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UNIT AGREEMENT 

FOR THE DEVELOPMENT AND OPERATION OF THE 

STUART LANGLIE-MATTIX UNIT 

LEA COUNTY, NEW MEXICO 

NO. 

THIS AGREEMENT, entered int o as of the _ _ _ day of , 

196 , by and between the parties subscribing, r a t i f y i n g or consenting 

hereto, and herein referred to as "Parties hereto", 

W I T N E S S E T H : 

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

or other o i l or gas interests i n the Unit Area subject to t h i s Agreement; 

and 

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

Mexico i s authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws 

1943 as amended by Sec. 1 of Chap. 162, Laws of 1951, Chap. 7, Art. 11, 

Sec. 39, N.M„S. 1963 anno) to consent to or approve t h i s Agreement on be­

ha l f of the State of New Mexico, insofar as i t covers and includes lands 

and mineral interests of the State of New Mexico; and 

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

Mexico i s authorized by an Act of the Legislature (Sec, 3, Chap- 88, Laws 

of 1943, as amended by Sec. 1, Chap. 162, Laws of 1951, Chap, 7, Art, 11, 

Sec. 41, N.M.S. 1953 anno) to amend wi t h the approval of the lessee, any 

o i l and gas lease embracing State lands so that the length of the term 

of said lease may coincide w i t h the term of such u n i t i z e d development and 

operation of State lands; and 

WHEREAS, the O i l Conservation Commission of the State of New Mexico 

i s authorized by law (Chap. 72, Laws of 1935, as amended by Chap, 193, 

Laws of 1937, Chap. 166, Laws of 1941, and Chap, 168, Laws of 1949) to 

approve t h i s Agreement, and the conservation provisions hereof; and 

WHEREAS, the Mineral Leasing Act of February 25, 1920 (41 Stat, 

437, as amended 30 U.S.C. Sections 181 et seq.) authorizes Federal lessees 

and t h e i r representatives to unite with 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 a cooperative or u n i t 

plan of development or operation of any o i l or gas pool, f i e l d or l i k e area 

or any part thereof for the purpose of more properly conserving the natural 

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 public i n t e r e s t ; and 

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

Stuart Langlie-Mattix Unit Area, covering the land hereinafter described 



to give reasonably e f f e c t i v e control of operation therein; and 

WHEREAS, i t i s the purpose of the parties hereto to enable i n ­

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

natural resources, to prevent waste and secure the other benefits obtainable 

through development and operation of the area subject to t h i s Agreement under 

the terms, conditions and l i m i t a t i o n s herein set f o r t h . 

NOW,THEREFORE, i n consideration of the premises and the promises 

herein contained, the parties hereto commit to t h i s Agreement t h e i r respec­

t i v e i n t e r e s t s i n the below defined Unit Area, and agree severally among 

themselves as follows: 

SECTION 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act 

of February 25, 1920, as amended, supra, and a l l v a l i d pertinent regula­

ti o n s , including operating and u n i t plan regulations, heretofore issued 

thereunder and v a l i d , pertinent and reasonable regulations hereafter issued 

thereunder are accepted and made a part of t h i s Agreement as to Federal 

lands, provided such regulations are not inconsistent w i t h the terms of 

t h i s Agreement; and as to non-Federal lands, the o i l and gas operating 

regulations i n e f f e c t as of the e f f e c t i v e date hereof governing d r i l l i n g 

and producing operations, not inconsistent w i t h the terms hereof or the laws 

of the State i n which the non-Federal land i s located, are hereby accepted 

and made a part of t h i s Agreement. 

SECTION 2. UNIT AREA AND DEFINITIONS. For the purpose of t h i s 

Agreement, the following terms and expressions as used herein s h a l l mean: 

(a) The area described by tra c t s i n Exhibit "B" and depicted on 
Exhibit "A" attached hereto i s hereby designated and recognized as con­
s t i t u t i n g the Unit Area, and i s described as follows: 

LEA COUNTY. NEW MEXICO 

T. 25 S., R, 37 E. 
Section 2: Lot 4, S/2 NW/4 and SW/4 
Section 3: E/2 E/2 
Section 10: N/2 and N/2 S/2 
Section 11: NW/4 NE/4 and NW/4 

containing 1,120.36 acres, more or less. 

(b) "Land Commissioner" i s defined as the Commissioner of Public 
Land of the State of New Mexico. 

(c) "Commission" i s defined as the O i l Conservation Commission of 
the State of New Mexico. 

(d) "Director" i s defined as the Director of the United States 
Geological Survey. 

(e) "Secretary" i s defined as the Secretary of the I n t e r i o r of the 
United States of America or any other person duly authorized to exercise the 
powers vested i n that o f f i c e . 

( f ) "Department" i s defined as the Department of the I n t e r i o r of 
the United States of America. 

(g) "Supervisor" i s defined as the O i l and Gas Supervisor of the 
United States Geological Survey for the region i n which the Unit Area i s 
situated. 

(h) "Unitized Formation" means that i n t e r v a l underlying the Unit 
Area which i s productive of Unitized Substances and the v e r t i c a l l i m i t s of 
which extend from a point 100 feet above the base of the Seven Rivers forma­
t i o n to the base of the Queen formation; said i n t e r v a l having been heretofore 
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found to occur i n Gulf O i l Corporation's J. A, Stuart No, 9 well (located 
3301 FNL and FEL Section 10, Township 25 South, Range 37 East, Lea County, 
New Mexico) at an indicated depth of from 3104 feet to 3518 feet, as re­
corded on the Schlumberger Gamma Ray-Sonic log taken January 1, 1964, said 
log being measured from a Kelly bushing elevation of 3137 feet above sea 
l e v e l . 

( i ) "Unitized Substances" means a l l o i l , gass gaseous substances, 
sulphur contained i n gas, condensate, d i s t i l l a t e and a l l associated and 
constituent l i q u i d or l i q u e f i a b l e hydrocarbons w i t h i n or produced from the 
Unitized Formation, 

( j ) "Unit P a r t i c i p a t i o n " of a Working Interest Owner as used 
herein s h a l l mean the sum of the Tract Participations of such Working In­
terest Owner, either Primary Phase or Secondary Phase, whichever i s per­
t i n e n t , as shown by Tracts for each such Working In t e r e s t Owner i n Exhibit 
"B" to t h i s Agreement. 

(k) "Working I n t e r e s t " i s defined as the r i g h t to search f o r , 
produce and acquire Unitized Substances whether held as an incident of 
ownership of mineral fee simple t i t l e , under an o i l and gas lease, or other­
wise held. 

(1) "Working Interest Owner" i s defined as and shall mean any 
party hereto owning a Working I n t e r e s t , including a carried Working I n ­
terest Owner, holding an i n t e r e s t i n Unitized Substances by v i r t u e of a 
lease, operating agreement, fee t i t l e or otherwise, which interest i s 
chargeable w i t h and obligated to pay or bear, either i n cash or out of pro­
duction, or otherwise, a l l or a portion of the cost of d r i l l i n g , developing 
and producing the Unitized Substances and operations hereunder, 

(m) "Royalty I n t e r e s t " or "Royalty" i s defined as an i n t e r e s t 
other than a Working Interest i n or r i g h t to receive a portion of the 
Unitized Substances or the proceeds thereof and includes the royalty i n ­
terest reserved by the lessor by an o i l and gas lease and any overriding 
royalty i n t e r e s t , o i l payment i n t e r e s t , net p r o f i t contracts, or any other 
payment or burden which does not carry w i t h i t the r i g h t to search for and 
produce Unitized Substances. 

(n) "Royalty Owner" i s defined as and shall mean the owner of a 
Royalty I n t e r e s t . 

(o) "Unit Operating Agreement" i s defined as and s h a l l mean any 
agreement or agreements (whether one or more entered int o separately or 
c o l l e c t i v e l y ) by and between the Unit Operator and the Working Interest 
Owners as provided i n Section 9, i n f r a , and s h a l l be styled "Unit Opera­
t i n g Agreement, Stuart Langlie-Mattix Unit, Lea County, New Mexico", 

(p) "Unit Manager" i s defined as the person or corporation 
appointed by the Unit Working In t e r e s t Owners to perfo rm the duties of the 
Unit Operator u n t i l the selection and q u a l i f i c a t i o n of a successor Unit 
Operator as provided f o r i n Section 8 hereof. 

(q) "Paying Quantities" i s defined as production of Unitized Sub­
stances i n quantities s u f f i c i e n t to pay for the cost of producing same from 
wells on the u n i t i z e d land, 

( r ) "Primary Phase of Operations" i s defined as the status of 
operations during the period that Unitized Substances are produced from the 
Unit Area from the e f f e c t i v e date of t h i s Agreement u n t i l 7:00 o'clock a.m. 
the f i r s t day of the calendar month next following the month i n which 
170,000 barrels of o i l minus the gross o i l production from September 1, 1965 
to the e f f e c t i v e date of t h i s Agreement have been produced from the Unitized 
Formation, The Primary Phase, being predicated upon 100% commitment of the 
Unit Area, s h a l l be subject to correction to coincide with the Primary Phase 
of the u n i t i z e d p o r t i o n of the reservoir i n event of the non-commitment of 
any t r a c t . For the purposes of t h i s d e f i n i t i o n the Operator's Monthly 
Reports, Form C-115, f i l e d w i t h the New Mexico O i l Conservation Commission 
s h a l l be deemed the c o n t r o l l i n g evidence of the production of 170,000 barrels 
n f o i l a f f p . r S p n t p m h p r 1 I Q f i S . 



(s) "Secondary Phase of Operations" i s defined as the status of 
operations f o r the remainder of the term of t h i s Agreement a f t e r the Primary 
Phase has been completed„ 

( t ) "Tract" i s defined as each parcel of land described as such 
and given a t r a c t number i n Exhibit "B"= 

SECTION 3. EXHIBITS. Exhibit "A" attached hereto i s a map showing 

the Unit Area and the boundaries and i d e n t i t y of t r a c t s and leases i n said 

Unit 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 comprising each t r a c t , percentage ownership of each Working Interest 

Owner i n each t r a c t , and the percentage of p a r t i c i p a t i o n each t r a c t has 

during Phases I and I I i n the Unit Area, However, nothing herein or i n said 

schedule or map s h a l l be construed as a representation by any party hereto 

as to the ownership of any i n t e r e s t other than such in t e r e s t or interests 

as are shown i n said map or schedule as owned by such party. Exhibits "A" 

and "B" s h a l l be revised by the Unit Operator whenever changes render such 

revis i o n necessary or when requested by the Supervisor or the Commissioner, 

and at least two copies of such rev i s i o n s h a l l be f i l e d with the Land Com­

missioner and not less than four copies thereof s h a l l be f i l e d w i t h the 

Supervisor as required, 

SECTION 4, EXPANSION. The Unit Area may when practicable be ex­

panded to include therein any additional t r a c t or t r a c t s regarded as rea­

sonably necessary or advisable f o r the purposes of t h i s Agreement, Such 

expansion s h a l l be effected i n the following manners 

(a) The Working Interest Owner or Owners of a t r a c t or tracts 
desiring to bring such t r a c t or t r a c t s i n t o t h i s Unit, s h a l l f i l e , an a p p l i ­
cation therefor w i t h Unit Operator requesting such admission, 

(b) Unit Operator sh a l l c i r c u l a t e a notice to each Working I n ­
terest Owner of the proposed expansion, s e t t i n g out the basis for admis­
sion, the u n i t p a r t i c i p a t i o n to be assigned to such t r a c t or t r a c t s , and 
other pertinent data. After negotiation (at Working Interest Owners' 
meeting or otherwise) i f at least three Working Interest Owners having 
i n the aggregate eighty percent (807o) Secondary Phase P a r t i c i p a t i o n have 
agreed to such t r a c t or t r a c t s being brought int o the Unit, then Unit Opera* 
to r s h a l l : 

(1) After preliminary concurrence by the Director and the 
Land Commissioner prepare a notice of proposed expansion describing the 
contemplated changes i n the boundaries of the Unit Area, the reason there­
f o r , the basis f o r admission of the additional t r a c t or t r a c t s , the Primary 
and Secondary Phase Participations to be assigned thereto and the proposed 
e f f e c t i v e date thereof; and 

(2) Deliver copies of said notice to the Land Commissioner, 
the Supervisor, each Working Interest Owner and to the lessee and lessor 
whose interests are affected, advising such parties that t h i r t y (30) days 
w i l l be allowed for submission to the Unit Operator of any objection to such 
proposed expansion; and 

(3) F i l e , upon the expiration of said t h i r t y (30) day period 
as set out i n (2) immediately above w i t h the Land Commissioner and Super­
vis o r the f o l l o w i n g : (a) Evidence of mailing or d e l i v e r i n g copies of said 
notice of expansion; (b) An application for such expansion; (c) An instrument 
containing the appropriate joinders r e f l e c t i n g the q u a l i f i c a t i o n s of the 
new t r a c t i n the same manner required for the q u a l i f i c a t i o n of tracts under 



Section 14, hereof; and (d) Copies of any objections received. 

The expansion s h a l l , a f t e r due consideration of a l l pertinent 

information and approval by the Land Commissioner, the Commission, and the 

Director, become e f f e c t i v e as of the date prescribed i n the notice thereof, 

preferably the f i r s t day of a month subsequent to the date of notice or on 

such other date as set by the Land Commissioner, the Commission, and the 

Director i n the order or instrument approving such expansion. I n any ap­

proved expansion of the Unit Area, the revised Tract Participations of 

those Tracts which were committed p r i o r to each such expansion s h a l l remain 

i n the same r a t i o one to another. 

SECTION 5. UNITIZED LAND AND UNITIZED SUBSTANCES. A l l land com­

mitted to t h i s Agreement s h a l l constitute land referred to herein as 

"Unitized Land" or "Land subject to t h i s Agreement". A l l o i l and gas i n 

the Unitized Land produced from the Unitized Formations are called "Unitized 

Substances". Nothing herein s h a l l be construed to u n i t i z e , pool, or i n any 

way a f f e c t the o i l , gas and other minerals contained i n or that may be pro­

duced from any formation other than the Unitized Formation as above des­

cribed. 

SECTION 6. UNIT OPERATOR. Gulf O i l Corporation i s hereby desig­

nated the Unit Operator, and by signing t h i s instrument as Unit Operator i t 

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

for the operation, development and production of Unitized Substances as 

herein provided- Whenever reference i s made herein to the Unit Operator, 

such reference means the Unit Operator acting i n that capacity and not as 

an owner of interests i n Unitized Substances, and the term "Working I n ­

terest Owner" when used herein s h a l l include or refer to the Unit Operator 

as the owner of a Working Interest when such an int e r e s t i s owned by i t , 

SECTION 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator 

s h a l l have the r i g h t to resign at any time, but such resignation s h a l l not 

become e f f e c t i v e so as to release Unit Operator from the duties and obliga­

tions of Unit Operator and terminate Unit Operator's r i g h t s as such for a 

period of six (6) months a f t e r w r i t t e n notice of in t e n t i o n to resign has 

been given by Unit Operator to a l l Working Interest Owners, the Land Com­

missioner and the Director, and u n t i l a l l u n i t wells are placed i n a condi­

t i o n s a t i s f a c t o r y to the Supervisor and the Commissioner for suspension, 

abandonment, or operations, whichever i s intended by the u n i t manager, un­

less a new Unit Operator s h a l l have taken over and assumed the duties and 

obligations of Unit Operator p r i o r to the expiration of said period. 

The resignation of Unit Operator s h a l l not release Unit Operator 

from any l i a b i l i t y f o r any default by i t hereunder occurring p r i o r to the 

e f f e c t i v e date of i t s resignation. 

The Unit Operator s h a l l , upon default or f a i l u r e i n the performance 

of i t s duties or obligations hereunder, or for any other cause, be subject 

to removal by two or more of the committed Working Interest Owners having 

i n the aggregate eighty percent (80%) or more Unit P a r t i c i p a t i o n for the 

Secondary Phase of Operations exclusive of the Working Interest Owner who 

-5-



i s the Unit Operator. Such removal sh a l l be e f f e c t i v e upon notice thereof 

to the Land Commissioner and the Director. 

In a l l such instances of e f f e c t i v e resignation or removal, u n t i l 

a successor to Unit Operator i s selected and approved as hereinafter pro­

vided, the Working In t e r e s t Owners sh a l l be j o i n t l y responsible for the per­

formance of the duties of the Unit Operator and s h a l l , not l a t e r than t h i r t y 

(30) days before such resignation or removal becomes e f f e c t i v e , appoint a 

Unit Manager to represent them i n any action to be taken hereunder. 

The resignation or removal of Unit Operator under t h i s Agreement 

sh a l l not terminate i t s r i g h t s , t i t l e or in t e r e s t as the owner of a Working 

Interest or other i n t e r e s t i n Unitized Substances, but upon the resignation 

or removal of Unit Operator becoming e f f e c t i v e , such Unit Operator sh a l l 

deliver possession of a l l equipment, books, and records, materials, appur­

tenances and any other assets, used i n connection with the Unit operations 

and 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 suc­

cessor Unit Operator or to the Unit Manager i f no such new Unit Operator 

i s elected, to be used fo r the purpose of conducting Unit operations here­

under. Nothing herein s h a l l be construed as authorizing the removal of any 

material, equipment or appurtenances needed for the preservation of any 

wells. Nothing herein contained s h a l l be construed to re l i e v e or discharge 

any Unit Operator who resigns or i s removed hereunder fo r any l i a b i l i t y 

or duties accruing or performable by i t p r i o r to the e f f e c t i v e date of such 

resignation or removal. 

SECTION 80 SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator 

s h a l l tender i t s resignation as Unit Operator or sha l l be removed as here­

inabove provided, the Working Interest Owners s h a l l select a successor 

Unit Operator as herein provided. Such selection s h a l l not become effec­

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

duties and r e s p o n s i b l i l i t i e s of Unit Operator, and (b) the selection s h a l l 

have been approved by the Land Commissioner and f i l e d w i t h the Supervisor. 

I f no successor Unit Operator or Unit Manager i s selected and q u a l i f i e d as 

herein provided, the Land Commissioner and the Director, at t h e i r election, 

may declare t h i s Agreement terminated. 

In selecting a successor Unit Operator the a f f i r m a t i v e vote of 

three or more Working I n t e r e s t Owners having a t o t a l of s i x t y percent (60%) 

or more of the t o t a l Voting Interest i n the Unit s h a l l p r e v a i l , provided 

that i f any one Working I n t e r e s t Owner has a voting i n t e r e s t of more than 

f o r t y percent (40%), i t s negative vote or f a i l u r e to vote s h a l l not be re­

garded as s u f f i c i e n t unless supported by the vote of one or more other 

Working In t e r e s t Owners having a combined voting i n t e r e s t of at least 

f i v e percent ( 5 % ) . I f the Unit Operator who i s removed votes only to suc­

ceed i t s e l f or f a i l s to vote, the successor Unit Operator may be selected 

by the a f f i r m a t i v e vote of at least f i f t y - o n e percent (51%) of the voting 

i n t e r e s t remaining a f t e r excluding the voting i n t e r e s t of Unit Operator 

so removed. In voting under t h i s Section 8 each Working Interest Owner 

sh a l l have a Voting I n t e r e s t equal to i t s Secondary Phase Pa r t i c i p a t i o n . 

SECTION 9. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT, 

Costs and expenses incurred by Unit Operator i n ̂ conducting u n i t 
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operations hereunder s h a l l be paid, apportioned among and borne by the 

Working Interest Owners i n accordance w i t h the Unit Operating Agreement. 

Such Unit Operating Agreement s h a l l also provide the manner i n which the 

Working In t e r e s t Owners s h a l l be e n t i t l e d to receive t h e i r respective pro­

portionate and allocated share of the benefits accruing hereto i n con­

formity w i t h t h e i r underlying operating agreements, leases or other i n ­

dependent contracts and such other r i g h t s and obligations as between Unit 

Operator and the Working Interest 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 either to modify any of the terms and conditions 

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 established under t h i s Agreement, and i n case of any inconsis­

tency or c o n f l i c t between t h i s Agreement and the Unit Operating Agreement, 

t h i s Unit Agreement s h a l l p r e v a i l . Two true copies of any Unit Operating 
Agreement executed pursuant to t h i s Section s h a l l be f i l e d w i t h the Land 
Commissioner and three true copies thereof s h a l l be f i l e d w i t h the Super­
visor p r i o r to approval of t h i s Agreement. 

SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as 

otherwise s p e c i f i c a l l y provided herein, the exclusive r i g h t , p r i v i l e g e and 

duty of exercising any and a l l r i g h t s of the parties hereto which are nec­

essary or convenient for prospecting f o r , producing, storing, a l l o c a t i n g 

and d i s t r i b u t i n g the Unitized Substances are hereby delegated to and shall 

be exercised by the Unit Operator as herein provided. Upon request ac­

ceptable evidence of t i t l e to said r i g h t s s h a l l be deposited with said 

Unit Operator, and together w i t h t h i s Agreement, s h a l l constitute and define 

the r i g h t s , p r i v i l e g e s and obligations of Unit Operator. Nothing herein, 

however, s h a l l be construed to transfer t i t l e to any land or to any lease 

or operating agreement, i t being understood that under t h i s Agreement the 

Unit Operator, i n i t s capacity as Unit Operator, s h a l l exercise the r i g h t s 

of possession and use vested i n the parties hereto only f o r the purposes 

herein specified. 

SECTION 11. PLAN OF OPERATIONS. I t i s recognized and agreed by 

the parties hereto that a l l of the land subject to t h i s Agreement i s rea­

sonably proved to be productive of Unitized Substances i n paying quantities 

and that the object and purpose of t h i s Agreement i s to formulate and to put 

i n t o e f f e c t a secondary recovery project i n order to e f f e c t additional re­

covery of Unitized Substances, prevent waste and conserve natural resources. 

The parties hereto agree that the Unit Operator may, subject to the consent 

and approval of a plan of operation by the Working Interest Owners, the 

Supervisor, the Land Commissioner and the Commission, i n j e c t i n t o the 

Unitized Formation, through any w e l l or wells completed therein, brine, water, 

a i r , gas, o i l and any one or more other substances or combination of sub­

stances whether produced from the Unitized Formation or not, and that the 

loc a t i o n of input wells and the rates of i n j e c t i o n therein and the rate of 

production s h a l l be governed by standards of good geologic and petroleum 

engineering practices and conservation methods. After commencement of 

secondary operations, Unit Operator s h a l l furnish the Commissioner and the 



Supervisor monthly i n j e c t i o n and production reports f o r each w e l l i n the 

Unite The Working Interest Owners, the Commissioner and the Supervisor 

s h a l l be furnished periodic reports on the progress of the plan of opera­

t i o n and any revisions or changes thereto necessary to meet changed condi­

tions or to protect the interests of a l l parties to t h i s agreement, which 

revisions and changes s h a l l be subject to approval by the Commission, the 

Commissioner and the Supervisor. Subject to l i k e approval the Plan of 

Operation may be revised as conditions may warrant. 

