
Union Oil and Gas Division: Central Region 

Union Oil Company of California 
500 North Marienfeld, Midland, Texas 79701 
Telephone (915) 682-9731 

dland District August 2 , 1978 

Gentlemen: 

Lciyuiici Deep u n i t 
Lea County, New Mexico 

This w i l l confirm my recent telephone conversation w i t h you 
wi t h reference to the captioned u n i t and my l e t t e r dated June 1, 
1978. 

This i s to advise that my l e t t e r , dated June 1, 1978, should be 
amended as follows: Under the fo u r t h paragraph, l a s t l i n e , that 
reads, "We are not submitting R a t i f i c a t i o n and Joinders executed 
by the fo l l o w i n g : . . . " sub-paragraph 5) should be added— 

5) Tract 14. Mark Smith and wi f e , Annie Lora Smith; 
Kenneth Mark Smith & wife Patsy Lou Smith; William C. 
Smith & w i f e , Nancy Jean Smith; Lora N e l l Glenn & husband, 
William J e f f Glenn, owners of a 18.75% ro y a l t y i n t e r e s t 
are not being requested to commit to the Unit Agreement. 
Union i s committing t h i s i n t e r e s t to the Unit Agreement 
by v i r t u e of the language contained i n paragraph 5 cf our 
lease. Copy of lease, recorded i n Book 304, Page 260, 
Lea Countv. New Mftxi.rn record. attached for your consider­
ati o n . 
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Thank you f o r your help and consideration i n t h i s matter. 

Very t r u l y yours, 

UNION OIL COMPANY OF CALIFORNIA 

Robert V. Lockhart 
D i s t r i c t Land Manager 

Encl. 

hhg 

cc: |/State of New Mexico 
O i l Conservation Commission 
P. O. Box 1148 
Santa Fe, New Mexico 87501 

At t e n t i o n : Mr. Joe D. Ramey 

State cf New Mexico - ..... 
Commissioner of Public Lands 
P. 0. Box 1148 
Santa Fe, New Mexico 87501 

At t e n t i o n : Mr. Ray D. Graham 
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OIL Cr GAS LEASE 
THIS ACREEMENT m*dr thi* 4 t h 0 , y o f June ,,7_7_ _ Ulw«-n Mark S m i t j i 

and Ann ie Lora S m i t h , h i s w i f e ; Kenneth Mark Smith and Patsy Lou Smi th , h i s 

w i f e ; W i l l i a m C. Smi th and Nancy Jean S mi th , h i s w i f e ; Lora N e l l Glenn and_ 

W i l l i a m J e f f Glenn, her husband. o f L o v i n g t o n , New Mex j co 
l l ' o s t O f f i c e Ac)dr<fsl 

l«<s»e: fcerein e a l l t d lessor I w h e t h r r one or m o r e l a n d 

TJNTON OTT. COMpaNY OF CALIFORNIA 
1 . Lessor, in considerat ion of T E N A N D O T H K R D O L L A R ? in hand paid. r*»re:pt of which is here arKnnwiedged. a n r of the royalt ies herein p~ovid*»d j , n d 

c f the t p w m f n l * of the i^se*- h-, r e i r conta ined, hr tehy gran!* . *eas**s and 1t*u* exclusively un to iesse* fo r the purpose of invesugat ; t .g . exp lo r i ng . prusp»-ct ;ng, 
d r i l l i n g , and opera t ing f o r and producing o i l and gas, i n j e c t i n g ens, waters. other f lu ids , and air in to subsurface s t ra ta , l ay ing pipe lines, s to r ing o i l . bu i ld ing 
t ank* , roadways. telephone lines, and other s t ruc tures and th ings thereon to produce. t a v « , lake care o f . t rea t , process, store and t ranspor t t a i d miner ate, the 
f o l l o w i n g described l and i n L e a ^ " " ^ T i N e w Mexico, t o - w j t : 

Township 19 South , Range 33 E a s t , N .M.P .M. 

S e c t i o n : 25 SW/4 

F o r the purpose o f c a l cu l a t i ng the r e n t a l payments he re ina f t e r provided f o r , *a id l and is est imated to mmj \ r}*» 1 6 0 • 0 0 a < . ^ whether i * actusJ-'v 
comprises more o r less. / D e c e m b e r 2 0 , 1 9 7 

2 . Subject t o the other provisions herein conta ined, th i s .ease ?hall r ema in in force fo r a t e r m o f J years f r o m t X . K a £ t / .called " p r i m a r y t e r m " ) , and 
aa l o n g the rea f t e r as oi.' or pas, is produced f r o m said land or land w i t h wh ich said iand is pooled, 

