, 1979, and 

ar-. lai:a! :.ar with the terms and 

in;- 'he owners of the leasehold, 

l i i i c r n L r , embraced i n said Unit 

" na i d Un i '. Agreement ar; K x n i b i t 

n ' o the North Texas H i l l s 

ami rat j j'y l 1 of the terms 

; !* tN- undersigned had executed 

the o r i g i n a l o f said Uni I Agr•'••'•to -nt or a --o m' '-rpnrt thereof. 

IN WITNESS WHEREOF, '.hi! in:;' :n J t y the undersigned as 

of the date set fo r ' h ir. »h>»: r rentec' : v a n;m>y ; e demon' ft. 

STATE OE 

COUNTY OE 

My Commission Expires: 

1 Nl.i L YIN-A 

) s.: . 

The f o r e g o i n g inm'rumen', v/an 
,1979, by 

aci'.nov 

STETCO '69, LTD. , 

a limited partnership 

By: PENNZOIL COMPANY, i t s s o l e 
G e n e r a l P a r t n e r 

si / 

By = ; ^ U \ f j ^ ^ 
11 . W. ' H o 1 1 lngs^tyeaa, 
Agent and A t t o r n e y - i r K r a q t 

/ . - O i v c v i 

a ',:<• tore ::,e tmr- i a v o f 

CON Of A : 

STATE 01' 

COUNTY OE ) 

The f o r e g o i n g ins ' rumen' was acknov!edged before me t h i s day o f 

, 197d, by , Pres ident 

o f , a 

c o r p o r a t i o n , on behal f of r-a i a corporal ion. 

My Commission Expire.-:: 

Notary Pun Lie 
v*e-' 

STAT-E'JJF LTEXAS: --,, J 

; £^:\T'Ke]/^odrje^dirfg: ins t rument was acknowledged before me t h i s 5 th day o f March, 
19L7f |<^^L^'AJ. HOLtlNOSHEAD, JR. , Agent and A t t o r n e y - i n - F a c t f o r Pennzoi l Company, 
SaXp. Gei^e'irklNPartner o f STETCO ' 69 , LTD. , a l i m i t e d p a r t n e r s h i p . 

My^Cbfnrm'iss-ioh Expires: •-//) -> K^/y^7) J ) 
t f e U r i f c e r ' h , 1980 _ / / k . * M . < i ^ , C ^ ^ ^ ^ ^ Z ^ 

Norary Pup l i c r i ^ r <^ 

MARJORIE L. MATTHEWS 



CONSENT AND RA H i' [CATION 

NORTH TEXAS HILLS UNI : A-'IREEMENT 

EDDY COUNTY, NEW MEXICO 

The undersigned, (.whether- one or more) hereby acknowledges receipt 

of a copy of the Unit Agreement for the Development and Operation of the 

North Texas H i l l s Unit Area embracing lands situated i n Eddy County, New 

Mexico, which said Agreement i s dated the 19th day of January, 1979, and 

acknowledge that they have read the same and are familiar with the terms and 

conditions thereof. The undersigned, also be i ng the owners of the leasehold, 

royalty, or other interests i n the lands or minerals embraced i n said Unit 

Area, as indicated on the schedule attached to said Unit Agreement as Exhibit 

"B", do hereby commit a l l of their said interests to the North Texas H i l l s 

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 o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, thir, instrument is executed by the undersigned as 

of,the date set for-£h i n the i r respective acknowledgments. 
b C K i P E I N D U S T R I E S 

/ / . 

'/Lmxig/hidMovyard Ady» A s s t . ^ecy . 
'Y?0 t -V, Y:".. : 

"..«,...•' 
— — 1 

W m . H . Mannon, Vice President 

4250 Vvilshtre B l v d . 

L O S A N G E L E S , C a . 90010 
I .D , 95-1240976 

INDIVIDUAL 

STATE OF 

COUNTY OF 

) 
) SS. 
) 

The foregoing instrument was acknowledged before me t h i s 
,1979, by " 

day of 

My Commission Expires: 

Notary Public 

CORPORATE 

STATE OF Cal i fornia 

COUNTY O F L G S Angeles 
) SS. 

The foregoing instrument was acknowledged before me this 26th day of 

F e b r u a r y 1 9 7 9 i by Wnru H . Mannon , V i c e President 

of Scope Industries 
, a Cal i fornia 

corporation, on behalf of said corporat ion. 