The i n i t i a l plan of operation s h a l l be f i l e d for approval w i t h 

the Supervisor, the Land Commissioner and the Commission concurrently with 

the f i l i n g of t h i s Unit Agreement for f i n a l approval. Said i n i t i a l plan 

of operation and a l l revisions thereof s h a l l be as complete and adequate 

as the Supervisor, the Land Commissioner and the Commission may determine 

to be necessary f o r timely operation consistent herewith. Reasonable 

diligence s h a l l be exercised i n complying w i t h the obligations of the ap­

proved plan of operation. Thereafter, from time to time before the expira­

t i o n of any ex i s t i n g plan, the Unit Operator s h a l l submit for l i k e approval 

a plan for an additional specified period of operation. 

SECTION 12. EASEMENTS OR USE OF SURFACE. The parties hereto, to 

the' extent of t h e i r r i g h t s and i n t e r e s t , hereby grant to Working Interest 

Owners the r i g h t to use as much of the surface of the land w i t h i n the Unit 

Area as may reasonably be necessary for u n i t operations, including the 

free use of water from the Unit Area f o r u n i t operations, insofar as such 

r i g h t s are granted by the o i l and gas leases. 

SECTION 13, TRACT PARTICIPATION. I n Exhibit "BM attached hereto, 

there are l i s t e d and numbered the various t r a c t s w i t h i n the Unit Area and 

set f o r t h opposite each t r a c t are figures calculated and determined i n 

accordance with the factors set f o r t h i n t h i s section which represent the 

percentage of p a r t i c i p a t i o n allocated to each t r a c t i n the Unit Area during 

the Primary and Secondary Phases of Operations, respectively, as those 

terms are defined herein. 

Beginning at 7:00 a.m. on the e f f e c t i v e date hereof and u n t i l 

7:00 a.m. on the f i r s t day of the month next following the date when cumu­

l a t i v e o i l production from a l l of the t r a c t s described i n Exhibit "B" from 

the Unitized Formation, subsequent to September 1, 1965 equals 170,000 

barrels, the p a r t i c i p a t i o n of each t r a c t s h a l l be equal to one hundred per­

cent (100%) of the r a t i o of the t o t a l income inclusive of gas production 

from each such t r a c t to the t o t a l income inclusive of gas production from a l l 

such t r a c t s during the period from July 1, 1964 to January 1, 1965 as ap­

proved by the Working I n t e r e s t Owners and as stipulated under the Primary 

Phase P a r t i c i p a t i o n of Exhibit "B". For purposes of determining when the 

170,000 barrels of o i l has been produced i n reference to t h i s provision the 

Operators' Monthly Production Report, Form C-115, on f i l e w i t h the New Mexico 

Oi l Conservation Commission s h a l l be deemed the c o n t r o l l i n g evidence. 

Beginning at 7;00 a.m. on the f i r s t day of the month following the 

date when the 170,000 barrels referred to immediately above s h a l l have been 
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produced, the p a r t i c i p a t i o n of each t r a c t s h a l l be based ninety percent 

(90%) on the r a t i o which the t o t a l cumulative o i l production from each such 

t r a c t as of January 1, 1965 bears to the cumulative o i l production from a l l 

such t r a c t s as of January 1, 1965, and ten percent (10%) on the r a t i o which 

the t o t a l number of surface acres contained i n each such t r a c t bears to the 

number of surface acres contained i n a l l such t r a c t s . 

In the event less than a l l t r a c t s are q u a l i f i e d for p a r t i c i p a t i o n 

on the e f f e c t i v e date hereof, the Primary and Secondary Phase Participations 

s h a l l be calculated on the basis of a l l q u a l i f i e d t r a c t s rather than a l l 

t r a c t s i n the Unit Area as proposed herein, and the 170,000 barrels required 

to be produced subsequent to September 1, 1965 before Secondary Phase of 

Operations becomes e f f e c t i v e s h a l l likewise be reduced by multi p l y i n g the 

170,000 barrels by the sum of the q u a l i f i e d t r a c t Primary Phase Participa­

tions expressed as a decimal, 

SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. On and after the 

effective date hereof the tracts within the Unit Area which shall be entitled 

to participate in the' production of Unitized Substances therefrom shall be 

those tracts more particularly described in Exhibit "B" that corner or have 

a common boundary (tracts separated only by a public highway or a railroad 

right of way shall be considered to have a common boundary), and that other­

wise qualify as follows: 
(a) Each t r a c t as to which Working Interest Owners owning one 

hundred percent (100%) of the Working I n t e r e s t therein have become parties 
to t h i s Agreement and as to which Royalty Owners owning seventy-five per­
cent (75%) or more of the Royalty Interest therein have become parties to 
th i s Agreement. 

(b) Each t r a c t as to which Working Interest Owners owning one 
hundred percent (100%) of the Working In t e r e s t therein have become parties 
to t h i s Agreement, and as to which Royalty Owners owning less than seventy-
f i v e percent (75%) of the Royalty Interest therein have become parties to 
th i s Agreement, and as to which (1) a l l working i n t e r e s t owners i n such 
t r a c t have joined i n a request for the inclusion of such t r a c t to t h i s 
agreement, and as to which (2) seventy-five percent (75%) of the combined 
Secondary Phase voting interests of Working In t e r e s t Owners i n a l l tracts 
that meet the requirements of Section 14 (a) above have voted i n favor of 
the inclusion of such t r a c t . For the purpose of t h i s Section 14 (b), the 
voting i n t e r e s t of a Working Interest Owner s h a l l be equal to the r a t i o 
that i t s Secondary Phase P a r t i c i p a t i o n a t t r i b u t a b l e to tr a c t s which q u a l i f y 
under Section 14 (a) bears to the t o t a l Secondary Phase P a r t i c i p a t i o n of a l l 
Working In t e r e s t Owners a t t r i b u t a b l e to a l l t r a c t s which q u a l i f y under Sec­
t i o n 14 (a) o 

(c) Each t r a c t as to which Working Interest Owners owning less 
than one hundred percent (100%) of the working i n t e r e s t therein have be­
come parties to t h i s agreement, regardless of the percentage of Royalty I n ­
terest therein that i s committed hereto, and as to which (1) the Working 
Int e r e s t Owner who operates the t r a c t and a l l other Working Interest Owners 
i n such t r a c t who have become parties to t h i s agreement have joined i n a 
request f o r inclusion of such t r a c t , and have executed and delivered an 
indemnity agreement indemnifying and agreeing to hold harmless the other 
Working In t e r e s t Owners i n the Unit Area, t h e i r successors and assigns, 
against a l l claims and demands that may be made by the owners of working i n ­
terests i n such t r a c t who are not parties to t h i s Agreement, and which arise 
out of the inclusion of the t r a c t ; and as to which (2) seventy-five percent 
(75%) of the combined voting i n t e r e s t of the Working Interest Owners i n a l l 
t r a c t s that meet the requirements of Section 14 (a) and 14 (b) have voted i n 



favor of the inclusion of such t r a c t and to accept the indemnity agreement. 
For the purpose of t h i s Section 14 ( c ) , the voting i n t e r e s t of each Working 
Interest Owner s h a l l be equal to the r a t i o that i t s Secondary Phase P a r t i c i ­
pation a t t r i b u t a b l e to t r a c t s that q u a l i f y under Sections 14 (a) and 14 (b) 
bears to the t o t a l Secondary Phase P a r t i c i p a t i o n of a l l other Working I n ­
terest Owners a t t r i b u t a b l e to a l l t r a c t s that q u a l i f y under Sections 14 (a) 
and 14 (b). Upon the q u a l i f i c a t i o n of such a t r a c t , the Tract Participations 
under either the Primary or Secondary Phase of operations which would have 
been a t t r i b u t e d to the non-subscribing owners of the working in t e r e s t i n 
such t r a c t , had they become parties to t h i s Agreement and the Unit Opera­
t i n g Agreement, s h a l l be a t t r i b u t e d to the Working Interest Owners i n such 
t r a c t who have become parties to such agreements i n proportion to t h e i r 
respective working interests i n the t r a c t . 

As the objective of t h i s Unit Agreement i s to have lands i n the 

Unit Area operated and e n t i t l e d to p a r t i c i p a t i o n under the terms hereof, 

i t i s agreed tha t , notwithstanding anything else herein, no joinder s h a l l 

be considered a commitment to t h i s Unit Agreement unless the t r a c t involved 

i s q u a l i f i e d under Section 14 hereof, Tracts Qualified for P a r t i c i p a t i o n . 

The record i n t e r e s t s h a l l supplant the r o y a l t y i n t e r e s t w i t h respect'-to 

federal lands fo r the purposes of t h i s section. 

I f on the e f f e c t i v e date of t h i s Agreement there i s any t r a c t or 

tract s which have not been committed as above provided, then such t r a c t or 

tr a c t s s h a l l not be e n t i t l e d to p a r t i c i p a t e hereunder. Unit Operator 

s h a l l , when submitting t h i s Agreement for f i n a l approval by the Land Com­

missioner and the Director, f i l e therewith a schedule of those t r a c t s 

which have been committed and made subject to t h i s Agreemerit and are en­

t i t l e d to p a r t i c i p a t e i n the production from the Unit Area hereunder. 

Said schedule s h a l l set f o r t h opposite each such committed t r a c t the lease 

number or assignment number, the owner of record of the lease, and the 

percentage p a r t i c i p a t i o n of such t r a c t which s h a l l be computed according 

to the p a r t i c i p a t i o n formula set out i n Section 13 (Tract P a r t i c i p a t i o n ) 

above. This schedule of p a r t i c i p a t i o n s h a l l be a part of Exhibit "B" 

of t h i s Agreement and s h a l l govern the a l l o c a t i o n of production of Unitized 

Substances u n t i l a new schedule i s approved by the Land Commissioner and 

the Supervisor. 

SECTION 15. ALLOCATION OF UNITIZED SUBSTANCES. A l l United Sub­

stances produced and saved (less, save and except any part of such Unitized 

Substances used i n conformity w i t h good operating practices as concerns 

the u n i t i z e d formation on u n i t i z e d land f o r d r i l l i n g , operating, camp, and 

other production or development purposes and for pressure maintenance or 

unavoidable loss) s h a l l be apportioned among and allocated to the committed 

trac t s w i t h i n the Unit Area i n accordance w i t h the respective t r a c t p a r t i c i ­

pation e f f e c t i v e hereunder during the respective periods such Unitized Sub-

j stances were produced, as set f o r t h i n the schedule of p a r t i c i p a t i o n i n 

j Exhibit "B". The amount of Unitized Substances so allocated to each t r a c t , 

| and only that amount, (regardless of whether i t be more or less than the 

| amount of the actual production of Unitized Substances from the w e l l or 

| wells, i f any on such t r a c t ) s h a l l , for a l l i n t e n t s , uses and purposes, 

I be deemed to have been produced from such t r a c t . 
I 
I 
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The Unitized Substances allocated to each t r a c t s h a l l be dis­

t r i b u t e d among, or accounted f o r , to the parties executing, consenting to or 

r a t i f y i n g t h i s Agreement e n t i t l e d to share i n the production from such 

t r a c t i n the same manner, i n the same proportions, and upon the same con­

d i t i o n s , as they would have par t i c i p a t e d and shared i n the production from 

such t r a c t s , or i n the proceeds thereof, had t h i s Agreement not been 

entered i n t o ; and w i t h the same legal force and e f f e c t . 

No t r a c t committed to t h i s Agreement and q u a l i f i e d for p a r t i c i ­

pation as above provided s h a l l be subsequently excluded from p a r t i c i p a t i o n 

hereunder on account of depletion of Unitized Substances, and nothing here­

i n contained s h a l l be construed as requiring any retroactive adjustment for 

production obtained p r i o r to the e f f e c t i v e date of the joinder of any t r a c t . 

I f the Working In t e r e s t or Royalty Interest i n any t r a c t , on or 

a f t e r the e f f e c t i v e date hereof, i s divided w i t h respect to separate parcels 

or portions of such t r a c t and owned severally by d i f f e r e n t persons, the 

percentage p a r t i c i p a t i o n assigned to such t r a c t s h a l l , i n the absence of 

a recordable instrument executed by a l l owners and furnished to Unit Opera­

tor f i x i n g the divisions of ownership, be divided among such parcels or 

portions i n proportion to the number of surface acres i n each. 

The Unitized Substances allocated to each t r a c t s h a l l be delivered 

i n kind to the respective Working Interest Owners and parties e n t i t l e d 

thereto by v i r t u e of the ownership of o i l and gas r i g h t s therein or by pur­

chase from such owners. Each Working Interest Owner and the parties en­

t i t l e d thereto s h a l l have the continuing r i g h t to receive such production 

i n kind at a common point w i t h i n the Unit Area and to s e l l or dispose of 

the same as i t sees f i t . Each such party s h a l l have the r i g h t to construct, 

maintain and operate a l l necessary f a c i l i t i e s for that purpose on u n i t i z e d 

land, provided the same are so constructed, maintained and operated as not 

to i n t e r f e r e w i t h operations carried on pursuant hereto. Subject to Sec­

t i o n 16, Royalty Settlement, hereof, any extra expenditure incurred by 

Unit Operator by reason the delivery i n kind of any portion of the Unitized 

Substances s h a l l be borne by the party receiving the same i n kind. I n the 

event any party hereto s h a l l f a i l to take or otherwise adequately dispose 

of i t s proportionate share of the Unitized Substances currently as and when 

produced, then so long as such conditions continue, Unit Operator, for the 

account and at the expense of such party and i n order to avoid c u r t a i l i n g 

the operation of the Unit Area, may s e l l or otherwise dispose of such pro­

duction to i t s e l f or others on a day-to-day basis at not less than the 

p r e v a i l i n g market price i n the area fo r l i k e production, and the account of 

such party s h a l l be charged therewith as having received such production. 

The net proceeds, i f any, of the Unitized Substances so disposed of by Unit 

Operator s h a l l be paid to the party e n t i t l e d thereto. Notwithstanding the 

foregoing, Unit Operator s h a l l not make a sale in t o i n t e r s t a t e commerce of 

any other party's share of gas production without f i r s t giving such other 

party s i x t y (60) days' notice of such intended sale. 

Any party receiving i n kind or separately disposing of a l l or 

any part of the Unitized Substances allocated to any t r a c t , or receiving 

the proceeds therefrom i f the same i s sold or purchased by Unit Operator, 
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s h a l l be responsible f o r the payment of a l l Royalty on the lease or leases 

and t r a c t s contributed by i t and received int o the Unit, and each such party 

s h a l l hold each other party hereto harmless against a l l claims, demands 

and causes of action f o r such Royalty on the lease or leases and tr a c t s con­

t r i b u t e d by i t to the Unit Area. 

I f , a f t e r the e f f e c t i v e date of t h i s Agreement, there i s any t r a c t 

or tr a c t s that are subsequently committed hereto, as provided i n Section 4 

(Expansion) hereof, or any t r a c t or tr a c t s within the Unit Area not committed 

hereto as of the e f f e c t i v e date hereof but which are subsequently committed 

hereto under the provisions of Section 31 (Nonjoinder and Subsequent Joinder), 

or i f any t r a c t i s excluded from the Unit Area as provided for i n Section 30 

(Loss of T i t l e ) , the schedule of p a r t i c i p a t i o n as shown i n Exhibit "B", sub­

j e c t to Section 13 (Tract P a r t i c i p a t i o n ) or Section 31 (Nonjoinder and Sub­

sequent Joinder), whichever i s appropriate, s h a l l be revised by the Unit 

Operator and d i s t r i b u t e d to the Working Interest Owners, the Land Commis­

sioner, and the Supervisor to show the new percentage p a r t i c i p a t i o n of a l l 

the then e f f e c t i v e l y committed t r a c t s ; and the revised Exhibit "B", upon 

approval by the Land Commissioner and the Supervisor, s h a l l govern a l l the 

a l l o c a t i o n of production from and a f t e r the e f f e c t i v e date thereof u n t i l a 

new schedule i s f i l e d and approved by the Land Commissioner and the Super­

vis o r . 

SECTION 16. ROYALTY SETTLEMENT. The State of New Mexico and the 

United States of America and a l l Royalty Owners who, under an e x i s t i n g 

contract, are e n t i t l e d to take i n kind a share of the substances produced 

from any t r a c t u n i t i z e d hereunder, s h a l l continue to be e n t i t l e d to such 

r i g h t to take i n kind t h e i r share of the Unitized Substances allocated to 

such t r a c t , and Unit Operator s h a l l make deliveries of such Royalty share 

taken i n kind i n conformity w i t h the applicable contracts, laws and regu­

l a t i o n s . Settlement f o r Royalty Interest not taken i n kind s h a l l be made 

by Working Interest Owners responsible therefor under ex i s t i n g 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 s h a l l operate to re l i e v e the lessees of any 

land from t h e i r respective lease obligations f o r the payment of any Royalty 

due under t h e i r leases, except that such Royalty s h a l l be computed i n ac­

cordance w i t h the terms of t h i s Unit Agreement. 

Royalty due the United States s h a l l be computed as provided i n the 

operating regulations and paid i n value or delivered i n kind as to a l l 

Unitized Substances on the basis of the amounts thereof allocated to unitized 

Federal land as provided herein at the rate specified i n the respective 

Federal leases or at such lower rate or rates as may be authorized by law 

or regulation; provided, that for leases on which the royalty rate depends 

on the d a i l y average production per- w e l l , such average production s h a l l be 

determined i n accordance w i t h the operating regulations as though the 

u n i t i z e d lands were a single consolidated lease. 

I f the amount of production or the proceeds thereof accruing to 

any Royalty Owner (except the United States of America) i n a t r a c t deDends 



upon the average production per w e l l or the average pipeline run per wel l 

from such t r a c t during any period of time, then such production s h a l l be 

determined from and a f t e r the e f f e c t i v e date hereof by div i d i n g the quantity 
of Unitized Substances allocated hereunder to such t r a c t during such period 

of time by the number of wells located thereon capable of producing as of the 

ef f e c t i v e date hereof. 

A l l Royalty due the State of New Mexico and the United States of 

America and the other Royalty Owners hereunder s h a l l be computed and paid 

on the basis of a l l Unitized Substances allocated to the respective t r a c t 

or tr a c t s committed hereto, i n lieut of actual production from such t r a c t or 

tr a c t s . 

Each Royalty Owner (other than the State of New Mexico and the 

United States of America) that r a t i f i e s t h i s Agreement represents and 

warrants that he i s the owner of a Royalty Interest i n a t r a c t or trac t s 

w i t h i n the Unit Area as his i n t e r e s t appears i n Exhibit "B" attached here­

to. I f any Royalty I n t e r e s t i n a t r a c t or tr a c t s should be l o s t by t i t l e 

f a i l u r e or otherwise i n whole or i n part, during the term of t h i s Agree­

ment, then the Royalty Interest of the party representing himself to be the 

owner thereof s h a l l be reduced proportionately and the in t e r e s t of a l l 

parties s h a l l be adjusted accordingly. 

SECTION 17. RENTAL SETTLEMENT. Rentals 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 Interest Owners re­

sponsible therefor under e x i s t i n g contracts, laws and regulations, provided 

that nothing herein contained s h a l l operate to relieve the lessees of any 

land from t h e i r respective lease obligations for the payment of any r e n t a l 

or minimum roy a l t y i n l i e u thereof, due under t h e i r leases. Rental f o r 

lands of the State of New Mexico subject to t h i s Agreement s h a l l be paid 

at the rate specified i n the respective leases from the State of New Mexico. 

Rental or minimum ro y a l t y f o r lands of the United States of America sub­

j e c t to t h i s Agreement s h a l l be paid at the rate specified i n the respec­

t i v e leases from the United States of America, unless r e n t a l or minimum 

roy a l t y i s waived, suspended, or reduced by law or by approval of the 

Secretary or his duly authorized representative. 

SECTION 18. 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 said substances without waste, as defined by or 

pursuant to Federal and State laws and regulations. 

SECTION 19. DRAINAGE. The Unit Operator s h a l l take appropriate 

and adequate measures to prevent drainage of Unitized Substances from 

u n i t i z e d land by wells on land not subject to t h i s Agreement. 

SECTION 20. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The 

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

tr a c t s r e l a t i n g to exploration, d r i l l i n g , development or operation f o r o i l 

or gas on lands committed to t h i s Agreement are hereby expressly modified 

and amended to the extent necessary to make the same conform to the pro­

visions hereof, but otherwise to remain i n f u l l force and e f f e c t , and the 

parties hereto hereby consent that the Secretary and the Land Commissioner, 

respectively, s h a l l and by t h e i r approval hereof, or by the approval hereof 
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by t h e i r duly authorized representatives, do hereby establish, a l t e r , change 

or revoke the d r i l l i n g , producing, r e n t a l , minimum roy a l t y and royalty re­

quirements of Federal and State leases committed hereto and the regulations 

i n respect thereto to conform said requirements to the provisions of t h i s 

Agreement. 

Without l i m i t i n g the generality of the foregoing, a l l leases, sub­

leases and contracts are p a r t i c u l a r l y modified i n accordance w i t h the f o l ­

lowing : 

(a) The development and operation of lands subject to t h i s Agree­
ment under the terms hereof s h a l l be deemed f u l l performance of a l l obliga­
tions for development and operation w i t h respect to each and every part or 
separately owned t r a c t subject to t h i s Agreement, regardless of whether 
there i s any development of any p a r t i c u l a r part or t r a c t of the Unit Area, 
notwithstanding anything to the contrary i n any lease, operating agreement 
or other contract by and between the parties hereto, or t h e i r respective 
predecessors i n i n t e r e s t , or any of them. 

(b) D r i l l i n g , producing or secondary recovery operations performed 
hereunder upon any t r a c t of u n i t i z e d lands s h a l l be accepted and deemed to b 
performed upon and for the benefit of each and every t r a c t of uni t i z e d land, 
and no lease s h a l l be dfeemed to expire by reason of f a i l u r e to d r i l l or pro­
duce wells situated on land therein embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l u n i t i z e d 
lands pursuant to d i r e c t i o n or consent of the Land Commissioner and the 
Supervisor or t h e i r duly authorized representatives, s h a l l be deemed to con­
s t i t u t e such suspension pursuant to such d i r e c t i o n or consent as to each 
and every t r a c t of u n i t i z e d lands. 

(d) Each lease, sublease, or contract r e l a t i n g to the exploration, 
d r i l l i n g , development or operation f o r o i l and gas which by i t s terms might 
expire p r i o r to the termination of t h i s Agreement, is hereby extended beyond 
any such term so provided therein, so that i t s h a l l be continued i n f u l l 
force and e f f e c t f o r and during the term of t h i s Agreement. 

(e) Termination of t h i s Agreement s h a l l not a f f e c t any lease which 
pursuant to the terms thereof or any applicable laws, s h a l l continue i n 
force and e f f e c t thereafter. 

( f ) Any lease which i s made subject to t h i s Agreement, s h a l l con­
tinue i n force beyond the term provided therein as to the lands committed 
hereto as long as such lands remain subject hereto. 