3. T h e royal t ies to be paid by lessee a r e : i a t on o i i . and on other l i qu id hydrocarbons saved at the wel ! . O f X D of t ha t produced and saved f r o m said land, 
l i m e t o be del ivered a: i he wells or to the c red i t o f lessor i n the pipe l ine to wh ich the wells may be connected; *b) on gas. i nc lud ing casinghead pas and a.'J gas-
tous substances, produced t x p m ^-sja iand and sold or used o f f the premises or in the m a n u f a c t u r e of gasoline or other p roduc i - i t he re f rom, t h * marke t value at 
t he m o u t h o f the wel l of o / J- O of the pas so sold o r uijed. provided tha t on gas sold at tne welis the roya l ty shall be 3 / -L D of the amount realized f r o m 
auch Sale: lc> and at any t ime wnen this lease is not validated by other provis ions hereof and there is a gas and or condensate wel l on said land, or land pooied 
t h e r e w i t h , but pas and or condensate is not being »o sold o r used find such we l l i t shut i n . e i ther before or a f t e r product ion t h e r e f r o m , then on or before SO days 
a f t e r said we l l is shut i n , and the rea f te r at annua l in te rva ls , lessee may pay or tender an advance annual shut- in roya l t y equal to the amount of delay rentals 
p rov ided f o r in th i s leaae f o r tbe acreage then heid under th is iease by i h e p a r t y m a k i n g such payment o r tender, and so Jong- as said shut - in royahy is pa id or 
tendered this Jetse shail not t e rmina te and it w i l l be considered under a l l clauses hereof t h a t gas is being produced f r o m the leaded premises in pay ing Quantities. 
Bach such payment shal l be paid or tendered to the pa r ty or part ies who at the t i m e of such payment would be ent i t led to receive the royalt ies which would be 
pa id under th is lease i f the we i i were in f a c t p roduc ing , or be paid or tendered to the credit of such pa r ty or part ies in the depositary bank and \r\ the msxaer 
h e r e i n a f t e r provided fo r the payment of ren ta l s . - D S G G I T L D S X ' 2 D f 1 

4 . I f operat ions f o r d r i l l i n g are not commenced on said land or o n land pooled t he rewi th on or before one i l ) year f r o m X > X X « < t y t h i s lease shal l t e rmina te 

an t o bo th par t ies , unless on or before one (1 ) year f r o m this date lersee shal l pay or tender t o the lessor a r en ta l o f 5 1 6 0 * 0 0 wh ich 
aha l l cover the p r iv i l ege o f d e f e r r i n g commencement of such operations f o r a per iod o f twelve (12i months , l n l ike manner and upon l ike payment* or tenders. 
A n n u a l l y , the commencement o f said operations may be f u r t h e r deferred f o r successive periods o f twe lve t l 2 l months each d u r i n g the p r i m a r y t e rm. Payment 

o r t ender may be made t o the les*«r or t o t he c red i t o f the lessor i n the L i b e r t y N a t i o n a l B a n k 

at — L o v i n c t o n , New Mexico w h i c h b a n k o r a n y s u c c w o r t h e r w f > < h t ] ] 

c o n t i n u e t o be the spent f o r the lessor and lessor's heirs and assigns. I f such bank f o r any successor bankt shal i f a i l , l iquidate , or be succeeded by another bank. 
Of f o r any reason shal l f a i l or refuse to accept r en ta i . lessee shail not be held i n defau l t u n t i l t h i r t y <3Gf days a f t e r lessor shall deliver to lessee a recordable 
i n s t r u m e n t m*:* m c prov is ion fo r another acceptable method of payment or tender, and any depository charge is a i i a b i l i t y of the lessor. The payment or tender 
o f r e n t a l ms> be made by check o r c r a f t o f lessee, mailed or delivered to said bank or lessor, or any lessor i f more than one, on or before the ren ta l pay ing 
date . A n y t i m e l y payment or tender oi ren ta l or snut - in roya l t y w-hich is maoe i n a buna, i iue aiLernpi tn<*ke p i ope/ payrnciu , uui w men is t r i u i i t u u s in 
whole or in p a r t as wz par t ies . s~~ur.ts. c r epos ••tone's tha i} nevertntiess be serfs'*!*"* ' ^ y>w««>ni w - m m a t . o n r.i i n is w^-** m tru- «.sm» tn sinner *R m.-icpri a 
p rope r paymen t had be*-r. rr.acc ; provided, however, lesaee shal l correct such error wi th i r . t h i r t y <30 l days a/ ier lessee received w r - t i e n nctice thereof by 
c e r t i f i e d m a i l f r o m lessor together w i t h such ins t ruments as are necessary to enabie lessee t o make proper payment . 

