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BEFORE THI 

OIL CONSERVATION COMMISSION 
Santa Fe, New Mexico 

January 27, I960 
EXAMINER HEARING 

IN THE MATTER OF: ) 

Application of British-American Oil ) 
Producing Company for approval of a ) 
unit agreement. Applicant, in the ) 
above-styled cause, seeks an order ) Case 1866 
approving its West Bisti-Lower Gallup ) 
Sand Unit Agreement, which Unit is to j 
comprise 14,331 acres, more or less, ) 
in Townships 25 and 26 North, Ranges ) 
13 and 14 West, San Juan County, ) 
New Mexico* } 

BEFORE: Elvis A, Utz, Examiner. 

TRANSCRIPT OF HEARING 

MR. UTZ: The first case on the docket will be Case 18< 

MR. PAYNE: Application of British-American Oil Pro­

ducing Company for approval of a unit agreement. 

MR. ERREBO: Burns Errebo, Modrall, Seymour, Sperling 

Roehl and Harris, Albuquerque, appearing on behalf of the appli­

cant. 

If the Examiner please, we will have one witness in this 

hearing. 

MR. UTZ: , Are there other appearances to be made in 

this ease? If not, you may proceed and swear in your witness. 

MR. ERREBO: I call Mr. E. L. Taylor. 

>6. 
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S. L . TAILOR 

called as a witness, having been previously duly sworn, testified 

as follows! 

DIMtCT EXAMINATION 

BT MR. SRREBO: 

Q Will you state your name, please? 

A E . L . Taylor. 

Q By whom are you employed and in what capacity and 

where are you located, Mr. Taylor? 

A I am employed by the British-American Oil Producing 

Company ia the capacity of joint operations, located in Dallas, 

Texas. 

Q Mr. Taylor, you are familiar with the application in 

this matter? 

A Tea* 

Q You are also familiar with the work that's been done 

toward the formation ef the proposed West Bisti-Lower Gallup Sand 

Unit? 

A Tes, I am. 

Q And the Unit Agreement which covers that Unit, is that 

correct? 

A Tes« 

q Has *n apafat.-lng eofflurt -fct.e** formed which has done 
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the preliminary work «« thi * Unit, and the Agreement? 

A Tee. 

Q What has been your connection with the Operating Com­

mittee? 

A I have been serving as Chairman of the Operating 

Committee, being the prospective operators representative on the 

Committee. 

Q Has this Operating Committee agreed upon a form of 

Unit Agreement? 

A Yes, they have. 

Q Is that Unit Agreement in the form which was submitted 

as Exhibit A to the application in this matter? 

A Yes, i t i s . 

MR. ERREBO; Mr. Examiner, we would like to ask that 

Exhibit A to the application be designated Exhibit 1 in this 

hearing. We«re a li t t l e short on copies of the Unit Agreement. 

MR. UTZ: Exhibit A consists of what now, the Unit 

Agreement itself? 

MR. ERREBO: That»s correct. 

(Marked British-American's 
Exhibit No. 1, for identi­
fication.) 

Q Mr. Taylor, what steps have been taken to secure ap­

proval of this Unit Agreement by a l l interested parties, includin( 

the various Governmental agencies involved? 
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interest owners, a l l basic royalty owners, aad a l l overriding 

royalty owners within the unit area that's described therein. 

It has been presented to the working interest owners and the over­

riding royalty interest owners on the basis that we believe i t 

to be substantially an agreement that will be approved by the 

United States Geological Survey and which has been tentatively 

approved, I ahall say, by the State Land Commissioner's Office 

as to form and content, and by letter from the Navajo Tribal 

Council, indicating that they accept the Unit Agreement as sub­

mitted, subject to notification from the Regional Oil and Oas 

Supervisor for the United States Geological Survey that i t meets 

with his approval. 

This Unit Agreement has been filed with the Regional Super­

visor for the United States Geological Survey requesting prelim­

inary approval of that agency and desigiatioa of the unit area that 

is outlined therein. We do not yet have that preliminary approval 

from the United States Geological Survey. It is in their Wash­

ington Office and we understand does have the recommendation of 

the Regional Oil and Gas Supervisor. 

In presenting the agreement for acceptance by the working 

interest owners, the overriding royalty owners, i t was done so 

on the understanding that if any substantial changes are pre­

scribed by the Director of the United States Geological Survey, 
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we will come back aad obtain the affirmation of those people who 
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have executed i t or ratified i t prior to considering the rat i f i ­

cation final. 

Q Mr. Taylor, is this agreement in the form which is 

generally used by the United States Geological Survey and pre­

viously approved by them as well as the State and this Commissionl 

A I t is in the form generally prescribed by the United 

States Geological Survey for Federal type units, and there being 

a high percentage of Federal lands included here, we used the 

Federal form. It departs only t© the extent necessary to make i t 

applicable to an easily developed field as compared to an ex­

ploratory type of unit. 

This particular Unit Agreement has been accepted by the 

U.S.G.S. as easily identified to the one that is in effect for 

the Central Bisti Unit, with the exception of a few points where 

it had to be changed to fit. the area under consideration in this 

instance. 

Q This Unit Agreement, of course, contains a description 

of the entire unit area. Does i t also contain a description of tl 

initial participating area? 

A I t does contain a description of the initial partici­

pating area. However, I would say that that initial participat­

ing area is, as. agreed upon by the Operating Committee of the 

working interest owners and the other interest owners, as the 

te 
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of the U.S.G.S. 

At the time we requested certification and determination of 

the Unit Agreement, we were told that we should not request ap­

proval of the participating area at this time but merely confine 

our request te approval as to form and designation of the Unit 

area, aad before i t gees to the U.S.G.S, for final acceptance, we 

will present a schedule for their approval at that time. 

Q For the record, Mr. Taylor, will you state the Townshii 

and Range designation of the lands which are included within the 

Unit area? Just give th® Township and Ranges in which these 

lands li e , the eatire Unit area. 

A Portion of the land encompassed by the Unit area here 

lie withla Township 25 North, 13 West? 26 North, 13 West; 26 Nortl 

14 West. 

Q Mr. Taylor, would you state what is the present status 

of your obtaining signatures of the various interests on an 

acreage basis? 

A Oa aa acreage basis of the Unit area we have obtained 

76«g£ commitment by the working Interest owners, we have obtained 

52.5£ commitment by overriding royalty owners. 

Q Who are the royalty interest owners in the Unit area? 

A The royalty interest owners are the Federal Government 

the State ef New Mexico, and the Navajo Tribe of Indians. 

> 

• 
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A There ere BO other basic royalty interests. 

Q In other words, these are the three lessors? 

A That is right. 

Q He*, you are familiar with the provisions of this Unit 

Agreement? 

A Tee. 

Q I t being standard̂  and in the Interest of brevity, I ' l l 

not ask you to go through the provisions of the Agreement, but I 

will ask you if you will refer to the section of the Unit Agree­

ment and the page upon which i t is found, and briefly summarize 

the essentials of the participation formula. 

A The participation formula is set out in Section 12, 

which is designated allocation of production. 

Q What page is that found at? 

A The formula itself will be found on page 16. Essentia] 

ly, the participation in the participating area of this Unit is 

divided into three parts, one-third each. The first one-third is 

allocated to Individual tracts on the basis of the original stock 

tank ©il in place; in the bench, one of the Lower Gallup sands is 

determined by the acre feet of sand within that particular tract, 

using the acreage and the number of feet of thickness as deter­

mined from a microlog survey. 

««fti»»<i a«»-+.h4iM paT*+.ian af the formula is determined 
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by the acre feat of oand underlying the respective trart.n,—Ia-thm 

first, second and third benches combined of the Lower Gallup sand 

is determined by the S. P. profile from what we could commonly 

term an E. S. log. 

The third portion of the formula is established by the rate 

of production from the individual tracts during the base period, 

which for the initial participating area was the period January 

1 through March 31, 1959. 

Q Does the application, or will the application of this 

formula in your opinion treat the owners of all interests, by 

that I mean royalty interests, the working Interests and the over­

riding royalty interests, fairly and equitably? 

A Yes, i t will. 

Q Do you feel that this participation formula will re­

sult in a fair and equitable distribution of such allowable as 

this Commission may assign to this project? 

A Yes, I do. 

Q Does this Unit Agreement contain the standard provi­

sions for enlargement? 

A Yes. 

Q Can you state what is the total amount of acreage in 

the Unit area? 

A The total acreage in the Unit area is 14,330.97 acres, 

Q Can you state the percentage of this acreage which is 
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A Tee, 71.53549*. 

Q And the amounts from the State and Navajo Tribe? 

A Do you mean percentagewise? 

Q Tes, sir* 

A The State of New Mexico land is 6.69348$. The Navajo 

Tribal land, 21.77103$. 

Q Mr. Taylor, are you acquainted with the provisions of 

the New Mexico statute defining waste? 

A Tea, sir. 

Q Is it your opinion that the approval of this Unit 

Agreement will result in the prevention of waste? 

A Tes, sir. 

Q Mr. Taylor, as I understand your testimony, British-

American is asking for a qualified approval at this time of a 

Unit Agreement? 

A That is correct. 

Q And would it be your request then that the Commission 

give its tentative approval to the Unit Agreement as presented 

here today, with final approval to be contingent upon notifica­

tion of the Oil Commission that the approval of the lessors has 

been obtained, is that correct? 

A That is right. 

q Do y»u have anvthiSf further that you care to add 
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at this tiao?-

A I believe that sums up our application at this moment. 

MR. ERREBO! That's a l l we have. 

MR. UTZ: Any questions of the witness? 

MR. PAYNEs Yes, s i r . 

MR. UTZ: Mr. Payne. 

CROSS EXAMINATION 

BY MR. PAYNEl 

Q Is a l l the acreage of the Unit within the horizontal 

limits of the Bisti-Lower Gallup Oil Pool? 

A Yes. s i r . 

Q Is i t unitized at a l l depths? 

A Unitized only to the Bisti-Lower Gallup sand. 

MR. UTZ: That is what you have termed here as benches 

one. two and three? 

A Yes, s i r . 

Q (By Mr. Payne) How do you define the vertical limits 

of the Lower Gallup sand? 

A We identify the Lower Gallup sand in Section 3 of the 

Unit Agreement as being, and I ' l l read you the paragraph — 

MR. UTZ: What page is that on, please? 
i 

A Page 7. "The Bisti-Lower Gallup sand can be construed 

to mean the sand and reservoir encountered in the drilling by thej 
I 

British-American Oil Producing Company of its Marye No. 1 Well j 
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between the depth• ftf k $%6 feet and 5 000 feet aa shown by the 
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Sehlumberger electric log of said well, which well is located in 

the Northeast Quarter, Northeast Quarter, Section 1, Township 25 

North, Range 1| West, San Juan County, New Mexico." 

Q Do you know of any wells in the proposed Unit area, 

Mr. Taylor, that are perforated below this depth? 

A Ho, sir, I do not personally know of any wells. 

Q Now, is bench one of the Gallup the most productive of 

the producing formations there, the producing stringer? 

A Bench one is the sand, the bench of the Lower Gallup 

sand which extends over the entire unit area and is the bench in 

which I believe a l l wells are open to production. 

Q That's why your participation formula gives more 

emphasis to bench one than the other two? 

A Tes, bench one has a greater porosity and permeability 

than the other two benches. 

MR. PATNE: Thank you. That's a l l . 

MR. UTZ! Any other questions of the witness? Mr. 

Nutter. 

BT MR. NUTTER* 

Q Mr. Taylor, I notice that you have on this Exhibit No. 

1 the outline of the Unit area and also the outline of the parti­

cipating area. Is the acreage that ls outside the participating 

area going to participate in any way in the proceeds from the unii 
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A I t wi l l participate only to tha extant that there are 

wells on i t that are not in the participating area. 

Q But the production from those wells wi l l he production 

belonging only to the operator of those wells, i s that correct? 

A that's right, and also i f that, I t won't be considered 

as Unit production unless the land on which i t l s situated is com­

mitted to the Unit Agreement. 

Q I also notice that in the participating area there's 

at least 120 acres that isn't dedicated to any wells. How does 

that acreage share? 

A That acreage shares under the formula that's set forth 

as I gave i t a few moments ago, except that i t gets no participa­

tion for that one-third portion of the formula which is based 

upon rate during the base period. 

Q So, i t ' s percentage for the third portion of the total 

formula i s sere then? 

A That's right. 

Q Does the Unit Agreement provide that the participating 

area can be expanded in the event there is discovery of addition­

al ©il on the outskirts of the present participating area? 

A les , s i r . 

Q Will i t ever be contracted? 

A I t wi l l not be contracted by depletion of any acreage 

wit .h lB-
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MR. NUTT BR;—I believe that's a l l , thank you. 

|1 MR, UTjl 

Q Do I understand that you have 100$ participation in 

this unit? 

A No, sir, 100$ participation in the unit? 

Q les, that is within the boundary of the unit as shown dn 

Exhibit A of Exhibit 1. 

A No, sir. 

Q Do you have a hundred percent signed up? 

A No, sir, the percentage that I gave you a few moments 

ago here, on an acreage basis we have of the working interest 

signed up, the overriding royalty interest we have 52.5$. 

MR. PAINEj Do you have a higher percentage than that 

in the participating area? 

A In the participating area we have 93.2$ of the parti­

cipation that have committed to i t and 31$ ©f the overriding 

royalty interest participation have committed. 

I would like to add to the record that which is committed 

here, we actually have signed instruments by a l l of those parties 

except Skelly Oil Company, a working Interest owner, and I am 

authorised to say on behalf of Skelly that they do approve the 

Unit Agreement and their intention of executing the Unit Agree­

ment essentially in this form that is presented, 

.f T MRt TO 
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14 
Q You anticipate getting additional percentage <?om«1.ttft.i 

to the unit? 

A Yes, sir, we are working on i t all the time. There has 

been some reluctance to sign on the conditional basis that we have 

had to present i t . We feel that when we have the preliminary ap­

proval of the U.S.G.S. and can hand them an instrument which the 

U.S.G.S. says they will sign, then we will have additional com­

mittments. 

Q Are any leases included in this unit area which do not 

have portions of them included in the participating area? 

A Yes, sir. 

Q Will those leases be perpetuated merely by being in 

the unit or expire? 

A They will be perpetuated for a period of time when 

specified in the Unit Agreement. It differs as to some of the 

land. 

Q This unit does contain this elimination clause? 

A Yes. 

Q It would eliminate the acreage if it is not in a par­

ticipating area? 

A That's right. 

MR* UTZ: Until such time as you get U.S.G.S. approval 

then, the royalty interest you don't have signed up, is that corrject? 

A That's right P we have no royalty interest signed up. 
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MR. UTZ:—Any other questions of the witness? 

MI* PATNE: You didn't split any tO acre tracts, 40 

in the participating area and 46 out of SO acres was dedicated to 

the well? 

A I don't believe that we did that. 

Ml. PAYNE: Thank you. 

MR. UTZi Are there any other questions? If not, the 

witness may be excused. 

A Thank you. 

(Witness excused.) 

MR. UTZ: Any other statements to be made in this case 

MR. PAYNE: Mr, Examiner, the Phillips Petroleum Com­

pany, Benson, Montin and Greer Drilling Corporation and El Paso 

Natural Gas Products Company concur in British-American's appli­

cation. 

MR. UTZs Any other statements? 