(g) Any lease embracing lands of the State of New Mexico having 
only a portion of i t s lands committed hereto, s h a l l be segregated as to the 
portion committed and that p o r t i o n not committed, and the terms of such 
lease s h a l l apply separately as to such segregated portions commencing as 
of the e f f e c t i v e date hereof. Notwithstanding any of the provisions of t h i s 
Agreement to the contrary, any lease embracing lands of the State of New 
Mexico having only a por t i o n of i t s lands committed hereto shall continue 
i n f u l l force and e f f e c t beyond the term provided therein as to a l l lands em 
braced i n such lease (whether w i t h i n or without the Unit Area), ( i ) i f , and 
for so long as o i l or gas i s capable of being produced i n paying quantities 
from some part of the lands embraced i n such lease committed to t h i s Agree­
ment; or ( i i ) i f , and for so long as some part of the lands embraced i n such 
State lease are allocated Unitized Substances, or ( i i i ) i f , at the expira­
t i o n of the secondary term, the lessee or the Unit Operator i s then engaged 
i n bona fid e d r i l l i n g or reworking operations on some part of the lands em­
braced therein and for so long as such operations are being d i l i g e n t l y 
prosecuted, and i f they r e s u l t i n the production of o i l or gas, said lease 
s h a l l continue i n f u l l force and e f f e c t as to a l l the lands embraced therein 
as provided i n ( i ) and ( i i ) above. 

(h) The segregation of any Federal lease committed to t h i s Agree­
ment i s governed by the following provision i n the fou r t h paragraph of Sec­
t i o n 17 ( j ) of the Mineral Leasing Act, as amended by the Act of September 2 
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1960 (74 Stat. 781-784): "Any (Federal) lease heretofore or hereafter com­
mitted to any such ( u n i t ) plan embracing lands that are i n part w i t h i n and 
i n part outside of the area covered by any such plan s h a l l be segregated 
into separate leases as to the lands committed and the lands not committed 
as of the e f f e c t i v e date of u n i t i z a t i o n ; Provided, however, that any such 
lease as to the non-unitized portion s h a l l continue i n force and ef f e c t for 
the term thereof but for not less than two years from the date of such segre­
gation and so long thereafter as o i l or gas i s produced i n paying q u a n t i t i e s . " 

SECTION 21. MATHEMATICAL ERRORS. I t i s hereby agreed by a l l 

parties to t h i s Agreement that Unit Operator i s empowered to correct any 

mathematical or c l e r i c a l errors which might exist i n the pertinent ex­

h i b i t s to t h i s Agreement upon approval by the Land Commissioner and the 

Supervisor. 

SECTION 22. COVENANTS RUN WITH LAND. The covenants herein s h a l l 

be construed to be covenants running w i t h the land w i t h respect to the i n ­

terest of the parties hereto 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 terminates, and any grant, transfer or conveyance of int e r e s t i n 

land or leases subject hereto s h a l l be and hereby i s conditioned upon the 

assumption of a l l p r i v i l e g e s and obligations hereunder by the grantee, 

transferee or other successor i n i n t e r e s t . No assignment or transfer of 

any Working Interest subject hereto s h a l l be binding upon Unit Operator u n t i l 

the f i r s t day of the calendar month a f t e r Unit Operator i s furnished with 

the o r i g i n a l , or acceptable photostatic or c e r t i f i e d copy, of the recorded 

instrument of transfer; and no assignment or transfer of any Royalty I n ­

terest subject hereto s h a l l 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 a f t e r said 

Working Interest Owner i s furnished w i t h the o r i g i n a l , or acceptable photo­

s t a t i c or c e r t i f i e d copy, of the recorded instrument of transfer. 

SECTION 23. EFFECTIVE DATE AND TERM. This Agreement sh a l l become 

binding upon each party who executes or r a t i f i e s i t as of the date of exe­

cution or r a t i f i c a t i o n by such party and sh a l l become e f f e c t i v e as of 7:00 

o'clock a.m. of the f i r s t day of the calendar month next following: 

(a) The execution or r a t i f i c a t i o n of t h i s Agreement and the Unit 
Operating Agreement by Working Interest Owners owning a combined Secondary 
Phase Unit P a r t i c i p a t i o n of at least e i g h t y - f i v e percent (85%), and the 
execution or r a t i f i c a t i o n of the Agreement by Royalty Owners owning a com­
bined i n t e r e s t of at least s i x t y - f i v e percent (65%) of the Royalty I n t e r e s t , 
i n said Unit Area; and 

(b) The approval of t h i s Agreement by the Land Commissioner, the 
Director or his duly authorized representative, and the Commission; and 

(c) The f i l i n g of at least one counterpart of t h i s Agreement for 
record i n the o f f i c e of the County Clerk of Lea County, New Mexico, by the 
Unit Operator; and provided, f u r t h e r , that i f ( a ) , (b) and (c) above are 
not accomplished on or before January 1, 1968, t h i s Agreement sh a l l ipso 
facto expire on said date (hereinafter called "expiration date") and there­
a f t e r be of no fur t h e r force or e f f e c t , unless p r i o r thereto t h i s Agreement 
has been executed or r a t i f i e d by Working In t e r e s t Owners owning a combined 
Secondary Phase Unit P a r t i c i p a t i o n of at least eighty percent (80%), and 
the Working In t e r e s t Owners owning a combined Secondary Phase Unit P a r t i c i ­
pation of at least s i x t y - f i v e percent (65%) committed to t h i s Agreement have 
decided to extend said e x p i r a t i o n date f o r a period not to exceed six (6) 
months (hereinafter called "extended ex p i r a t i o n date"). I f said expiration 
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date i s so extended and (a ) , (b) and (c) are not accomplished on or before 
said extended expiration date, t h i s Agreement s h a l l ipso facto expire on 
said extended expiration date and thereafter be of no further force and 
ef f e c t . 

Unit Operator s h a l l , w i t h i n t h i r t y (30) days a f t e r the e f f e c t i v e 

date of t h i s Agreement, f i l e f o r record i n the o f f i c e where a counterpart 

of t h i s Agreement i s recorded, a c e r t i f i c a t e to the e f f e c t that t h i s Agree­

ment has become e f f e c t i v e according to i t s terms and stat i n g further the 

ef f e c t i v e date. 

The term of t h i s Agreement s h a l l be for and during the time that 

Unitized Substances are or can be produced i n paying quantities from the 

Unit Area and so long thereafter as d r i l l i n g , reworking or other operations 

(including secondary recovery operations) are prosecuted thereon without 

cessation of more than ninety (90) consecutive days, and so long thereafter 

as such u n i t i z e d substances can be produced as aforesaid. Termination 

under t h i s paragraph s h a l l be e f f e c t i v e as of the f i r s t day of the month 

af t e r the Unit Operator determines, on confirmatory data satisfactory to 

Director, that the u n i t i s no longer paying. 

This Agreement may be terminated at any time with the approval of 

the Land Commissioner and the Director by Working Interest Owners owning 

at least seventy-five percent (75%) Secondary Phase Unit P a r t i c i p a t i o n when­

ever such Working In t e r e s t Owners determine that Unit Operations are no 

longer feasible or i n the i n t e r e s t of conservation. Notice of any such 

termination s h a l l be given by Unit Operator to a l l parties hereto. 

Upon termination of t h i s Agreement, the further development and 

operation of the Unit Area as a Unit s h a l l be abandoned, Unit Operations 

s h a l l cease, and thereafter the parties hereto s h a l l be governed by the 

terms and provisions of the leases and contracts a f f e c t i n g the separate 

t r a c t s . 

I f not otherwise covered by the leases u n i t i z e d under t h i s Agree­

ment, Royalty Owners hereby grant Working Interest Owners a period of six 

months a f t e r termination of t h i s Agreement i n which to salvage, s e l l , d i s ­

t r i b u t e or otherwise d i spose of the personal property and f a c i l i t i e s used 

i n connection w i t h Unit Operations. 

SECTION 24. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. A l l 

production and the disposal thereof s h a l l be i n conformity w i t h allocations 

and quotas made or fix e d by any duly authorized person or regulatory body 

under any Federal or State statute. The Director i s hereby vested w i t h 

authority to a l t e r or modify from time to time, i n his d i s c r e t i o n , the rate 

of prospecting and development to a l t e r or modify the quantity and rate 

of production under t h i s Agreement, such authority being hereby l i m i t e d to 

a l t e r a t i o n or modification i n the public i n t e r e s t , the purpose thereof 

and the public i n t e r e s t to be served thereby to be stated i n the order of 

a l t e r a t i o n or modification; provided, f u r t h e r , that no such a l t e r a t i o n or 

modification s h a l l be e f f e c t i v e as to any land of the State of New Mexico 

as to the rate of prospecting and development i n the absence of the specific 

w r i t t e n approval thereof by the Land Commissioner and as to any lands of the 
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State of New Mexico or privately-owned lands subject to t h i s Agreement as 

to the quantity and rate of production i n the absence of specific w r i t t e n 

approval thereof by the Commission. 

Powers i n t h i s Section vested i n the Director and Land Commissioner 

sh a l l only be exercised a f t e r notice to Unit Operator and opportunity for 

hearing to be held not less than f i f t e e n days from notice. 

SECTION 25. NONDISCRIMINATION. I n connection w i t h the performance 

of work under t h i s Agreement, the Unit Operator agrees to comply with a l l 

of the provisions of Section 202 (1) to (7) inclusive, of Executive Order 

11246, (30 F,R. 12319), which are hereby incorporated by reference i n t h i s 

Agreement. 

SECTION 26. APPEARANCES. Unit Operator s h a l l have the r i g h t to 

appear fo r or on behalf of any and a l l interests affected hereby before the 

Land Commissioner, the Department, and the Commission, and to appeal from 

any order issued under the rules and regulations of the Land Commissioner, 

the Department, or the Commission, or to apply, for r e l i e f from any of said 

rules and regulations or i n any proceedings r e l a t i v e to operations before 

the Land Commissioner, the Department, or the Commission, or any other 

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

party s h a l l also have the r i g h t at his or i t s own expense to be heard i n 

any such proceeding. 

SECTION 27. NOTICES. A l l notices, demands, objections or state­

ments required hereunder to be given or rendered to the parties hereto s h a l l 

be deemed f u l l y given i f made i n w r i t i n g and personally delivered to the party 

or parties or sent by postpaid c e r t i f i e d mail, addressed to such party or 

parties at t h e i r respective addresses set f o r t h i n connection with the signa­

tures hereto or to the r a t i f i c a t i o n or consent hereof or to such other 

address as any such party or parties may have furnished i n w r i t i n g to the 

party sending the notice, demand or statement. 

SECTION 28. NO WAIVER OF CERTAIN RIGHTS. Nothing i n t h i s Agree­

ment contained s h a l l be construed as a waiver by any party hereto of the 

r i g h t to assert any legal or c o n s t i t u t i o n a l r i g h t or defense as to the 

v a l i d i t y or i n v a l i d i t y of any Federal or State law or ru l e or regulation 

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

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

SECTION 29. UNAVOIDABLE DELAY. A l l obligations under t h i s Agree­

ment requiring the Unit Operator to commence or continue secondary recovery 

operations or to operate on or 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 w i t h such obligations, i n whole or i n part, by 

s t r i k e s , acts of God, Federal, State or municipal law or agency, unavoidable 

accident, uncontrollable delays i n transportation, i n a b i l i t y to obtain 

necessary materials i n open market, or other matters beyond the reasonable 



control of the Unit Operator whether similar to matters herein enumberated 

or not, 

SECTION 30. LOSS OF TITLE. I n the event t i t l e to any t r a c t of 

uni t i z e d land s h a l l f a i l so as to render the t r a c t inoperable under t h i s 

Agreement and the true owner cannot be induced to j o i n t h i s Unit. Agreement, 

such t r a c t s h a l l be automatically regarded 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 . I f a t r a c t i s removed from the Unit 

Area because of the f a i l u r e of t i t l e , Unit Operator, subject to Section 13 

hereof, s h a l l recompute the Tract P a r t i c i p a t i o n of each of the tracts re­

maining i n the Unit Area and sh a l l revise Exhibits "A" and "B" accordingly. 

The revised exhibits s h a l l be e f f e c t i v e as of the f i r s t day of the calendar 

month i n which such f a i l u r e of t i t l e i s f i n a l l y determined. 

I f t i t l e to a Working Interest f a i l s , the r i g h t s and obligations 

of Working Interest Owners by reason of the f a i l u r e of t i t l e s h a l l be 

governed by the Unit Operating Agreement. I f t i t l e to a Royalty Interest 

f a i l s , but the t r a c t to which i t relates remains q u a l i f i e d , the parties whose 

t i t l e f a i l e d s h a l l not be e n t i t l e d to share hereunder w i t h respect to such 

i n t e r e s t . In the event of a dispute as to t i t l e as to any Royalty, Working 

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

thereof may be withheld without l i a b i l i t y or in t e r e 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 State or Federal land or leases, no 

payments of funds due the State of New Mexico or the United States of 

America s h a l l be withheld, but such funds s h a l l be deposited as directed by 

the Land Commissioner or the Supervisor (as the case may be), to be held as 

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

applied as earned or returned i n accordance w i t h such 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. 

SECTION 31. NONJOINDER AND SUBSEQUENT JOINDER, I f the owner of any 

substantial i n t e r e s t i n a t r a c t w i t h i n the Unit Area f a i l s or refuses to sub­

scribe or consent to t h i s Agreement, the owner of the working i n t e r e s t i n 

that 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 notice to 

the Director and the Unit Operator p r i o r to the approval of t h i s Agreement 

by the Director. Any o i l or gas interests i n lands w i t h i n the Unit Area 

not committed hereto p r i o r to submission to t h i s Agreement for f i n a l approval 

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

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

i n t e r e s t , by the owner of such i n t e r e s t also subscribing to the Unit Opera­

t i n g Agreement. After operations are commenced hereunder, the r i g h t of sub­

sequent joinder, as provided i n t h i s section, by a working interest owner 

is subject to such requirements or approvals, i f any, pertaining to such 

joinder, as may be provided for i n the Unit Operating Agreement. After f i n a l 

approval hereof joinder by a non-working i n t e r e s t owner must be consented to 

-18-



i n w r i t i n g by the Working Interest Owner committed hereto and responsible 

fo r the payment of any benefits that may accrue hereunder i n behalf of 

such non-working i n t e r e s t . Joinder by any Royalty Owner, at any time, 

must be accompanied by appropriate joinder of the corresponding Working 

Int e r e s t Owner i n order f o r the in t e r e s t of such Royalty Owner to be re­

garded as e f f e c t i v e l y committed. Joinder to the Unit Agreement by a 

Working Interest Owner, at any time, must be accompanied by appropriate 

joinder to the Unit Operating Agreement i n order f o r such in t e r e s t to be 

regarded as e f f e c t i v e l y committed to t h i s Unit Agreement, 

Any o i l or gas int e r e s t i n the Unitized Formations not committed 

hereto p r i o r to the e f f e c t i v e date of t h i s Agreement may thereafter be com­

mitted hereto upon compliance w i t h the applicable provisions of t h i s Sec­

t i o n and of Section 14 (Tracts Qualified f o r Unit P a r t i c i p a t i o n ) hereof, 

at any time during a period of six months a f t e r the effective, date of the 

Unit Agreement on the same basis of p a r t i c i p a t i o n as provided i n said Sec­

t i o n 14, by the owner or owners thereof subscribing, r a t i f y i n g , or con­

senting i n w r i t i n g to t h i s Agreement and, i f the in t e r e s t i s a Working I n ­

tere s t , by the owner of such i n t e r e s t subscribing also to the Unit Opera­

t i n g Agreement, 

I t i s understood and agreed, however, that a f t e r such six months 

the r i g h t of subsequent joinder as provided i n t h i s Section s h a l l be sub­

j e c t to such requirements or approvals and on such basis as may be agreed 

upon by Working In t e r e s t Owners owning i n the aggregate at least eighty 

percent (80%) Secondary Phase P a r t i c i p a t i o n . Provided that the t r a c t par­

t i c i p a t i o n of each previously q u a l i f i e d t r a c t s h a l l remain i n the same 

r a t i o one to the other. Such joinder by a proposed Working Interest Owner 

must be evidenced by his execution or r a t i f i c a t i o n of t h i s Agreement and 

the Unit Operating Agreement. Such joinder by a Royalty Owner must be 

evidenced by his execution or r a t i f i c a t i o n of t h i s Agreement and must be 

consented to i n w r i t i n g by the Working Interest Owner responsible for the 

payment of any benefits that may accrue hereunder i n behalf of such Royalty 

Owner. Except as may be otherwise herein provided, subsequent joinder 

to t h i s Agreement s h a l l be e f f e c t i v e at 7:00 o'clock a.m. as of the f i r s t 
day of the month following the f i l i n g w i t h the Land Commissioner and the 

Supervisor of duly executed counterparts of any and a l l documents necessary 

to establish e f f e c t i v e commitment of any t r a c t or inte r e s t to t h i s Agree­

ment, unless objection to such joinder by the Land Commissioner or the 

Director i s duly made w i t h i n s i x t y (60) days a f t e r such f i l i n g ; provided, 

however, that as to State lands such subsequent joinder must be approved 
by the Land Commissioner. 

SECTION 32. COUNTERPARTS, This Agreement may be executed i n any 

number of counterparts, no one of which needs to be executed by a l l parties 

and may be r a t i f i e d or consented to by separate instrument i n w r i t i n g 

s p e c i f i c a l l y r e f e r r i n g hereto, and sh a l l be binding upon a l l those, parties 

who have executed such a counterpart, r a t i f i c a t i o n or consent hereto with 



the same force and e f f e c t as i f a l l parties had signed the same document, 

and regardless of whether or not i t i s executed by a l l other parties owning 

or claiming an in t e r e s t i n the land w i t h i n the above described Unit Area. 

SECTION 33. TAXES. Each party hereto s h a l l , for i t s own account, 

render and pay i t s share of any taxes levied against or measured by the 

amount or value of the Unitized Substances produced from the unit i z e d land; 

provided, however, that i f i t i s required or i f i t be determined that the 

Unit Operator or the several Working Interest Owners must pay or advance 

said taxes for the account of the parties hereto, i t i s hereby expressly 

agreed that the parties so paying or advancing said taxes s h a l l be reimbursed 

therefor by the parties hereto, including Royalty Owners, who may be re­

sponsible for the taxes on t h e i r respective allocated share of said Unitized 

Substances. No such taxes s h a l l be charged to the United States or to the 

State of New Mexico, nor to any lessor who has a contract w i t h a lessee 

which requires his lessee to pay such taxes. 

SECTION 34. CONFLICT OF SUPERVISION. Neither the Unit Operator 

nor the Working In t e r e s t Owners, nor 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 r i g h t s 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 i n whole or i n part to comply with any appli­

cable provisions thereof to the extent that the said Unit Operator or the 

Working Interest Owners, or any of them, are hindered, delayed or pre­

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

to obtain, i n the exercise of due diligence, the concurrence of proper 

representatives of the United States and proper representatives of the State 

of New Mexico i n and about any matters or things concerning which i t is re­

quired herein that such concurrence be obtained. The parties hereto, i n ­

cluding the Commission, agree that a l l powers and authority which by any 

provisions of t h i s Agreement are vested i n the Commission sh a l l be exercised 

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

and subject i n any case to appeal or j u d i c i a l review as may now or hereafter 

be provided by the laws of the State of New Mexico. 

SECTION 35. NO PARTNERSHIP. The duties, obligations and l i a b i l i ­

t i e s of the parties hereto are intended to be several and not j o i n t or 

c o l l e c t i v e . This Agreement i s not intended to create, and sh a l l not be con­

strued to create, an association or t r u s t , or to impose a partnership duty, 

ob l i g a t i o n or l i a b i l i t y w i t h regard to any one or more of the parties here­

to. Each party hereto s h a l l be i n d i v i d u a l l y responsible for i t s own o b l i ­

gations as herein provided. 

SECTION 36. PRODUCTION AS OF THE EFFECTIVE DATE. Unit Operator 

s h a l l make a proper and timely gauge of a l l lease and other tanks w i t h i n 

the Unit Area pertaining to the formation to be un i t i z e d i n order to as­

certa i n the amount of merchantable o i l above the pipeline connection i n 

such tanks as of 7:00 o'clock a.m. on the e f f e c t i v e date hereof. A l l such 



o i l which has then been produced legally shall be and remain the property 

of the working interest owner entitled thereto, the same as i f the Unit 

had not been formed; and such parties shall promptly remove said o il from 

the Unit Area. Any such o i l not so removed shall be sold by Unit Operator 

for the account of such parties, subject to the payment of a l l royalty to 

royalty owners under the terms and provisions of the Unit Agreement and any 

lease or leases and other contracts. The o i l that is in excess of the prior 

allowable of the wells from which i t was produced shall be deemed to be 

Unitized Substances produced after the effective date hereof. 

If on the effective date hereof any tract is overproduced with 

respect to the allowable of the wells on that tract and the amount of over­

production has been sold or otherwise disposed of, such overproduction shall 

be deemed to be a part of the Unitized Substances produced after the effec­

tive date hereof and shall be charged to such tract as having been delivered 

to the parties entitled to Unitized Substances allocated to such tract. 

SECTION 37. BORDER AGREEMENTS. Unit Operator, with concurrence 

of Working Interest Owners having a combined Secondary Phase Unit Partici­

pation of seventy-five percent (75%) or more, may, subject to approval of 

the Supervisor, enter into a border-protection agreement or agreements with 

the Working Interest Owners df 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 purposes and proper protection of 

the parties and interests. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement 

to be executed and have set opposite their respective names the date of f 

execution. 

ATTEST! 

GULF OIL CORPORATION ••CSZ^-' )^ 

Assi^tan^Se^reGary \"' Attorney- in-Fab t 
Date; 

fc-' 
Oi 

*•» •• n - w UNIT OPERATOR 

' NON-OPERATORS 

STAp^OF NEW MEXICO J 
66ti$Y!i±oh SHAVES X 

'"Ĉ -.Tae.,. foregding instrument was acknowledged before me this 7^ day o 
• j{JcJ,?S>,%tr. T 1967, by a» B.. HO^S • • • - ' <-
(JD^U; CORPORAjT/ION, a Pennsylvania corporatiojh,ydn^ehalf ofJ-said corporation. 

'tfj^Commissioft Expires: Hofcary Publicy c 

My Cotwi){Ssiop.£̂ ^̂ August 15, 1970 
_ > ,, » _ . \_* . . . ... -21-



Federal and State 
Lease Designation 
Tract No. Serial 

1 LC 032511 (d 
2 LC 032511 (f 
3 LC 032592 (a 
4 LC 057180 
5 B 158-3 
6 B 1328 
7 B 1566-2 

EXHIBIT "A" 
STUART LANGLIE MATTIX UNIT 
LEA COUNTY, NEW MEXICO 

- LEGEND -

EZ2 f^eral 
State 

I I Fee 
' / / / / Unit Area Boundary 

@ Tract Number 
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UNIT OPERATING AGREEMENT 

STUART LANGLIE-MATTIX UNIT 

LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered into as of the day of , 196 , 

by and between the parties who have signed the original of this instrument, a counterpart 

thereof, or other instrument agreeing to be bound by the provisions hereof; 

W I T N E S S E T H : 

WHEREAS, the parties hereto as Working Interest Owners have executed, as of the 

date hereof, an agreement entitled, "Unit Agreement, Stuart Langlie-Mattix Unit, Lea 

County, New Mexico," herein referred to as "Unit Agreement", which, among other things, 

provides for a separate agreement to be entered into by Working Interest Owners to pro­

vide for the development and operation of the Unit Area as therein defined; 

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

i t is agreed as follows: 

ARTICLE I 

CONFIRMATION OF UNIT AGREEMENT 

1.1 Confirmation of Unit Agreement. The Unit Agreement is hereby confirmed 

and by reference made a part of this Agreement. The definitions in the Unit Agreement 

are adopted for all purposes of this Agreement. I f there is any conflict between the 

Unit Agreement and this Agreement, the Unit Agreement shall govern. 