My Commission Expires: A p r i l 22 , 1900 

wmHinniiiityiMiumHHmMiiiHtiMHimwiMminm^̂  
OFFICIAL SEAL i 

MARY J. PETR ELLA § 
NOTARY PUBLIC CAL: ' PNIA I 

PRINCIPAL ;' C" M | 
LOS ANGELES CtUNTY I 

| My Commission Expires April 22, 1980 I 
(H l l l l l l t lH I I I I IF I IHI I I I t l l l l t t l l t i y imHIHI I I I I I I I tHMHI IMI I I l l l lH l l l l t l l l l l l l t .mnMnl t t t l l l iHun i i i f 
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NEW MEXICO STATE LAND OFFICE 

CERTIFICATE OF APPROVAL 

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO 

NORTH TEXAS HILLS UNIT 

EDIJY COOMTY, MEW MEXICO 

There having been presented to the undersigned Commissioner of Public 
Lands of the State of New Mexico for examination, the attached Agreement 
for the development and operation of acreage which i s described w i t h i n 

Agreement has been executed by parties owning and holding o i l and gas 
leases and royalty interests i n and under the property described, and up­
on examination of said Agreement, the Commissioner finds: 

(a) That such agreement w i l l tend to promote the conservation 
of o i l and gas and the better u t i l i z a t i o n of reservoir 
energy i n said area. 

(b) That under the proposed agreement, the State of New Mexico 
w i l l receive i t s f a i r share of the recoverable o i l or gas 
i n place under i t s lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State of New 
Mexico w i l l receive i t s f a i r and equitable share of the 
recoverable o i l and gas under i t s lands w i t h i n the area. 

(d) That such agreement i s i n other respects for the best 
interests of the state, with respect to state lands. 

NOW, THEREFORE, by v i r t u e of the authority conferred upon me under 
Sections 7-11-39, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico 
Statutes Annotated, 1953 Compilation, I , the undersigned Commissioner 
of Public Lands of the State of New Mexico, do hereby consent to and 
approve the said Agreement, however, such consent and approval being 
lim i t e d and r e s t r i c t e d to such lands w i t h i n the Unit Area, which are 
e f f e c t i v e l y committed to the Unit Agreement as of t h i s date, and, further, 
that leases insofar as the lands covered thereby committed to t h i s Unit 
Agreement shall be and the same are hereby amended to conform with the terms 
of such Unit Agreement, and said leases shall remain i n f u l l force and ef­
fect i n accordance with the terms and conditions of said Agreement. This 
approval i s subject to a l l of the provisions and requirements of the afore­
said statutes. 

IN WITNESS WHEREOF, th i s C e r t i f i c a t e of Approval i s executed, with seal 
a f f i x e d , t h i s 8th. day of Mfrch , 19 7< . 

the attached which said 

OG-26 



STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

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

CASE NO. 64 55 
Order No. R-5937 

APPLICATION OF YATES PETROLEUM CORPORATION 
FOR APPROVAL OF THE NORTH TEXAS HILLS 
UNIT AGREEMENT/ EDDY COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 9 a.m. on February 14, 
1979, at Santa Fe, New Mexico, before Examiner Daniel S. Nutter 

NOW, on t h i s 28th day of February, 1979, the D i v i s i o n 
Director, having considered the testimony, the record, and the 
recommendations of the Examiner, and being f u l l y advised i n the 
premises, 

FINDS: 

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

(2) That the applicant, Yates Petroleum Corporation, 
seeks approval of the North Texas H i l l s Unit Agreement covering 
5,120.00 acres, more or less, of State, Federal and Fee lands 
described as follows: 

EDDY COUNTY, NEW MEXICO 

TOWNSHIP 21 SOUTH, RANGE 21 EAST, NMPM 
Sections 16 and 17: A l l 
Sections 20 and 21: A l l 
Sections 28 and 29: A l l 
Sections 32 and 33: : A l l 

(3) That a l l plans of development and operation, and 
creations, expansions, or contractions of p a r t i c i p a t i n g areas, 
or expansions or contractions of the u n i t area, should be sub­
mitted to the Director of the D i v i s i o n f o r approval. 