MR. ERREBO: Mr. Payne, do those refer to this case 

specifically? 

MR, PAYNE: Yes, sir, some refer specifically to this 

one and others refer to this one and your next case. 

MR. ERREBO: Off the record. 

(Whereupon a discussion was held off the record.) 

MR. UTZ: If nothing further in this case, the case 

w i l l be t.flkan under adviaament. 
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STATE OF HEW MEXICO ) 
{ SS 

COUNT! OF BERNALILLO ) 

I , ADA BIARNLEY, Court Reporter, do hereby certify that the 

foregoing and attached transcript of proceedings before the New 

Mexico Oil Conservation Commission at Santa Fe, New Mexico, is a 

true and correct record to the best of my knowledge, s k i l l and 

abi l i ty . 

IN WITNESS WHEREOF I have affixed my hand and notarial seal 

this '•/•//' day ©f February, I960. 

Notary Public-Court Reporter 

My commission expirees 

June 1«, 1963. 

a r ^ . ' ^ . ^ - - ^ ^ . 
the j;-.-. , • - ' is 
h.• ; 0- • .. " . ' : in 

" " - ^ *r> ^ •- ' *Y f 
,—~ <• • - L , , --N 

7~yS* j . / ' / T / r /"'' ) r(- .. 
«<=feco Oi l c.o-. \" , r , . . -
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THE BRITISH-AMERICAN OIL PRODUCING CbUptoW ^ 
P. O . B O X 7 4 9 ^ „ 

PRODUCTION AND ENGINEERING DEPARTMENT D A L L A S 2 1 T E X A S " ' " ^ 
V I C E P R E S I D E N T - W . E . S C H O E N E C K 

OPERATIONS - F. A. NORRIS 

ENGINEERING - G. M. STEARNS 

DRILLING ANALYSIS - W. W. MOORE _J tt 1 V 

GAS AND GASOLINE - D. W. CONAWAV W 7 * 

JOINT INTERESTS - E. L. TAYLOR 

CLERICAL - J . C. PULLIAM 

Oil Conservation Commission 
P. 0. Box t n 
Santa Fe, Bew Mexico 

Attention: Ms. A. L. Potter, Secretary 

Order He. R-lJ91 
Vest Bisti Lower Gallup Sand Unit Agreement 
fas Jus* County. Mew Mexico 

Gentlemen: 

numbered paragraph 5 ef subject order requires that Unit Operator 
shall fi l e with the Coaalssion within 30 days after the effective 
date of the Unit an executed original or executed counterpart of 
the West Bisti Lever Online Sand Unit Agreeaent. 

This Unit became effective July I , I960 and in accordance with 
subject order we enclose one fully conformed copy of said Unit 
Agreeaent as i t was submitted te and approved by the United States 
Departaeat ef tee Interior. In addition we enclose one copy of 
Bxhibit «C* ef tee Unit Agreeaent. which will he filed with the 
USOt office le fceswell, revised as ef the effective date ef the 
Unit due te uea*ceamitaent ef Tracts Re. 10, l l aad 12, portions 
of which are included within the participating area. 

Tours very truly, 

Original s i g n e d 

b7 1. L. TAYLOR 

BLTspr 

ccs Modrail, Seymour, Spelling, Boehl fc Harris 
Attm He. Setae M. Srrebo 
P. 0. Bex 466 
Albuquerque, New Mexico 
With copy ef Attachments 

COFY 



EXHIBIT C 
SCHEDULE OP TRACT PERCENTAGE PARTICIPATION 

WEST BISTI LOWBR GALLUP SAND UNIT 
SAN JUAN COUNTY, NEW MEXICO 

Revised as of E f f e c t i v e Date of U n i t - J u l y 1, 1960 

T r a c t 
Number D e s c r i p t i o n 

T26N-R14W 
Sec. 13: S/2 NE/4 

SE/4 

No. of 
Acres 

S e r i a l No. and 
Date of Lease 
or A p p l i c a t i o n 

Navajo T r i b a l Land 

T o t a l Navajo T r i b a l Land 

T26N-R13W 
Sec. 27: S/2 N/2 

S/2 
Sec. 28: A l l 
Sec. 29: N/2 N/2 

T26N-R13W 
Sec. 35: N/2 

SE/4 
N/2 SW/4 

T25N-R13W 
Sec. 1 : L o t s 1, 2, 

3 & 4 
S/2 NE/4 
SE/4 

Sec. 12: E/2 NE/4 

T26N-R13W 
Sec. 33: N/2 NE/4 
Sec. 34: N/2 NW/4 

NE/4 

T26N-R13W 
Sec. 2 1 : W/2 SW/4 

SE/4 SW/4 

9-A 

10 

11 

12 

T26N-R13W 

Sec. 2 1 : NE/4 SW/4 

T26N-R13W 

Sec. 19: L o t s 3 & 4 

T26N-R13W 

Sec. 18: L o t s 9 & 10 
T26N-R13W 
Sec. 30: N/2 Nfi/4 

240.00 

240.00 

F e d e r a l Lands 

1280.00 

14-20-603-735 
11-10-54 
H.B.P. 

1039.72 

320.00 

120.00 

40.00 

31. 45 

30. 79 

80. 00 

SF-078091 
4-1-51 
H. B.P. 

SF-078155 
2-1-48 
H.B.P. 

SF-078156 
2-1-48 
H. B.P. 

SF-078932 
2-1-48 
H. B. P. 

SF-078932 
2-1-48 
H. B.P. 

SF-080236 
7-1-48 

SF-080236-A 
7-1-48 
H.B.P. 

SF-080402 
4-1-51 

Percentage 
P a r t i c i p a t i o n 

3.1888 

3.1888 

27.1808 

23.1630 

7.2074 

2.3805 

0.3746 

0.0000* 

0.0000* 

0.0000* 



EXHIBIT C (Cont'd) 

Trnc t 
Numbc r D e s c r i p t i o n 

No. of 
Acres 

S e r i a l No. and 
Date of Lease 
or A p p l i c a t i o n 

Federal Lands (Cont'd) 

13 T2 6N-R13W 
Sec. 26: S/2 SE/4 240.00 SF-081028 

SW/4 3-1-51 
H.B.P. 

15 T2 6N. -R13W 
Sec. 18: S/2 SE/4 1240.00 NM-013492 

Lots 7, 8, 4-1-54 
11 & 12 H.B.P. 

Sec. 19: NB/4 
N/2 SB/4 
SE/4 SE/4 
Lots 1, 2, 
5 & 6 

Sec. 20: S/2 NE/4 
S/2 
NW/4 

Total F ede r a l Land 4421.96 

State of New Mexico Land 

17 T26N-•R13W 
Sec. 36: NW/4 NW/4 40. 00 E-4501-8 

10-24-50 
H.B.P. 

17-A T26N-•R13W 
Sec. 36: NE/4 NW/4 40.00 E-4501-8 

10-24-50 
H.B.P. 

18-A* T26N-• R13W 
Sec. 3 6: N/2 SE/4 320.00 E-9707 

SE/4 SE/4 1-17-56 
SW/4 H.B.P. 
SW/4 NW/4 

18-B* T2 6N-R13W 
Sec. 36: SE/4 NW/4 40.00 E-4500-3 

10-24-50 
H.B.P. 

18-C* T26N-R13W 
Sec. 36: SW/4 SE/4 40.00 E-3148-6 

12-10-49 
H.B.P. 

• T r a c t s 18-A, 18-B and 18-C repr e s e n t the t o t a l Hospah 
Unit P a r t i c i p a t i o n 

T o t a l State of New Mexico Land 480.00 

Summary 

Committed T r a c t s : 

Navajo T r i b a l Land 
F e d e r a l Land 
S t a t e of New Mexico Land 

T o t a l Committed T r a c t s 

•Uncommitted T r a c t s : 

F e d e r a l Land 
T o t a l P a r t i c i p a t i n g Area 

240.00 
4,279.72 

480.00 
4,999.72 

142.24 
5 , 1 41 . 96 

Pape 2 

Percentage 
P a r t i c i p a t i o n 

2.8218 

23.3140 

86.4421 

0.3842 

0.2439 

9.7410 

10.3691 
100.0000 

3.1888 
86.4421 
10.3691 

100.0000 

0.0000 
100.0000 
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UNIT AGREEMENT 

POR THE DEVELOPMENT AND OPERATION 

OF THE 

WEST BISTI LOWER GALLUP SAND UNIT AREA 

COUNTY OF SAN JUAN 

STATE OF NEW MEXICO 

NO. 

THIS AGREEMENT entered i n t o as of the 19th day of October, 

1959, by and between the p a r t i e s s u b s c r i b i n g , r a t i f y i n g , or con­

senting hereto, and herein r e f e r r e d to as the " p a r t i e s hereto", 

WHEREAS, the p a r t i e s hereto are the owners of working, 

r o y a l t y , or other o i l and gas i n t e r e s t s i n the Unit Area subject 

to t h i s agreement; and 

WHEREAS, the Mineral Leasing Act of February 25, 1920, 

41 St a t . 437, as amended, 30 U.S.C. Sees. 181 et seq., authorizes 

Federal lessees and t h e i r r e p r e s e n t a t i v e s to u n i t e w i t h each other, 

or j o i n t l y or separately w i t h others, i n c o l l e c t i v e l y adopting and 

operating under a cooperative or u n i t plan of development or opera­

t i o n of any o i l or gas pool, f i e l d , or l i k e area, or any pa r t 

t h e r e o f , f o r the purpose of more p r o p e r l y conserving the n a t u r a l 

resources 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 p u b l i c 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 L e g i s l a t u r e (Sec. 3, 

Chap. 88, Laws 1943) as amended by Sec. 1 of Chapter 162, Laws 

of 1951, (Chap. 7, A r t . 11, Sec. 39, N. M. Statutes 1953 Annot.), 

to consent to and approve the development or operation of State 

lands under agreements made by lessees of State land j o i n t l y or 

s e v e r a l l y w i t h other lessees where such agreements provide f o r 

the u n i t o peration or development of p a r t of or a l l of any o i l 

or gas pool, f i e l d or area; and 



WHEREAS, the Commissioner of Public Lands of the State 

of New Mexico i s authorized by an Act of the L e g i s l a t u r e (Sec. 1, 

Chap. 162), (Laws of 1951, Chap. 7, A r t . 11, Sec. 41, N. M. Statutes 

1953 Annotated) to amend w i t h the approval of lessee, evidenced by 

the lessee*s execution of such agreement or otherwise, any o i l and 

gas lease embracing State lands so t h a t the l e n g t h of the term of 

said lease may coincide w i t h the term of such agreements f o r the 

u n i t operation and development of p a r t or a l l of any o i l or gas 

poo l , f i e l d or area; and 

WHEREAS, the r u l e s and r e g u l a t i o n s governing the leasing 

of r e s t r i c t e d a l l o t t e d and t r i b a l Indian lands f o r o i l and gas 

except a l l o t m e n t s made t o the members of the Five C i v i l i z e d Tribes 

and Osage Indians i n Oklahoma, promulgated by the Secretary of the 

I n t e r i o r (25 C.F.R. 172.24(c) ) under and pursuant to the A l l o t t e d 

Land Leasing Act of March 3, 1909, 35 S t a t . 783, 25 U.S.C. Sec. 

396 and the T r i b a l Land Mineral Leasing Act of May 11, 1938, 52 

St a t . 347, 25 U.S.C. Sec. 396a et seq., and the o i l and gas leases 

covering said a l l o t t e d and t r i b a l Indian lands provide f o r the 

commitment of such leases to a cooperative or u n i t plan of develop­

ment or op e r a t i o n ; and 

WHEREAS, the O i l Conservation Commission 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 as "the Commission") i s author­

ized by an Act of the L e g i s l a t u r e (Chap; 72, Laws 1935; Chap. 65, 

A r t . 3, Sec. 14 N. M. Statutes 1953 Annotated) to approve t h i s 

agreement and the conservation p r o v i s i o n s hereof; and 

WHEREAS, the p a r t i e s hereto hold s u f f i c i e n t i n t e r e s t s i n 

the West B i s t i Lower Gallup Sand Unit covering the land h e r e i n a f t e r 

described t o give reasonably e f f e c t i v e c o n t r o l of operations t h e r e i n ; 

and 

WHEREAS, i t i s the purpose of the p a r t i e s hereto to enable 

i n s t i t u t i o n and consummation of secondary recovery operations, to 

conserve n a t u r a l resources, prevent waste, and secure other b e n e f i t s 

obtainable through development and operation of the B i s t i Lower 

Gallup Sand subject to t h i s agreement under the terms, c o n d i t i o n s 

and l i m i t a t i o n s herein set f o r t h . 
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NOW, THEREFORE, in consideration of the premises and the 

promises herein contained, the parties hereto commit to th i s Agree­

ment their respective i n t e r e s t s in the below defined Unit Area, 

and agree severally among themselves as follows: 

1. ENABLING ACT AND REGULATIONS: The Acts of March 3, 

1909, May I I , 1938, and the Mineral Leasing Act of February 25, 

1920, as amended, supra, and a l l v a l i d pertinent regulations, i n ­

cluding operating and unit plan regulations, heretofore issued 

' thereunder or v a l i d , pertinent, and reasonable regulations here­

after issued thereunder are accepted and made a part of t h i s 

Agreement as to Federal and Indian lands, provided such regula­

tions are not inconsistent with the terms of t h i s Agreement; and 

as to non-Feberal and non-Indian lands, the o i l and gas operating 

regulations in effect as of the effective date hereof governing 

d r i l l i n g and producing operations, not inconsistent with the 

terms hereof or the laws of the State in which the non-Federal 

and non-Indian land i s located, are hereby accepted and made a 

part of t h i s Agreement. 

2. UNIT AREA: The area specified on the map attached 

hereto marked Exhibit "A" i s hereby designated and i s recognized 

as constituting the West B i s t i Lower Gallup Sand Unit Area herein­

after referred to as "Unit Area", containing 14,330.97 acres, more 

or l e s s . 

Exhibit "A" shows, in addition to the boundary of the Unit 

Area, the boundaries and identity of t r a c t s and leases in said 

area to the extent 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 of ownership 

of o i l and gas i n t e r e s t s in a l l land in the Unit Area. However, 

nothing herein or in said schedule or map s h a l l be construed as 

a representation by any party hereto as to the ownership of any 

inter e s t other than such interest or i n t e r e s t s as are shown in 

said map or schedule as owned by such party. Exhibits "A" and 

"B" Shall be revised by the Unit Operator whenever changes in the 

Unit Area render such revision necessary, or when requested by the 

-3-



O i l and Gas S u p e r v i s o r , h e r e i n a f t e r r e f e r r e d t o as " S u p e r v i s o r " , 

or when request e d by the Commissioner of P u b l i c Lands of the St a t o 

of New Mexico, h e r e i n a f t e r r e f e r r e d t o as "Commissioner", and not 

l e s s than seven c o p i e s of the r e v i s e d e x h i b i t s s h a l l be f i l e d 

w i t h the S u p e r v i s o r and c o p i e s t h e r e o f s h a l l be f i l e d w i t h the 

Commissioner and the O i l C o n s e r v a t i o n Commission of the S t a t e of 

New Mexico. The Commissioner of I n d i a n A f f a i r s s h a l l h e r e a f t e r 

be r e f e r r e d t o as the " I n d i a n Commissioner". 