ARTICLE 2 

EXHIBITS 

2.1 Exhibits. The following exhibits are incorporated herein: 

2.1.1 Exhibits A and B of the Unit Agreement, by reference; 

2.1.2 Exhibit C, attached hereto, which is a schedule showing the 

total participation of each Working Interest Owner for both the Primary 

and Secondary Phases of Operations. Exhibit C, or a revision thereof, 

shall not be conclusive as to the information therein, except i t may be 

used as showing the Unit Participations of the Working Interest Owners 

for purposes of this Agreement until shown to be in error or is revised 

as herein authorized. 

2.1.3 Exhibit D, attached hereto, which is the Accounting Procedure 

applicable to Unit Operations. I f there is any conflict between this 

Agreement and Exhibit D, this Agreement shall govern. 

2.1.4 Exhibit E, attached hereto, which contains insurance pro­

visions applicable to Unit Operations. 

2.2 Revisions of Exhibits. Whenever Exhibits A and B are revised, Exhibit 

C shall be revised accordingly and be effective as of the same date. Unit Operator 

shall also revise Exhibit C from time to time as required to conform to changes in 

ownership of which Unit Operator has been notified as provided in the Unit Agreement, 

ARTICLE 3 

SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS 

3.1 Overall Supervision. Working Interest Owners shall exercise overall 

supervision and control of all matters pertaining to Unit Operations pursuant to this 

Agreement and the Unit Agreement. In the exercise of such authority, each Working 



Interest Owner shall act solely in its own behalf in the capacity of an individual owner 

and not on behalf of the owners as an entirety. 

3.2 Specific Authorities and Duties- The matters with respect to which the 

Working Interest Owners shall decide and take action shall include, but not be limited 

to, the following: 

3.2.1 Method of Operation, The method of operation, including any 

type of pressure maintenance, secondary recovery, or other recovery program 

to be employed. 

3.2.2 Drilling of Wells. The drilling of any well whether for pro­

duction of Unitized Substances, for use as an injection well, or for other 

purposes. 

3.2.3. Well Recompletions and Change of Status. The recompletion, 

abandonment, or change of status of any well, or the use of any well for 

injection or other purposes. 

3.2.4 Expenditures. The making of a single expenditure in excess of 

Fifteen Thousand Dollars ($15,000.00); provided that, approval by Working 

Interest Owners of the d r i l l i n g , reworking, deepening, or plugging back 

of any well shall include approval of all necessary expenditures required 

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

necessary flow lines, separators, and lease tankage. 

3.2.5 Disposition of Unit Equipment. The selling or otherwise dis­

posing of any major item of surplus Unit Equipment, i f the current l i s t 

price of new equipment similar thereto is Thirty-Five Hundred Dollars 

($3,500.00) or more, 

3.2.6 Appearance Before a Court or Regulatory Agency. The designating 

of a representative to appear before any court or regulatory agency in 

matters pertaining to Unit Operations; provided that, such designation 

shall not prevent any Working Interest Owner at its own expense from 

appearing in person or from designating another representative in its own 

behalf. 

3.2.7 Audits. The auditing of the accounts of Unit Operator per­

taining to Unit Operations hereunder; provided that the'audits shall 

(a) not be conducted more than once each year except upon the 

resignation or removal of Unit Operator, 

(b) be made at the expense of all Working Interest Owners other 

than the Working Interest Owner designated as Unit Operator, and 

(c) be made upon not less than thirty (30) days' written notice to 

Unit Operator. 

3.2.8 Inventories. The taking of periodic inventories under the 

terms of Exhibit D. 

3.2.9 Technical Services. The authorizing of charges to the joint 

account for services by consultants or Unit Operator's technical personnel 

not covered by the overhead charges provided by Exhibit D. 

3.2.10 Assignments to •Committees. The appointment of committees to 

study any problems in connection with Unit Operations. 

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

3.2.12 The expansion of the Unit Area. 



3.2.13 The adjustment and readjustment of investments. 
3.2.14 The termination of the Unit Agreement. 

ARTICLE 4 
MANNER OF EXERCISING SUPERVISION 

4.1 Designation of Representatives. Each Working Interest Owner shall in 

writing inform Unit Operator of the names and addresses of its employee representative 

and alternate who are authorized to represent and bind such Working Interest Owner with 

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

to time by written notice to Unit Operator. 

4.2 Meetings. All meetings of Working Interest Owners shall be called by 

Unit Operator upon its own motion or at the request of two (2) or more Working Interest 

Owners having a total Secondary Phase Participation of not less than ten percent (10%). 

No meeting shall be called on less than fourteen (14) days' advance written notice, 

with agenda for the meeting attached. Working Interest Owners who attend the meeting 

shall not be prevented from amending items included in the agenda or from deciding the 

amended item or other items presented at the meeting. The representative of Unit 

Operator shall be chairman of each meeting. 

4.3 Voting Procedure. Working Interest Owners shall decide all matters 

coming before them as follows: 

4.3.1 Voting Interest. Each Working Interest Owner will have a 

Voting Interest equal to its Secondary Phase Participation. 

4.3.2 Vote Required Generally.. Unless otherwise provided herein 

all matters shall be decided by an affirmative vote of three or more 

Working Interest Owners owning at least seventy-five percent (75%) of 

the Voting Interest; provided that, should any one Working Interest 

Owner own more than twenty-five percent (25%) Voting Interest, its 

negative vote or failure to vote shall not defeat any matter i f approved 

by a majority of the Voting Interest unless supported by the negative 

vote or failure to vote of two or more Working Interest Owners., 

4.3.3 Vote at Meeting by Nonattending Working Interest Owner. 

Any Working Interest Owner who is not represented at a meeting may vote 

either by written proxy or by letter or telegram addressed to the repre­

sentative of the Unit Operator, provided such letter or telegram is 

received prior to the submission of such item to vote. I f the vote is 

by letter or telegram such vote shall not be counted with respect to any 

item on the agenda which has been materially changed at the meeting., 

4.3.4 Poll Votes. Working Interest Owners may vote and decide, by 

letter or telegram, any matter submitted in writing to Working Interest 

Owners, i f no meeting is requested, as provided in Section 4.2, within 

fourteen (14) days after the proposal is sent to Working Interest Owners, 

Unit Operator will give prompt notice of the results of the voting to all 

'Working Interest Owners. 

ARTICLE 5 

INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS 

5.1 Reservation of Rights. Working Interest Owners severally reserve to 

11 their rights, except as otherwise provided in this Agreement and the 



; 5.2 Specific Rights. Each Working Int.cvest Ownr>r shall have, among others, tho 

! following specific rights: 

; 5.2.1 Access to Unit Area. Access to the Unit Area at all reasonable times 

! to inspect Unit Operations, all wells, and the records and data pertaining thereto. 

; 5.2.2 Reports. The right uo ree ive from Unit Operator, upon written request, 

copies of all reports to any governmental agency, reports of crude oil runs and 

! stocks, inventory reports, and all other information pertaining to Unit Operations. 

I The cost of gathering and furnishing information not ordinarily furnished by Unit 
Operator to all Working Interest Owners shall be charged to the Working Interest 

Owner who requests the information, 

! ARTICLE 6 
i UNIT OPERATOR 

Gulf Oil Corporation is hereby designated as Unit Operator. 

| ARTICLE 7 

AUTHORITIES AND DUTIES OF UNIT OPERATOR 

J 7.1 Exclusive Right to Operate Unit. Subject to the provisions of this Agreement 

; and to instructions from Working Interest Owners, Unit Operator shall have the exclusive 

! right and be obligated to conduct Unit Operations.. 

7„2 Workmanlike Conduct Unit Operator shall conduct Unit Operations in a good 

! and workmanlike manner as would a prudent operator under the same or similar circumstances. 

| Unit Operator shall freely consult with Working Interest Owners and keep them informed of 

| all matters which Unit Operator, in the exercise of its best judgment, considers important., 

Unit Operator shall not be liable to Working Interest Owners for damages, unless such damages 

| result from its gross negligence or willful misconduct. 

| 7.3 Liens and Encumbrances. Unit Operator shall endeavor to keep the lands and 

! leases in the Unit Area free from all liens and encumbrances occasioned by Unit Operations, 

j except the lien of Unit Operator granted hereunder, 

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

j Operations, their selection, hours of labor, and compensation shall be determined by Unit 

Operator. Such employees shall be the employees of Unit Operator. 

7,5 Records. Unit Operator shall keep correct books, accounts and records of 

Unit Operations. 

; 7,6 Reports to Working Interest Owners,, Unit Operator shall furnish to Working 

j Interest Ov/ners periodic reports of Unit Operations,, 

; 7.7 Reports to Governmental Authorities. Unit Operator shall make all reports to 

: governmental authorities that i t has the duty to make as Unit Operator. 

7.8 Engineering and Geological Information. Unit Operator shall furnish to a 

: Working Interest Owner, upon written request, a copy of the log and other engineering and 

geological data pertaining to wells drilled for Unit Operations; provided, however, that Unit 

! Operator may when reasonable charge the cost of gathering and furnishing such data to the 

j Working Interest Owner requesting such information.. 

! 7.9. Expenditures. Unit Operator is authorized to make single expenditures not in 

I excess of Fifteen Thousand Dollars ($15,000..00) without prior approval of Working Interest 

Owners. I f an emergency occurs, Unit Operator may immediately make or incur such expenditures 

as in its opinion are required to deal with the emergency.. Unit Operator shall report to Work-

j ing Interest Owners, as promptly as possible, the nature of the emergency and the art.ion taken. 

7.10 Wells Drilled by Unit Operator. All wells drilled by Unit Operator shall be 

; at the usual rates prevailing in the area. Unit Operator may employ its own tools and equip-

i ment under terms and conditions approved by the Working Interest Owners. 



7.11 Border Agreements,.' Subject to the approval of the appropriate n/vera-

fhontul authority or authorities, Unit Opera tor v • th tha approval of Working Interest 

Owners voting in accordance with the provisions of Article 4.3,2 hereof m«y enter into 

a border protection agreement or agreements with the operator or owners of the work inn 

interest in adjacent lands along the"bouneary oi -the Unit Area, -with - respect to the 

operations in the border area for the- maximiiM ul Limate- recovery,- conservation purposes 

and proper protection of the parties and interest. 

ARTICIJ: 8 

TAXES 

8.1 Ad Valorem Taxes,, Unit Operator beginning the f i r s t of the next ca!radar 

year after the effective date hereof shall make and file all necessary ad valorem tax 

renditions and returns with the proper taxing authorities covering all real and personal 

property of each Working Interest Owner used or held by Unit Operator in Unit Operations 

Unit Operator shall settle assessments arising therefrom. All such ad valorem taxes 

shall be paid by Unit Operator and charged to the joint account in the same manner as 

other operating expense. Any Working Interest Owner dissatisfied with any proposed 

rendition or assessment of its interest in real or personal property shall have the 

right, at its own expense, to protest. 

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

all school, ad valorem, severance or other -tax -imposed upon or in respect of the pro­

duction or handling of its share of Unitized Substances. 

ARTICLE 9 

INSURANCE 

9.1 Insurance.. Unit Operator, with respect to Unit Operations, shall carry 

such insurance as set forth in Exhibit E 

ARTICLE 10 

ADJUSTMENT OF INVESTMENTS 

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

Interest Owners shall deliver to Unit Operator the following: 

10..1.1 Wells and Casing. All wells completed in the Unitized 

Formation, together with the casing-therein-

10.1.2 Well and Lease Equipment, The tubing in each such well, the 

wellhead connections thereon, and al! other-lease and operating equipment 

that is used in the operation of such wells which Working Interest Owners 

determine is necessary or desirable for conducting Unit Operations. 

10..1.3 Records. A copy of a!> production and well records that per­

tain to such wells. 

10.2 Inventory and Evaluation of Pe -onal Property. Working interest Owners 

shall inventory and evaluate, under the supervision of Unit Operator and at Unit ex­

pense, all personal property so taken over, Such inventory shall be limited, however, 

to those items of equipment normally considered controllable by operators of oil and 

gas properties as indicated in the "Materials Classification Manual", dated I960, pre­

pared by the Petroleum Accountants Society of Oklahoma, subject to any exceptions for 

specific items as agreed to by Working Interest Owners,, Noncontrol lab le i (ems, a^i^.ajh 

excluded from the inventory, shall nevertheless be taken over by Unit Operator <ts p o-

vidoe in Article 10.1 hereof. The personal property listed on the inventories shr.; : 



be evaluated on the price basis described in Exhibit D except that no value shall be 

given to the casing in any well. 

10 3 Investment Adjustment. Upon approval by Working Interest Owners of tho 

inventory and evaluation, each Working Interest Owner shall be credited with tho value 

of its interest in all personal property taken over under Article 10.1.2, and shall be 

charged with an amount equal to that obtained by multiplying -the total value of all 

personal property taken over under Article 10.. i..2 by such Working Interest Owner's 

Secondary Phase Participation! as shown in Exhibit C. I f the charge against any 

Working Interest Owner-is greater than the amount credited to such Working Interest 

Owner, the resulting net charge shall be an item of unit expense chargeable against such 

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

amount charged against such Working Interest Owner, the resulting net credit shall be 

paid to such Working Interest Owner by Unit Operator out of funds received by i t in 

settlement of the net charges described above, 

10.4 General Facilities. The acquisition of warehouses, warehouse stocks, 

lease houses, camps, faci l i t y systems, and office buildings necessary for Unit Opera­

tions shall be by negotiation by the owners thereof and Unit Operator, subject to the 

approval of Working Interest Owners. 

10.5 Ownership of Personal Property and Faci 1 ities.. Each Working Interest 

Owner, individually, shall by virtue hereof own an undivided interest, equal to its 

Secondary Phase Participation, in all personal property and facilities taken over or 

otherwise acquired by Unit Operator pursuant to this Agreement, 

• • ARTICLE 11 

• • • • UNIT EXPENSE 

11.1 Basis of Charge to Working interest Owners. Unit Operator i n i t i a l l y 

shall pay and discharge all costs and expenses incurred in the development, operation 

and supervision of the Unit Area. Working Interest Owners shall reimburse Unit Operator 

for all such costs and expenses, in proportion to their respective participation shown 

on Exhibit C in effect at the time said costs and expenses were incurred, except that 

all charges, including installation costs, for equipment, additions and enlargements 

of existing f a c i l i t i e s , other than normal replacements, shall be based on the Secondary 

Phase Participation as shown in Exhibit C. I t is specifically agreed that all charges 

relating to conversion of wells for injection purposes, enlargement of l i f t equipment 

and construction of plant and plant facilities shall be based on Secondary Phase Parti­

cipation as specified in Exhibit C. All charges, credits and accounting for costs and 

expenses shall be in accordance with Exhibit D. 

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

Unit Operator shall prepare a budget of estimated unit expense for the remainder of the 

calendar year, and, on or before the f i r s t day of each October thereafter, shall prepare 

such a budget for the ensuing calendar year, A budget shall set forth the estimated 

unit expense by quarterly periods. Budgets shall be estimates only, and shall be ad­

justed or corrected by Working Interest Owners and Unit Operator whenever an adjustment 

or correction is proper. A copy of each budget and adjusted budget shall promptly be 

furnished to each Working Interest Owner,, 

11.3 Advance Billings. Unit Operator shall have the right to require Working 

Interest Owners to advance their respective shares of estimated unit expense by sub­

mitting to Working Interest Owners, on or before the 15th day of any month, an itemized 



estimate thereof for the succeeding month, with a request for payment in advance. 

Within fifteen (15) days thereafter, each Working Interest Owner shall pay to Unit 

Operator its share of such estimate. Adjustments between estimated and actual unit 

expense shall be made by Unit Operator at the clost of each calendar month, and the 

accounts of Working Interest Owners shall be adjusted accordingly, 

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

Agreement need be segregated or maintained by i t as a separate fund, but may be com­

mingled with its own funds. 

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

Operator a lien upon its oil and gas rights in each tract, its share of Unitized Sub­

stances when produced, and its interest in all Unit Equipment, as security for payment 

of its share of unit expense, together with interest thereon at the rate of eight per­

cent (8%) per annum. Unit Operator shall have the right to bring suit to enforce 

collection of such indebtedness with or without seeking foreclosure of the lien. In 

addition, upon default t>y any Working Interest Owner in the payment of its share of 

unit expense, Unit Operator shall have the right to collect from the purchaser the 

proceeds from the sale of such Working Interest Owner's share of Unitized Substances 

until the amount owed by such Working Interest Owner, plus interest as aforesaid, has 

been paid. Each purchaser shall be entitled to rely upon Unit Operator's written 

statement concerning the amount of any default. 

I f any Working Interest Owner fails to pay its share of unit expense within 

sixty (60) days after rendition of a statement therefor by Unit Operator, each Working 

Interest Owner agrees, upon request by Unit Operator, to pay its proportionate part of 

the unpaid share of unit expense of the defaulting Working Interest Owner The Working 

Interest Owners that pay the share of unit expense of a defaulting Working Interest 

Owner shall be reimbursed by the Unit Operator for the amount so paid, plus any interest 

collected thereon, upon receipt by Unit Operator of any past due amount collected from 

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

Working Interest Owner's share of unit expenses shall be subrogated to the lien and 

rights herein granted Unit Operator,. 

11.6 Uncommitted Royalty. Should an owner of a Royalty Interest in any tract 

fa i l to become a part to the Unit Agreement, and, as a result thereof, the actual Royalty 

Interest payment with respect to such tract are more or less than the Royalty Interest 

payments computed on the basis of the Unitized Substances that are allocated to such tract 

under the Unit Agreement to the extent provided below, the difference shall be borne by 

or inure to the benefit of Working Interest Owners, in proportion to their respective 

participations in effect at the time such Unitized Substances were produced, 

11.6.1 Burden of 1/8th Royalty. The difference to be borne by or inure 

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

on the basis of one eighth (l/8th) of the difference between the Unitized 

Substances allocated to the tract and the Unitized Substances produced from 

the tract. Such adjustments shall be made by charges and credits to the 

joint account. 

11.6.2 Burden of Excess Royalty and Other Interests. Any uncommitted 

royalty interest in excess of one eighth (1/8th) shall be borne solely by 

the Working Interest Owner contributing such interest. 



11.7 Rentals. The Working Interest Owner in each tract shall, at its own 

expense, pay any and all rentals required to continue its le'ase in force as to such 

tract and upon request of Unit Operator, each such Working Interest Owner shall furnish 

Unit Operator satisfactory evidence as to the payment of each such rental not less than 

thirty (30) days prior to the rental payment date. Unit Operator shall have the right, 

but shall be under no obligation whatever, to pay any and all such rentals on behalf of 

each such Working Interest Owner and any and all rentals so paid by Unit Operator shall 

be charged solely to the account of such Working Interest Owner. In the event the 

Working Interest Owner in any tract fails to pay any rental required to continue its 

lease in force as to such tract, the termination of said lease as to such tract shall 

be considered for all purposes of this Agreement and the Unit Agreement to be a failure 

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

ARTICLE 12 

NON-UNITIZED FORMATIONS 

12.1 Right to Operate. Any Working Interest Owner that now has or hereafter 

acquires the right to d r i l l for and produce o i l , gas or other minerals, from other 

than the Unitized Formation, shall have the right to do so notwithstanding this Agree­

ment or the Unit Agreement. In exercising the right, however, the Working Interest 

Owner shall exercise reasonable precaution to prevent unreasonable interference with 

Unit Operations. No Working Interest Owner shall produce Unitized Substances through 

any well drilled or operated by i t . I f any Working Interest Owner dri l l s any wel! 

into or through the Unitized Formation, the Unitized Formation shall be protected in a 

manner satisfactory to Working Interest Owners so that the production of Unitized Sub­

stances will not adversely be affected, 

12.2 Multiple Completions. No well shall be multiply completed in the 

Unitized Formation and in any other formation or formations without the approval of 

Working Interest Owners. 

ARTICLE 13 

TITLES 

13.1 Warranty and Indemnity. Each Working Interest Owner represents and 

warrants that i t is the owner of the respective Working Interests set forth opposite 

its name in Exhibit B, and hereby agrees to indemnify and hold harmless the other 

Working Interest Owners from any loss due to failure, in whole or in part, of its t i t l e 

to any such interest, except failure of t i t l e arising out of Unit Operations; provided 

that, such indemnity shall be limited to an amount equal to the net value that has 

been received from the sale or receipt of Unitized Substances attributed to the in­

terest as to which t i t l e failed. Each failure of t i t l e will be deemed to be effective, 

insofar as this Agreement is concerned, as of the f i r s t day of the calendar month in 

which such failure is finally determined, and there shall be no retroactive adjustment 

of unit expense, or retroactive allocation of Unitized Substances or the proceeds 

therefrom, as a result of t i t l e failure. 

13.2 Failure Because of Unit Operations. The failure of t i t l e to any Working 

Interest in any tract by reason of Unit Operations, including non-production from such 

tract, shall not change the participation of the Working Interest Owner whose t i t l e 

failed in relation to the participations of the other Working Interest Owners in effect 

at the time of the t i t l e failure. 



ARTICLE 14 

LIABILITY, CLAIMS AND SUITS 

14.1 Individual Liability. The duties, obligations and liabilities of 

Working Interest Owners shall be several and not joint or collective; and nothing herein 

contained shall ever be construed as creating a partnership of any kind, joint venture, 

association, or trust among Working Interest Owners. 

14.2 Settlements. Unit Operator may settle any single damage claim or suit 

involving Unit Operations but not involving an expenditure in excess of Five Thousand 

Dollars ($5,000.00) provided the payment is in complete settlement of such claim or suit. 

I f the amount required for settlement exceeds the above specified amount, Working Interest 

Owners shall assume and take over the further handling of the claim or suit unless such 

authority is expressly delegated to Unit Operator. All costs and expense of handling, 

settling, or otherwise discharging such claim or suit shall be an item of unit expense. 

If a claim is made against any Working Interest Owner or i f any Working Interest Owner 

is sued on account of any matter arising from Unit Operations and over which such 

Working Interest Owner individually has no control because of the rights given Working 

Interest Owners and Unit Operator by this Agreement and the Unit Agreement, the Working 

Interest Owner shall immediately notify the Unit Operator, and the claim or suit shall 

be treated as any other claim or suit involving Unit Operations. 