5. Lesset is hereby pranted the r i s h t and power, f r o m t ime t o t ime , to pool or combine this lease, the land covered by i t or any pa r t or h o r i i o n thereof 
w i t h any other l and , lease, leases, mine ra l estates or par ts thereof f o r the pr tn iuct ion of o i l or jras. Un i t s pooled hereunder shal l not exceed the s tandard pro­
r a t i o n u n i t f i x e d by law o r by tho New Mexico O i i Conservat ion Commission or by oth«*r l a w f u l au tho r i t y fo r the pool or area in which said land is s i tuated, plus 
a to lerance o f 10*7,. Lessee shall f i i e w r i t t e n u n i t oVsisnations i n the county m which the premises are located and such unit-s may be tiesier.ai.ed :rorr. t ime to 
t i m e and either before or a f t e r the comple t ion o f wel l s . D r i i l i n p operations on or p roduc t ion f r o m any par t of any such u n i t shall be cor.Mcered f o r a l l pur-
pones, except the payment o f roya l ty , as operat ions conducted upon or product ion f r o m the land described in th is lease. There shall aliocated to the land 
covered by th i s lease included ir. any such u n i t that p o r t i o n of the to t a l p roduc t ion of poo'e-d minera ls f r o m w-^ils ir. the un i t , a f t e r deduct ing any used in lease 
or u n i t operat ions , which the number o f su r face acres i n the land covered by this lease included in the u n i t bears to the to ta l number of surface acr^s i n tne 
v n i l . The p roduc t ion so al located shal l be considered f o r a l l purposes, i n c l u d i n g the payment or del ivery of roya l ty , to be the en t i re product ion of pooled minera ls 
f r o m the p o r t i o n o f said land covered hereby and included i n said u n i t in the same manner as thouph produced f r o m said land undor the terms cf th i s lease. 
A n y Pooled u n i t desicnated by lessee, as provided here in , may be dissolved by lessee by record ing an appropr i a ;* i n s t rumen t in the County where the iand :s si t­
uated] a t any t i m e a f t e r the completion of a d r y hole or tne cessation o f product ion on said u n i t . Lessee is f u r t h e r pranted the r i c n t and power to commi t this 
lease as to a l l or any po r t i on o£ the above described lands or horizons thereof to any u n i t agreement f o r the purpose o f conserving the n a t u r a l resources of anv 
o i l o r jras pool , f i e l d or area covered thereby : provided, such u n i t agreement contains usual and customary provisions f o r the a 11 creation o f o i l and cas produced 
f r o m the ur. i t area and such uni t agreement embraces lands of e i ther the U n i t e d States or State of New Mexico or both, and the f o r m of u n i t arre-em^nt has 
been approved by either the U n i t e d States Geolopicni Survey or Commissioner of Publ ic Lands or both and the New Mexico O i l Conservation Commission, and 
v p o n *uch c o m m i t m e n t t he provisions o f th i s lea^e shall be conformed to the u n i t agreement. 

6* I f p r i o r to the discovery of oi l o r teas hereunder, lessee should d r i l l and abandon a dry hole or holes hereunder, or i f a f t e r discovery of o i l or pas the 
p roduc t i on thereof shouid cease f o r any cause, this lease shal l not t e rmina te i f iessee commences r e w o r k m p or addi t iona l d r i l l i n p operations w i t h i n (JC days 
t h e r e a f t e r and d i l i p e n t l y prosecutes the same, or l i f i t be w i t h i n the p r i m a r y t e r m i commences or resumes the payment or tender of rentals o r commences 
Operations f o r d r i i l i n t ! o r r eworKinp on or before the r en t a l paying: date next ensump a l t e r the exp i ra t ion of three months f r o m date of abanoonmcnt of said 
d r y hole or hoies or tne cessation of p roduc t ion . I f t t the e x p i r a t i o n of the p r i m a r y t e rm o i ! or pas is not. beinp produced but lessee is then encaged in operation? 
f o r d r i i l i n t : or r e w o r k i n g o f t n y we i i . this lease shall remain in fo rce so long as such operations are OihtfenUy prosecuted w i t h no cessation o f more than GO 
consecutive days. I f d u r i n g the d r i l l i n g or r e w o r k i n g of any wel l under this pa rac raph . lessee loses or j u n k s the hole or wel l and a f t e r di l iper . t e f f o r t s m good 
f a i t h i& unable to complete i>a>d operations then w i t h i n 30 days a f t e r the abandonment of said operations lessee may commence another well and dr»il the same 
w i t h due di l igence. I f any d r i l l i n g , add i t iona l d r i l l i n g , or r e w o r k i n g operations hereunder resul t in p roduc t ion , then this lease shall remain i n f u l l force so long 

- thereaf te r as o i l or t a s is produced hereunder. 

7. l>e*»ee shal l have f ree use of o i l , gas and water f r o m said land, except wate r f r o m lessor's welts and tanks, fo r a l l operations hereunder, and the roya l ty 
aha l l be computed a f t e r deduct ing any so used. Lessee shai l have the r i g h t at any t ime c u r i n g or a f t e r the exp i ra t ion of this lease to remove al l o roper ty and 
f i x t u r e s placed by lessee on sa:d land, i n c l u d i n g the r i g h t t o draw and remove a l l casing. When required by lessor, lessee w i l l bury a l l pipe lines cn cu l t iva ted 
lands below o r d i n a r y .plow depth, and no w e l l sha l l be d r i l l e d w i t h i n t w o hundred feet .200 f t . i o f any residence or barn now on said lena w-itbout lessor's con­
sent. Lessor sha l l have t h t pr iv i lege , at his r i sk and expense, of us ing gas f r o m any gas w e l l on said land f o r stoves and inside l ights i n the p r i n c i p a l d w e l l i n g 
the reon , out of any surplus gas net n—-ded f o r operations hereunder. 