The above d e s c r i b e d U n i t Area s h a l l , when p r a c t i c a b l e , be 

expanded t o i n c l u d e t h e r e i n any a d d i t i o n a l t r a c t or t r a c t s r e ­

garded as r e a s o n a b l y necessary or a d v i s a b l e f o r the purposes of 

t h i s agreement, or s h a l l be c o n t r a c t e d t o exclude liands not w i t h i n 

any p a r t i c i p a t i n g area, whenever such expansion or c o n t r a c t i o n i s 

necessary or a d v i s a b l e t o conform w i t h the purposes of t h i s agree­

ment. 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 manner: 

( a ) U n i t O p e r a t o r , w i t h c o n c u r r e n c e of a t l e a s t 65% of 

the v o t i n g i n t e r e s t or on demand of the D i r e c t o r of the G e o l o g i c a l 

Survey, h e r e i n a f t e r r e f e r r e d t o as " D i r e c t o r " , a f t e r p r e l i m i n a r y 

c oncurrence by the D i r e c t o r , or on demand of the Commissioner 

and Commission, s h a l l p r e p a r e 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 t h e c o n t e m p l a t e d changes i n the boundaries 

of the U n i t Area, t h e reasons t h e r e f o r , and the proposed e f f e c t i v e 

d a t e ^ t h e r e o f , p r e f e r a b l y t h e f i r s t day of a month subsequent t o 

the date of n o t i c e . 

( b ) S aid n o t i c e s h a l l be d e l i v e r e d t o the S u p e r v i s o r and 

Commissioner and/or t h e Commission, and c o p i e s t h e r e o f m a i l e d t o 

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 e s s e e , and 

, l e s s o r whose i n t e r e s t s are a f f e c t e d , a d v i s i n g t h a t 30 days w i l l be 

a l l o w e d f o r su b m i s s i o n t o the U n i t O p e r a t o r 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 t h e 30-day p e r i o d p r o v i d e d i n the 

p r e c e d i n g i t e m ( b ) h e r e o f , U n i t O p e r a t o r s h a l l f i l e w i t h the 

S u p e r v i s o r , Commissioner and the Commission evidence of m a i l i n g 

of t he n o t i c e of expansion or c o n t r a c t i o n and a copy of any 

-4-
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objections thereto which have been f i l e d with the Unit Operator, 

together with an application in s u f f i c i e n t number, for approval 

of such expansion or contraction and with appropriate joinders, 

(d) After due consideration of a l l pertinent information, 

the expansion or contraction s h a l l , upon approval by the Director, 

Commissioner and the Commission become effective as of the date 

prescribed in the notice thereof. 

(e) A l l legal subdivisions of unitized lands ( i . e . 40 

acres by Government survey or it;? r arest lot or tract equivalent 

in instances of irregular surveys, however, unusually large l o t s 

or t r a c t s s h a l l be considered in multiples of 40 acres, or the 

nearest aliquot equivalent thereof, for the purpose of elimina­

tion under t h i s subsection), no parts of which are e n t i t l e d to 

be in a par t i c i p a t i n g area within 5 years after the f i r s t day 

of the month following the ef f e c t i v e date of t h i s agreement, 

s h a l l be eliminated automatically from t h i s agreement, effective 

as of the f i r s t \day thereafter, and such lands s h a l l no longer 

be a part of the Unit Area and s h a l l no longer be subject to 

this agreement, unless at the expiration of said 5-year period 

di l i g e n t d r i l l i n g operations are in progress on unitized lands 

ttot e n t i t l e d to pa r t i c i p a t i o n , in which event a l l such lands 

s h a l l remain subject hereto for so long as d r i l l i n g operations 

are continued d i l i g e n t l y , with not more than 90 days* time 

elapsing between the completion of one such well and the com­

mencement of the next such well, except that the time allowed 

between such wells s h a l l not expire e a r l i e r than 30 days after 

the expiration of any period of time during which d r i l l i n g opera­

tions are prevented by a matter beyond the reasonable control of 

Unit Operator as set forth in the section hereof e n t i t l e d "Un­

avoidable Delay"; provided that a l l legal subdivisions of lands 

not in a par t i c i p a t i n g area and not e n t i t l e d to become p a r t i c i ­

pating under the applicable provisions of this agreement within 

7 years after said f i r s t day of the month following the effective 

date of t h i s agreement s h a l l be eliminated as above specified. 



D e t e r m i n a t i o n of c r e d i t a b l e "Unavoidable Delay" time s h a l l be 

made by U n i t Operator and s u b j e c t t o the a p p r o v a l of the D i r e c t o r 

and Commissioner. The 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 any e l i m i n a t i o n hereunder, d e s c r i b e the 

area so e l i m i n a t e d t o the s a t i s f a c t i o n of t h e D i r e c t o r , Commis­

s i o n e r and the Commission and p r o m p t l y n o t i f y a l l p a r t i e s i n 

i n t e r e s t . 

I f c o n d i t i o n s w a r r a n t e x t e n s i o n of the 7 year p e r i o d 
} 

s p e c i f i e d i n t h i s s u b s e c t i o n 2 ( e ) , a s i n g l e e x t e n s i o n of not t o 

exceed 2 years may be accomplished by consent of the owners of 

90% of the c u r r e n t u n i t i z e d w o r k i n g i n t e r e s t and 60% of the 

c u r r e n t u n i t i z e d b a s i c 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 

basi c r o y a l t y i n t e r e s t s of the U n i t e d S t a t e s or of the S t a t e of 

New Mex i c o ) , on a t o t a l n o n p a r t i c i p a t i n g - a c r e a g e b a s i s , respec­

t i v e l y , w i t h a p p r o v a l of the D i r e c t o r and Commissioner, p r o v i d e d 

such e x t e n s i o n i s s u b m i t t e d t o the D i r e c t o r and Commissioner not 

l a t e r than 60 days p r i o r t o the e x p i r a t i o n of the s a i d 7 year 

p e r i o d . 

Any expansion of the U n i t Area p u r s u a n t t o t h i s s e c t i o n 

which embraces l a n d s t h e r e t o f o r e e l i m i n a t e d p u r s u a n t t o t h i s sub­

s e c t i o n 2 ( e ) s h a l l n o t be c o n s i d e r e d a u t o m a t i c commitment or r e ­

commitment of such l a n d s . 

( f ) N o t w i t h s t a n d i n g t h e p r o v i s i o n s of s u b s e c t i o n 2 ( e ) 

h e r e o f , a l l l e g a l s u b d i v i s i o n s of u n i t i z e d l a n d s , as d e f i n e d i n 

2( e ) above, t h e t i t l e t o the fee of w h i c h i s i n the Commissioner 

of P u b l i c Lands of the S t a t e of New Mexico, no p a r t of which are 

e n t i t l e d t o be i n a p a r t i c i p a t i n g area w i t h i n f i v e ( 5 ) years 

a f t e r t h e f i r s t day of the month f o l l o w i n g the e f f e c t i v e d a t e of 

t h i s agreement, s h a l l be e l i m i n a t e d a u t o m a t i c a l l y from t h i s a gree­

ment, e f f e c t i v e as of the f i r s t day t h e r e a f t e r , and such l a n d s 

s h a l l no l o n g e r be a p a r t of the U n i t Area and s h a l l no l o n g e r 

be s u b j e c t t o t h i s agreement. 

3. UNITIZED LAND AND UNITIZED SUBSTANCES. A l l o i l and 

gas i n the here i n a b o v e d e s c r i b e d l a n d s committed t o t h i s agreement, 



as t o the B i s t i Lower G a l l u p Sand, are u n i t i z e d under the terms 

of t h i s agreement and are h e r e i n c a l l e d " u n i t i z e d substances", 

and s a i d lands s h a l l c o n s t i t u t e s a i d lands h e r e i n r e f e r r e d t o as 

" u n i t i z e d l a n d s " or " l a n d s s u b j e c t t o t h i s agreement". 

The B i s t i Lower G a l l u p Sand s h a l l be c o n s t r u e d t o mean 

the sand and r e s e r v o i r encountered i n the d r i l l i n g by The B r i t i s h -

American O i l Producing Company of i t s Marye #1 Well between the 

depths of 4,826 f e e t and 5,000 f e e t as shown by the Schlumberger 

e l e c t r i c l o g o f s a i d w e l l , which w e l l i s l o c a t e d i n the N o r t h e a s t 

Q u a r t e r of the N o r t h e a s t Q u a r t e r (NE/4 NE/4), S e c t i o n 1, Township 

25 N o r t h , Range 13 West, San Juan County, New Mexico. 

4. UNIT OPERATOR. The B r i t i s h - A m e r i c a n O i l Producing 

Company i s hereby d e s i g n a t e d as U n i t Operator and by s i g n a t u r e 

h e r e t o as U n i t Operator agrees and consents t o accept the d u t i e s 

of U n i t O perator f o r the development and p r o d u c t i o n of u n i t i z e d 

substances as h e r e i n p r o v i d e d . Whenever r e f e r e n c e i s made h e r e i n 

t o the U n i t O p e r a t o r , such r e f e r e n c e means the U n i t Operator a c t ­

i n g i n t h a t c a p a c i t y and not as an owner of i n t e r e s t i n u n i t i z e d 

substances, and the t e r m " w o r k i n g i n t e r e s t owner" when used h e r e i n 

s h a l l i n c l u d e or r e f e r t o U n i t O p e r a t o r as the owner of a w o r k i n g 

i n t e r e s t when such i n t e r e s t i s owned by i t . 

The term " w o r k i n g i n t e r e s t owner", as used h e r e i n s h a l l 

mean the owner of such an i n t e r e s t committed h e r e t o as may be 

o b l i g a t e d t o bear or share a p o r t i o n of a l l c o s t s and expenses 

of d r i l l i n g , d e v e l o p i n g , p r o d u c i n g and o p e r a t i n g the u n i t i z e d 

l a n d under t h i s agreement and the U n i t O p e r a t i n g Agreement. 

5. RESIGNATION OR REMOVAL OP UNIT OPERATOR. U n i t Operator 

s h a l l have t he r i g h t t o r e s i g n a t any t i m e , but such r e s i g n a t i o n 

s h a l l n o t become e f f e c t i v e so as t o r e l e a s e U n i t Operator from 

the d u t i e s and o b l i g a t i o n s of U n i t Operator and t e r m i n a t e U n i t 

O p e r a t o r ' s r i g h t s as such f o r a p e r i o d of s i x ( 6 ) months a f t e r 

n o t i c e of i n t e n t i o n t o r e s i g n has been ser v e d by U n i t Operator 

on a l l w o r k i n g i n t e r e s t owners and the D i r e c t o r , Commissioner and 

the Commission, 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 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 

by the Commission as to State lands, unless a new Unit Operator 

s h a l l have been selected and approved and s h a l l have taken over 

and assumed the d u 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 of said p e r i o d . 

The r e s i g n a t i o n of Unit Operator s h a l l not release Unit 

Operator from any l i a b i l i t y or d e f a u l t by i t hereunder occurring 

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 U n i t 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, be subject 

to removal by the same percentage vote of the owners of working 

i n t e r e s t determined i n l i k e manner as he r e i n provided f o r the 

s e l e c t i o n of a new Unit Operator. Such removal s h a l l be e f f e c ­

t i v e upon n o t i c e thereof to the D i r e c t o r and Commissioner. 

In a l l such instances of r e s i g n a t i o n or removal, u n t i l 

a successor Unit Operator i s selected and approved, as h e r e i n ­

a f t e r provided, the working i n t e r e s t owners s h a l l be j o i n t l y 

responsible f o r the performance of the d u t i e s of Unit Operator 

ahd s h a l l , not l a t e r than 30 days before such r e s i g n a t i o n or 

removal 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 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 , t i t l e or i n t e r e s t as 

the owner of a working i n t e r e s t or other i n t e r e s t s 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 equipment, m a t e r i a l s , and appurtenances used i n conducting 

the u n i t operations as owned by the working i n t e r e s t owners to 

the new duly q u a l i f i e d successor Unit Operator or t o the owners 

thereof i f no such new Unit Operator i s e l e c t e d , t o be used f o r 

the purpose of conducting u n i t o p e r a t i o n hereunder. Nothing 

herein s h a l l be construed as a u t h o r i z i n g removal 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 of any 

w e l l s . 
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6. SUCCESSOR UNIT OPERATOR* Whenever the 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, the working i n t e r e s t owners s h a l l 

by a f f i r m a t i v e Vote of at l e a s t S i x t y - F i v e (65%) per cent of t h e i r 

v o t i n g i n t e r e s t s , based on the percentage p a r t i c i p a t i o n s assigned 

to t r a c t s i n the p a r t i c i p a t i n g area, s e l e c t a successor Unit 

Operator; provided, however, t h a t should any working i n t e r e s t 

owner own a v o t i n g i n t e r e s t of more than T h i r t y - F i v e (35%) per 

cent, the vote of said p a r t y s h a l l not serve to disapprove the 

s e l e c t i o n of a new Unit Operator approved by Eighty (80%) per 

cent or more of the v o t i n g i n t e r e s t s of the remaining working 

i n t e r e s t owners and provided, f u r t h e r , t h a t the Unit Operator 

s h a l l not vote t o succeed i t s e l f and i t s v o t i n g i n t e r e s t s h a l l 

not be counted i n a vote concerning i t s removal as the Unit Opera­

t o r . Such s e l e c t i o n s h a l l not become e f f e c t i v e u n t i l (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 s h a l l 

have been approved by the D i r e c t o r and Commissioner. 

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 

A l l 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 working i n t e r e s t owners, a l l i n accordance w i t h the 

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

Operator and the working i n t e r e s t owners, 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 e r e s t owners and the Unit Operator, 

as provided i n t h i s s e c t i o n whether one or more, are herein r e ­

f e r r e d t o as the "Unit Operating Agreement". Such Unit Operating 

Agreement s h a l l also provide the manner i n which the working i n ­

t e r e s t owners s h a l l be e n t i t l e d t o receive t h e i r respective pro­

p o r t i o n a t e and a l l o c a t e d share of the b e n e f i t s accruing hereto i n 

conformity w i t h t h e i r u n d e r l y i n g operating agreements, leases, or 

other independent c o n t r a c t s and such other r i g h t s and o b l i g a t i o n s 

as between Unit Operator and the working i n t e r e s t owners as may be 



agreed upon by the Unit Operator and the working i n t e r e s t owners. 