ARTICLE 15 

INTERNAL REVENUE PROVISION 

15,1 Internal Revenue Provision Each Working Interest Owner hereby elects 

that i t and the operations covered by this Agreement be excluded from the application of 

Subchapter K of Chapter 1 of Sub-title A of the Internal Revenue Code of 1954, or such 

portion thereof as the Secretary of the Treasury of the United States or his delegate 

shall permit by election to be excluded therefrom, Unit Operator is hereby authorized 

and directed to execute on behalf of each Working Interest Owner such addition or further 

evidence of the election as may be required by regulations issued under said Subchapter K, 

Should the regulations require each party to execute such further evidence, each Working 

Interest Owner agrees to execute or join in the execution thereof. The election hereby 

made and the other provisions of this paragraph shall apply in like manner to applicable 

state laws, regulations, and rulings now in effect or hereafter enacted that have an effect 

similar to the federal provisions referred to herein. 

ARTICLE 16 

NOTICES 

16.1 Notices. All notices required hereunder shall be in writing and shall be 

deemed to have been properly served when sent by mail or telegram to the address of the 

representative of each Working Interest Owner as furnished to Unit Operator in accordance 

with Article 4. 

ARTICLE 17 

ASSIGNMENTS, TRANSFERS AND SURRENDERS 

17.1 Assignments and Transfers. Each Working Interest Owner shall have the 

right, subject to the provisions of this Article 17, to sell, assign, convey or otherwise 

transfer all or any part of its interest in the Unitized Formation; provided, however, 

that no Working Interest in the Unitized Formation shall be transferred without a transfer 

at the same time of a corresponding interest in unit operated wells and unit facilities. 

In the event any Working Interest Owner shall, after executing this Agreement, 



create any overriding royalty, production payment, net profits, carried interest, or any 

other interest out of its Working Interest then subject to this Agreement, such carved-out 

interest shall be subject to the terms and provisions of this Agreement specifically 

including, but without limitation, Section 11.5 hereof entitled "Lien of Unit Operator". 

In the event the Working Interest Owner creating such carved-out Interest (a) fails to 

pay any costs or expenses chargeable to such Working Interest Owner under this Agreement 

and the production of Unitized Substances accruing to the credit of such Working Interest 

Owner is insufficient for that purpose or (b) withdraws from this Agreement under the terms 

and provisions of Article 17 hereof, the carved-out interest shall be chargeable with a 

pro rata portion of all costs and expenses incurred hereunder the same as though such 

carved-out interest were a Working Interest and Unit Operator shall have the right to 

enforce against such carved-out interest the lien and all other rights granted in said 

Section 11.5 for the purpose of collecting the costs and expenses chargeable to said 

carved-out interest. 

17.2 Surrender, Release or Withdrawal. No Working Interest Owner shall re­

lease or surrender any interest subject hereto. I f any Working Interest Owner so desires, 

i t may withdraw from this Agreement by conveying, assigning and transferring, without 

warranty of t i t l e (either expressed or implied) to the other Working Interest Owners who 

do not desire to withdraw herefrom, all of the former's rights, t i t l e and interest in and 

to its lease or leases, or other operating rights in the Unit Area, insofar as said lease, 

leases or rights pertain to the Unitized Formation, together with the withdrawing Working 

Interest Owner's interest in all wells, pipelines, casing, injection equipment facilities 

and other personal property used in conjunction with the development and operation of the 

Unit Area; provided, that such transfer, assignment or conveyance shall not relieve said 

Working Interest Owner from any obligation or l i a b i l i t y incurred prior to the date of the 

execution and delivery thereof. The interest so transferred, assigned and conveyed shall 

be taken and owned by the other Working Interest Owners in proportion to their respective 

Unit Participations, and the Unit Operator shall recompute the percentage of participation 

to include this change and furnish the remaining Working Interest Owners with a corrected 

interest sheet. After the execution and delivery of such transfer, assignment or con­

veyance, the withdrawing Working Interest Owner shall be relieved from all further obliga­

tions and l i a b i l i t y hereunder and under said Unit Agreement; and the right of such Working 

Interest Owner to any benefits subsequently accruing hereunder and under said Unit Agree­

ment shall cease; provided, that upon delivery of said transfer, assignment or conveyance, 

the assignees, in the ratio of the respective interests so acquired, shall pay to the 

assignor for its interest in all jointly-owned equipment, casing and other personal property, 

j the net salvage value thereof, as estimated and fixed by the remaining Working Interest 

! Owners. 

\ ARTICLE 18 

ABANDONMENT OF WELLS 

| 18.1 Rights of Former Owners. If Working Interest Owners decide to abandon 

permanently any well within the Unit Area prior to termination of the Unit Agreement, Unit 

; Operator shall give written notice thereof to the Working Interest Owners of the tract on 

i which the well is located, and they shall have the option for a period of ninety (90) days 

; after the sending of such notice to notify Unit Operator in writing of their election to 

' take over and own the well. Within ten (10) days after the Working Interest Owners of the 
j 

! tract have notified Unit Operator of their election to take over the well, they shall pay 



Unit Operator, for credit to the joint account, the amount estimated by Working Interest 

Owners to be the net salvage value of the casing and equipment in and on the well. The 

Working Interest Owners of the tract, by taking over the well, agree to seal off effectively 

and protect the Unitized Formation, and upon abandonment to plug the well in compliance with 

applicable laws and regulations. 

18.2 Plugging. I f the Working Interest Owners of a tract do not elect to take 

over a well located thereon which is proposed for abandonment, Unit Operator shall plug 

and abandon the well in compliance with applicable laws and regulations. 

ARTICLE 19 

EFFECTIVE DATE AND TERM 

19.1 Effective Date. This Agreement shall become effective on the date and 

at the time that the Unit Agreement becomes effective. 

19.2 Term. This Agreement shall continue in effect so long as the Unit Agree­

ment remains in effect, and thereafter until (a) all unit wells have been abandoned and 

plugged or turned over to Working Interest Owners in accordance with Article 20, (b) all 

Unit Equipment and real property acquired for the joint account have been disposed of by 

Unit Operator in accordance with instructions of Working Interest Owners, and (c) there 

has been a final accounting. 

ARTICLE 20 

ABANDONMENT OF OPERATIONS 

20.1 Termination. Upon termination of the Unit Agreement, the following 

will occur: 

20.1.1 Oil and Gas Rights. Oil and Gas Rights in and to each separate 

tract shall no longer be affected by this Agreement, and thereafter the parties 

shall be governed by the terms and provisions of the leases, contracts, and 

other instruments affecting the separate tracts. 

20.1.2 Right to Operate. Working Interest Owners of any tract that 

desire to take over and continue to operate wells located thereon may do so 

by paying Unit Operator, for credit to the joint account, the net salvage 

value of the casing and equipment in and on the wells taken over, as estimated 

by Working Interest Owners, and by agreeing to plug each well at such time as 

i t is abandoned. 

20.1.3 Salvaging Wells. Unit Operator shall salvage as much of the 

casing and equipment in or on wells not taken over by Working Interest Owners 

of separate tracts as can economically and reasonably be salvaged, and shall 

cause the wells to be plugged and abandoned properly. 

20.1.4 Cost of Salvaging. Working Interest Owners shall share the 

cost of salvaging, liquidation or other distribution of assets and properties 

used in Unit Operation in proportion to their respective Secondary Phase 

Participations. 

ARTICLE 21 

EXECUTION 

21.1 Original Counterpart, or Other Instrument. A party may become a party 

to this Agreement by signing the original of this instrument, a counterpart thereof, or 

other instrument agreeing to be bound by the provisions hereof. The signing of any such 

instrument shall have the same effect as i f all the parties had signed the same instrument., 



ARTICLE 22 
SUCCESSORS AND ASSIGNS 

22.1 Successors and Assigns. The provisions hereof shall be covenants running 
with the lands, leases, and interests covered hereby, and shall be binding upon and inure 
to the benefit of the respective heirs, devisees, legal representatives, successors, and 
assigns of the parties hereto. 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the i 
i • < /' ' ~~] 

dates opposite^ their respective signatures. !•- J^y^_j_ 

A • • • / < r \ GULF OIL CORPORATION A J C T ^ G S 
ATTEST-' ~ c ' " ' < 

>• - . 3 / v \ \ * 
By \ J 0 ' \ ^ ~ Y ^ ) ^ j J A 

' c- •. As si s^ffnjtvSec reta'ry ~ Attorney in Fact 
Pate.* \ \ ^ V S m ? * 

THE STATE OF NEW MEXICO { 
\ 

COUNTY OF CHAVES \ 

'''i'c""J-he, foregoing instrument was acknowledged before me this y / ^ d a y 0 f 
,N ' ' : * jTc& i&&h ,, 196_^, by B. HOir&x̂ o , Attorney in Fact for : ,>y,».'.yx i-cc^y-'rr-K , 13D ^ / , uy «•» o . avruxito , m m e y in race 

l/Gl)LF 0IL'sC0RPj)rWI0N, a Pennsylvania corporation, on behalf of said corporation. 

-° • 'v.-. , > />;! 

1 c 7 

L A A / >x to - / > 
'-'My. Commi ss.ionrExpi res: _^^u~rx ' / { n-t c( ^Q'C>7% \_ 
M^mrfiis;iô /,r<p̂ yî gusi is. 19/0 Notary Publ*" 
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EXHIBIT "C" 

TO UNIT OPERATING AGREEMENT 

STUART LANGLIE MATTIX UNIT 
LEA COUNTY, NEW MEXICO 

SUMMARY OF UNIT PARTICIPATION 
BY WORKING INTEREST OWNERS 

MARK W. WHITTED, ADMINISTRATOR OF ESTATE 
OF JANICE F. FLEMING, DECEASED 

GETTY OIL COMPANY 

PRIMARY PHASE 
PARTICIPATION 

2.9060% 

2.0268% 

SECONDARY PHASE 
PARTICIPATION 

1.1881% 

2.2236% 

GULF OIL CORPORATION 30.6712% 34.8385% 

OCIE VIRGINIA McDONALD 2.9060% 1.1881% 

EDWARD E. REIGLE, TRUSTEE 

MRS. IVA C. RICHMOND 

11.6242% 

5.8121% 

4.7524% 

2.3762% 

JOSEPH E. SEAGRAM & SONS, INC. 

SINCLAIR OIL & GAS COMPANY 

12.2263% 

18.5592% 

8.3616Z 

19.9331% 

SKELLY OIL COMPANY 

TEXACO INC. 

ALLIED CHEMICAL CORPORATION 

5.1887% 

3.2307% 

4.8488% 

4.4926% 

10.6775% 

9.9683% 

TOTAL 100.0000% 100.0000% 
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Attached to and mode a part of .l!.l\Ji. .i>E^ 
the Stuart Lang lie-Mat i i x Knit, Lc 3 Cmm'.v, Nr.v M r x i c , 

ACCOUNTING P R O C E D U R E 
(JOINT OPERATIONS) 

I . GENERAL PROVISIONS 
1. Definitions 

"Joint Property" shall mean the'real and personal property subject to the agreement to which this "Accounting Pro­
cedure" is attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the nonoperaiing parties, whether one or more. 
"Joint Account" shall mean the account showing the charges and credits accruing because of the Joint Operation* 
and which are to be shared by the Parties. 
"Parties" shall mean Operator and Non-Operators. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean material which at the time is so classified in the Material Classification Manual 
as most recently recommended by the Council of Petroleum Accountants Societies of North America. 

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

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

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

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

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

5. Payment and Advances by Non-Operators 
Each Non-Operator shall pay its proportion of all such bills within fifteen (15) days after receipt thereof. I f pay­
ment is not made within such time, the unpaid balance shall bear interest at the rate of t i;_;»!' r» t . .. •: 
annum until paid. 

6. Adjustments 
Payment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correctness 
thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any calendar 
year shall conclusively be presumed to be true and correct after twenty-four (24) months following the end of any 
such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes written excep­
tion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be made 
unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent adjust­
ments resulting from a physical inventory of the Joint Property as provided for in Section V I I . 

7. Audits 
A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit 
Operator's accounts and records relating to the accounting hereunder for any calendar year within the twenty-four 
(24) month period following the end of such calendar year; provided however, the making of an audit shall not ex­
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph 
6 of this Section I . Where there are two or more Non-Operators, the Non-Operators shall make every reasonable 
effort to conduct joint or simultaneous audits in a manner which wi l l result in a minimum of inconvenience to 
the Operator. 

I I . DIRECT CHAIiG^S 

Subject to limitations hereinafter prescribed, Operator shall charge the Joint Account with the following items: 

1. Rentals rmd Royalties 
Delay or other rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account 
of the Parties. 

2. Labor 
A. Salaries and wages of Operator's employees directly engaged on the Joint Property in the conduct of the Joint 

Operations, and salaries or wages of technical employees who are temporarily assigned to and directly 
employed on the Joint Property. 

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to the 
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section I I 
and Paragraph 1 of Section I I I ; except that in the case of those employees only a pro rata portion of whose 
salaries and wages ore chargeable to the Joint Account'under Paragraph 1 of Section I I I , not more than the same 
pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint Account. Cost 
under this Paragraph 2B may be charged on a "when and as paid basis" or by "percentage assessment" on the 
amount of salaries and wages chargeable to the Joint Account under Paragraph 2A.of this Section I I and Para­
graph 1 of Section I I I . I f percentage assessment is used, the rate shall be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are ap­
plicable to Operator's labor cost of salaries and wages chargeable to the Joint Account under Paragraphs 2A 
and 213 of this Section I I and Paragraph 1 of Section I I I . 

D. Reasonable personal eKpcn«e« Of the** em ploy con whon<? salnrlo* and wages are chargeable to the Joint Account 
under Paragraph 2A of this* Scetlon I I and for which expenses the employees are reimbursed under Operator's 
usual Dr act ice. 



3. Employee Uciicfltl 
Opornlor'c current cost of established plans for employees' group life Insurance, hospitalization, ponrlon, retlrr--
mcnt, stock purchase, thrift , bonus, and other benefit plans of a like nature, applicable to Operator's bbor cost; pro­
vided however, the total of such charges shall not exceed ten percent (10<~;) of Operator's Inbor costn chnrr, r'M~: 
to the Joint Account under Paragraphs 2A and 2D of this Section I I find Paragraph 1 of Section HI . 

4, Material 
Material purchased or furnished by Operator for use on the Joint Property. So far as It la ren.ioii'ibly pmctl-
cal and consistent with efficient and economical operation, only stirh Materliil shnll be purchased fnr or (inn-frm-d 
to the Joint Property as may bo required for Immrdlnto vine; and the accumulation of purpttifi stork* shall »•« m-nliiM. 

0, Traitnpnrtntlnn 1 

Transportation of employees and Material necessary for the Joint Operations but subject lo the following limitations: 
A. If Material i t moved to the Joint Property from the Operator's warehouse or other properties, no charge shall 

be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store or 
railway receiving point where like material Is available, except by agreement with Non-Operators. 

B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shnll be mnde to the 
Joint Account for a distance greater than the distance to the nearest reliable supply store or railway receiving 
point, except by agreement with Non-Operators. No charge shall be made to Joint Account for moving Material 
to other properties belonging to Operator, except by agreement with Non-Operators. 

C. In the application of subparagraphs A and B above, there shall be no equalization of actual gross trucking costs 
of $100 or less. 

Services 
A. The cost of contract services and utilities procured from outside sources other than services covered by Para­

graph 8 of this Section I I and Paragraph 2 of Section I I I . 
B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph S of Section IV. 

7, Damages and Losses to Joint Property 
All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages 
or losses incurred by fire, flood, storm, theft, accident, or any other cause, except to the extent that the damage or 
loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall 
furnish Non-Operators written notice of damages or losses incurred as soon as practicable after a report thereof 
has been received by Operator. 

B. Legal Expense 
All costs and expenses of handling. Investigating and settling litigation or claims arising by reason of the Joint 
Operations or necessary lo protect or recover the Joint Property. Including, but not limited to, attorneys' fees, 
court costs, cost of Investigation or procuring evidence and amounts paid In settlement or satisfaction of any 
such litigation or claims; provided, (a) no charge shall be made for the services of Operator's legal staff or other reg­
ularly employed personnel (such services being considered to be Administrative Overhead under Section I I I ) , ex­
cept by agreement with Non-Operators, and (b) no charge shall be made for the fees and expenses of outside at­
torneys unless the employment of such attorneys Is agreed to by Operator and Non-Operators, 

f. Taxes 
Al l taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation 
thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. 

10, Insurance Premiums 
Premiums paid for Insurance required to be carried on the Joint Property for the protection of the Parties. 

11. Other Expenditures 
Any other expenditure not covered or dealt with In the foregoing provisions of this Section I I , or In Section HI , 
and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations. 

I I I . INDIRECT CHARGES 
Operator may charge the Joint Account for indirect costs cither by use of an allocation of district expense Items plus a 
fixed rate for administrative overhead, and plus the warehousing charges, all as provided for In Paragraphs-1, 2, and 3 of 
this Section I I I OR by combining all three of said Items under the fixed rate provided for In Paragraph 4 of this Section 
I I I , ai indicated next below: 

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OFi 
• Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative overhend plus 

warehousing.) 
go. Paragraph 4. (Combined fixed rate) 

t i c -Di t trlct Expense— . _ 
Oprralor.shall charge the Joint Account with a pro rata portion of the salaries, wages and expensrs of Op?rnroT'» 
production superintendent and other employees serving the Joint Property and other properties,^ Un? Operator In 
the same operating areaTwhoss time Is not allocated directly to the properties, and a_pro-rata portion of the cost of 
maintaining and operating a pro^u^oTr«fficcJ<nown as Opcrator 's^^^^-rrrrrr^T^ 
office located at or near . . . !~T!~rr~~rr---~:;;^^orTrco^ office If location changed), and neces­
sary sub-offices ( i f any), maintained for thej^mvcltlenec oMhe^abovc-dcscrlbcd office, and all necessary camps, 
Including housing facilities for cmjpJpy^esTtfT-equircd. used In connectldlt-wlth. the operations of the Joint Properly 
and other properties lnJJie-Bmn?opcrating area. The expense of, less any rcvemic-from, such facilities may, at the 
option of Opejaterrlncnide depreciation of Investment or a fair monthly rental in lleu~of-depreciation. Such 
char^s-idfafibc apportioned to all properties served on some equitable basis consistent with Operator's accounting 

/̂ *e=^pri»ctieei—• • — — .— .— 

S. Administrative Overhead 
Operator shall charge administrative overhead to the Joint Account at the following rotes, which charge shall be In 
lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section I I I . I n c h i n g 
salaries, wages and expenses of personnel assigned to such offices. Such charges shall be In addition to the ralr.rlcn, 
wages and expenses of employees of Operator authorized to be charged at direct charges as provided In Psretsrsphs 
2 and 8 of Section I I . 

ORIUINQ W i l l RATI 
PRORUCINCI W t U RATI 

I'>81 C»rr*nt f r u i t i n g Q»pth) 



•$»—OpamterV Fsdly4)wn*4-W«Feh»ur»^ps>»etSn$-Bn^ 
(Describe fully t h ^ by *.ho OpcraJ-orJ 

«. ComMn« J Fixed Rates 
Operator ehall charge the Joint Account for the ssrviccs covered by Paragraph 1, 2 and 3 of thla CrtJ'on HI , ;fc 
following fixed per well rotes: 

WELL BASIS (BATIS V ' M WELL FER PtONTH) 
" " " ' * " " P K " " l ! r » M « » V.'Slt. BATS 

MMIUMQ WIU RATI «•--« <.;.•.•:-.» f r ' - * ? n.--.-s»t»l 

Wsl tV ' i f t t a r t Weil Mf* rbr<5 t(™» Plvo er-,. T ' l 

:..ALLJkpiSarr feio,.«p. tzirjissscz .tt5HH .. JSZU~ 

Bald fixed rato (shall) (rhuiVresA) Include salaries and expenses of production foreman. 

B. Application of Administrative Overhead or Combined f'ljc-.d Rates 
The following limitations, Instructions and charges shall "pply in the application of the per well rates as provided 
under either Paragraph 2 or Paragraph 4 of this Section I I I : 
A. Charges for drilling wells shall begin on the dnte ench well ls spudded and terminate on the dnte the drilling or 

completion rig ls released, whichever is later, except that no charge shall be made during the suspension of 
drilling operations for fifteen (15) or more consecutive days. 

B. Tho status of wells shall be as follows: 
(1) Producing gas wells, injection wells for recovery operations, water nupply wells utilized for water flooding 

operations ond salt water disposal wells shall be considered the same ns producing wells. 
(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the 

well schedule at the time the shutdown Is effected. When Buch a well is plugged a charge shiU be mnde 
at the producing well rates. 

(3) Wells being plugged back, drilled deeper, converted to a nouroc or Input well, or which are undergoing r>ny 
type of workover that requires the use of a drilling or workover rig shall be considered the same es drilling 
wells. 

(4) Temporarily shut-down wells, which arc not produced or worked upon for a period of a fu l l calendar month, 
shall not be Included in the well schedule, provided however, wells shut In by governmental regulatory 
body shall be Included ln the well schedule only ln the event the allowable production Is transferred to some 
other well or wells on the Joint Property. In the event of a unit allowable, all wells capable of producing 
wi l l be counted in determining the charge. 

(5) Gas wells shall be Included in the well schedule If directly connected to a permanent sales outlet even-
though temporarily shut In due to overproduction or failure of purchaser to take the allowed production. 

(6) Wells completed in multiple horizons, In which the production Is not commingled down hole, shall be con­
sidered as a producing well for each separately producing horizon. 

C. The well rates shall apply to the total number of wells being drilled or operated under the agreement to which 
thla Accounting Procedure is attached, Irrespective of individual lenses. 

D. The well rates shall bo adjusted on the first day of April of each year following the effective date of the n?,rr-r~ 
ment to which this Accounting Procedure is attached. The adjustment shall bo computed by multiplying the 
rate currently in use by the percentage increase or decrease In the average weekly earnings of Crude Petroleum 
end Gas Production Workers for the last calendar year compared to the preceding calendar year as shown by 
"The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers" as published by th? 
United States Department of Labor, Bureau of Labor Statistics. The adjusted rates shall be the rates currently 
In use, plus or minus the computed adjustment. 

0. For the construction of compressor plants, water stations, secondary recovery systems, salt water d ispel l facili­
ties, and other such projects, as distinguished from Die more usual drilling and producing operations. Operator 
ln addition to the Administrative Overhead or Combined Fixed Rates provided for In Paragraph 2 and 4 of this 
Section I I I , shall charge the Joint Account with an additional overhead charge at follows: 
A. Total cost less than $25,000, no charge. 
B. Total cost more than $25,000 but less than $100,000, _ 3 _ % of total cost. 
C. Total cost of $100,000 or m o r e _ 3 _ % of the first $100,000 plus _JL_% of all over $100,000 of total coit. 
Total cost shall mean the total gross cost of ony one project. For the purpose of this Paragraph the component parts 
of a single project shall not be treated separately and the cost of drilling wells shall be excluded. 

T. The specific rates provided for ln this Section I I I may bo amended from time to time by mutual agreement bet-wen 
tha Parties hereto If, ln practice, the rates ore found to be insufficient or excessive. 

IV. BASIS OF CHARGES TO JOINT ACCOUNT 
Subject to the further provisions of this Section IV, Operator wi l l procure all Material and services for the Joint Prop­
erty. At the Operator's option, Non-Operator may oupply Material or services for the Joint Property. 