8. T h e r i gh t s of ei ther pa r ty hereunder may be *>signed in whole or i n par*, and the provisions hereof shall extend to the heirs, executors, admin i s t r a to r s . 
evcce$«.or»F H^IP-TIR : but no cr.ar.g** or d iv i s ion in the ownership of the land, or in the ownership of or r i g h t to receive rentals?, royalties or payments, however 
accomplished s i ia l i opt-rate t o . en l a rge the obligation*, or d i m i n i s h the r ights o i lessee: ana no such cnange or divis ion shall De Dinaing upon jess.ee Jor any pur­
pose u n t i l 3'J oays a l t e r u^see ha* iweii fur i . ia . iwo by c ^ r r i i ^ t d i r . i i i s t U f̂-.e-:-'? princspa! place j f -."j.-mess w i t h acceptable :m:rLimer.ts or ce r t i f i ed "copies 
thereof c o n s t i t u t i n g the chrtio of t i t l e f r o m the o r i g i n a l iessor. I f any such cnange in ownership occurs th rough the death of the owner, lesse*- may pay or 
tender any rentals , royalt ies or payments to the credit of the drcea.**-d or hi> estate in the der»ofo:ory bank u n t i i such t ime as lessee hs.? been fu rn i shed "with 
evidence sa t i s fac tory u> Wsee as to the persons en t i t l ed to sucn sums. I n the event of an assignment of this leaxe as to a segregated por t ion of sale land, the 
ren ta l s pu-yabie Hereunder shail be appor t ioned as between the several leasehold owners ra tably ftccurding to the surface area of each, and defaul t m ren ta i 
payment by one Khali no t a f fec t the r igh t* o f otner leasehold owners hereunder. A n assignment of tins lease, m whole or m par t , shal l , to the extent of such 
ass ignment , relieve and discnarge !e?.-»^ of any obl igat ions hereunder, and, i f lessee or assignee of part or parts hereof shall f a i l ur make default in the payment 
of the p ropor t iona te par t of th** reniu ls due f r o m such lessee or assignee or f a i l to comply w i t h any other provis ion of the lease, such defau l t .shall no l a f f e c t th i s 
lease i n *o f a r n_s i t covers a par* of said lands upon which lessee or any assignee thereof shall so comply or make such payments. Rentals as u>ed in th is 
p a r a g r a p h *ht.! l aUo include snut - i t i r o y a l t y . 

9. Should lesi^et- be prevented f r o m c o m p l y i n g w i t h any express or i m p h - d covenant o f th is lca*e, or f r o m conduct ing d r i l l i n g or r e w o r k i n g operations here­
under , or f r o m p roducmg o i i or hereunder hy reason of scarci ty or i n a b i l i t y to obta in or use «-uuiprm-nt ur mau-r ia l . or by operation of force majeure or 
bv anv Federnl or s ta t r lhw nr any urder. ru le or regula t ion of governmenta l c u i h o r i t y , then w h i l e so prevented. U-ssee's duty *hal l be susr-ended. and lessee 
• n u l l not be l ia ise for f a i l u r e Lo comply t h e r e w i t h ; and th i s lease shall l*e exter.ded whi le and so lung us IC-AM-* is prevented by any b U C h cause fro*n conduct ing 
d r i l l i n g r e w o r k i n g operations on or f r o m producing o i l or gas hereunder; and the t ime whi le ies-see ia *o prevented shal l not be counted again},', lessee, 
a n y t h i n g i n t h u leaae to Ih? m n i r a r y n o t w i t h s t a n d i n g . 

10. LeiNor hereby war ran t s *r.d agre-s t o defend the t i l l e to *aid land, and arrees tha t lessee, at i t * op t ion , may discharge any tax , mortgaf ie . or other 
l i en upon aaid land, and j n th t •-vent ies-see dues *»o. i l nhall bo «ubiogat '*d to such l u n w i t h the r i gh t to enforce KM me una apply rentals and r o y a l t i e i accruing 
hereunder toward h M i i f y i n v r same. W i t h o u t i m p a i r m e n t o f l-»-pee*s r igh ts under the w a r r a n t y , i f this lea.se mvors a l«-ss interest in the oi l or ga* i n a l l any 
p a r t o f *«•<; l**nd .than t h - en'Jre and undivided fee s imple e*;ale twhether W/*sor'ft interest is herein specified or not ! then tbe royalties, shut- in roya l ty , renta l 
and other payment*, i f any, accruing f r o m any par t as to which thin lease covers lens than auch f u l l inU're^t, «hali be paid only m the p ropor t ion which the 
in te res t there in , i f t n y < covered !>/ this Jr-«*e. Ixars to the whole and undivided" (->• s imple e-*u.!e there in . Should anv o n t or more of th** parties n a m e j above as 
lessors f a i l to execute this lease, i t t ha i ! neverlhelens be b ind ing upon the pa r ty or j iart-e* executing the same. 