However, no such Unit Operating Agreement s h a l l be deemed e i t h e r 

to modify the terms and c o n d i t i o n s of t h i s Unit Agreement or to 

r e l i e v e the Unit Operator of any r i g h t or o b l i g a t i o n e s t a b l i s h e d 

under t h i s Unit Agreement, and i n case of any i n c o n s i s t e n c y or 

c o n f l i c t between the Unit Agreemnet and the Unit Operating Agree­

ment, t h i s Unit Agreement s h a l l p r e v a i l . Three (3) true copies 

of any Unit Operating Agreement executed pursuant to t h i s s e c t i o n 

s h a l l be f i l e d with the Supervisor and a copy f i l e d with the 

Commissioner. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as 

otherwise s e p c i f i c a l l y provided h e r e i n , the e x c l u s i v e r i g h t , 

p r i v i l e g e , and duty of e x e r c i s i n g any and a l l r i g h t s of the 

p a r t i e s hereto i n c l u d i n g s u r f a c e r i g h t s , which are necessary or 

convenient for the prospecting f o r , producing, s t o r i n g , a l l o c a t ­

ing, and d i s t r i b u t i n g the u n i t i z e d substances, are hereby granted 

and delegated to and s h a l l be e x e r c i s e d by the Unit Operator as 

h e r e i n provided. Acceptable evidence of t i t l e to s a i d r i g h t s 

s h a l l be deposited with s a i d Unit Operator and, together with 

t h i s agreement, s h a l l c o n s t i t u t e and d e f i n e the r i g h t s , p r i v i l e g e s , 

and o b l i g a t i o n s of U n i t O p e r a t o r . N o t h i n g h e r e i n , however, s h a l l 

be c o n s t r u e d t o t r a n s f e r t i t l e t o any l a n d , l e a s e , r o y a l t y i n t e r e s t , 

w o r k i n g i n t e r e s t , o p e r a t i n g agreement or c o m m u n i t i z a t i o n agreement, 

i t b eing u n d e r s t o o d t h a t under t h i s agreement the U n i t Operator, 

i n i t s c a p a c i t y as U n i t O p e r a t o r , s h a l l e x e r c i s e the r i g h t s of 

p o s s e s s i o n and use v e s t e d i n the p a r t i e s h e r e t o o n l y f o r the p u r ­

poses h e r e i n s p e c i f i e d . 

9. DISCOVERY. Inasmuch as w e l l s capable of producing 

u n i t i z e d substances i n paying q u a n t i t i e s ( t o - w i t : q u a n t i t i e s suf­

f i c i e n t to repay the cost of d r i l l i n g , and producing operations, 

v.'ith a reasonable p r o f i t ) from the B i s t i Lower Gallup Sand have 

already been d r i l l e d , t e s t e d and completed w i t h i n the Unit Area 

and production in paying q u a n t i t i e s i s c u r r e n t l y being taken 

then• from, no i n i t i a l t e s t w e l l i s r e q u i r e d under the terms of 

t h i s U n i t Agreement. 



10. PLAN OP FURTHBR DEVELOPMENT AND OPERATION. I t i s 

agreed that the unitized land w i l l be operated under a plan of 

pressure maintenance or some form of secondary recovery in order 

to effect the greatest recovery of unitized substances, prevent 

waste and conserve natural resources. The Unit Operator i s 

authorized to in j e c t gas, o i l , liqu e f i e d petroleum gas, brine, 

water or a combination of said substances and any one or more of 

said substances, Irrespective of whether produced from the B i s t i 

Lower Gallup Sand, into the B i s t i Lower Gallup Sand through any 

well or wells now or hereafter completed therein; provided, how­

ever, that the above operations may be conducted by Unit Operator 

only in accordance with a plan of operation approved by the Super­

visor, Commissioner and the Commission. The parties hereto hereby 

grant to the Unit Operator the use of brine or water or both from 

any formation within the Unit Area for injec t i n g into the B i s t i 

Lower Gallup Sand. 

On or before the eff e c t i v e date of this agreement, Unit 

Operator s h a l l submit for the approval of the Supervisor, Commis­

sioner and the Commission an acceptable plan of development and 

operation for the unitized land which, when approved by the 

Supervisor, Commissioner and the Commission, sh a l l 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 e x i s t ­

ing plan, the Unit Operator s h a l l submit for the approval of the 

Supervisor, Commissioner and the Commission a plan or plans for 

an additional specified period for the development and operation 

of the unitized land. Said i n i t i a l plan and a l l revisions thereof 

s h a l l be as complete and adequate as the Supervisor and Commissioner 

may determine to be necessary for timely operations and development 

consistent herewith. Said plan or plans s h a l l be modified or 

supplemented when necessary to meet changed conditions or to 

protect the i n t e r e s t s of a l l parties to t h i s agreement. Reason­

able diligence s h a l l be exercised in complying with the obligations 
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of the approved plan of development and operation. After the 

effective date hereof, no further wells, except such as may be 

necessary to afford protection against operations not under this 

agreement or such as may be s p e c i f i c a l l y approved by the Super­

visor, Commissioner and the Commission s h a l l be d r i l l e d except 

in accordance with a plan of development approved as herein pro­

vided. 

11. PARTICIPATION. The lands described in Exhibit "C" 

hereto are recognized as reasonably proved to be productive of 

unitized substances in paying quantities and are hereby desig­

nated and fixed as the " i n i t i a l p a r t i c i p a t i n g area". 

In said Exhibit "C", attached hereto and made a part 

hereof, there i s l i s t e d and numbered the various t r a c t s within 

the i n i t i a l p a r t i c i p a t i n g area, and set opposite each tract i s a 

figure which represents the percentage pa r t i c i p a t i o n to which such 

t r a c t s h a l l be e n t i t l e d i f a l l of said t r a c t s are committed hereto 

as of the effe c t i v e date of t h i s agreement. In the event l e s s 

than a l l t r a c t s within the i n i t i a l p a r t i c i p a t i n g area are com­

mitted hereto as of the ef f e c t i v e date of th i s agreement, Unit 

Operator, as soon as practicable after the effective date of th i s 

agreement s h a l l f i l e with the Supervisor, Commissioner and the 

Commission a schedule of those t r a c t s within the i n i t i a l p a r t i c i ­

pating area committed hereto as of said effective date, which said 

schedule s h a l l be designated "Revised Exhibit C" and considered for 

a l l purposes as a part of t h i s agreement. Such Revised Exhibit "C" 

s h a l l set forth opposite each such committed tract within the 

i n i t i a l p a r t i c i p a t i n g area a revised percentage pa r t i c i p a t i o n 

therefor, which s h a l l be calculated by using the same tra c t 

factors and formula which were used to arrive at the percentage 

par t i c i p a t i o n of each t r a c t as set out on Exhibit "C" attached 

hereto but applying the same only to the committed t r a c t s . Such 

Revised Exhibit "C" unless disapproved by the Director, Commissioner 

or the Commission within 30 days after f i l i n g , s h a l l supersede, 

eff e c t i v e as of the effe c t i v e date hereof, the percentage 
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p a r t i c i p a t i o n s s et f o r t h i n E x h i b i t "C" a t t a c h e d h e r e t o u n t i l a 

f u r t h e r r e v i s i o n ( o r r e v i s i o n s ) t h e r e o f i s f i l e d w i t h and approved 

by the D i r e c t o r , Commissioner and Commission as h e r e i n a f t e r p r o ­

v i d e d . The percentage p a r t i c i p a t i o n f o r each t r a c t as shown on 

E x h i b i t "C" a t t a c h e d h e r e t o , or as may be shown on the Revised 

E x h i b i t "C" as above p r o v i d e d , i s c a l c u l a t e d and d e t e r m i n e d i n 

accordance w i t h t h e t r a c t f a c t o r s and f o r m u l a set f o r t h i n Sec­

t i o n 12 h e r e o f and s h a l l govern t he a l l o c a t i o n of p r o d u c t i o n on 

and a f t e r t h e e f f e c t i v e date o f t h i s U n i t Agreement u n t i l the 

p a r t i c i p a t i n g area i s r e v i s e d and the r e v i s e d percentage p a r t i ­

c i p a t i o n s are f i l e d w i t h and approved by the D i r e c t o r , Commis­

s i o n e r and the Commission as h e r e i n a f t e r p r o v i d e d . 

The 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 hereby as the i n i t i a l 

p a r t i c i p a t i n g area may be r e v i s e d from time t o t i m e , s u b j e c t t o 

a p p r o v a l by t h e D i r e c t o r , Commissioner and the Commission, when­

ever such a c t i o n appears p r o p e r as a r e s u l t of f u r t h e r d r i l l i n g 

o p e r a t i o n s or o t h e r w i s e , t o i n c l u d e a d d i t i o n a l l a n d t h e n regarded 

as r e a s o n a b l y p r o v e d t o be p r o d u c t i v e i n p a y i n g q u a n t i t i e s or de­

t e r m i n e d t o be e s s e n t i a l f o r u n i t o p e r a t i o n s and the p a r t i c i p a t i n g 

p e r centage f o r each t r a c t i n the p a r t i c i p a t i n g area so e n l a r g e d 

s h a l l be r e v i s e d , s u b j e c t t o the a p p r o v a l of the D i r e c t o r , 

Commissioner and Commission i n accordance w i t h t h e same f o r m u l a 

and f a c t o r s as were used t o a r r i v e a t the percentage p a r t i c i p a t i o n 

of each t r a c t as s e t f o r t h i n E x h i b i t "C"; p r o v i d e d , however, t h a t 

n o t w i t h s t a n d i n g a n y t h i n g h e r e i n w h i c h may be c o n s t r u e d t o the con­

t r a r y , i n any r e v i s i o n of the p a r t i c i p a t i n g area the r e v i s e d p e r ­

centage p a r t i c i p a t i o n s of the r e s p e c t i v e t r a c t s which were p a r t i ­

c i p a t i n g p r i o r t o such r e v i s i o n s h a l l remain i n the same r a t i o 

one t o a n o t h e r . U n i t O p e r a t o r s h a l l , w i t h i n e i g h t ( 8 ) months 

from and a f t e r the o f f i c i a l date of c o m p l e t i o n o f a u n i t w e l l 

o c c a s i o n i n g a r e v i s i o n of the p a r t i c i p a t i n g area, f i l e w i t h the 

D i r e c t o r , Commissioner and t h e Commission a p p r o p r i a t e i n s t r u ­

ments o u t l i n i n g and e s t a b l i s h i n g the r e v i s e d p a r t i c i p a t i n g area 

occasioned by such w e l l . The e f f e c t i v e date of any r e v i s i o n of 



the p a r t i c i p a t i n g area s h a l l be the f i r s t of the month f o l l o w i n g 

the date on which the r e v i s i o n of the p a r t i c i p a t i n g area i s approved 

by the D i r e c t o r , Commissioner and the Commission, p r o v i d e d t h a t a 

more a p p r o p r i a t e 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 

U n i t Operator and approved by the D i r e c t o r , Commissioner and the 

Commission. No l a n d s h a l l be exc l u d e d from a p a r t i c i p a t i n g area 

on account of d e p l e t i o n of the u n i t i z e d substances. I t i s the 

i n t e n t of t h i s s e c t i o n t h a t a p a r t i c i p a t i n g area s h a l l be com­

p r i s e d of a d j o i n i n g p a r c e l s of l a n d i n d i v i d u a l l y c o n t a i n i n g not 

i n excess of e i g h t y ( 80) acres c o n s i s t i n g of one or more Government 

survey q u a r t e r - q u a r t e r s e c t i o n s , or l o t e q u i v a l e n t s i n i n s t a n c e s 

of i r r e g u l a r s u r v e y s , on each of which p a r c e l s t h e r e i s a w e l l 

capable of p r o d u c i n g i n p a y i n g q u a n t i t i e s or which, i n the absence of 

such w e l l t h e r e o n , are n e v e r t h e l e s s d e t e r m i n e d t o be e s s e n t i a l f o r 

u n i t o p e r a t i o n s ; but r e g a r d l e s s of any r e v i s i o n of the p a r t i c i p a t ­

i n g area,* n o t h i n g h e r e i n c o n t a i n e d s h a l l be c o n s t r u e d as r e q u i r i n g 

any r e t r o a c t i v e a d j u s t m e n t f o r p r o d u c t i o n o b t a i n e d p r i o r t o the 

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

I n the absence of agreement a t any time between t h e U n i t 

Operator and the D i r e c t o r , Commissioner and the Commission as t o 

the p r o p e r d e f i n i t i o n or r e d e f i n i t i o n o f a p a r t i c i p a t i n g area, the 

p o r t i o n of a l l payment a f f e c t e d t h e r e b y may be impounded i n a 

manner m u t u a l l y a c c e p t a b l e t o the owners of w o r k i n g i n t e r e s t s , 

except r o y a l t i e s due ( a ) the U n i t e d S t a t e s and The Navajo T r i b e of 

I n d i a n s , h e r e i n a f t e r r e f e r r e d t o as " I n d i a n s " , and ( b ) the S t a t e 

of New Mexico, wh i c h s h a l l be d e t e r m i n e d by the S u p e r v i s o r and 

the Commissioner, r e s p e c t i v e l y , t o be h e l d as unearned money u n t i l 

a p a r t i c i p a t i n g area as r e v i s e d i s f i n a l l y approved and then a p p l i e d 

as earned or r e t u r n e d i n accordance w i t h d e t e r m i n a t i o n of the sum 

due as F e d e r a l , I n d i a n , and S t a t e r o y a l t y on the b a s i s of such 

approved p a r t i c i p a t i n g area. 

Whenever i t i s d e t e r m i n e d s u b j e c t t o the a p p r o v a l of the 

S u p e r v i s o r as t o w e l l s on F e d e r a l and I n d i a n l a n d and the Commis­

s i o n e r as t o w e l l s on S t a t e l a n d , t h a t a w e l l d r i l l e d under t h i s 
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agreement i s not capable of p r o d u c i n g i n paying q u a n t i t i e s or 

determined not t o be e s s e n t i a l f o r u n i t o p e r a t i o n s and i n c l u s i o n 

of the l a n d on which i t 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 i s 

unw a r r a n t e d , p r o d u c t i o n from such w e l l s h a l l , f o r the purposes 

of s e t t l e m e n t among a l l p a r t i e s o t h e r than w o r k i n g i n t e r e s t owners, 

be a l l o c a t e d t o the l a n d s on which t he w e l l i s l o c a t e d so l o n g 

as the w e l l i s not w i t h i n a p a r t i c i p a t i n g area. S e t t l e m e n t f o r 

working i n t e r e s t b e n e f i t s f o r such a w e l l s h a l l be made as p r o ­

v i d e d i n the U n i t O p e r a t i n g Agreement. 

I f , subsequent t o the e f f e c t i v e date of t h i s agreement, 

any a d d i t i o n a l t r a c t w i t h i n t h e i n i t i a l p a r t i c i p a t i n g area be­

comes committed h e r e t o under t h e p r o v i s i o n s of S e c t i o n 28 h e r e o f , 

or any committed t r a c t w i t h i n the i n i t i a l p a r t i c i p a t i n g area i s 

excluded h e r e f r o m under the p r o v i s i o n s of S e c t i o n 27, U n i t Operator 

s h a l l r e v i s e E x h i b i t "C" t o show the new perc e n t a g e p a r t i c i p a t i o n s 

of the committed t r a c t s i n t h e i n i t i a l p a r t i c i p a t i n g area, which 

r e v i s e d e x h i b i t s h a l l , upon i t s f i l i n g and a p p r o v a l by the D i r e c t o r , 

Commissioner and the Commission, supersede as of i t s e f f e c t i v e d• r < . 

the l a s t p r e v i o u s l y e f f e c t i v e E x h i b i t "C". I n any such r e v i s i o n 

of E x h i b i t "C" the r e v i s e d p e r c e n t a g e p a r t i c i p a t i o n s of the r e ­

s p e c t i v e t r a c t s which were committed h e r e t o p r i o r t o such r e ­

v i s i o n s h a l l remain i n the same r a t i o one t o an o t h e r . 