1. r«rch-.soa 
Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis­
counts actually received, 

8. t u to r i a l furnished from Operator's Warohouao ©r OtEnr Properties 
A. Hew Material (Condition "A" ) 

(1) Tubular goods, two Inch (2") and over, shall be priced on Eastern Mil l base ( i . e. Youngstown, Ohio: Lorn In, 
Ohio; end Indiana Harbor, Indiana) on a minimum carload basis effective at date of movement and f. o. b. 
railway receiving point nearest the Joint Property, regardless of quantity. In equalized hauling chnrrrs, 
Operator is permitted to include ten cent3 (10c) per hundred-weight on all tubular goods furnished from 
his stocks ln lieu of loading and unloodlng coats sustained. 

(2) Other Material shall be priced at the current replacement cost of tho amne kind of Material, effective *t dnte 
of movement and t, o. b. the supply store or railway receiving point nearest the Joint Property Where 
Material of the same kind is available. 

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

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

es Condition " B " and priced at seventy-five per cent (73%) of the current price of new Material. 
(J) Material which cannot ba classified es Condition " B " but which, 

(a) After reconditioning w i l l be further serviceable for original function RS good secondhand Mtterlnl 
(Condition " B M ) , or 

(b) Is serviceable for original function but substantially not suitable fcr reconditioning, thai! be classifi­
ed aa Condition "C" and priced at f i f ty per cent (80%) of current new price. 

(3) Obsolete Material or Material which cannot ba classified ns Condition "B" or Condition "C" thnll be priced 
at a value eommenturate with l t i use. Material no longer tultoblo for its original purpose but usable for 



some other purpose, shall be priced on a basis comparable with that of items normally used for r.ueh <•''> 
p u r p l e . 

(4) Material involving erection costs shall be charged at applicable percentage of the Current kno--;i-d~rio,-'.i 
price of new Material. 

3. Premium Prices 
Whenever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Section T'J <•? 
national emergencies, strikes or other unusual caur.es over which the Operator h.i3 no control, the O,-;• ; .>" ;;.;>/ 
charge the Joint Account for the required Material at the Operator's actual cost incurred in procuring such M.-.'-ri"',, 
in making it suitable for use, and in moving it to the Joint Property, provided, that notice in v.-ritin-r 1) 
furnished to Non-Operators of the proposed charge prior to billing Non-Operntorn for such Material, K- oh Non-
Operator shall have tho right, by so electing and notifying Operator within 10 daye after rcecivinr: not!*.* h e n 
Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to Operator. 

4. Warranty of Material Furnished by Operator 
Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the 
Joint Account until adjustment has been received by Operator from the manufacturers or their agents. 

5. Equipment and Facilities Furnished by Operator 
A. Operator shall charge tho Joint Account for use of equipment and facilities nt rates commensurate with cmt of 

ownership and operation. Such rates shall include cost of maintenance, repairs, other operating expense, In­
surance, taxes, depreciation and interest on investment not to exceed six per cent (6%) per annum, provided 
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property is 
located. Rates for automotive equipment shall generally be in line with the schedule of rater, adopted by the 
Petroleum Motor Trnnsport Association, or some other recognized organization, as recommeded uniform charter, 
against Joint Property operations. Rates for laboratory services shall not exceed those currently prevailing if 
performed by outside service laboratories. Rates for trucks, tractors and well service units may include wages 
and expenses of operator. 

B. Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge. 
C. Rates shall be revised and adjusted from time to time when found to be cither excessive or insufficient. 

V. DISPOSAL OF MATERIAL 
The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi­
tion "A" or "B" Material. The disposition of surplus Controllable Material, not purchased by Operator, shall be subject 
to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk 
and scrap Material cither by transfer or sale from the Joint Property. 

1. Material Purchased by tho Operator or Non-Operators 
Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account 
for tho month in which the Material is removed by the purchaser. 

3. Division in Kind 
Division of Material in kind, i f made between Operator and Non-Operators, shall be in proportion to the respective 
interests in such Material. Tho Parties wi l l thereupon be charged individually with the value of the Material re­
ceived or receivable. Proper credits shall be made by the Operator in the monthly statement of operations. 

3. Seles to Outsiders 
Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net 
amount collected by Operator from vendee. Any claim by vendee related to such sale shall be charged back to the 
Joint Account if and when paid by Operator. 

V I . BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 
Material purchased by cither Operator or Non-Operators or divided in kind, unless otherwise agreed to between 
Operator and Non-Operators shall be priced on tho following basis: 

1. New Price Defined 
New price as used in this Section V I shall be the price specified for New Material in Section rV. 

2. New Material 
New Material (Condition " A " ) , being new Material procured for the Joint Property but never used, at one hundred 
per cent (100%) of current new price (plus sales tax i f any). 

3. Good Usc:I Material 
Good used Material (Condition "B") , being used Material in sound and serviceable condition, suitable for reu.ee 
without reconditioning: 
A. At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or 
B. At sixty-five per cent (65%) of current new price if Material was originally charged to the Joint Account as 

secondhand at seventy-five percent (75%) of new price. 
4. Other Used Material 

Used Material (Condition "C"), at f i f t y per cent (50%) of current new price, being used Material which: 
A. Is not in sound and serviceable condition but suitable for reuse after reconditioning, or 
B. Is serviceable for original function but not suitable for reconditioning. 

5. E^d-Ordcr Material 
Material (Condition "D") , no longer suitable for its original purpose without excessive repair cost but usable for 
some other purpose at a price comparable with that of items normally used for such other purpose. 

6. Junk r.ratcrial 
Junk Material (Condition "K" ) , being obsolete and scrap Material, at prevailing prices. 

7. Temporarily Used Material 
When the use of Material is temporary and its service to the Joint Property does not justify the reduction in price as 
provided for in Paragraph 3 B of this Section V I , such Material shall be priced on a basis that wi l l leave a net chnrge 
to the Joint Account consistent with the value of the service rendered. 

vn. INV2NTO;:.S^.; 
The Operator shall maintain detailed records of Material generally considered controllable by the Industry. 

1. Periodic Inventories, Notice and Representation 
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include 
all such Material a3 is ordinarily considered controllable. Written notice of intention to take inventory shall be 
given by Operator at least thirty (30) days before any inventory is to begin so that Non-Operators may be repre­
sented when any inventory is taken. Failure of Non-Operators to be represented at an inventory shall bind Non-
Operators to accept the inventory taken by Operator, who shall in that event furnish Non-Operators with a copy 
thereof. 

2. Reconciliation and Adjustment of Inventories 
Reconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shorta;:«-'s 
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator 
with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only 
for shortages due to lack of reasonable diligence. 

3. Special Inventories 
Special inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shpll b.-> 
the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest t&keg 
place. In such cases, both the seller and the purchaser shall be governed by such inventory. 



EXHIBIT " E 

Attached to and made a part of Unit Operating Agreement covering 

the Stuext Langlie-Mattix Unit, Lea County, New Mexico. 

INSURANCE 

In the development and operation of the subject properties, Operator 

shall carry the following insurance: 

(A) Workmen's Compensation Insurance in accordance with the Laws of 
the State of JleyJ^exico and Employer's Liability Insurance 
in a minimum amount of'"$"100,000.00. 

(D) Comprehensive General Public Liability Insurance: In minimum 
amounts of $150,000.00 for injuries to each person and $300,000.00 
for each accident, and Property Damage Insurance in the minimum 
amounts of $100,000.00 for each accident with the exception of 
the f i r s t $5,000.00 of loss, which is self-insured by the parties 
hereto, and $200,000.00 in the aggregate. 

(C) Automobile Liability Insurance in minimum amounts of $150,000.00 
for each person and $300,000.00 for each accident, and Property 
Damage in the minimum amount of $100,000.00 for each accident. 

Unit Operator shall require its contractors and subcontractors per­

forming work in and on the Unit Area to carry insurance of the types specified 

above and in such amounts as the Unit Operator deems necessary. 

Each of Operator's aforesaid policies are written to automatically 

include all Non-Operators, under properties operated by Operator, as additional 

insured, whether or not such Non-Operators are specifically named. 

The self-insured property damage loss incident to each accident shall 

be charged to the joint accounti 

No other insurance shall be carried by the Operator for the benefit 

of the joint account. 



COMMERCIAL RESOURCES 
(505)-827-57Z4 

PUBLIC AFFAIRS 
(5051-827-5765 

SURFACE RESOURCES 
(505)-827-5793 

MIMERAL RESOURCES 
(505)-827-5744 

ROYALTY 
(505)-827-5772 

State of new Mexico 
Commissioner of Public Lands 

Ray Powell, M.S.. D.V.M. 
310 Old Santa Fe Trail, P. O. Box 1148 

Santa Fe, Mew Mexico 87504-1148 
Phone (505)-827-5760, Fax (505)-827-5766 

ADMiniSTRATIVE MQMT. 
(5O5)-827-57O0 

FLAnniria 
(5051-827-5752 

LEOAL 
(5051-827-5713 

November 4, 1997 

Betwell Oil & Gas Company 
P.O. Box 2577 
Hialeah, Florida 33012 

Attn: Mr. Lowell S. Dunn II 

Re. 1997 Plan of Development 
Stuart Langlie Mattix Unit 
Lea County, New Mexico 

Dear Mr. Dunn: 

The Commissioner of Public Lands has, of this date, approved the above-captioned Plan of Development. Our 
approval is subject to like approval by all other appropriate agencies. 

The possibility of drainage by wells outside of the unit area and the need for further development of the unit ma}' 
exist. You may be contacted at a later date regarding these possibilities. 

If you have any questions or if we may be of further help, please contact Pete Martinez at (505) 827-5791. 

Very truly yours, 

RAY POWELL, M.S., D.V.M. 
COMMISSIONER OF PUBLIC LANDS 

BY: 
JAMI BAILEY, Director 
Oil, Gas and Minerals Division 
(505) 827-5744 

RP/JB/cpm 
xc. Reader File OCD BLM 



RAY POWELL, M.S., D.VAf. 
COMMISSIONER 

j&iai* of Jfefn ffitxvctt 
(Errmmfeatrmcr of ̂ utlic Jfcmfrs (505) K7-5760 

FAX 005) 827-5766 310 OLD SANTA FE TRAIL P.O. BOX 1148 

SANTA FE, NEW MEXICO 87504-1148 

October 24,1996 

Betwell Oil & Gas Company 
P.O. Box 2577 
Hiaieah, Florida 33012 

Attn: Mr. LowellS. Dunn II 

Re: 1996 Plan of Development 
Stuart Langlie Mattix Unit 
Lea County, New Mexico 

Dear Mr. Dunn: 

The Commissioner of Public Lands has this date approved the above-captioned Plan of 
Development. Our approval is subject to like approval by all other appropriate agencies. 

The possibility of drainage by wells outside of the Unit Area and the need for further 
development of the unit may exist. You may be contacted at a later date regarding these 
possibilities. 

If you have any questions, or if we may be of further help, please contact Pete Martinez at 
(505) 827-5791. 

Very truly yours, 

LARRYKEHOE^irector 
Oil, Gas and Minerals Division 
(505) 827-5744 

RP/LK/cpm 
cc: Reader File OCD TRD BLM 

RAY POWELL, M.S., D.V.M. 
COMMISSIONER OF PUBLIC LANDS 

RESOURCE MANAGEMENT: COMMERCIAL (505)-827-5724, MINERALS (505)-827-5744, SURFACE (505)-827-5793, ROYALTY (505)-827-5772, 
Ar>MiNi«TRATlVF. MANAGEMENT (5051-827-5700. COMMUNICATION fit PUBLIC AFFAIRS <505)-827-576* and QEMERAL COUMSEL (505)-827-5713 
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B E T W E L L O I L & GAS C O M P A N Y 
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May 1,1996 

United States Department of the Interior 
Bureau of Land Management 
Roswell District Office 
1717 West Second Street 
Roswell, New Mexico 88201-2019 
Attention: Mr. Tony Ferguson, Assistant District Manager 

Re: Stuart Langlie Mattix Unit 

Mr. Ferguson, 

Attached for your review are three copies of the 1995 Report of Operations and 1996 Plan of Development 
for the subject Betwell Oil & Gas Company operated Unit. As requested you will also find a map of the 
Unit boundary, production decline curve and the most current exhibit "B". 

If you have any questions, please contact either myself or Ms. Kathy Range! at (305) 821-8300. 

Sincerely, 

Lowell S. Dunn II 
Vice President 

Cc: All Working Interest Owners, file 

LMWU POD96 

LDII/jlj APPROVED 

BUREAU OF LAND MANAGEMENT 
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I? Hu»ky Oil Co. 
Uory Wool*orih 

Federal and State 
Lease Designation 
Tract No. Serial 

1 
2 
3 
4 . 
5 
5A 
6 
7 

LC 032511 
LC 032511 
LC 032592 
LC 057180 
B-l58-1 
B-l58-2 
B-l328 
B-l566-2 

(a) 

EXHIBIT "A" 

STUART LANGLIE MATTIX UNIT 
LEA COUNTY, NEW KEXICO 

- LEGEND -

Federal 

State 

I I Fee 
' / s / / Unit Area Boundary 

( 2 ) Tract Number 

* Tract 3 not ccrcmitted on Effect ive Hate. 



Stuart Langlie Mattix Unit 
1995 Report of Operations 

The Stuart Langlie Mattix Unit consists of 11 producing wells and 4 active injection wells. In 1995 the 
Unit produced 23,453 BO, 5,188 MCF and 151,261 BSW. 

1995 Daily 1995 Total Cumulative 
Oil Production 64 23,453 4,561,734 
Gas Production 14 5,188 5,918,754 
Water Production 414 151,261 4,624,265 

During 1995, there was no drilling activity and no wells converted to injection. Betwell worked on 
enhancing oil recovery through maximizing downhole pump efficiency, limiting downtime on wells, and at 
the same time tried to minimize the expenses. 

1996 Plan of Development 

Betwell Oil & Gas Company has no proposed drilling activity for 1996, although an engineering study to 
determine possible infill drilling locations will be performed. In addition a study on how we might be able 
to improve the sweep efficiency will be done. We are currently in the process of evaluating the possibility 
of working over several wells. With stronger oil, prices expected during 1996 we anticipate reactivating 
wells that are currently shut-in due to mechanical problems. 

SLMU POD96a 



STUART LANGLIE MATTIX UNIT 

Well 
# Status A.P.I. Number 
101 P 30-025-11403 

102 I 30-025-11415 

103 I 30-025-11416 

104 I 30-025-11412 

105 P 30-025-11409 

106 P 30-025-11410 

107 S 30-025-11411 

108 I 30-025-11534 

109 S 30-025-11535 

110 P 30-025-11538 

111 T 30-025-11526 

112 S 30-025-11525 

113 P 30-025-11527 

114 P 30-025-11528 

115 T 30-025-11516 

116 P 30-025-11523 

117' T 30-025-09731 

118 P 30-025-11524 

119 I 30-025-11533 

120 I 30-025-11536 

121 P 30-025-11531 

122 P 30-025-11530 

123 T 30-025-11532 

124 P 30-025-11519 
125 T 30-025-11345 

126 T 30-025-22772 

128 T 30-025-22773 



- 1 -

WELL/LEASE CUMULATIVE PRODUCTION 
19-Jul-1996 

1ST LAST 
LIQUID UPPER LOWER PROD PROD 

FIELD (RESERVOIR) RESERVOIR NAM 

LANGLIE MATTIX (SEVE SEVEN RVR QN 

LEASE NAME WELL GAS CUM CUM PERF PERF DATE DATE STATUS 

STUART LANGLIE MATTIX UNIT000101 77691 105031 0 0 0 9512 ACT 
STUART LANGLIE MATTIX UNIT000102 373965 91078 0 0 0 0 INA 
STUART LANGLIE MATTIX UNIT000103 378532 64424 0 0 0 0 INA 
STUART LANGLIE MATTIX UN IT000104 284013 69998 0 0 0 0 INA 
STUART LANGLIE MATTIX UNIT000105 165826 172516 0 0 0 9512 ACT 
STUART LANGLIE MATTIX UNIT000106 446648 239499 0 0 0 9512 ACT 
STUART LANGLIE MATTIX UNIT000107 165792 73156 0 0 0 0 INA 
STUART LANGLIE MATTIX UNIT000108 124157 38245 0 0 0 0 INA 
STUART LANGLIE MATTIX UNIT000109 32046 109109 0 0 0 9006 INA 
STUART LANGLIE MATTIX UNIT000110 155269 224096 0 0 0 9512 ACT 
STUART LANGLIE MATTIX UNIT000111 181501 184201 0 0 0 8709 INA 
STUART LANGLIE MATTIX UNIT000112 288175 283234 0 0 0 9410 INA 
STUART LANGLIE MATTIX UNIT000113 390158 597266 0 0 0 9512 ACT 
STUART LANGLIE MATTIX UNIT0001K 245361 333500 0 0 0 9512 ACT 
STUART LANGLIE MATTIX UNIT000115 31185 160308 0 0 0 0 INA 
STUART LANGLIE MATTIX UNIT000116 192263 311411 0 0 0 9512 ACT 
STUART LANGLIE MATTIX UNIT000117 287489 214619 0 0 0 0 INA 
STUART LANGLIE MATTIX UNIT000118 215540 235113 0 0 0 9512 ACT 
STUART LANGLIE MATTIX UNIT000119 0 95773 0 0 0 0 INA 
STUART LANGLIE MATTIX UNIT000120 67546 74740 0 0 0 0 INA 
STUART LANGLIE MATTIX UNIT000121 1230671 151599 0 0 0 9512 ACT 
STUART LANGLIE MATTIX UNIT000122 517810 271661 0 0 0 9512 ACT 
STUART LANGLIE MATTIX UNIT000123 20425 211577 0 0 0 0 INA 
STUART LANGLIE MATTIX UNIT000124 46691 249580 0 0 0 9512 ACT 

SEVEN RVR QN G 

LANGLIE MATTIX (SEVE 

TOTAL 

5918754 4561734 

5918754 4561734 

5918754 4561734 

Dwight's Energydata, Inc. 
Copyright 1991-94, ALL RIGHTS RESERVED 
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OFFICE OFTHE 

JIM BACA 
COMMISSIONER 

(EmttmtBaimter nf |Junltc Ĉattbs 
P.O. BOX 1148 

SANTA FE, NEW MEXICO 87504-1148 

CERTIFIED - RETURNED RECEIPT REQUESTED 

Apr i l 27, 1993 

Betwell Oil & Gas Company 
P.O. Box 2577 
Hialeah, Florida 33012 

Attention: Mr. Lowell Dunn, J r . 

Re: Designation of Successor Unit Operator 
Stuart Langlie-Mattix Jnit 
Lea County, New Mexico 

Dear Mr. Dunn: 

Mr. James Baca of Chevron, USA, Inc. has advised this office 
that Betwell O i l & Gas Company has been designated as the 
successor unit operator of the Stuart Langlie-Mattix Unit, Lea 
County, New Mexico. 

Our records r e f l e c t that Chevron USA, Inc. i s s t i l l the 
operator of record for this unit. Pursuant to the terms of the 
Stuart Langlie-Mattix Unit Agreement, any change in unit 
operators must also be approved by the Commissioner of Public 
Lands and the Bureau of Land Management. 

In view of the above, please submit a resignation/designation 
of successor unit operator to this office for approval. I f the 
change of operator i s not f i l e d with and approved by this 
office, you are operating the Stuart Langlie-Mattix Unit 
without authority. 

Also, enclosed i s an Instruction Sheet for f i l i n g a Surface 
Improvement Damage Bond. Our records r e f l e c t that Betwell O il 
& Gas Company does not have a $20,000 Multiple Surface 
Improvement Damage Bone on f i l e . This change of unit operators 
w i l l not be approved u n t i l the required bond has been f i l e d 
with this office. 



Betwell Oil & Gas Company 
April 27, 1993 
Page 2 

Please submit the appropriate documents for designation of. 
successor operator of the Stuart Langlie-Mattix Unit within 
t h i r t y (30) days from receipt of this l e t t e r . Failure to 
timely submit the requested documents may jeopardize this unit 
and the state leases committed to this unit agreement. 

I f you have any questions, or i f we may be of further help, 
please contact Pete Martinez at (505) 827-5791. 

Very truly yours, 

JIM BACA 
COMMISSIONER OF PUELIC LANDS 

Oil/Gas and Minerals Division 
(505) 827-5744 
JB/FOP/pm 
ends. 
cc: Reader F i l e 

Chevron USA, Inc. 

FLOYD.O. PRANDO, Director 



Qlontmtsatonrr ai JIuMtc Jfctitite 

OFFICE OF THE 

RAY B. POWELL 
COMMISSIONER P.O. BOX 1148 

SANTAFE, NEW MEXICO 87504-1148 

August 10, 1993 

Betwell O i l & Gas Company 
P.O. Box 2577 
Hialeah, Florida 33012 

Attention: Mr. Lowell S. Dunn I I 

Re: Resignation/Designation of Successor Unit Operator 
Stuart Langlie Mattix Unit 
Lea County, New Mexico 

Dear Mr. Dunn: 

This office i s i n receipt of a designation of successor unit 
operator, wherein Chevron USA Production Company has resigned 
as unit operator of the Stuart Langlie Mattix Unit and 
designated Betwell Oil & Gas Company as the successor unit 
operator. 

The Commissioner of Public Lands has this date approved the 
resignation of Chevron USA Production Company and the 
designation of Betwell Oil & Gas Company as the successor unit 
operator of this unit. This change i n operators i s effective 
December 1, 1992. In accordance with this approval, Betwell 
Oi l & Gas Company i s now responsible for a l l operations and the 
reporting of a l l production from the unit. 

I f you have any questions, or i f we may be of further help, 
please contact Pete Martinez at (505) 827-5791. 

Very truly yours, 

RAY B. POWELL 
COMMISSIONER 0FAPUBLIC LANDS 

Oil/Gas and Minerals Division 
(505) 827-5744 
RBP/FOP/pm 
encls. 
cc: Reader F i l e 

BLM - Roswell 
Chevron USA Production Company 
OCD 
TRD 



State of New Mexico 

W.R. HUMPHRIES 
COMMISSIONER Commissioner cf Riollc Lands 

May 22, 1989 

P.O. SOX 1148 
SANTA FE. NEW MEXICO 87504-1148 

Chevron U.S.A. I n c . 
P.O. Box 670 
Hobbs, New Mexico 88240 

ATTN: R.C. Anderson 
D i v i s i o n Manager, P r o d u c t i o n Department 

RE: 1989 Plan o f Development 
S t u a r t L a n g l i e - M a t t i x U n i t 
Lea County, New Mexico 

Gentlemen: 

The Commissioner of P u b l i c Lands has t h i s date approved t h e 
above c a p t i o n e d 1989 Plan of Development. Our a p p r o v a l i s 
s u b j e c t t o l i k e a p p r o v a l by a l l o t h e r a p p r o p r i a t e a g e n c i e s . 

Enclosed i s an approved copy f o r your f i l e s . I f we may be of 
f u r t h e r h e l p , p l e a s e do not h e s i t a t e t o c o n t a c t us. 