J l . L*-M**-C. i U ' h i % *.-ucci**ar*, hi.ira and a l i g n s . *hal l have the r i g h t at any t ime to surrender this leane, in whole or in par t , to lei.*or o r his heir*, sucres-
a o r « , and ai-sign* hy ti-r'iv-.Ting or m x i i i n g a rejeiwe thereof to the i#«**or. c r by p V c i n g a reh-ase t h f i e o f of r**rord in the county in which *aid land U *.'ituaTed-
thereupon ler.-r-e KII i,o reiteved f r « m a l l obl inot ions . expreuhed or impl ied , of this agreement a* to acreage surrendered, and thereafter the rentals and 
s h u U i n roya l ty pa>al»le hereunder shall be reduced i n the p ropor t ion tha t the acri-Agr covered hereby is reduc«-d by ha id release or release*. 

, SEE ATTACKED SIGNATURE RIDER ~ " i -

Executcd the day a n c i y G a r f i r s t above w r i t t e n . 



For the pur r rwe of ca lcu la t ion the r r n t « | p , , . . , , , , , , here inaf ter provided f o r . said land i« estimated 
r o m p r u r t more (tr less. 

ther provisions herein r ( , n , » i n „ i . l h l k j , . , , •hu l l r e m 
il or C M . i , p r o d u c t f r „ m , „ , , ! i , n d „ r „ „ , ) wi th which said land is pooled. 

U- paid hy les„ee . r r : , . , „„ t > i l . . , „ , „ „ „,• , . . , l iquid hydrocarhons saved a; t h r wel l J / ^ g , . r r - i u c « l » n d . . v ^ f r o m , „ , r t , „ „ , , 
t h - wells or to ,he r r ^ ) , . o f , „ . . , . , , „ Mr,.- tc, w h i r h t h e wel l* mav heconnected , h , „„ ,.,,.;„,(,r..- ra-Mnirhead r a . , , . d , „ C „ J 

*ou* substances, produced U f r n + u r t | „nd . n d rold cr u..ed o f f t h r r i r m i f * or in t h r manufac tu re of vaseline or n i h . r , „ , , . ^ r e i r o m . thr- t n . r l , , , , , , „ , . 
the mo. . :h of t h - wel l of i / l b of thr t-aa ..old or u—d. r r , .> , . l - r f , h . t on ca> f o l d at trie wel l* the royal ty shall ,„ 3 / 1 5 „( t h r amount r e a l „ „ ; ( t o m 

auch aa le : i r i and at any i i m r when this I rn .e u. not validated hv «.• h, r provision.-, heieof ano there ts a f a s a n d o r r . , , , ^ , , ^ ' o n s u l d land, or u „ d „ , » , | r t 

t h e r e w i t h , t . - j l gaj, and or condensate „ n o l t - . l M , > 0 ,„|<) or used and such well is- *nul i n . ei ther hefore or a f t e r product,,,,, then on or before <„, 
a f t e r t a i d we l l is shut i n . and thereaf te r at anr.ual in te rva ls . lestee mav i.a> or tenner a r advance annual Fhut-in royal ty 1 ( i , h ( . , m o u n t of d<!ay rentala 
p rov ided f o r in this lea.«e f o r the ar rearc ther. held under this Ira*.- hv t)v- pa r tv rr.akinir such payment or lender, and u | , „ > t u t H i l j s h u t - m royal ty i» paid or 
tendered this lea>e shall not te rminate and it w i l l 1* considered u n d e r ' a i l r l au s f - hereof that irat ir heme pr..duced f r o m the l , . ^ , . d r , , r m , « e s in P»>'in* ouanu t i e , . 
Each auch payment shal l Ir- paid in tendered lo the pa r ty or parlies who a: the t ime of such payment would oe en t i t l ed to t « „ „ , | „ . r r ysllies which would be 
pa id under t h i * lease i f the wel l were in f a r t p roduc ins . or he paid or tendered to the credit of auch pa r ty or parl ies in the deponu-ry hank and \n the mtr tper 
he r e ina f t e r provided fo r the payment of renta ls . t ) Q C B T \ D ^ ^ - U , 1 

4. I f opera t ion* f o r d r i l l i n g are n o l commenced on aaid land or on land pooled the rewi th on or before one (1) year f r o m X X X i O y M h U lease shal l t e r m i n a l * 

» • t o both par t ies , unless on or hefore one (11 year f r o m this date lersee shal l pay or tender to the lessor a r en ta l of J — 1 . 6 0 . 0 Q_ 
sha l l cover the p r iv i l ege o f d e f e r r i n g commencement of such operations fo r a period of twelve (12l months. I n l ike manner and upon like payments o r t e n d e r v 

I . Subject to ihe 
»« l o n r thereaf te r at i 

3. The royalt ies ^ i 
*ame i o be delivered * ! the wells 

f e r n - for t e rm of 

160.00 . , , 
"nr i . e -r v . - » > . t ) . e r it arluaJIv 

» . » r . f r o m i K J - u I i l / t r a l l - d "•primary I r r m ' i . and 

which 
_ _ ___ _ t m _ ( . , . _ . . . _ ^_ enderfc, 

a n n u a l l y , the commeneenient o f said operat ions may be f u r t h e r deferred f o r successive periods of twelve 1121 months each d u r i n g the p r imary te rm. Payment 

o r t ender may be made to the lessor o r t o t he credi t o f the lessor i n the . L i b e r t y N a t i o n a l Bank 