12, ALLOCATION OF PRODUCTION. For the purpose of d e t e r ­

m i n i n g any and a l l b e n e f i t s a c c r u i n g under t h i s agreement each 

t r a c t committed h e r e t o w i t h i n the p a r t i c i p a t i n g area s h a l l have 

a l l o c a t e d t o i t a p r o p o r t i o n , e q u a l t o i t s percentage p a r t i c i p a ­

t i o n of a l l u n i t i z e d substances produced f r o m the u n i t i z e d l a n d 

( e x c e p t any p a r t t h e r e o f used i n c o n f o r m i t y w i t h good o p e r a t i n g 

p r a c t i c e s w i t h i n t h e U n i t Area f o r d r i l l i n g , o p e r a t i n g , camp and 

o t h e r p r o d u c t i o n or development purposes, f o r p r e s s u r e maintenance 

or secondary r e c o v e r y o p e r a t i o n s i n accordance w i t h a p l a n of opera-

t i o n approved by t h e S u p e r v i s o r , Commissioner and the Commission, or 

u n a v o i d a b l y l o s t ) . The amount of u n i t i z e d substances a l l o c a t e d t o 

each t r a c t i n the p a r t i c i p a t i n g area s h a l l be deemed t o be produced 



from such t r a c t . I t i s hereby agreed that production of unitized 

substances from any part of the participating area s h a l l be a l l o ­

cated as provided herein regardless of whether o i l or gas i s being 

produced from any p a r t i c u l a r tract committed hereto. I f the work­

ing i n t e r e s t s or the royalty i n t e r e s t s in any tract are divided 

with respect to separate parcels or portions of such tract and 

owned severally by different persons, the percentage participation 

assigned to such t r a c t s h a l l , in the absence of a recordable in­

strument among a l l owners fixing the division of ownership be 

divided among such parcels or portions in proportion to the number 

of surface acres in each. 

The Percentage Participation for each tract in the P a r t i ­

cipating Area as set forth in Section 11 hereof was determined, 

and any revisions thereof s h a l l be determined, in accordance with 

the following formula, which i s hereby adopted: 

Total Tract Original Stock Tank O i l in Place 
i n Bench 1 by Microlog Survey. X 100 

Total Participating Area Original Stock Tank 3 
Oil in Place in Bench 1 by Microlog 
Survey 

Plus 

Total Tract Original Stock Tank Oil In Place 
in Benches 1, 2 and 3 by Adjusted 
E l e c t r i c Log S. P. P r o f i l e X 100 

Total Participating Area Original Stock Tank 3 
Oil in Place in Benches 1, 2 and 3 
by Adjusted E l e c t r i c Log S. P. P r o f i l e 

Plus 

Total Tract O i l Production during Base Period X 100 
Total Participating Area O i l Production during 3 

Base Period 

= Tract Percentage Participation 

In connection with the foregoing formula, i t i s recognized 

and agreed t h a t the B i s t i Lower Gallup Sand as hereinabove defined 

i s a common reservoir, consisting of three productive i n t e r v a l s , 

each of which has a d i f f e r e n t value as to the number of b a r r e l s of 

stock tank o i l per acre f o o t i n place. Said productive i n t e r v a l s 

are r e f e r r e d t o herein as Bench 1, Bench 2 and Bench 3, r e s p e c t i v e l y , 

and are defined as f o l l o w s : 



Bench 1 - s h a l l mean and r e f e r to the same i n t e r v a l of 
the B i s t i Lower Gallup Sand encountered i n 
the British-American Marye No. 1 Well between 
depths of 4833 f e e t and 4863 feet as shown by 
the Schluraberger e l e c t r i c log of said w e l l 
which w e l l i s located i n the Northeast Quarter 
of the Northeast Quarter (NE/4 NE/4) of Sec­
t i o n 1, Township 25 North, Range 13 West, San 
Juan County, New Mexico; 

Bench 2 - s h a l l mean and r e f e r to the same i n t e r v a l of 
B i s t i Lower Gallup Sand encountered i n the 
said British-American Marye No. 1 Well be­
tween depths of 4863 f e e t and 4880 f e e t as 
shown by the Schluraberger e l e c t r i c log of 
said w e l l ; 

Bench 3 - s h a l l mean and r e f e r to the same i n t e r v a l 
of the B i s t i Lower Gallup Sand encountered 
i n said B ritish-American Marye No. 1 Well 
between depths of 4880 f e e t and 4948 f e e t 
as shown by the Schlumberger e l e c t r i c log 
of said w e l l . 

I t i s f u r t h e r agreed t h a t the Percentage P a r t i c i p a t i o n of 

each t r a c t i n the P a r t i c i p a t i n g Area, as set f o r t h i n Section 11 

hereof, was c a l c u l a t e d and determined, and any r e v i s i o n thereof s h a l l 

be c a l c u l a t e d and determined, by a p p l i c a t i o n of the foregoing f o r ­

mula i n connection w i t h the f o l l o w i n g f a c t o r s , d e f i n i t i o n s and 

procedure: 

A. The o r i g i n a l stock tank o i l i n place i n each t r a c t i n 

the P a r t i c i p a t i n g Area and i n the P a r t i c i p a t i n g Area as a whole, 

based on microlog survey, were determined as f o l l o w s : 

(1) The acre f e e t of pr o d u c t i v e sand i n Bench 1 of 
the B i s t i Lower Gallup Sand i n each t r a c t i n 
the P a r t i c i p a t i n g Area was determined from net 
isopach maps constructed f o r said bench, based 
on microlog survey made i n accordance w i t h 
acceptable g e o l o g i c a l and engineering p r a c t i c e s 
and u t i l i z i n g accurate survey data of the sur­
face area of each t r a c t i n the P a r t i c i p a t i n g 
Area. 

(2) The acre f e e t of productive sand i n Bench 1 
of the B i s t i Lower Gallup Sand i n the whole 
of the P a r t i c i p a t i n g Area was then c a l c u l a t e d 
by adding the acre f e e t of productive sand i n 
a l l t r a c t s i n the P a r t i c i p a t i n g Area. 

(3) I t was determined i n accordance w i t h the best 
engineering p r a c t i c e s u t i l i z i n g a l l of the 
ge o l o g i c a l and engineering i n f o r m a t i o n a v a i l ­
able t h a t the o r i g i n a l stock tank o i l i n place 
per acre f o o t i n Bench 1 of the B i s t i Lower 
Gallup Sand, based on microlog survey, i s 
712.4 b a r r e l s . A ccordingly, the t o t a l stock 
tank o i l i n place (by microlog survey) i n 
Bench 1 of the P a r t i c i p a t i n g Area was ca l c u ­
l a t e d bv, m u l t i o l v i n E the number of acre fe e t 



in Bench 1 of each tract by the number of 
barrels of stock tank o i l per acre feet in 
place, as above indicated. Similarly, the 
total stock tank o i l in place (by microlog 
survey) in Bench 1 of the whole of the P a r t i ­
cipating Area was calculated by multiplying 
the number of acre feet in Bench 1 of a l l 
t r a c t s in the Participating Area by the 
appropriate number of barrels of stock tank 
o i l per acre foot in place, as above i n d i ­
cated. 

B. The ori g i n a l stock tank o i l in place in each tract in 

the Participating Area and in the Participating Area as a whole based 

on e l e c t r i c log se l f - p o t e n t i a l (S. P.) p r o f i l e were determined as 

(1) The acre f e e t of pro d u c t i v e sand i n each of 
the three benches of the B i s t i Lower Gallup 
Sand i n each t r a c t i n the P a r t i c i p a t i n g Area 
was determined from net isopach maps con­
s t r u c t e d f o r each of the said respective 
.three benches based on e l e c t r i c l o g s e l f -
p o t e n t i a l p r o f i l e s i n accordance w i t h 
acceptable g e o l o g i c a l and engineering 
p r a c t i c e s and u t i l i z i n g accurate survey 
data of the surface area of each t r a c t i n 
the P a r t i c i p a t i n g Area. In t h i s connection 
i t i s understood t h a t the productive sand 
thicknesses of each of the three benches as 
depicted on the said r e s p e c t i v e net isopach 
maps represent the non-adjusted productive 
sand thicknesses (which were determined by 
pla n i m e t e r i n g the area under the e l e c t r i c 
log s e l f - p o t e n t i a l p r o f i l e and d i v i d i n g by 
the value of the s t a t i c s e l f - p o t e n t i a l 
measured on the up the hole Point Lookout 
Formation) and t h a t i n determining the acre 
f e e t of productive sand i n each bench i n 
each t r a c t the pr o d u c t i v e sand thicknesses 
as depicted by said isopachs were adjusted 
(based on a v a i l a b l e core a n a l y s i s ) by 
m u l t i p l y i n g the non-adjusted productive sand 
thicknesses by c o r r e c t i o n f a c t o r s f o r each 
of the respective benches as f o l l o w s : 

(2) The acre feet of productive sand in each of 
the three benches of the B i s t i Lower Gallup 
Sand in the whole of the Participating Area 
was then calculated by adding the acre feet 
of productive sand in each of the three 
benches in a l l t r a c t s in the Participating 
Area. 

(3) I t was determined i n accordance w i t h the 
best engineering p r a c t i c e s u t i l i z i n g a l l 
a v a i l a b l e engineering and g e o l o g i c a l i n f o r ­
mation a v a i l a b l e that the o r i g i n a l stock 

f ollows: 

C o r r e c t i o n Factor 

Bench 1 
Bench 2 
Bench 3 

1.0887 
0.4347 
0.4228 



tank o i l i n place per acre f o o t f o r each of 
the s a i d t h r e e p r o d u c t i v e benches c o m p r i s i n g 
the B i s t i Lower G a l l u p Sand based on e l e c t r i c 
l o g s e l f - p o t e n t i a l p r o f i l e s i s as f o l l o w s : 

Bench 1 -.659.8 b a r r e l s per acre f o o t 
Bench 2 - 391.0 b a r r e l s per acre f o o t 
Bench 3 - 379.3 b a r r e l s per acre f o o t 

A c c o r d i n g l y , t he t o t a l s t o c k tank o i l i n p l a c e 
(by e l e c t r i c l o g s e l f - p o t e n t i a l ) f o r each bench 
i n each t r a c t i n the P a r t i c i p a t i n g Area was 
c a l c u l a t e d by m u l t i p l y i n g t h e number of acre f e e t 
of each bench i n each t r a c t by the a p p r o p r i a t e 
number of b a r r e l s of s t o c k t a n k o i l per acre 
f o o t i n p l a c e f o r each bench as above i n d i c a t e d . 
S i m i l a r l y , t h e t o t a l s t o c k t a n k o i l i n p l a c e 
(by e l e c t r i c l o g s e l f - p o t e n t i a l ) f o r each bench 
i n t h e whole of the P a r t i c i p a t i n g Area was c a l ­
c u l a t e d by m u l t i p l y i n g t h e number of acre f e e t 
of each bench i n a l l t r a c t s i n the P a r t i c i p a t i n g 
Area by the a p p r o p r i a t e number of b a r r e l s of 
st o c k t a n k o i l per acre f o o t i n p l a c e f o r each 
bench as above i n d i c a t e d . 

( 4 ) The t o t a l s t o c k tank o i l i n p l a c e (by e l e c t r i c 
l o g s e l f - p o t e n t i a l ) i n each t r a c t i n the 
P a r t i c i p a t i n g Area was t h e n c a l c u l a t e d by 
t o t a l l i n g the s t o c k t a n k o i l i n p l a c e i n a l l 
benches i n each t r a c t i n the P a r t i c i p a t i n g 
Area. S i m i l a r l y , the t o t a l s t o c k t a n k o i l i n 
p l a c e (by e l e c t r i c l o g s e l f - p o t e n t i a l ) i n the 
whole of the P a r t i c i p a t i n g Area was de t e r m i n e d 
by t o t a l l i n g t h e s t o c k t a n k o i l i n p l a c e i n a l l 
benches i n a l l t r a c t s i n the P a r t i c i p a t i n g Area. 

C. The t r a c t o i l production during the base period and the 

P a r t i c i p a t i n g Area o i l production during the base period were d e t e r ­

mined as f o l l o w s : 

( 1 ) For the purposes of t h i s agreement the "base 
p e r i o d " s h a l l mean and r e f e r t o the p r o d u c t i o n 
of o i l d u r i n g t h e f i r s t t h r e e months of 1959 
(J a n u a r y , February and March, 1959); p r o v i d e d , 
however, t h a t t h e "base p e r i o d " f o r any w e l l 
not h a v i n g produced t h r e e months p r i o r t o 
January 1 , 1959, s h a l l be t h e l a s t t h r e e months 
of t h e f i r s t s i x months i n w h i c h s a i d w e l l has 
produced. However, whenever a w e l l i s t o be 
c o n v e r t e d t o an i n j e c t i o n w e l l b e f o r e produc­
i n g i t f o r a s u f f i c i e n t p e r i o d t o q u a l i f y as 
t o t he base p r o d u c t i o n p e r i o d under the f o r ­
mula s e t f o r t h h e r e i n or as t o any w e l l w i t h i n 
the P a r t i c i p a t i n g Area t h a t has not been p r o ­
d u c i n g as of the e f f e c t i v e date of t h i s agree­
ment f o r a s u f f i c i e n t p e r i o d t o q u a l i f y as t o 
the base p r o d u c t i o n p e r i o d under the f o r m u l a 
s e t f o r t h h e r e i n , t he p r o d u c t i o n f o r the "base 
p e r i o d " may be c a l c u l a t e d a t any r a t e up t o 
the maximum a l l o w a b l e which may be agreed t o 
by s i x t y - f i v e p er cent ( 6 5 % ) of the w o r k i n g 
i n t e r e s t owners and approved by the D i r e c t o r 
and Commissioner. 
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( 2 ) A l l o i l p r o d u c t i o n o b t a i n e d from each t r a c t 
d u r i n g the base p e r i o d , as above d e f i n e d , 
c o n s t i t u t e s " t o t a l t r a c t o i l p r o d u c t i o n d u r i n g 
base p e r i o d " and the t o t a l of a l l o i l p r o d u c t i o n 
o b t a i n e d d u r i n g the base p e r i o d from a l l t r a c t s 
i n the p a r t i c i p a t i n g area c o n s t i t u t e s " t o t a l 
p a r t i c i p a t i n g area o i l p r o d u c t i o n d u r i n g base 
p e r i o d " ; p r o v i d e d , however, t h a t o n l y o i l p r o ­
d u c t i o n which i s not i n excess of the top 
a l l o w a b l e i n e f f e c t f o r the B i s t i F i e l d d u r i n g 
the f i r s t q u a r t e r of 1959 ( i . e . , 51 b a r r e l s 
per w e l l f o r a l l w e l l s h a v i n g f o r t y (40) acres 
a l l o c a t e d t h e r e t o and one-hundred two (102) 
b a r r e l s per w e l l f o r a l l w e l l s h a v ing e i g h t y (80) 
a c r e s a l l o c a t e d t h e r e t o ) s h a l l be taken i n t o ac­
count i n computing " t o t a l t r a c t o i l p r o d u c t i o n 
d u r i n g base p e r i o d " and " t o t a l p a r t i c i p a t i n g area 
o i l p r o d u c t i o n d u r i n g bas p e r i o d " . 

D. The Percentage P a r t i c i p a t i o n f o r each t r a c t i n the P a r t i ­

c i p a t i n g Area was then c a l c u l a t e d by a p p l i c a t i o n of the f o r m u l s h e r e ­

inabove f i r s t s e t f o r t h i n t h i s s e c t i o n . 