Very t r u l y y o u r s , 

W.R. HUMPHRIES 
COMMISSIONER OF PUBLIC LANDS 

FLOYD 0. PRANDO. D i r e c t o r 
O i l and Gas D i v i s i o n 
(505) 827-5749 

cc: OCD - Santa Fe , New Mexico 
BLM 
U n i t Correspondence F i l e 

WRH/FOP/SMH 



Chevron uuv Am -
Chevron U.SA Inc. 
P.O. Box 670. Hobbs. NM 88240 

R. C. Anderson 
Division Manager 
Produclion Department 
Hobbs Division 

A p r i l 13, 1989 

1988 REPORT OF OPERATIONS AND 
1989 PLAN OF DEVELOPMENT FOR 
BOGLE FLATS, EUNICE MONUMENT 
SOUTH, NORTH HACKBERRY YATES, 
i/STUART LANGLIE-MATTIX, 
HACKBERRY HILLS, MALJAMAR 
GRAYBURG AND WEST DOLLARHIDE 
DEVONIAN UNIT (S) 

United States Department o f the I n t e r i o r 
Bureau o f Land Management 
Roswell D i s t r i c t O f f i c e 
P. O. Box 1397 
Roswell, New Mexico 88201 

A t t e n t i o n : Mr. Joe G. Lara 
A s s i s t a n t D i s t r i c t Manager, Minerals 

Gentlemen: 

Attached f o r your viewing are three copies of the 1988 
Report o f Operations and 1989 Plan of Development f o r each 
of the sub j e c t Chevron U.S.A. operated U n i t s as requested 
i n your l e t t e r o f February 1, 1989. Please note t h a t you 
gr a c i o u s l y granted us and extension t o A p r i l 15, 1989 t o 
submit these r e p o r t s . 

I f you have any questions, please contact Mr. J. T. 
Dunlavey or Mr. A. W. Bohling a t Chevron U.S.A. I n c . , P. 0. 
Box 670, Hobbs, New Mexico 88240; Phone (505) 393-4121. 

Yours very t r u l y , 

R. C. ANDERSON 

AWB/jay 04139/02 

Attachments 

cc: M. J. A l l i s o n 
J. A. Awwad 
J. T. Dunlavey 
D. H. Messer 
D. H. Wilson 
Hobbs D i v i s i o n 

w/o attachments 
w/o attachments 
w/o attachments 
Houston - w/attachments 
Houston - w/attachments 

n t r a l F i l e s - Un i t f i l e s w/attachment 



RE: 1989 Plan of Development and 1988 Report of Operations, 
Stuart Langlie Mattix Unit, Lea County, New Mexico. 

The Stuart Langlie Mattix Unit comprises 13 producing wells, 
1 active San Andres water supply w e l l and 13 active water i n ­
j e c t i o n wells. The u n i t i s currently producing 85 BOPD + 399 
BWPD + 13 MCFGPD (daily avg. production 4th quarter 1988). 
A l l u n i t wells were d r i l l e d and completed p r i o r to January, 
1985. Cumulative i n j e c t i o n and production was 20.7 MMBW and 
1.0 MMBO, respectively through December, 1988. 

In 1988 15 wells were cleaned out and acidized* This work 
was performed on 5 production wells and 10 i n j e c t i o n wells. 
This work resulted i n the increased production shown on the 
attached p l o t . 

Chevron i s presently evaluating the results of la s t years' 
work i n an e f f o r t to determine the f e a s i b i l i t y of continued 
work i n the u n i t . 

LMW/jc 04119/02 p| a n of Development 

^V- DISTRICT MANAGER 
BUREAU OF LAND MANAGEMENT 
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State of New Mexico 

W.R. HUMPHRIES 
COMMISSIONER 

SLO REF NO OG-807 
P.O. BOX 1148 

SANTA FE, NEW MEXICO 87504-1148 

June 6, 1988 

Chevron U.S.A. I n c . 
Attn: Mr. R. C. Anderson 
P. 0. Box 670 
Hobbs, New Mexico 88240 

Gentlemen : 

The Commissioner of P u b l i c Lands has t h i s date approved your 
1988 Plan of Development f o r the above c a p t i o n e d u n i t a rea. 

Our a p p r o v a l i s s u b j e c t t o l i k e a p p r o v a l by a l l o t h e r 
a p p r o p r a i a t e a g e n c i e s . 

Enclosed i s an approved copy f o r your f i l e s . 

I f we may be of f u r t h e r h e l p please do not h e s i t a t e t o c a l l 
on us . 

Re : 1988 Plan of Development 
S t u a r t L a n g l i e - M a t t i x U n i t 
Lea County, New Mexico 

Very t r u l y y o u r s , 

W. R. HUMPHRIES 
COMMISSIONER OF PUBLIC LANDS 

FLOYD 0. PRANDO, D i r e c t o r 
O i l and Gas D i v i s i o n 
(505) 827-5744 

WRH/FOP/pm 
enc1s . 
CC: OCD 

BLM 



RE: 1988 Plan of Development and 1987 Report of 
Operations, Stuart Langlie Mattix Unit, Lea County, 
New Mexico. 

The Stuart Langlie Mattix Unit comprises 13 producing 
wells, 1 active San Andres water supply w e l l and 13 active 
water i n j e c t i o n wells. The un i t i s currently producing 78 
BOPD + 404 BWPD +13 MCFGPD (daily avg. production January, 
1988) . A l l u n i t wells were d r i l l e d and completed p r i o r to 
January, 1985. 

In 1987, one workover was performed to convert the SLMU 
#111 to a water supply well i n the San Andres. This well 
went on l i n e i n October of 1987, supplying an average of 
3700 BBL/day of i n j e c t i o n make-up water to the Unit. 

At present Chevron i s evaluating w e l l performance i n an 
e f f o r t to determine remedial work necessary to improve 
pr o d u c t i v i t y . No d e f i n i t e plan of action has been 
developed at t h i s time. 

Chevron has no plans t o d r i l l any additional wells i n the 
un i t i n 1988. 

Please refer to the attached table, map and production p l o t 
for additional information regarding the u n i t . 

Plan of Development 

APPROVED 



RE: 1988 Plan o f Development and 1987 Report of 
Operations, S t u a r t L a n g l i e M a t t i x U n i t , Lea County, 
New Mexico. 

The S t u a r t Langlie M a t t i x U n i t comprises 13 producing 
w e l l s , 1 a c t i v e San Andres water supply w e l l and 13 a c t i v e 
water i n j e c t i o n w e l l s . The u n i t i s c u r r e n t l y producing 78 
BOPD + 404 BWPD +13 MCFGPD ( d a i l y avg. production January, 
1988) . A l l u n i t w e l l s were d r i l l e d and completed p r i o r t o 
January, 1985. 

I n 1987, one workover was performed t o convert the SLMU 
#111 t o a water supply w e l l i n the San Andres. This w e l l 
went on l i n e i n October o f 19 87, supplying an average of 
3700 BBL/day of i n j e c t i o n make-up water t o the U n i t . 

At present Chevron i s e v a l u a t i n g w e l l performance i n an 
e f f o r t t o determine remedial work necessary t o improve 
p r o d u c t i v i t y . No d e f i n i t e p lan o f a c t i o n has been 
developed a t t h i s time. 

Chevron has no plans t o d r i l l any a d d i t i o n a l w e l l s i n the 
u n i t i n 1988. 

Please r e f e r t o the attached t a b l e , map and production p l o t 
f o r a d d i t i o n a l i n f o r m a t i o n regarding the u n i t . 
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STATUS OF WELLS 

STUART LANGLIE MATTIX UNIT 

WELL STATUS LATEST WELL 1 TEST (O/W/G) DATE 

101 Producing 2 BO / 6 BW / 1 MCF 1/18/88 
102 WIW 
103 WIW 
104 WIW 
105 Producing 7 BO / 54 BW / 1 MCF 1/04/88 
106 Producing 6 BO / 53 BW / 1 MCF 1/05/88 
107 WIW 
108 WIW 
109 Producing 1 BO / 5 BW / 1 MCF 1/17/88 
110 Producing 7 BO / 7 BW / 1 MCF 1/15/88 
111 Converted t o WSW 
112 Producing 2 BO / 19 BW / 1 MCF 1/16/88 
113 Producing 31 BO / 127 BW / 1 MCF 1/03/88 
114 Producing 2 BO / 42 BW / 1 MCF 1/06/88 
115 WIW 
116 Producing 11 BO / 54 BW / 1 MCF 1/02/88 
117 WIW 
118 Producing 4 BO / 24 BW / 1 MCF 1/13/88 
119 WIW 
120 WIW 
121 Producing 2 BO / 3 BW / 1 MCF 1/13/88 
122 Producing 1 BO / 3 BW / 1 MCF 1/19/88 
123 WIW 
124 Producing 2 BO / 7 BW / 1 MCF 1/12/88 
125 WIW 
126 WIW 
127 P&A 
128 WIW 
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W. B . H o p k i n s 
DISTRICT MANAGER 

J . A . H o r d 
DISTRICT E X P L O R A T I O N 

MANAGER 

J . L . P i k e 
DISTRICT P R O D U C T I O N 
MANAGER 

H . E . B r a u n i g , J r . 
D ISTR ICT P R O D U C T I O N 
MANAGER 

M . B . M o s e l e y 
DISTRICT S E R V I C E S M A N * 

E X P L O R A T I O N A N D P R O D U C T I O N D E P A R T M E N T 

M I D L A N D D I S T R I C T 

October 19, 1971 

? £ C £ / y £ 

P. O . D r a w e r I I 5 0 
M i d l a n d , T e x a s 7 9 7 0 1 

Comal8sloner of Public Lands 
State of New Mexico 
P. 0. Box 1148 
Santa Fe, Hew Ifexico 37501 

Oil Conservation Commission 
State of New Mexico 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

D 

Gentlemen: 
Re Stuart Langlie Mattix Unit 

Lea County, New Ifexico 

This is notice that Secondary Phase operation of the 
subject unit became effective October 1, 1971. A l l interested 
parties w i l l be advised. 

Yours very t r u l y , 

ORIGINAL SIGNED BY 
H. E. BRAUNIG, JR. 

H. £. BRAUNIG, JR. 

RH: jb 

bcc: C. D. Borland - Hobbs 
H. L. Skeans - Houston 

(Gulf) 

A D I V I S I O N O F G U L F O I L C O R P O R A T I O N 



State of New Mexico 

GUYTON B. HAYS 
COMMISSIONER 

P. 0. BOX U48 
SAN1A F E , NEW MEXICO 

Gulf Oil Corporation 
P. 0. Dnvir 

i-i A i ii 0 r- ? i.. 

S7 DEC " AH 8 ia 
1st dtuact Langlla-iUttix 

watarflood uait 
Laa County, Sow Maxioo 

ATTUTXQMl MX* M i l U a * V . Kaat lor 

QCXltXMMCII 

A t C—Uilwwr •# Public Lands, tola data gives final 
approval to U M oaptlawod wait agroooont, aubjaet to liko 
approval by tha Bait** ftatas Ooologioal fturvoy, and coaplianco 
with tb« provlsioaa aa* forth bolow. 

1. that tho propor inatruoenta of probata regarding 
Traot S aad 5-*, showing tho Losnao* of racord who 
hava ratifta* this ograanitt to bo tho loyal hols* 
•at aiiioaaaatn of ttdbnxmd brilling Coapaay, a Co-
Ĵ B̂Ĥ ĴlBW8fl((l̂ fcMl̂ ^ (̂P(P((jHNW âl €P a> (̂ â  otô 4âaafn̂9Ck̂K m̂BM̂t \\W\ o> ft a) 

Malgla, tho Laaaaas of loaord of tho stato of Mow 

2. Halt tha ratification containing tha original sig-
Mrtjaso of JbjoaoJi Mm Soagrani & Bona, Xnc* fox Traota 
Vo. X and l f aa than* on •Kfclbit *»• of this agrooaont, 
ha aubadttod to tha ftaaaitaaioooy of Public Lands. 

$m that tho filing of tha inatruaonta doneribod above bo 
•aooapllahsrt on oar before January 1, 1966. or tha approval 
of tbio agi sonant wil l baoooo null and void* 
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Oulf o i l Corporation 

Dnceaber 7, 1M7 

Vary truly youra, 

GUYtQM n v 

eoMOifZflHtt or PUBLIC LANDS 

aft 
Sod Bi lberry, Oirootor 
O i l aad daa Oapartaamt 

aBnTYS/eVa 
â̂ 8̂ J D̂̂ â â̂ al̂ ^̂ â aSâ Plô â â da f Hê d^ *̂ Jai(Kpa4â 3*̂ ô  

OCC-ganta Pa, Mow Maxioo 
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I N R E P L Y REFER T O : 

UNITED STATES 
DEPARTMENT OF THE INTERIOR 

G E O L O G I C A L S U R V E Y 

ffrmmr IBS? 
Haaaall, Bav Hoxleo 38201 

CJ 

Jautoary 10, 1968 

Gulf Oil Carooratiaa 
P. 0, Drawar 193ft 
Boavall, lev Masts* iS2Ql 

Gastlaaeet 

four initial alaa ef operatise for the Smart Laacila Matrix 
uait, Lam Cueotj, lev ttaxlee* aas boos apprevad oa this d«t«, 
•abject ta like apeeaoel by tee appropriate State officials. 

Ona approved aaa? af too slam ia enclosed* MAIN 01- FlC 

cc: 
W*8hlnRtcm (w/er. of plan) 
Hobba (w/cy. of plaa) 
Coa. of fab. Lands, SaaXa Fa (ltr. only) 
KMOCC, Saata Fa (ltr. o a l y ) ^ 

Slncarely yoara. 
'SB JAN 12 AM 3 25 

(OR1G. SGD.) CARL C. TRAYWICK 

CARL C. TRAYVICr 
Acting Oil & Gas Supervisor 



2 3 T A T 2 Q3T IHU 

HOI f iHTHI 3 H T 3 0 TH3MTRAR3Q 

YBvnua J A O i s o j o a a 

••• - : -

- ••• -
( •. • . - ' 



State of N e w Mexico 

GUYTON B. HAYS 
COMMISSIONER 

P. 0. BOX 1148 
SANTA FE, NEW MEXICO 

December 8, 1967 

MAIN OFFtC 

Gulf Oil Corporation 
P. o. Drawer 1838 
Roevell, Mew Mettle* 88201 

•at Stuart Langlie-Mattix 
Waterflood Unit, Initial 
Hen of Operation 
Lea County, Saw Mexico 

ACTBMTXQMt Mr. willlaa V. Kaatlar 

Oentleeea < 

The CueMisaloaor of Public Lands has thla date approved 
your Initial flan of Operation for tee captioned unit. 

The Unit Agrieaisnt wee given final approval Deceaber 7, 
19*7, pleaae furnleh aa a copy of tbe Halted States Certificate 
of Detereinatiae ae tnat ee any proceas this unit. 

Ma are oneloaino; one eepy of the Initial Plan of operation 
executed by the Coondaaianer, also official Receipt Mo. H 38158 
in the eeeuat ef Vaejaty (820.00) Dollars which covers the filing 
fee for the Unit Aereeatent. 

Very truly yours, 

JUfTUM B* HAYS 
COMMSBBIOMSB OP PUBLIC LAMBS 

<3aM/*B/BL/s 
encl. 
oct usos-aoswell, Bow Maxioo 

BYt 
Bddie Lopes, Supervisor 
Unit Division 

0GG» Santa Pe, Mew Maxioo 
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L A W D E P A R T M E N T 

B o o t h K e l l o u g h P. O. B o x I Q 3 S 
DIVISIONAL ATTORNEY Kl M O O 0 / - » i 
MIDLAN D, T E X A S R o s w e l l , N . M . S S 2 0 I 

A T T O R N E Y , R O S W E L L 

Wil l iam V. K a s t l e r October 24, 1966 

The Director 
United States Geological Survey 
Department of the Interior 
Washington, 3D. C. 20240 

via 

Mr. John A. Andereon 
Regional Oil * Gas Supervisor 
United States Geological Survey 
P. 0. Box 1857 
Roswell, New Mexico 88201 ^ [)rf 25 

Res Proposed Stuart-Langlie Mattix Unit 
Lea County, New Mexico* 

Gentlemen* 

Gulf Oil Corporation as proposed Unit Operator herewith makes 
application for the designation of a unit area to be known as 
the Stuart-Langlie Mattix Unit consisting of 1,120.36 acres, 
more or leas in Sections 2, %, 10 and 11, a l l in Township 25 
South, Range 37 Seat, Lea County, Mew Mexico. The purpose of 
this unit la to waterflood the Queen formation as the same is 
defined in the enclosed Unit Agreement. The proposed unit 
consists of approximately 360 federal lands, 250 State of 
New Mexico lands and S90 primtely owned lands. 

For the purpose of obtaining your preliminary approval we are 
also enclosing herewith three copies of the proposed Unit 
Agreement which has been patterned after a Gulf operated unit 
previously approved by the Survey. Also enclosed herewith are 
three copies of Gulf 1s Siginaerlng Brief and Feasibility study 
containing cosprehenslve information concerning the costs, 
estimated return, proposed flood pattern, the formula agreed 
upon among the working interest owners and other pertinent 
technical information. 

As you know, thla unit waa previously proposed and discussed 
with vou on March 26, 1966 and on several subsequent occasions. 
The outgrowth of these conferences was your letter requesting 
Gulf and the other operators to consider reducing the remaining 
primary reserve figure of 170,000 barrels. After meetings and 
considerations among thaee operators they were unable to agree 
upon the reduction of this figure for reasons which were most 
fully explained in our Production Manager's, Mr. M. I . Taylor, 

Gulf 





Re: Proposed Stuart~l4U>gll* Mattix Unit 
Lea County, New Mexico 

October 24, I966 
Page 2 

letter to Mr. John A, Andersen dated September 20, 1966f primarily 
because the 170,000 barrel figure waa agreed upon only after nonths 
of negotiations and the parties whose rights would be most impaired 
by the reduction ef this figure simply refused to go along with the 
proposal. 

Under a l l the circumstances we respectfully request that the pro­
posal subatitted here be approved subject to execution of papers 
and that tha 1,120.36 acres be designated as logical unit area. 

Very truly yours, r 

William V. Kastler 

W7K:eji 

Enclosures 
cc: The Commissioner of Public Lands 

for the State of New Mexico 
P. 0. Box 11*8 
Santa Fe, New Mexico 
Attn: Mrs, Marian M. Rhea 

Hew Mexico Oil Conservation Commission 
HIT P. 0. Box 2088 

Santa Pe, Mew Mexico 
Attm Mr. Dan Nutter 
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L A W D E P A R T M E N T 

E d w i n S . H u r s t P . O . B o x 1 9 3 8 

~ D

A ™ ' E Y D e c e m b e r 6 , 1967 ROS«„, N. M . a 8 2 0 , 
ATTORNEY, R05WELI-

W i l l i a m V . K a s t e r 

The Coram18stoner of Public Lends 
for the State of Hew Mexico 

P. 0. Box 1143 
Santa Fa, Hew Mexico 37501 

Attention: Mr. Eddie Lopez, Supervisor 
Unit Division 

Re: Stuart Langlie Mattix Unit 
Changed Well Designation. 

Gentlemen: 

Pursuant to your request by telephone conversation on December 6, 
1967, I am attaching hereto Gulf 8 Well Designation which re­
numbers all wells in the Stuart Langlie Mattix Unit. Original 
copies of this enclosure are being furnished to the Hobbs District 
Office of the Hew Mexico Oil Conservation Commission on Form C-104, 
and at the time that this is furnished *o that office you will 
probably receive a duplicate copy thereof as well. I trust this 
redesignation schedule Is sufficiently self-explanatory but i f 
you have any further questions please do not hesitate to ask. 

Very truly yours, ry cruiy yours, / 

William V. Kastler 

WVK:eji 

Enclosure M A11 I' i U i'. 

cc: Hew Mexico Oil Conservation Commission 
P. 0. Box 2088 
Santa Fe, Hew Mexico 37501 
Attn: Mr. J. E. Kapteina 

•57 DEC 8
 AH 8 is 
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GOVERNOR 
DAVID F. CARGO 

CHAIRMAN 

jfctaie of ^tfo t&tx'xtt* 

<§tl (Honscreation Commission 

LAND COMMISSIONER 
GUYTON B. HAYS 

MEMBER 

STATE GEOLOGIST 
A. L. PORTER, JR. 

SECRETARY - DIRECTOR 

P. 0. BOX 2068 
SANTA F E 

November 15, 1967 

Mr. B i l l Meatier 
Gulf Oil Corporation 
Post Offico Box 1938 
Roswell, Mew Mexico 88210 

Re: Case No.__ 
Order No. 

3682 
'3683) 

R-3343 & R-3344 
Applicant: 

GULF OIL CORPORATION 

Dear Sir: 

Enclosed herewith are two copies of the above-refereneed Com­
mission order recently entered i n the subject case. 

Very t r u l y yours, 

A. L. PORTER, Jr. 
Secretary-Director 

ALP/ir 

Carbon copy of Order also sent to: 

Hobbs OCC * 
Artesia OCC 
Aztec OCC 
Other R-3344 to Unit Division - State Land Office 



G e o r g e L . Buckles C o m p a n i j 
O I L P R O D U C T I O N 

C O N S U L T A N T S - O P E R A T O R S 

o. BOX 56 M o n a L n s , Texas 79756 PHONE 943-2755 

October 31, 1967 

New Mexico Oil Conservation Commission 
P. O. Box 2088 
Santa Fe, New Mexico 87501 

Re: Case Numbers 3683 
and 3684 "~ 

Gentlemen: 

It is our understanding that the Commission is holding a hearing 
on November 8, 1967 to consider Gulf Oil Corporation's applica­
tion to conduct a waterflood development on their Stuart Unit in 
the langlie-Mattix Field of lea County, New Mexico. 

As an offset operator, we have no objection to Gulf's application. 
We plan to cooperate with Gulf in this development and w i l l 
request a hearing for our own waterflood application as soon as 
current engineering studies are completed. 

Yours very truly, 

George L . Buckles 

GLB/b [joy 

cc - Gulf Oil Corporation 
Roswell, New Mexico 
Attention: Mr. Lonnie Smith 



ijz of ISJevv A4exico 

»mmisstoner ci lublic 
UYION B. HAYS 
COMMISSIONER 

P. 0. BOX 1148 
SANTA FE, NEW MEXICO 

November 13, 1967 

Gulf O i l Corporation 
P. O. Drawer 1938 
Roswell, New Mexico 88201 

Re: Proposed Stuart Langlie-
Mattix Waterflood Unit 
Lea County, New Mexico 

ATTENTION: Mr. William V. Kastler 

Gentlemen: 

We wish to, advise you that a f t e r c a r e f u l l y reviewing 
your Proposed Stuart Langlie-Mattix Waterflood Uniti* Lea 
County, New Mexico, the Commissioner of Public Lands finds 
i t acceptable and approves i t as t o form and content as of 
t h i s date. 

The United States Geological Survey approved i t by t h e i r 
l e t t e r . o f designation dated December 16, 1966. 

As per your request, we are handing Mr. Daniel S. Nutter a 
copy"of t h i s l e t t e r of approval. 