L o v i n a t o n , New Mexico . . , which bank, or any successor thereof, ahal l 
con t inue l o be the agenr f o r the lessor and lessor's heirs and assigns. I f such bank l o r any successor bank i shali f a i l . l iauidate. or U- succeeded by another bank, 
o r f o r any reason shall f a i l or refuse to accept ren ta l . Iess#*e shall not bt- held i n d<=fau!t u n t i l t h i r t v 130 • aays a f t e r lessor shall deiivei to lessee a recordable 
i n s t r u m e n t r r .^ - tns p rov is ion f o r a imther acceptable met hoc o f payment or render, snd any depository charge is a. l i a b i l i t y of the lessor. The payment or tender 
o f r en t a l mav be made by check o r c r a f t o f lesji*-*. mailed or delivered to said Dank or lessor, or any lessor if more than one, on or before the renta l paying 
cat*;. A n y t i m e i y payment or tender of r en t a l or shut- in roya l ty which is made in a bona f ide a t tempt t o make proper payment, hut which is erroneous i n 
whole or in p a r t as to part ies , amounts, or oepo>itones shali nevertntless be s u f f i c i e n t to prevent t e rmina t ion of this tease in the same manner as though a 
p r o p e r p a y m e n t nau been maoe : provided, however, lessee shal : correct f u c h er ror w i t h i n t h i r t y i 50 j davo a f t e r lessee has received w r i t t e n notice tnereof by 
c e r t i f i e d m a i l f r o m lessor together w i t h such ins t ruments as are necessary t o enabie lessee t o make proper payment . 

5. Lessee is hereby r r a n t e d the r i > h t and power, f r o m t ime tc t ime , to pool or combine th i . c Jc2se. the Jand covered by i t o r any par t or hor izon thereof 
** i th any other l and , lea.se. leases, minera l estates or par ts thereof f o r the product ion of o i l or jras. Un i t s pooled hereunder shal l not exceexi the s tandard pro­
r a t i o n u n i t f i x e d by law o r by the New- Mexico Oi l Conservation Commission or by other l a w f u l au thor i ty fo r the JKX»I or area i n which said land is s i tuated, plus 
*_ tolerance c: 30','.. Lessee shall f i l e w r i t t e n un i t designation? in the county in which the premises are locai**d and such units may be designated f r o m t ime to 
l i m * and either before or a f t e r the comple t ion o f wel is . D r i l l i n g operations on or product ion f r o m any par t of any such u n i t shall be considered f o r a l l pur-
POM*. execot the paymen t o f roya l ty , as operat ions conducted upon or product ion f r o m the lanu" d»*scribed in th is lease. There shall be allocated to the land 
covered by th i s lease included ir. any such u n i t that p o n i o n of the t o t a l p rod^c t iun ol pooied minerals f r o m wells ir. the u n i t , a f t e r deduct ing any used i n lease 
or t jnir . operat ions, which th? number of su r face acres i n the land covered by this lease included in the u n i t bears to the to t a l number of surface acres i n t h * 
l i n i t . The p roduc t ion so al located shall be considered f o r a l l purposes, i nc lud ing the payment or del ivery of r o y a l t y , to be the en t i r e product ion of pooled minera ls 
f r o m the p o r t i o n of said land covered hereby and included i n said u n i t in the same manner as though produced f r o m said land under the terms of th is lease. 
A n y pooled u n i t designated by lessee, as p rov ided here in , may be dissolved by lessee by record ing an appropr ia te i n s t rumen t in the County where the land is s i t ­
uated a t any t i m e a f t e r the complet ion of a d ry hole or tne cessation of product ion on said u n i t . Lessee is f u r t h e r granted the r i g h t and power to commi t th is 
lease as to a l i o r any po r t i on of the above described lands or horizons thereof to an> u n i t agreement fo r the purpose o f conserving the n a t u r a l resources o f any 
o i l o r pas pool , f i e l d o r s i ea eover*-d thereby : provided, such u n i t agreement contains usual and customary provisions f o r the al locat ion o f o i l and gas produced 
f r o m the u n i t area 2nd such un i t agreement embraces lands of ei ther the U n i t e d States or State of New Mexico or both, and the f o r m of u n i t agreement has 
been approved by either the U n i t e d States Geological Survey or Commissioner of Publ ic Lands or both and the New Mexico O i l Conservation Commission, and 
upon such c o m m i t m e n t t he provis ions of th i s lea*e shal l be conformed to the u n i t agreement. 