£. Whenever a newly completed p r o d u c i n g w e l l i s t o be i n ­

c l u d e d i n an e n l a r g e d P a r t i c i p a t i n g Area, b e f o r e such w e l l has been 

produced f o r a s u f f i c i e n t p e r i o d t o q u a l i f y as t o t h e base p r o d u c t i o n 

p e r i o d under t h e f o r m u l a set f o r t h h e r e i n a b o v e , p r o d u c t i o n f o r the 

base p e r i o d may be c a l c u l a t e d a t any r a t e up t o the maximum a l l o w ­

a b l e by the f o l l o w i n g methods, i f such i s agreed t o by s i x t y - f i v e 

per c e n t ( 6 5 % ) of the w o r k i n g i n t e r e s t owners and approved by the 

D i r e c t o r and t h e Commissioner: 

( a ) P r i o r t o n o t i c e a b l e e f f e c t frora p r e s s u r e main­
tenance and a f t e r a t l e a s t two c a l e n d a r months* 
p r o d u c t i o n of such w e l l , the e n g i n e e r i n g sub­
committee w i l l e x t r a p o l a t e the p r o d u c t i o n curve 
of s a i d w e l l f o r a c o n s e c u t i v e 180 day p e r i o d 
f r o m date of f i r s t p r o d u c t i o n . Then, such sub­
committee s h a l l d e t e r m i n e t h e average d a i l y 
r a t e of p r o d u c t i o n of such w e l l f o r the l a s t 
90 days of such 180 day p e r i o d and s h a l l then 
m u l t i p l y such average d a i l y r a t e of p r o d u c t i o n 
by t h e number of days w i t h i n the t h r e e c a l e n d a r 
months used i n subparagraph ( c ) of t h i s p a r a ­
graph E t o e s t a b l i s h the t o t a l P a r t i c i p a t i n g 
Area P r o d u c t i o n d u r i n g base p e r i o d i n r e l a t i o n 
t o such newly completed w e l l . T h i s s h a l l be 
c o n s i d e r e d as the t o t a l o i l p r o d u c t i o n d u r i n g 
base p e r i o d f o r such newly completed p r o d u c i n g 
w e l l , or a t the d i s c r e t i o n of the o p e r a t o r of 
such newly completed p r o d u c i n g w e l l , such opera­
t o r may w i t h h o l d the i n c l u s i o n of such w e l l 
from the e n l a r g e d P a r t i c i p a t i n g Area u n t i l 
s i x c a l e n d a r months of a c t u a l p r o d u c t i o n has 
taken p l a c e . 

( b ) A f t e r e f f e c t s of p r e s s u r e maintenance become 
n o t i c e a b l e , the p r o d u c t i o n f o r the base p e r i o d 
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f o r a newly completed producing w e l l which 
i s t o be included w i t h i n an enlarged P a r t i ­
c i p a t i n g Area s h a l l be c a l c u l a t e d by the 
engineering subcommittee by s e t t i n g a reason­
able i n i t i a l p o t e n t i a l and decline rate based 
on a l l a v a i l a b l e data from surrounding w e l l s 
and other w e l l s located i n a s i m i l a r area of 
the r e s e r v o i r f o r the p e r i o d p r i o r to n o t i c e ­
able e f f e c t of pressure maintenance and s h a l l 
c a l c u l a t e the production by the d e c l i n e curve 
method described i n subparagraph (a) hereof. 

(c) As to a newly completed producing w e l l which 
i s t o be included w i t h i n P a r t i c i p a t i n g Area 
the t o t a l P a r t i c i p a t i n g Area O i l Production 
During Base Period s h a l l be considered as the 
t o t a l a c t u a l u n i t production from the P a r t i c i ­
p a t i n g Area p r i o r t o enlargement f o r the three 
calendar months immediately p r i o r t o the e f f e c ­
t i v e date of the enlargement of such P a r t i c i p a t ­
ing Area plus the Tot a l O i l Production During 
Base Period e s t a b l i s h e d under subparagraphs 
(a) and (b) hereof f o r the newly completed 
w e l l . 

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND. 

Any p a r t y or p a r t i e s hereto owning or c o n t r o l l i n g the working i n t e r e s t 

or a m a j o r i t y of the working i n t e r e s t s 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 Super­

v i s o r as t o Federal and Indian land and the Commissioner as t o State 

land, and subject to the p r o v i s i o n s of the Unit Operating Agreement, 

at such p a r t y ' s sole r i s k , cost and expense, d r i l l or work over a 

t e s t w e l l to t e s t the B i s t i Lower Gallup Sand Formation i f such l o c a ­

t i o n i s not w i t h i n a p a r t i c i p a t i n g area, or d r i l l or work over any 

w e l l not mutually agreed t o by a l l i n t e r e s t e d p a r t i e s , unless w i t h i n 

n i n e t y (90) days from r e c e i p t of n o t i c e from 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 or work over the w e l l the Unit Operator e l e c t s 

and commences to d r i l l or work over such 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 or worked over by the Unit Operator under 

t h i s agreement. 

I f any w e l l d r i l l e d or worked over, as a f o r e s a i d , by a 

working 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 pr o p e r l y be included i n a p a r t i c i p a t ­

ing area, such p a r t i c i p a t i n g area s h a l l be enlarged as provided i n 

t h i s agreement, and the p a r t y or p a r t i e s paying the cost of d r i l l ­

ing or working oyer such w e l l s h a l l be reimbursed as provided i n 
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the Unit Operating Agreement for the cost of d r i l l i n g or working 

over such well, and the well s h a l l thereafter be operated by Unit 

Operator in accordance with the terms of t h i s agreement and the 

Unit Operating Agreement. 

If any well d r i l l e d or worked over, as aforesaid, by a 

working interest owner obtains production in quantities i n s u f f i c i e n t 

to j u s t i f y the inclusion in a participating area of the land upon 

which such well i s situated, such well may be operated and pro­

duced by the party d r i l l i n g or working over the same subject to 

the conservation requirements of th i s agreement. The r o y a l t i e s 

in amount or value of production from any such well s h a l l be paid 

as specified in the underlying lease and agreements affected. 

14. ROYALTY SETTLEMENT. The United States, the Indians, 

and the State of New Mexico and a l l royalty owners who, under 

existing contracts, are en t i t l e d to take in kind a share of the 

unitized substances produced from any t r a c t , s h a l l hereafter be 

e n t i t l e d to take in kind their share of the unitized substances 

allocated to such t r a c t , and Unit Operator, or in case of the 

operation of a well by a working interest owner as herein in 

special cases provided for, such working interest owner s h a l l 

make d e l i v e r i e s of such royalty share taken in kind in conformity 

with the applicable contracts, laws and regulations. Settlement 

for royalty i n t e r e s t s not taken in kind s h a l l be made by working 

i n t e r e s t owners responsible therefor under existing contracts, 

laws and regulations on or before the l a s t day of each month 

for unitized substances produced during the preceding calendar 

month; provided, however, that nothing herein contained shall 

operate to relieve the lessees of any land from their respective 

lease obligations for the payment of any r o y a l t i e s due under their 

leases except that said r o y a l t i e s s h a l l be computed in accordance 

with the terms of th i s agreement. 

(a) If any or a l l of the parties hereto have, prior to 

the effective date of this agreement, commenced the in j e c t i o n of 

gas into the Lower Bisti-Gallup Sand within the participating area. 



they s h a l l be e n t i t l e d to recover such gas in proportion to the 

quantity of gas which each has injected therein as of the effec­

tive date hereof from f i f t y percent (50%) of any and a l l gas pro­

duced from the participating area u n t i l such time as they have 

individually recovered the t o t a l amount of gas injected by each 

of them up to the ef f e c t i v e date of this agreement. At such 

time as the quantity of gas hereinabove specified has been re­

covered by each of the working interest owners en t i t l e d thereto, 

the remaining gas produced from the participating area s h a l l be 

governed by the applicable terms and provisions of t h i s agreement. 

Royalty and overriding royalty owners agree that a royalty and 

overriding royalty s h a l l only be due and payable on the gas 

covered and dealt with in t h i s paragraph to the royalty owners 

or overriding royalty owners from whose lease and lands such gas 

was o r i g i n a l l y produced and that no other or additional royalty 

s h a l l be due on the quantity of gas above specified. 

(b) I f , subsequent to the effective date hereof, gas 

obtained from lands not subject to this agreement i s introduced 

into the unitized land for use in pressure maintenance, stimula­

tion of production, or increasing ultimate recovery, which s h a l l 

be in conformity with a plan f i r s t approved by the Supervisor, 

Commissioner and the Commission, a l i k e amount of gas, l e s s 

appropriate deductions for lo s s from any cause, may be withdrawn 

from the formation into which the gas wsis introduced, royalty free 

as to dry gas, but not as to the products extracted therefrom; pro­

vided that such withdrawal s h a l l be pursuant to such conditions 

and formulas as may be prescribed or approved by the Supervisor 

and the Commissioner; and, provided further, that such right of 

withdrawal s h a l l terminate on the termination of this agreement. 

If l i q u e f i e d petroleum gases obtained from lands or formations 

not subject to th i s agreement be injected into the unitized land 

for the purpose of increasing ultimate recovery, which shall be 

in conformance with a plan f i r s t approved by the Supervisor and 

Commissioner, part or a l l of such liquefied petroleum gases may 
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be withdrawn r o y a l t y f r e e pursuant to such c o n d i t i o n s and formulas 

as may be prescribed or approved by the Supervisor and Commissioner. 

(c ) Royalty due the United States and the Indians s h a l l be 

computed as provided i n the operating 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 kind as to a l l u n i t i z e d substances on the basis of 

the amounts hereof a l l o c a t e d to u n i t i z e d Federal and Indian lands 

as provided herein at the rat e s p e c i f i e d i n the respective Federal 

and Indian leases, or at such lower r a t e or rates as may be author­

ized 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 such 

average p r o d u c t i o n s h a l l be determined i n accordance w i t h the oper­

a t i n g r e g u l a t i o n s as though the p a r t i c i p a t i n g area were a s i n g l e 

consolidated lease. 

(d) 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 

1ands. 

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 working 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 herein contained s h a l l operate to r e l i e v e 

the lessees of any land from t h e i r respective 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 i n l i e u thereof 

due under t h e i r leases. Rental or minimum r o y a l t y f o r lands of 

the United States and the Indians subject to t h i s agreement s h a l l 

be paid at the rate s p e c i f i e d i n the respective leases from the 

United States and the Indians unless such r e n t a l or minimum r o y a l t y 

i s waived, suspended, or reduced by law or by approval of the 

Secretary of the I n t e r i o r ( h e r e i n a f t e r c a l l e d "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 to t h i s agree­

ment s h a l l be paid at the rate s p e c i f i e d i n the respective leases, 

or may be reduced or suspended under the order of the Commissioner 

pursuant to a p p l i c a b l e laws and r e g u l a t i o n s . 



With respect to any lease on non-Federal and non-Indian 

land containing provisions which would terminate such lease unless 

d r i l l i n g operations were within the time therein specified com­

menced upon the land covered thereby or rentals paid for the 

privilege of deferring such d r i l l i n g operations, the rentals re­

quired thereby s h a l l , notwithstanding any other provision of this 

agreement, be deemed to accrue and become payable during the term 

thereof as extended by th i s agreement and u n t i l the required d r i l l ­

ing operations are commenced upon the land covered thereby or some 

portion of such land i s included within the participating area. 

16. CONSERVATION. Operations hereunder and production of 

unitized substances s h a l l be conducted to provide for the most 

economical and e f f i c i e n t recovery of such substances as to prevent 

waste as defined by or pursuant to State or Federal law or regula­

tion. 

17. DRAINAGE. The Unit Operator s h a l l take appropriate 

and adequate measures to prevent drainage of unitized substances 

from unitized land by wells on land not subject to this agreement, 

or, with consent of the Director and Commissioner, pursuant to 

applicable regulations pay a f a i r and reasonable compensatory 

royalty as determined by the Supervisor and Commissioner. 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The 

terms, conditions, and provisions of a l l leases, subleases, and 

other contracts relating to exploration, d r i l l i n g , development, or 

operation for o i l or gas of lands committed to this agreement are 

hereby expressly modified and amended to the extent necessary to 

make the same conform to the provisions hereof, but otherwise to 

remain in f u l l force and ef f e c t ; and the parties hereto hereby 

consent that the Secretary as to Federal and Indian leases and 

the Commissioner as to State leases s h a l l and each by his approval 

hereof, or by the approval hereof by his duly authorized representa­

tive, does hereby establish, a l t e r , change or revoke the d r i l l i n g , 

producing, rental, minimum royalty and royalty requirements of 

Federal, Indian, and State leases committed hereto and the regula­

tions in respect thereto to conform said requirements to the 
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provisions of this agreement, and without limiting the generality 

of the foregoing, a l l leases, subleases, and contracts are p a r t i ­

cularly modified in accordance with the following: 

(a) The development and operation of lands subject 

to t h i s agreement under the terms hereof s h a l l be deemed 

f u l l performance of a l l obligations for development and 

operation with respect to each and every part or sepa­

rately owned t r a c t subject to t h i s agreement, regardless 

of whether there i s any development of any par t i c u l a r 

part or tra c t of the Unit Area, notwithstanding any­

thing to the contrary in any lease, operating agree­

ment, or other contract by and between the parties 

hereto, or their respective predecessors in in t e r e s t , 

or any of them. 

(b) D r i l l i n g and producing operations performed 

hereunder upon any tra c t of unitized land w i l l be 

accepted and deemed to be performed upon and for 

the benefit of each and every tract of unitized land, 

and no lease s h a l l be 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 opera­

tions on a l l unitized lands pursuant to direction or 

consent of the Secretary (or his duly authorized rep­

resentative) and the Commissioner s h a l l be deemed to 

constitute such suspension pursuant to such direction 

or consent as to each and every tr a c t of unitized land. 

(d) Each lease, sublease, or contract relating 

to the exploration, d r i l l i n g , development pr opera­

tion for o i l or gas of lands other than those of the 

United States and Indians, committed to t h i s agreement, 

which, by i t s terms might expire prior to the termina­

tion of t h i s agreement, i s hereby extended beyond any 

such term so provided therein so that i t s h a l l be con­

tinued in f u l l force and effect for and during the term 

of t h i s agreement. 
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( e ) Any F e d e r a l l e a s e f o r a f i x e d term of twenty 

(20) years or any renewal t h e r e o f or any p a r t of such 

l e a s e which i s made s u b j e c t t o t h i s agreement s h a l l 

c o n t i n u e i n f o r c e beyond the term p r o v i d e d t h e r e i n 

u n t i l the t e r m i n a t i o n h e r e o f . Any o t h e r Federal l e a s e 

and any I n d i a n l e a s e committed h e r e t o s h a l l c o n t i n u e 

i n f o r c e beyond the term so p r o v i d e d t h e r e i n or by 

law as t o the committed l a n d so l o n g as such l a n d 

remains committed h e r e t o . 