(4) That notice of change of operator should be submitted 
to the D i v i s i o n . 
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(5) That approval of the proposed u n i t agreement should 
promote the prevention of waste and the protection of c o r r e l a t i v e 
r i g h t s w i t h i n the u n i t area. 

IT IS THEREFORE ORDERED: 

(1) That the North Texas H i l l s Unit Agreement i s hereby 
approved. 

(2) That the plan contained i n said u n i t agreement f o r the 
development and operation of the u n i t area i s hereby approved i n 
p r i n c i p l e as a proper conservation measure; provided, however, 
th 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 
re l i n q u i s h i n g , i n any manner, any r i g h t , duty, or o b l i g a t i o n 
which i s now, or may hereafter bo, vested i n the D i v i s i o n t o 
supervise and c o n t r o l operations f o r the exploration and develop­
ment of any lands committed to the u n i t and production of o i l or 
gas therefrom. 

(3) That the u n i t operator s h a l l f i l e w i t h the D i v i s i o n an 
executed o r i g i n a l or executed counterpart of the u n i t 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; t h a t i n the event 
of subsequent joinder by any party or expansion or cont r a c t i o n of 
the u n i t area, the u n i t operator s h a l l f i l e w i t h the D i v i s i o n 
w i t h i n 30 days thereafter counterparts of the u n i t agreement 
r e f l e c t i n g the subscription of those i n t e r e s t s having joined or 
r a t i f i e d . 

(4) That a l l plans of development and operation, a l l u n i t 
p a r t i c i p a t i n g areas and expansions and contractions thereof, and 
a l l expansions or contractions of the u n i t area, s h a l l be 
submitted to the Director of the O i l Conservation D i v i s i o n f o r 
approval. 

(5) That notice of any change of operator s h a l l be given 
to the Division's Santa Fe o f f i c e . 

(6) That this order shall become effective upon the approval 
of said unit agreement by the Commissioner of Public Lands for 
the State of New Mexico and the Director of the United States 
Geological Survey; that this order shall terminate ipso facto 
upon the termination of said unit agreement; and that the~last 
unit operator shall notify the Division immediately in writing 
of such termination. 
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(7) That jurisdiction of this cause i s retained for the 
entry of such further orders as the Division may deem necessary. 

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

STATE OF NEW MEXICO 

S E A L 

fd/ 



State of New Mexico 

Commissioner of Ri>kc 
March 8, 1979 A L E X J . A R M I J O 

C O M M I S S I O N E R 

P. O. BOX 1148 
SANTA FE, NEW MEXICO 87501 

Mr. Randolph M. Richardson 
P. 0. Box 819 
Roswell, New Mexico 88201 

Re: North Texas H i l l s Unit 
Eddy County, New Mexico 

Dear Mr. Richardson: 

The Commissioner of Public Lands has t h i s date approved 
the North Texas H i l l s Unit, which you submitted on behalf of Yates 
Petroleum Corporation. Our approval i s subject to l i k e approval 
by the United States Geological Survey. 

As stated in.your l e t t e r , a l l t r a c t s i n the u n i t have been 
committed with the exception of Federal Tract No. 5 and Patented (Fee) 
Tract No. 10. 

Enclosed are Five (5) C e r t i f i c a t e s of approval. 

Please advise t h i s o f f i c e when the USGS gives t h e i r approval 
so that we may f i n i s h processing same. 

Very t r u l y yours, 

ALEX J. ARMIJO 
COMMISSIONER OF PUBLIC LANDS 

BY: 
RAY D. GRAHAM, Director 

-•=".011 and Gas Division 
AJA/RDG/s 

USGS-Roswell, New Mexico 
FOSGS-Albuquerque, New Mexico 



STATE DF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

JERRY APOOACA 
GOVERNOR 

NICK FRANKLIN 
SECRETARY March 6, 1979 

POST OFFICE BOX 2088 
STATE LAND OFFICE BUILDING 
SANTA FE, NEW MEXICO 87501 

(505) 827-8434 

Mr. Joel Carson 
Losee, Carson & Dickerson 
Attorneys at Law 
Post Office Box 239 
Artesia, New Mexico 88210 

Re: CASE NO. 
ORDER NO. 

6455 
H-5937 

Applicant: 

Yates Petroleum Corporation 

Dear S i r : 

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

JDR/fd 

Copy of order also sent to: 

Hobbs OCC x 

Artesia OCC * 
Aztec OCC 

Other 