Very t r u l y yours, 

GUYTON B. HAYS 
COMMISSIONER OF PUBLIC LANDS 

Ted B i l b e r r y , DirWfeor 
O i l and Gas Department GBH/TB/EL/s 

cc: USGS-Roswell, New Mexico 

Mr. Daniel S. Nutter 
New Mexico O i l Conservation 
Commission 
Santa Fe, New Mexico 



OIL CONSERVATION COMMISSION 
P. O. BOX 2 0 8 8 

SANTA FE, NEW MEXICO 87501 

HO-

•Wpteaber 23, 1966 

Gulf O i l Cevporatiea - 0. S. 
p. o. Brewer iti8 

lU, Wm Mexico 88301 

Attentioni Mar. William v. Kaetler 

Mei Aeviaed initial Flan 
of Oporatlon - Stuart 
Lanflio Mattix Unit, 
Lea County, Mow Maxioo 

Thla ia to advise that tho Maw Maxico Oil Conservation 
Coaamiseioa as* thla dato approved tho neviaed initial 
Plan of Operation for the Stuart Langlie Mattix Unit, 
Lea County* Mew Mexieo, subject to like approval by the 
United States ooologlcal Survey and tha Ceanmleeiener of 
Public Landa ef the State of Mew Mexieo. 

One approved copy of the plan ia returned herewith. 

Very truly youra, 

A. L. PORTSR, Jr. 

ALP/JMK/og 
eet United Statea Geological Survey - Roswell 

Cn—taaloner of Public Laada - Santa Pe 
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IN REPLY 

UNITED STATES 
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEY 
tamer t*S? 

l a i w U . mm Malco 8*201 

13, ifet 

7. 9. IMMT IMS 
toaBWll, Mi Wmmm 99001 
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Stale of New Mexico 

8V jfcĵ rf*Ŝ iaLJBas|ŝ ""̂ ^̂ ^̂ ifâ ĵ4̂  

Commissioner of lublic Lands 
GUYTON B. HAYS 
COMMISSIONER 

P. 0. BOX 1148 
SANTA FE, NEW MEXICO 

8optss)bsr 18, 1988 

Gulf oil Corporation 
F. o. Brewer 1918 
Ro avail* Mav Meatieo 88201 

Rei Stuart Langlia Mattix Unit 
Raviaod Initial Flan of 
Oporation 
Laa County, Mow Maxioo 

AflaMTlOMt Mr. Willie* V. Kaatlar 

Gentlemen* 

fne CoaMtieaicner of Public Landa aaa thla data approved 
year Revleed Initial Plan of Oporation fav the Stuart Langlie 
Mattix Wait, le* Ceasrey, Mev Mexico, tain approval la aubject 
to like aayrevel ay the united Statea Oeologieel Survey. 

Me are retaininf both copies for our files and encloaing 
a Xerox copy ef the approve 1• 

Very truly yours, 

GOYTOK 8. MaYS 
COMMZMIOMSR OF PUBLIC IAMBS 

BY* 
Ted Bilberry, Director 
Oil and Sea Bepertawnt \'F(» 

GSB/tB/a 
end. 
ect USGS'Boswall, Bew Mexico 

8496- Santa Fe, Mew Mexico 
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L A W D E P A R T M E N T ^ : 

Edwin S. Hurst 
DIVISIONAL ATTORNEY 

MIDLAND. TEXAS 

September 11, 196J£ P. O. B o x 1 9 3 8 
R o s w e l l . N. M. 8 8 2 0 1 

A T T O R N E Y . R O S W E L L 

W i l l i a m V. K a s t l e r 

O i l Conservation Commission 
for the State of New Mexico 

P. 0. Box 2088 
Santa Fe, New Mexico 87501 

Atte n t i o n : Mr. James E. Kapteina 

Gentlemen: 

Please f i n d attached two copies of Gulf's Revised I n i t i a l Plan 
of Operation for the Stuart Langlie Mattix Unit which became ef­
fec t i v e January 1, 1968. The rev i s i o n was made pri m a r i l y to pro­
tect the un i t i z e d interests as a r e s u l t of Mr. George Buckles 
location of his l i n e i n j e c t i o n wells w i t h i n 100 feet of the u n i t 
boundary i n Section 3, Township 25 South, Range 37 East. 

The New Mexico O i l Conservation Commission has approved the amend­
ment to the project i n i t s Order No. R-3345-C dated September 9, 

I f you f i n d the Revised I n i t i a l Plan of Operation i n order for 
approval, I would appreciate your having one copy returned to us 
duly executed to evidence your approval. 

1968. 

Very t r u l y yours 

William V. Kastler 

WVK:eji 

Enclosures 

A D I V I S I O N O F G U L F O I L C O R P O R A T I O N 



®Q0Q{F © a l l CS®LXfQ[pC^DD^ = Cy]oSo/ 
E X P L O R A T I O N A N D P R O D U C T I O N D E P A R T M E N T 

R O S W E L L D I S T R I C T 
T. W . K i d d P O - D r a w e r 1 9 3 8 

DISTRICT MANAGER S C p t C I H b S l ? H 1 9 6 8 Roswe l l , . N e w M e x i c o S B 2 0 1 

DISTRICT PRODUCTION 

MANAGER 

P. E. W y c h e 
DISTRICT EXPLORATION 

MANAGER 

H. A . R a n k i n 
DISTRICT SERVICES MANAGER 

The Oil and Gas Supervisor 
United States Geological Survey-
Post Office Box 1857 
Roswell, New Mexico 88201 

Commissioner of Public Lands 
State of New Mexico 
Post Office Box llkQ 
Santa Fe, New Mexico 875OI 

Oil Conservation Commission 
State of New Mexico 
Post Office Box 2088 
Santa Fe, New Mexico 87501 

Re: Revised I n i t i a l Plan of Operation 
Stuart Langlie Mattix Unit 
Lea County, New Mexico 

Gentlemen: 

This revision of the I n i t i a l Plan of Operation i s submitted i n 
accordance with Section 11 of the Stuart Langlie Mattix Unit Agreement. 

The I n i t i a l Plan of Operation originally submitted December 1, 
1967 w i l l change as outlined i n the attached Application for Amendment to 
Order No. R~33̂ 5> which was approved "by O.C.C. Order No. R-33**5-C (also 
attached) on September 9, 196*8. This revision adds four new line injection 
wells and adjusts the previously approved waterflood injection pattern to 
incorporate these new wells. 

The Unit waterflood injection pattern w i l l remain essentially an 
80-acre five-spot pattern as shown i n Figure I I I . The number of Unit wells 
w i l l be increased to 28 with lh wells u t i l i z e d for injection purposes. 

Figure V I I i s a "typical" completion detail as proposed for the 
four new injection wells. 

V I S I O N O F G U L F O I L C O R P O R A T I O N 



United States Geological Survey 
Commissioner of Public Lands 
Oil Conservation Commission - 2 ~ September 11, 1968 

The proposed changes i n Plan 
an unbalanced "push" of o i l across the 
attain maximum "sweep" within the Unit 

of Operation are designed to prevent 
Unit boundaries and at the same time 
Area. 

Respectfully submitted, 

GULF OIL COMPANY - U.S. 
A DIVISION OF GULF OIL CORPORATION 
UNIT OPERATOR 

Date 

APPROVED IN COUNTERPART: 

Date_ 
Oil and Gas Supervisor 

United States Geological Survey 
Roswell, New Mexico 

Date_ 
Commissioner of Public Lands 
for the State of New Mexico 

New Mexico Oil Conservation Ccmmifssion 
Date /yy- £ J<?&f 

Attachments 
LCS:ers 
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E X P L O R A T I O N A N D P R O D U C T I O N D E P A R T M E N T — U . S . O P E R A T I O N S 

R O S W E L L D I S T R I C T 
T . W . K i d d p . O. D r a w e r 1 9 3 3 

R o s w e l l , N e w M e x i c o 8 8 2 0 1 DISTRICT MANAGER 

M . I. T a y l o r 
DISTRICT PRODUCTION 

MANAGER 

F. O. M o r t i o c k 
DISTRICT EXPLORATION 

MANAGER 

H. A . R a n k i n 
DISTRICT SERVICES MANAGER 

Jane 18, 1963 

Secretary Director 
Oil Conservation Cammiseion 
State of Nev Mexico 
Post Office Box 2038 
Santa Fe, New Mexico 87?01 

Dear Sir; 

Re: Application of Gulf Oil Ccmpany-U»S. for an 
Amendment to Order No. R-3345, for the 
Stuart Langlie Mattix Unit Waterflood Project, 
Lea County, New Mexico 

Gulf Oil Ccsrpany-U.S., a Division of Gulf Oil Corporation, Operator of the 
Stuart Langlie Mattix Unit In Township 2? Sout!i, Range 37 East, Lea County, Neir Mexico, 
desires to d r i l l and complete four Line 'Injection Wells along the Unit "border and 
adjust t^e waterflood injection pattern ss previously approved. Gulf requests that 
Order Uo. a s corrected t y R-33̂ 5-A and amended t y R-33^5-B, he further amended 
for the aforementioned purpose and i a support of tMs application states the following: 

( l ) Four new wells w i l l "be d r i l l e d and completed for the injection of water into the 
Queen and Lower 100 feet of the Seven Rivers formations. The proposed locations 
of these wells, a l l i a Section 10, I-25~S, R-37-E, are sfcowca on the attached plat. 

(a) Well Ko. 325, 100" FSL & I65C FWL, X t l t C 
(b) Well 3Sfo. 15:6, 100« FL3L & 60O' FEL, Uait A 
(c) Well No. 127, 100» FWL & 1315' FSL, Unit D 
(d) Well No. 1£S, 100» TEL & 1-20' FSL, Unit I 

(2) Ihe addition of these four new wells w i l l increase the t o t a l number of Unit wells 
frcm 2'+ t o 28. 

(3) Five of the twelve injection wells originally approved for this waterflood project 
w i l l be used as producing wells. These veils are: 

Operator - Lease 

Gulf J, A. Stuart 
Gulf J. A. Stuart 
Richmond D r i l l i n g State "A" 
Sinclair 0,iG F. Stuart "B" 
Union Texas Stuart "B" 

5 
7 
2 
2 
4 

Loeation 

Unit A, 
Unit C, 
Unit M, 

Unit C, 

Section 10 
Section 10 
Section 2 
Section 10 
Section 11 

Unit 
Well No. 

311 
113 
106 
121 
109 



- Secretary Director 
Oil Conservation Commission - 2 - June 18, 1968 

(5) 

(6) 

(7) 

(8) 

Three.of the twelve producing wells originally approved w i l l he converted to 
injection wells. These wells are: 

Operator - Lease 

Richmond Drilling State "A" 
Skelly Oil State "L" 
Union Texas Stuart "33" 

WellJTo. 

3 
2 
5 

Location 

Unit N, Section 2 
Unit F, Section 2 
Unit F, Section 11 

Unit 
WellNo. 

107 
103 
120 

These revisions w i l l provide the Unit vith 1^ injection wells and l^ producing wells. 

Applicant plans to inject up to 500 BWPD into the Seven Rivers (Lower 100*) and 
Queen formations in the approximate interval 3,100' to 3,500'. 

Injection water w i l l he saline water frcm the San Andres formation found in the 
Unit Area at approximately ^,500 feat. 

A Line WeU Agreement has been tentatively agreed to by the offset operator and 
Gulf anticipates no other changes in the planned operation of this waterflood 
project. 

(9) The following items are enclosed with this Application: 

(a) A Stuart Langlie Mattix Plat showing the revised injection pattern, the fo;.r 
new line injection wells and the proposed line injection wells of the offsob 
operator (Figure I U , Revised Exhibit No* 1-D, Revised May, 1$6S), 

(b) A Diagramatic Sketch (Figure VII) typical of the four proposed new line 
injection wells (Nos. 125, 12o, 127 & 128) d r i l l i n g , completion and casing 
program. 

(c) Diagrammatic Sketches (Figures VUI, IX & X) of the three new injection wells 
(Nos. 103, 107 Ss 120) showing the completion intervals and casing programs. 

(10) A copy of the well log from the only Unit well that has been logged (Unit Well 
No. 122) wa3 submitted with the original application for this waterflood project. 

Yours very truly, 

GULF OIL COMPANY-U.S. 
A DIVISION OF GULF OIL CORPORATION 

Enclosures 
LCS:ers 

cc: New Mexico Oil Conservation Commission 
Post Office Box I98O 
Hobbs, New Mexico 882^0 

Commissioner of Public Lands 
State of New Mexico 
Post Office Box UhQ 
Santa Fe, New Mexico 87501 

M. I . Taylo: 

U. S. Department of the Interior 
Geological Survey 
Post Office Box 1857 
Roswell, New Mexico 

George L. Buckles Ccnpany 
Post Office Box 56 
Monahans, Texas 7975̂ > 



FIGURE nO. I l l 
REVISED WATERFLOOD PATTERN 
STUART LAilGLIE MATTIX UlilT 
LEA COUNTY, NEW MEXICO 

- LEGEND -
/ / / / / / Unit Boundary 
F" 1 Unqualifying Tract 

• Langlie Matt ix Pool V. e l l 

v ."alnat Pocl Gas Well 

* Lancl ie Ma:tlx - Jal:. a t G a s Dual 

? 
•lUStis Fool Cos Well 

Unit Ihje.ct ion'Lei 1 

® Duckies' Injecti o n V, t 11 

m i t Well to be D r i l l cd fo r In jec t ion 

& Buck! es ' We.11 to be E3 r i l l e d for In ject 

GULF GIL C0KPG?ATI0i; ROSWELL DISTRICT CASE BO, 3803 
' - " " i c j ' a :v;r; ; T • .r. :_n 





FIGURE VIII 
DIAGRAMMATIC SKETCH 

PROPOSED INJECTION WELL NO. 107 

STUART LANGLIE MATTIX UNIT 
LEA COUNTY, NEW MEXICO 

RICHMOND DRILLING'COMPANY 
STATE "A" WELL NO. 3 

LOCATED UNIT N, SEC. 2-25S-37E 

13" OD Csg. Set. 0 175 

8-5/8" OD Csq, Set @ 725 

2-3/8" OD, 4.7# EUE 8 Rt 
J-55 Tubing, Plastic 

Coated Internally 

7" OD Csg. Set 0 3263 

Open Hole 

TD 3380! 

Cemented with 50 Sx. 
Cmt. Top Unknown 

Cemented vn'th 100 Sx. 
Cmt. Top Unknown 

Tubing-Casing Annulus Will Be 
Filled w/Inhibited Water 

Tension Type Packer To Be Set 
Within 100' of O.H. 

Cemented with 125 Sx. 
Cmt. Top Unknown 

Langlie Mattix Oil Zone 

CASE NO. 3803 
EXHIBIT NO. " T~ir 



FIGURE IX 
DIAGRAMMATIC SKETCH 

.PROPOSED INJECTION WELL MO. 103 

STUART LANGLIE MATTIX UNIT 
LEA COUNTY, NEW MEXICO 

SKELLY OIL COMPANY 
STATE "L" WELL NO. 2 

LOCATED UNIT F, SEC. 2-25S-37E 

16" OD Csg. Set 0 116' ^ 

8-5/8" OD Csg. Set 0 1294' 

2-3/8" OD, 4.7# EUE 8 Rt, 
J-55 Tubing, Plastic 

Coated Internally 

7" OD Csg. Set 0 3276' 

Open Hole 

Cemented with 100 Sx. Cmt. 
Circulated to Surface 

Cemented with 50 Sx. Cmt. 
Calculated Cement Top 885' 

Jubing-Casing Annulus Will Be 
Filled w/Inhibited Water 

"Tension Type Packer To Be Set 
Within 100' of O.H. 

Cemented with 250 Sx. Cmt. 
Calculated Cement-Top 928' 

Langlie Mattix Oil Zone 

TD 3421 
CASE NO. 

EXHIBIT NO. 
3803 
1-L 



FIGURE X 
DIAGRAMMATIC SKETCH 

PROPOSED INJECTION WELL NO. 120 

STUART LANGLIE MATTIX UNIT 
LEA COUNTY, NEW MEXICO 

UNION TEXAS PETROLEUM 
STUART WELL NO. 5 

.LOCATED UNIT F, SEC. 11-25S-37E 

13" OD Csg. Set @ 316' 

9-5/8" OD Csg. Set 0 1000' 

2-3/8" OD, 4.7# EUE 8 Rt 
J-55 Tubing, Plastic 

Coated Internally 

7" OD Csg. Set 0 3316' 

Open Hole 

Cemented with 200 Sx. 
_\,.Cmt. Top Unknown 

Cemented with 500 Sx, 
Cmt. Top Unknown 

.Tubing-Casing Annulus Will Be 
Filled w/Inhibited Water 

Tension Type Packer To be Set 
Within 100' of O.H. 

Cemented with 300 Sx. 
Cmt. Top Unknown 

Langlie Mattix Oil Zone 

TD 3430 
CASE NO. 

EXHIBIT NO. 
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G O V E R N O R 
D A V I D F. CARGO 

C H A I R M A N 

ii! ^mzztteni'm €tmmhrMn 

L A N D CCV.MiSSION E! 
G 'JVTON B. HAYS 

M E M B E R 
P. O. BOX 2033 

SANTA FE 

September 9, 1968 Vv 

< / , \ S T A T E GEOLOGIST 
A. L . P O R T E R , JR. 

^ S E C R E T A R Y - D IRECTOR 

Mr. B i l l Kastler 
Gulf O i l Corporation 
Post Office Box 1938 
Roswell, New Mexico 83201 

Re: Case No. 3803 

Order No. R-3345-C 

Applicant: 

Gulf O i l Corporation 

Dear S i r : 

Enclosed herewith i s a copy of the above-referenced Commission 
order recently entered i n the subject case. L e t t e r pertaining 
to conditions of approval and maximum allowable to follow. 

Very t r u l y yours, 

A. L. PORTER, J r . 
Secretary-Director 

ALP/ir 

'Carbon copy of order also sent to: 

Hobbs OCC x 
Artesia OCC 
Aztec OCC 
St cite Engineer_x__ 

Other 



BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE 0? NEW MEXICO 

IN THE MATTER OF THS HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION 0? NEW MEXICO FOR 
THE PURPOSE OF CONSIDERING: 

CASE No. 3803 
Order No. R-3345-C 

APPLICATION OF GULF OIL CORPORATION 
FOR AN AMENDMENT TO ORDER NO. R-3345, 
LEA COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on f o r hearing a t 9 a.m. on August 7, 1968, 
at Santa Fe, New Mexico, before Examiner-Elvis A. Utz. 

NOW; on t h i s . 9th day of September, 1968, the Commission, 
a quorum being present, having considered the testimony, the recon 
and the recommendations of the Examiner, and being f u l l y advised 
i n the premises, 

FINDS: 

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

(2) That Order No. R-3345, as corrected by No. R-3345-A and 
amended by No. R-3345-B, authorized the applicant, Gulf O i l Corpo­
r a t i o n , t o i n s t i t u t e the Gulf Stuart Langlie M a t t i x Waterflood 
Project i n the Stuart Langlie Mattix U n i t Area, Langlie-Mattix 
Pool, by the i n j e c t i o n of water i n t o the Seven Rivers and Queen 
formations, Lea County, New Mexico,. 

(3) That the applicant, Gulf O i l Corporation, now seeks 
amendment of Order No. R-3345, as corrected by No. R-3345-A and 
amended by No. R-3345-3, to delete the following-described water 
i n j e c t i o n wells i n Township 2 5 South, Range 37 East, NMPM, Lea 
Countv, New Mexico, previously authorized t h e r e i n : 
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LEASE' WELL NO. UNIT SECTION 

| Richmond State "A" 2 M 2 
\ Gulf Stuart 5 A 10 
| \ • Gulf Stuart 7 C 10 

. S i n c l a i r . Stuart "B" 2 I 10 
Union Texas Stuart "B" 4 C 11 

ana t o authorize f o r v;ater i n j e c t i o n four new wells t o be d r i l l e d 
a t the f o l l o w i n g unorthodox locations i n Section IO., Township 25 
South, Range 37 East, NMPM, Lea County, New Mexico: 

A w e l l 100 feet from the North l i n e and 1650 feet from 
the West l i n e ; 

A w e l l 100 fe e t from the North l i n e and 660 feet from 
the East l i n e ; 

A w e l l 1315 feet from tha North l i n e and 100 fe e t from 
the West l i n e ; and 

A w e l l 1420 f e e t from the South l i n e and 100 feet from 
the East l i n e ; 

and the conversion t o water i n j e c t i o n of three a d d i t i o n a l wells 
located i n said Township and Range as fo l l o w s : 

Richmond D r i l l i n g State "A" Well No. 3, located i n 
Unit N of Section 2; 

Skelly O i l State "L" Well No. 2, located i n Unit F 
of Section 2; and 

Union Texas Stuart "B" Well No. 5, located i n Unit F 
_ of Section 11. 

; (4) That approval of the subject a p p l i c a t i o n w i l l not 
v i o l a t e c o r r e l a t i v e r i g h t s and should increase the e f f i c i e n c y 
of the Gulf Stuart Langlie Mattix Waterflood Project and r e s u l t 
i n greater u l t i m a t e recovery of o i l , thereby preventing waste. 

IT IS THEREFORE ORDERED: 

(1) That Order No. R-3345, as corrected by No. R-3345-A and 
amended by No. R-3345-B, i s hereby amended by de l e t i n g from the 
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water i n j e c t i o n wells authorised therein the following-described 
wells i n Township,.25 South, Range 37 East, NMPM,, Lea County, New 
Mexico: 

LEASE WELL NO. UNIT SECTION 

.Richmond State "A" 
Gulf-Stuart 
Gulf Stuart-
S i n c l a i r Stuart "B" 
Union Texas Stuart "3" 

2 M 2 
5 A 10 
7 C 10 
2 I IO1 

4 C 11 

and s u b s t i t u t i n g i n l i e u thereof as water i n j e c t i o n v/ells the 
following-described wells to be d r i l l e d at unorthodox locations 
i n said Township and Range: 

A w e l l 100 feet from the North l i n e and 1650 feet from 
the West l i n e ; 

A w e l l 100 feet from the North l i n e and 650 feet from 
the East l i n e ; 

A w e l l 1315 fe e t from the North l i n e and 100 feet from 
the West l i n e ; and 

A w e l l 1420 feet from the South l i n e and 100 feet from 
the East l i n e ; 

and the a d d i t i o n of the f o l l o w i n g three wells to be converted to 
water i n j e c t i o n located i n said Township and Range: 

Richmond D r i l l i n g State "A" Well No. 3, located i n 
Unit N of Section 2; 

Skelly O i l State "L" Well No. 2, located i n Unit F 
of Section 2; and 

Union Texas Stuart "B" Weil No. 5, located i n Unit F 
of Section 11. 

(2) That j u r i s d i c t i o n of t h i s causa i s retained for the 
entry of such f u r t h e r orders as the Commission may deem necessary, 
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DONE at Santa Fe, Nev; Mexico, on the day.and year hereinabove 
designated. 

STATE OF NSW MEXICO 

OIL CONSERVATION COMMISSION 

DAVID F. CARGO, Chairman 

GUYTON B. RAYS, Member 

A. L. PORTER, J r . , Member & Secretary 

e s r / 