6. l f p r i o r t o the discovery o f o i l o r gas hereunder, lesaee should d r i l l and abandon a d ry hole or holes hereunder, or i f a f t e r discovery of o i l or gas the 
p roduc t ion thereof should cease f o r any cause, this lease sha l i not t e rmina te i f lessee commence? r e w o r k i n g or addi t iona l d r i l l i n g operations w i t h i n 60 days 
t h e r e a f t e r and d i l i g e n t l y prosecutes the same, or l i f i t be w i t h i n the p r i m a r y t e r m i commences or resumes the payment or tender of rentals o r commence* 
operat ions f o r d r i l l i n g or r e w o r k i n g on or before the r en ta l pay ing date next ensuing a f t e r the exp i ra t ion of three months f r o m date of abandonment of said 
d r y hole or bol t* or tne cassation of p roduc t ion , l f t t tbe e x p i r a t i o n of the p r i m a r y t e r m o i l or gas is n o l being produced but lessee is then engbged in operations 
f o r d r i l l i n g or r e w o r k i n g o f any w e i l . th is least shal l remain in fo rce ao long at- such operations are d i l i gen t ly prosecuted w i t h no cessation of more than 60 
eonaecutive days, l f d u r i n g the d r i l l i n g or r e w o r k i n g of any well under th is pa ragraph , lessee lot.es or j unks the hole or we l i and a f t e r d i l igen t e f f o r t s in good 
f a i t h is unable to complete t a i d operations then w i t h i n 30 days a f t e r the abandonment of said operations lessee may commence another well and d r i l l t he same 
**i th due di l igence. I f any d r i l l i n g , add i t iona l c r i l l i r . g , or rework ing ; operations hereunder resul t in product ion , then th is lease shal l remain in f u l l f o rce so long-
t h e r e a f t e r as o i i or gas is produced hereunder. 

7. Lessee shal l have f ree use of o i l , gas and water f r o m said land, except water f r o m lessor's wells and tanks , f o r a l l operations hereunder, and the roya l t y 
sha l l be computed a f t e r deduct ing any ao u fed . L»°ssee shall have the r i g h t at any t i m e d u r i n g or a f t e r the exp i ra t ion of th is lease to remove a l l p roper ty and 
f i x t u r e * plaeod by ieusee on said land, i n c l u d i n g the r i g h t to draw and remove al t casing. When required by lessor, lessee w i l l bury a l l pipe lines on cul t iva ted 
lands below o r d i n a r y p l o w depth, and no w e l l sha l l be d r i l l e d w i t h i n t w o hundred fee l .200 f t . t o f any residence or barn now on said land wi thou t lessor's con-
aent. Lessor sha l l have the pr ivi lege, at his r i sk and expense, of us ing gas f r o m any gas we l l on said land f o r stoves and inside l igh t s i n the p r i n c i p a l d w e l l i n g 
the reon , out of any surplus gas net needed f o r operations hereunder. 

S. The r igh t s of ei ther pa r ty hereunder may be assigned i n whole or i n p a r t and the provisions hereof shall extend to the heirs, executors, admin.Ftra tor* , 
successorc and assigns; but no change or d iv i s ion in the ownership o f the land, or in the ownersh ip of or r i g h t Ut receive rentals, royalties or payments, however 
wepmTilisb*d ni ial l operate to . en l a rge the obl iga t ions or d i m i n i s h the r ights of lessee; and no such change or d ivis ion i h a i l be b inding upon lessee f o r any pur ­
pose u n t i l SO days a f t e r lessee nes been fu rn i shed by cernr ieo man at lesnee r p r inc ipa l piai-e oi oosiness w t t / i *eueM-»oj*r uis.i 'uii.ein.s or c e r i i i . e u cuptea 
thereof c o n s t i t u e n t i i .e u f f r o m the o r i g i n s ! l e t te r . I f any s^cY r h a r ? * in f - w r . ^ h i t i ' .(-mi-* 1 hr^- i f» n tS« fl*>«»V. --.f TH* owner. le*«**»- max- pay or 
tender any rentals , royal t ies or payment* to the credit o f the deceased or his estate m the cepository bank u n t i l such t ime as lessee hss been fu rn i shed w i t h 
evidence sa t i s fac to ry to i»-ssee t s to the persons en t i t l ed to sucri sums. I n the event of an assignment of this !ea*e as to s segregated por t ion of said land, the 
ren ta l s payable hereunder shail be appor t ioned as between the several leasehold owners ra tab ly according to the surface area of each, and defau l t in r en t a l 
payment by one hhail Tiot a f f e c t the r igh ts o f o t i e r leasehold owners hereunder. A n assignment of this lease, in whole or in par t , sha l l , to the extent of such 
ass ignment , relieve end dii»cnarge ies.-**e of any obl igat ions hereunder, and, i f lessee or assignee of part or parts hereof shall f a i l or make de fau l t in the payment 
of the p ropor t iona te p a r t of t h e rentals due f r o m such lessee or assignee or f a i l l o comply w i t h any other provis ion of the lease, such defau l t shall n o l a f f e c t th ia 
lesvwe in *o f a r at i t covers a pa r t of said lands upon wh ich lessee or any assignee thereof shall so comply or make such payments- Rentals as used in th ia 
p a r a g r a p h shal l al&o include shu t -m r o y a l t y . 