( f ) Each sublease or c o n t r a c t r e l a t i n g t o the 

o p e r a t i o n and development of u n i t i z e d substances from 

l a n d s of the U n i t e d S t a t e s and of the I n d i a n s committed 

t o t h i s agreement, w h i c h by i t s terms would e x p i r e p r i o r 

t o the time a t which t he u n d e r l y i n g l e a s e , as extended 

by t he i m m e d i a t e l y p r e c e d i n g p a r a g r a p h , w i l l e x p i r e , 

i s hereby extended beyond any such term so p r o v i d e d 

t h e r e i n so t h a t i t s h a l l be c o n t i n u e d i n f u l l f o r c e 

and e f f e c t f o r and d u r i n g the terms of the u n d e r l y i n g 

l e a s e as such term i s h e r e i n extended. 

( g ) The s e g r e g a t i o n of any F e d e r a l l e a s e committed 

t o t h i s agreement i s governed by the p r o v i s i o n s i n the 

f o u r t h p a r a g r a p h of S e c t i o n 1 7 ( b ) of the A c t , as amended 

by the Act of J u l y 29, 1954 (68 S t a t . 583, 585). 

( h ) Any I n d i a n l e a s e h a v i n g o n l y a p o r t i o n of i t s 

lands committed h e r e t o s h a l l be segregated as t o the 

p o r t i o n committed and the p o r t i o n not committed, and 

the p r o v i s i o n s of such leas e s h a l l a p ply s e p a r a t e l y 

t o such s e g r e g a t e d p o r t i o n s commencing as of the 

e f f e c t i v e d a t e h e r e o f . 

( i ) Any l e a s e embracing l a n d s of the S t a t e of 

New Mexico h a v i n g o n l y a p o r t i o n of i t s l a n d s com­

m i t t e d h e r e t o s h a l l be s e g r e g a t e d as t o the p o r t i o n 

committed and as t o the p o r t i o n not committed and the 



terms of such l e a s e s s h a l l apply s e p a r a t e l y as t o 

such segregated p o r t i o n s commencing as of the e f f e c ­

t i v e date h e r e o f . N o t w i t h s t a n d i n g any of the p r o v i ­

s i o n s of t h i s agreement t o the c o n t r a r y , any lease 

embracing l a n d s of the S t a t e of New Mexico h a v i n g 

o n l y a p o r t i o n of i t s l a n d committed h e r e t o s h a l l 

c o n t i n u e i n f u l l f o r c e and e f f e c t beyond the term 

p r o v i d e d t h e r e i n as t o a l l l a n d s embraced i n such 

l e a s e , i f U n i t i z e d Substances are d i s c o v e r e d and 

are capable o f being produced i n p a y i n g q u a n t i t i e s 

from some p a r t of the l a n d s embraced i n such lease 

committed t o t h i s agreement or some p a r t of the la n d s 

embraced i n such S t a t e l e a s e i s i n c l u d e d i n the 

P a r t i c i p a t i n g Area a t the e x p i r a t i o n of the secon­

dary t e r m o f such l e a s e ; or i f , a t the e x p i r a t i o n of 

the secondary term, t he l e s s e e or the U n i t Operator 

i s t h e n engaged i n bona f i d e d r i l l i n g or r e w o r k i n g 

o p e r a t i o n s on some p a r t of the la n d s embraced t h e r e i n 

s h a l l remain i n f u l l f o r c e and e f f e c t so l o n g as such 

o p e r a t i o n s are being d i l i g e n t l y p r o s e c u t e d , and i f 

they r e s u l t , i n the p r o d u c t i o n of U n i t i z e d Substances, 

s a i d l e a s e s h a l l c o n t i n u e i n f u l l f o r c e and e f f e c t as 

t o a l l of the l a n d s embraced t h e r e i n , so l o n g t h e r e ­

a f t e r as U n i t i z e d Substances are produced i n p a y i n g 

q u a n t i t i e s from any p o r t i o n of s a i d l a n d s , s u b j e c t t o 

the p r o v i s i o n s and l i m i t a t i o n s of s u b s e c t i o n 2 ( f ) h e r e o f . 

19. COVENANTS RUN WITH LAND. The covenants h e r e i n s h a l l 

be c o n s t r u e d t o be covenants r u n n i n g w i t h the l a n d w i t h r e s p e c t t o 

the i n t e r e s t s of the p a r t i e s h e r e t o and t h e i r successors i n i n t e r e s t 

u n t i l t h i s agreement t e r m i n a t e s , and any g r a n t , t r a n s f e r , or con­

veyance of i n t e r e s t i n l a n d or l e a s e s s u b j e c t h e r e t o s h a l l be and 

hereby i s c o n d i t i o n e d upon the assumption of a l l p r i v i l e g e s and 

o b i i g a t i o n s hereunder by the g r a n t e e , t r a n s f e r e e , or o t h e r successor 

i n i n t e r e s t . No assignment or t r a n s f e r of any w o r k i n g i n t e r e s t sub­

j e c t h e r e t o s h a l l be b i n d i n g upon the II t Operator u n t i l the f i r s t 

:'ay of the c a l e n d a r month a f t e r U n i t Operator i s f u r n i s h e d w i t h 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 trans­

fer; and no assignment or transfer of any royalty interest shall 

be binding upon the working interest owner responsible therefor 

u n t i l the f i r s t day of the calendar month after said working i n ­

terest owner i s furnished with the o r i g i n a l , photostatic or c e r t i ­

fied copy of the instrument of transfer. 

20. EFFECTIVE DATE AND TERM. This agreement shall become 

effective upon approval by the Director, Commissioner and the 

Indian Commissioner, or their duly authorized representatives, 

as of the f i r s t day of January, 1960, and s h a l l remain in effect 

so long as unitized substances can be produced from the unitized 

land in paying quantities, i . e . in t h i s p a r t i c u l a r instance in 

quantities s u f f i c i e n t to pay for the cost of producing same, and, 

should production cease, so long thereafter as diligent operations 

are in progress for the restoration of production and so long 

thereafter as such unitized substances can be produced as afore­

said. This agreement s h a l l remain in effect during any period of 

suspension approved by the Director and the Commissioner as pro­

vided for in Section 18(c) hereof. 

This agreement may be terminated at any time by the working 

interest owners whose voting i n t e r e s t s aggregate not l e s s than 

ninety percent (90%), subject to the approval of the Director 

and the Commissioner; notice of any such approval s h a l l be given 

by Unit Operator to a l l parties hereto. 

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. 

The Director i s hereby vested with authority to a l t e r or modify 

from time to time in his d i s c r e t i o n the quantity and rate of pro­

duction 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 allocation program, which 

i s established, recognized, and generally adhered to by the majority 

of operators in such State, such authority being hereby limited to 

a l t e r a t i o n or modification in the public i n t e r e s t , the purpose 

thereof and the public i n t e r e s t to be served thereby to be stated 
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i n the order o f a l t e r a t i o n or m o d i f i c a t i o n . W i t h o u t r e g a r d t o the 

f o r e g o i n g , the D i r e c t o r i s a l s o hereby v e s t e d w i t h a u t h o r i t y t o 

a l t e r or modify from time t o time i n h i s d i s c r e t i o n the r a t e of 

p r o s p e c t i n g and development and the q u a n t i t y and r a t e of p r o d u c t i o n 

under t h i s agreement when such a l t e r a t i o n or m o d i f i c a t i o n i s i n 

the i n t e r e s t of a t t a i n i n g the c o n s e r v a t i o n o b j e c t i v e s s t a t e d i n 

t h i s agreement and i s not i n v i o l a t i o n of any a p p l i c a b l e F e d e r a l 

or S t a t e law. I t i s agreed, f u r t h e r , t h a t no such a l t e r a t i o n or 

m o d i f i c a t i o n s h a l l be e f f e c t i v e as t o any l a n d of the St a t e of 

New Mexico as t o the r a t e of p r o s p e c t i n g and development i n the 

absence o f t h e s p e c i f i c w r i t t e n a p p r o v a l t h e r e o f by the Commissioner 

and as t o t h e q u a n t i t y and r a t e of p r o d u c t i o n i n t h e absence of 

s p e c i f i c w r i t t e n a p p r o v a l t h e r e o f by the Commission. 

Powers i n t h i s s e c t i o n v e s t e d i n the D i r e c t o r s h a l l o n l y 

be e x e r c i s e d a f t e r n o t i c e t o U n i t O p e r a t o r and o p p o r t u n i t y f o r 

h e a r i n g t o be h e l d not l e s s than f i f t e e n (15) days from n o t i c e . 

22. APPEARANCES. U n i t O p e r a t o r s h a l l , a f t e r n o t i c e t o 

o t h e r p a r t i e s a f f e c t e d , have t he r i g h t t o appear f o r or on b e h a l f 

of any and a l l i n t e r e s t s a f f e c t e d hereby b e f o r e the Department of 

the I n t e r i o r and the Commission and t o appeal from o r d e r s i s s u e d 

under t he r e g u l a t i o n s of s a i d department and/or Commission or t o 

ap p l y f o r r e l i e f f r o m any of s a i d r e g u l a t i o n s or i n any proceed­

i n g s r e l a t i v e t o o p e r a t i o n s b e f o r e t h e Department of the I n t e r i o r , 

the Commission, or o t h e r l e g a l l y c o n s t i t u t e d a u t h o r i t y ; p r o v i d e d , 

however, t h a t any o t h e r i n t e r e s t e d p a r t y s h a l l a l s o have t he r i g h t 

a t h i s or i t s own expense t o be heard i n any such p r o c e e d i n g . 

23. NOTICES. A l l n o t i c e s , demands or s t a t e m e n t s r e q u i r e d 

hereunder t o be g i v e n or rendered t o the p a r t i e s h e r e t o s h a l l be 

deemed f u l l y g i v e n i f g i v e n i n w r i t i n g and p e r s o n a l l y d e l i v e r e d 

t o the p a r t y or sent by p o s t p a i d r e g i s t e r e d or c e r t i f i e d m a i l , 

addressed t o such p a r t y or p a r t i e s a t t h e i r r e s p e c t i v e addresses 

s e t f o r t h i n c o n n e c t i o n w i t h t h e s i g n a t u r e s h e r e t o or t o the 

r a t i f i c a t i o n or consent h e r e o f or t o such o t h e r address as any 

such p a r t y may have f u r n i s h e d i n w r i t i n g t o p a r t y sending the 

n o t i c e , demand or s t a t e m e n t . 
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24. NO WAIVER OP CERTAIN RIGHTS. Nothing in this agree­

ment contained s h a l l be construed as a waiver by any party hereto 

of the right to assert any legal or constitutional right to 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 land i s located, or of the United States or regula­

tions issued thereunder in any way affecting such party, or as a 

waiver by any such party of any right beyond his or i t s authority 

to waive. 

25. UNAVOIDABLE DELAY. A l l obligations under t h i s agree­

ment requiring the Unit Operator to commence or continue d r i l l i n g 

or to operate on or to produce unitized substances from any of the 

lands covered by t h i s agreement s h a l l be suspended while, but only 

so long as, the Unit Operator despite the exercise of due care 

and diligence i s prevented from complying with such obligations, 

in whole or in part, by s t r i k e s , acts of God, Federal, State, or 

municipal law or agencies, unavoidable accidents, uncontrollable 

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

in open market, or other matters beyond the reasonable control of 

the Unit Operator whether similar to matters herein enumerated or 

not. 

26. FAIR EMPLOYMENT. In connection with the performance 

of work on Federal lands under t h i s agreement, the Operator agrees 

not to discriminate against any employee or applicant for employ­

ment because of race, r e l i g i o n , color, or national origin. The 

aforesaid provision s h a l l include, but not be limited to, the 

following: Employment, upgrading, demotion, or transfer; re­

cruitment or recruitment advertising, layoff or termination; rates 

of pay or other forms of compensation; and selection for training, 

including apprenticeship. Operator agrees to post hereafter in 

conspicuous places, available for employees and applicants for 

employment, notices to be provided by the contracting o f f i c e r 

setting forth the provisions of the non-discrimination clause. 

The Operator agrees to insert the foregoing provision in 

a l l subcontracts hereunder, except subcontracts for commercial 

supplies or raw materials. 
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The Operator s h a l l also comply with the terms and condi­

tions of the Indian leases while engaged in operations thereon with 

respect to the employment of available Indian labor. 

27. LOSS OF TITLE. In the event t i t l e to any tract of 

unitized land s h a l l f a i l and the true owner cannot be induced to 

join in t h i s Unit Agreement, such tract s h a l l be automatically re­

garded as not committed hereto and there s h a l l 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 the t i t l e 

to any royalty, working inter e s t or any other interest subject 

thereto, payment on delivery on account thereof may be withheld 

without l i a b i l i t y for intere s t 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 land, Indian land, and State 

land or leases, no payments of funds due the United States, Indians, 

or the State of New Mexico should be withheld, but such funds to 

the United States and Indians s h a l l be deposited as directed by 

the Supervisor, and such funds of the State s h a l l be deposited as 

directed by the 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 

in accordance with the f i n a l settlement. 

Unit Operator as such i s relieved from any r e s 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 s u b s t a n t i a l i n t e r e s t i n a t r a c t w i t h i n the U n i t Area f a i l s or 

refuses to subscribe to t h i s agreement, the owner of the working 

i n t e r e s t i n th a t t r a c t may withdraw said t r a c t from t h i s agreement 

by w r i t t e n n o t i c e to the D i r e c t o r , the Commissioner and the Unit 

Operator p r i o r to the approval of t h i s agreement by the D i r e c t o r . 

Any such t r a c t e f f e c t i v e l y committed as to the working i n t e r e s t 

and not so withdrawn s h a l l be considered unitized, and any necessary 

adjustments of royalty occasioned by f a i l u r e of the royalty and re­

cord owner to jo i n w i l l be for the account of the corresponding 

working inter e s t owner. Any o i l or gas intere s t in lands within 

the Unit Area not committed hereto prior to submission of th i s 
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agreement for f i n a l approval may thereafter be committed hereto 

Iry the owner or owners thereof subscribing or consenting to th i s 

agreement and, i f the interest i s a working interest, by the owner 

of such interest also subscribing to the Unit Operating Agreement. 

After operations are commenced hereunder, the right of subsequent 

joinder, as provided in this section, by a working inte r e s t owner 

i s subject to such requirements or approvals, i f any, pertaining 

to such joinder, as may be provided for in the Unit Operating 

Agreement. After f i n a l approval hereof, joinder by a non-working 

interest owner must be consented to in writing by the working 

interest owner committed hereto and responsible for the payment 

of any benefits that may accrue hereunder in behalf of such non-

working i n t e r e s t . Joinder by any owner of a non-working interest, 

at any time, must be accompanied by appropriate joinder by the 

owner of the corresponding working inte r e s t in order for the 

interest to be regarded as e f f e c t i v e l y 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, in order for the inte r e s t to be regarded as e f f e c t i v e l y 

committed to this Unit Agreement. Except as may otherwise herein 

be provided, subsequent joinders to this agreement s h a l l be effec­

tive as of the f i r s t day of the month following the f i l i n g with 

the Supervisor and the Commissioner of duly executed counterparts 

of a l l or any papers necessary to establish effective commitment 

of any t r a c t to th i s agreement unless objection to such joinder 

i s duly made within sixty (60) days by the Director or the Com­

missioner. 

29. COUNTERPARTS. This agreement may be executed in any 

number of counterparts, no one of which needs to be executed by 

a l l p a r t i e s , or may be r a t i f i e d or consented to by separate i n ­

strument in writing s p e c i f i c a l l y referring hereto and s h a l l be 

binding upon a l l those parties who have executed such a counter­

part, 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 part i e s had signed the same document and 

regardless of whether or not i t i s executed by a l l other parties 
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owning or claiming an interest in the lands within the above de­

scribed Unit Area; provided, i f this agreement has not been approved 

by the Director and the Commissioner prior to July 1, 1960, i t s h a l l 

thereupon terminate and be of no further force and effect. 

30. TAXES. The working interest owners s h a l l render and 

pay for their account and the account of the royalty owners a l l valid 

taxes on or measured by the unitized substances in and under or that 

may be produced, gathered and sold from the land subject to this 

contract after 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 i n t e r e s t s in said t r a c t , and may currently 

retain and deduct s u f f i c i e n t of the unitized substances or deriva­

tive products, or net proceeds thereof from the allocated share of 

each royalty owner to secure reimbursement for the taxes so paid. 

No such taxes s h a l l be charged to the United States, Indians, or 

the State of New Mexico or to any lessor who has a contract with 

his lessee which requires the lessee to pay such taxes. 

31. CONFLICT OF SUPERVISION. Neither the Unit Operator 

nor the working i n t e r e s t owners or any of them s h a l l be subject to 

any f o r f e i t u r e , termination, or expiration of any rights hereunder 

or under any leases or contracts subject hereto, or to any penalty 

or l i a b i l i t y on account of delay or f a i l u r e in whole or in part to 

comply with any applicable provisions thereof to the extent that 

the said Unit Operator, working i n t e r e s t owners, or any of them 

are hindered, delayed or prevented from complying therewith by 

reason of the f a i l u r e of the Unit Operator to obtain, in the exer­

c i s e of due diligence, the concurrence of proper representatives 

of the United States and proper representatives of the State of 

New Mexico in and about any matters or things concerning which i t 

i s required herein that such concurrence be obtained. The parties 

hereto, including the Commission, agree that a l l powers and authority 

vested in the Commission in and by any provisions of th i s contract 

are vested in the Commission and s h a l l be exercised by i t pursuant 



to the provisions of the laws of the State of New Mexico and sub­

j e c t in any case to appeal or j u d i c i a l review as may now or here­

after be provided by the laws of the State of New Mexico. 

32. NO PARTNERSHIP. I t i s expressly agreed that the re­

la t i o n of the parties hereto i s that of independent contractors 

and nothing in thi s agreement contained, express or implied, or 

any operations conducted hereunder, s h a l l create or be deemed to 

have created a partnership or association between the parties 

hereto or any of them. 

33. BORDBR AGREEMENTS. Subject to the approval of the 

Director and the Commissioner, the Unit Operator, with concurrence 

of s i x t y - f i v e per cent (65%) of the Working Interest Owners may 

enter into a border-protection agreement or agreements with the 

Working Interest Owners of adjacent lands along the exterior 

boundary of the Unit Area with respect to the operations in the 

border area for the maximum ultimate recovery, conservation pur­

poses and proper protection of the p a r t i e s and in t e r e s t s . 

IN WITNESS WHEREOF, the partie s hereto have caused this 

agreement to be executed as of the date f i r s t above written ard 

have set opposite their respective names the date of execution 

and the address of each of the respective executing p a r t i e s . 

UNIT OPERATOR AND WORKING INTEREST OWNER 

THE BRITISH-AMERICAN OIL PRODUCING COMPANY 

By 

Vice-President 

Addres s 

ATTEST: 

Secretary 

Date of Signature: 
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WORKING INTEREST OWNERS 

ATTEST: 

BENSON-MONTIN-GREER DRILLING CORPORATION 

By 
Vice-President 

Address 

Secretary 

Date of Signature 

EL PASO NATURAL GAS PRODUCTS COMPANY 

By 
Vice-President 

ATTEST: 

Secretary 

Date of Signature 

Addre ss 

HONOLULU OIL CORPORATION 

By 
Vice-President 

ATTEST: 

Secretary 

Date of Signature 

Address 

PHILLIPS PETROLEUM COMPANY 

By 
Vice-President 

ATTEST: 
Address 

Date 

Secretary 

of Signature: 



WORKING INTEREST OWNERS 

SKELLY OIL COMPANY 

By 
V i c e - P r e s i d e n t 

ATTEST: 

S e c r e t a r y 

Date of S i g n a t u r e 

ATTEST: 

S e c r e t a r y 

Date of S i g n a t u r e 

ATTEST: 

S e c r e t a r y 

Date of S i g n a t u r e 

Address 

GULF OIL CORPORATION 

By 
V i c. e - i r esiden + 

Add res s 

THE ATLANTIC REFINING COMPANY 

By 
V i c e - P r e s i d e n t 

Address 

PAN AMERICAN PETROLEUM CORPORATION 

By 
V i c e - P r e s i d e n t 

ATTEST; 
Address 

Date 

S e c r e t a r y 

of S i g n a t u r e : 



WORKING INTEREST OWNERS 

ELLIOTT, INC. 

By 
Vice-President 

ATTEST: 

Secretary 

Date of Signature 

Address 

SUNRAY MID-CONTINENT OIL COMPANY 

By 
Vice-President 

ATTEST: 
Addre s s 

Secretary 

Date of Signature: 

TIDEWATER OIL COMPANY 

By 
Vice-President 

ATTEST: 

Secretary 

Date of Signature 

Address 

By 
Vice-President 

Address 
ATTEST: 

Secretary 

Date of Signature: 
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WORKING INTEREST OWNERS 

Date of Signature: 
Aoklr« 

Date of Signature: 
Address 

Date of Signature: 
Address 

Date of Signature: 
Address 

Date of Signature: 
Address 

Date of Signature: 
Address 

Date of Signature: 
Address 
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ROYALTY INTEREST OWNERS 

Date of Signature: The Navajo Tribe of Indians 

By 
Chairman, Navajo Tribal Council 

Date of Signature: 
Address 

Date of Signature: 
Address 

Date of Signature: 
Address 

Date of Signature: 
Address 

Date of Signature: 
Address 

Date of Signature: 
Address 
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STATE OF TFXAS ) 
) ss. 

COUNTY OF DALLAS ) 

On this day of , 1959, before me, appeared 
______________________________ to me personally known, who, being by me duly 
sworn did say that he is the President of THE BRITISH-AMERICAN OIL PRODUCING 
COMPANY, a corporation, and that the seal affixed to said instrument is the corpo­
rate seal of said corporation, and that said instrument was signed and sealed in be­
half of said corporation by authority of its board of directors, and said 

acknowledged said instrument to be the free 
act and deed of said corporation. 

Given under my hand and seal of office this day of T 

1959. 

My commission expires: Notary Public in and for Dallas County, Texas 

STATE OF ) 
) ss. 

COUNTY OF ) 

On this day of , 1959, before me, appeared 
, to me personally known, who being by me duly 

sworn did say that he is the President of , 
a corporation, and that the seal affixed to said instrument is the corporate seal 
of said corporation, and that said instrument was signed and sealed in behalf of 
said corporation by authority of its board of directors, and said 

acknowledged said instrument to be the free act and 
deed of said corporation. 

Given under my hand and seal of office this day of 
1959. 

Notary Public 
My commission expires: 

STATE OF ) 
) ss. 

COUNTY OF ) 

On this day of , 1959, before me personally 
appeared , to me known to be the person de­
scribed in and who executed the foregoing instrument and acknowledged to me that 
he executed the same as his free act and deed. 

My commission expires: 
Notary Public 



STATE OF ARIZONA ) 
) SS. 

COUNTY OF APACHE ) 

On this day of , 1959, before me appeared 
. to me personally known, who being by me 

duly sworn, did say that he is the (Acting) Chairman of the Navajo Tribal Council, 
and that he did execute the within agreement in behalf of the Navajo Tribe of 
Indians by authority of its Council and that he acknowledged the instrument to 
be the free act and deed of said Navajo Tribe. 

My Commission Expires: 

Notary Public in and for 
Apache County, Arizona 



CERTIFICATION - DETERMINATION 

Pursuant to the authority vested in the Secretary of Interior under 

the allotted Mineral Leasing Act of March 3, 1909, 35 Stat. 783, 25 U. S. C. See. 

396 and the Tribal Land Mineral Leasing Act of May 11, 1938, 52 Stat. 347, 25 

U. S. C. Sees. 396a, et seq., as to certain restricted and allotted Indian lands 

and delegated to the Commissioner of Indian Affairs by Departmental Order No. 2508 

of January 11, 1949, 14 F. R. 258-260, and 

Pursuant to the authority vested in the Secretary of the Interior as to 

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

30 U. S. C. Sees. 181, et seq., and delegated to the Director of the Geological 

Survey pursuant to Departmental Order No. 2365 of October 8, 1947, 43. C. F. R. 

See. 4.611, 12 F. R. 6784, we do hereby: 

A. Approve the attached agreement for the development and operation of 

the West Bisti Lower Gallup Sand Unit Area, San Juan County, State of New Mexico. 

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

contemplated in the attached agreement is necessary and advisable in the public 

interest for the purpose of more properly conserving the natural resources. 

C. Certify and determine that the drilling, producing, rental, and 

royalty requirements of all Indian leases committed to said agreement are hereby 

established, altered, changed or revoked to conform with the terms and conditions 

of this agreement. 

D. Certify and determine that the drilling, producing, rental, minimum 

royalty, and royalty requirements of all Federal leases committed to said agree­

ment are hereby established, altered, changed, or revoked to conform with the terms 

and conditions of this agreement. 

Area Director, Gallup Area Office 
Bureau of Indian Affairs 

Dated 

Dated. 
Director, United States Geological Survey 



CERTIFICATE OF APPROVAL 
BY COMMISSIONER OF PUBLIC LANDS, STATE OF MEW MEXICO, 
OF UNIT AGREEMENT FOR DEVELOPMENT AND OPERATION OF THE 
WEST BISTI LOWER GALLUP SAND UNIT AREA, COUNTY OF 

SAN JUAN, NEW MEXICO. 

There has been presented to the undersigned Commissioner of Public Lands 
of the State of New Mexico for examination, an agreement for the development and 
operation of the West Bisti Lower Gallup Sand Unit Area, San Juan County, New 
Mexico, dated _. . 1959, in which The British-
American Oil Producing Company is designated as Operator, and which has been 
executed by various parties owning and holding oil and gas leases embracing lands 
within the Unit Area and upon examination of said agreement, the Commissioner finds: 

(a) That such agreement will tend to promote conservation 
of o i l and gas and the better utilization of reservoir 
energy in said field; 

(b) That under the operations proposed, the state will receive 
its fair share of the recoverable oil or gas in place under 
its land in the area affected; 

(c) That the agreement is in other respects for the best interests 
of the state; 

(d) That the agreement provides for the unit operation of the field, 
for allocation of production and sharing of proceeds from the 
area covered by the agreement in accordance with a formula for 
participation as specified in the agreement regardless of the 
particular tract from which production is obtained or proceeds 
are derived and for repressuring or secondary recovery opera­
tions. 

NOW, THEREFORE, by virtue of the authority conferred upon me by virtue of 
3ae Laws of the State of New Mexico, I , the undersigned Commissioner of Public 
Lands of the State of New Mexico, for the purpose of more properly conserving the 
o i l and gas resources of the state, do hereby consent to and approve the above 
referred to West Bisti Lower Gallup Sand Unit Agreement as to the lands of the 
State of New Mexico committed hereto, and a l l o i l and gas leases embracing lands 
of the State of New Mexico Committed tp said agreement shall be and the same are 
hereby amended so that the provisions thereof w i l l conform to the provisions of 
said Unit Agreement and so that tJie length pf the secondary term of each such 
tease as to the lands within the;Unit Area wi l l be extended, in so far as is 
necessary, to coincide with the term of said Unit Agreement and in the event the 
term of said Unit Agreement shall be extended as provided therein, such extension 
shall also be effective to extend the term of each o i l and gas lease embracing 
lands of the State of New Mexico committed to said Unit Agreement which would 
otherwise expire, so as to coincide with the extended term of such Unit Agreement. 

IN WITNESS WHEREOF, this Certificate of Approval is executed as of this 
_ day of . , 1959. 

Commissioner of Public Lands of the 
S t n t l * o f Now Mpyir.n 
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EXHIBIT C 
SCHEDULE OF TRACT PERCENTAGE PARTICIPATION 

WEST BISTI LOWER GALLUP SAND UNIT 
SAN JUAN COUNTY, NEW MEXICO 

11-23-59 

Serial No. and 
Tract Date of Lease Percentage 
Number Description or Application Participation 

Navajo Tribal Lands 

1 T26N-R1UW 
Sec. 13: S/2 m/h lU-20-603-735 3.1391 

SEA 11-10-5U 
H.B.P. 

Federal Lands 

5 T26N-R13W 
Sec. 18: Lots 9 & 10 SF-080236 0.7962 
Sec. 19: Lots 3 & U SF-080236-A 

7-1-U8 
H.B.P. 

6 T26N-R13W 
Sec. 18: S/2 SE/U NM-013U92 22.9U71 

Lots 7, 8, 11 & 12 U-1-5U 
Sec. 19: NE/U H.B.P. 

N/2 SE/U 
SE/U SEA 
Lots 1, 2, $ & 6 

Sec. 20: S/2 NEA 
S/2 
NW/U 

7 T26N-R13W 
Sec. 30: N/2 NE/U SF-08oUO2 0.8032 

H.P.D. 

8 T26N-R13W 
Sec. 27: S/2 N/2 SF-078091 26.7UU2 

S/2 2-1-U8 
Sec. 28: A l l H.B.P. 
Sec. 29: N/2 N/2 

9 T26N-R13W 
Sec. 21: S/2 SW/U SF-078932 2.(3U01 

NW/U SW/U 2-1-U8 
H.B.P. 

10 T26N-R13W 
Sec. 21: NE/U SW/U SF-078932 0.3679 

2-1-U8 
H.B.P. 

11 T26N-R13W 
Sec. 33: N/2 NE/U SF-O70156 7.091? 
Sec. 3U: NE/U 2-1-U8 

N/2 NW/U H.B.P. 

1? T26N-R13W 
Sec. 2oT~ S/2 SE/U SF-081028-A 2.773U 

SW/'U l - l - ^ l 



EXHIBIT C (Cont'd) Page 2 

Serial No. and 
Tract Date of Lease Percentage 
Number Description or Application Participation 

Federal Lands (Cont'd) 

13 T26N-R13W 
Sec. 35s N/2 SF-078155 22.7959 

SEA 2-1-U8 
N/2 SW/1* H.B.P. 

T25N-R13W 
Sec. 1: Lots 1, 2, 3, U 

S/2 NE/U 
SEA 

Sec. 12: E/2 NE/U 

State of New Mexico Land 

21 T26N-R13W 
Sec. 36: N/2 NW/U E-U501-8 0.6168 

10-2U-50 
H.B.P. 

22A* T26N-R13W 
Sec. 36: N/2 SE/U E-9707 

SE/U SEA 1-17-56 
SW/U H.B.P. 
SW/U NW/U 

22B* T26N-R13W 
Sec. 36: SE/U NW/U E-U500-3 

10-2U-50 
H.B.P. 

22C* T26N-R13W 
Sec. 36: SW/U SE/U E-31U8-6 

12-10-U9 
H.B.P. 

•Tracts 22A, 22B, and 22C represents the 
total Hospah Unit participation 9.58U6 

TOTAL 100.0000 