S. Should lessee be prevented f r o m c o m p l y i n g w i t h any express or impl ied covenant o f this leaoe. or f r o m conduct ing d r i l l i n g or r e w o r k i n g operations here­
under , or i r o m produc ing o i l or gas hereunder hy reason of scarci ty or i n a b i l i t y to obta in or use equipment or m a u r i a l . or hy operation of force majeure , o r 
bv any Feoeral or state inw or any order, ru le or regula t ion of governmenta l au thor i ty , then whi l e so prevented, lessee's duty shal l be suspended, and lessee 
j h u l l not be l iable for f a i l u r e l o comply t h e r e w i t h : and th i s lea«e shall 1* extended whi le and so long as lessee is prevented by any such cause f r o m conduct ing 
d r i l l i n g or r e w o r k i n g operations or. or f r o m produc ing o i l or gas hereunder; and the l i m e whi l e lessee is so prevented shail not be counted aga ins t lessee, 
a n y t h i n g ir. th is Unae to the eon i ra ry n o t w i t h s t a n d i n g . 

10. Lessor hereby w a r r a n t s and agre-r? l o defend the t i t l e to said land, and sgre-ee tha t lessee, at its op t ion , may discharge any tax , mortgage, or other 
l i - n upon ss id l and , and j n the ••vt-n: lessee does *o. i t *hs l l be *ubiogat*-d t o such lien w i t h the r i g h t to f-nforc** s » r r e and apply rentals and royalt ies accruing 
hereunder t oward a a t i s f y i n g same. W i t h o u t i m p a i r m e n t of lessee's r igh ts under tlu-^ w a r r a n t y , i f thib lease rovers a less interest in the oil or gas in a l l or any 
p a r t o f s t K i l and .than Vo_* en t i re ai.d undivided fee s imple ea-ate (whether lessor's interest is herein specified or no t ) then the royalt ies , shut- in r o y a l l y , r en t a l , 
an<5 o ther payments , i f any . acc ru ing f r o m any p a r t as to which th is lease covers less than such f u l l interest, shal l be paid on ly in the p ropor t ion wh ich the 
in te res t there in , i f any, covered by this lease, bears to the whole and undivided fee s imple estate there in . Should any one or more of the parties named above as 
Wfcors f a i l to execute th is lease, i t chall nevertheJe&w be b i n d i n g upon the pa r ty or partie.fi execut ing the same. 

11 . Lessee, i t a ' h i s successors, heirs and a l i g n s . f»hall have the r i g h t at any t ime t o surrender t h w leane, in whole or i n pa r t , to lessor o r his heirs, succes­
sors, and assign* hy derive/ring or m a i l i n g a relt-a>.e thereof to the lessor, or by p lac ing a release thereof of record in the county i n whicn Kaid land is s i t u a t e d : 
l l -e reupon lew.ee shal l be relieved f r o m alt obl igat ions , expressed or impl ied , of this agreemenl as to acreage no surrendered, and thereaf ter the rentals and 
shu t - i n roya l t y pa>ahle hereunder shal l be reduced i n the p r o p o r t i o n t ha t the acreage covered hereby is reduced by said release or releases. 

, SEE ATTACHED SIGNATURE RIDER 

Executed t h e day and year f i r s t above w r i t t e n . 

« a - k Smi th : :— 
Annie Lora Smi th 

K5 , '•^y. 
^ennetn Mark Smi th 

W i l l i a m C. Smi th 

Lora N e i l Glenn 
1 -*ry-^ 

P a t s ^ L o u Smi th 

Kancv/CTe/n SmitH 



STATE OF NEW MEXICO, 

Csunty ol LC2 
INDIVIDUAL ACKNOWLEDGMENT (Now Mexico Shurt f - . , r m ) 

49. 

The forrrojf.fr^r.ftcvrr.pnt was acknowledged before me this 

r7.<>V ! ^ ; ' ' S m i t h .and w i f e , Annie 
i-t—. ' . f • ^r-— ; . 

da v of_ June 
Lora Smith 

.IT- \ 

My. 19_ZS- # A fir, r?< a J, / Jp r y ? g / 
y Notary Public 

- S T A T E D NE^'M-E^lfO; 
, , t i l l .» INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form) 

Tne fop^^oi^if' in'stt^Ttent was acknowledged before me this 2 3 r d r j a y 0 f _ 

g>77: ' ' ' ' k enn l t h Mark Smith and w i f e , Patsy Lou Smith 
June 

1 *V *%Uz±JiQ iiiJjZ&s-
Vlv I-': -yV./' 

~ My. CoAmission expires" , i k y 2 2 . 19 78 Notary Public 

- ^ * *'-- -If -k ' INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form) 

t The fo»>*55irigMnst:rumjent.-was acknowledged before me this 2 3 r d day 0 f J u n e _̂  
-<0, £ . V f f i ? f n M i a n C. Smith and w i f e , Nancy Jean Smith 

«ay 22, 19. 78 7 Notary Public 

f fc. ^.The f w ^ ^ i n ^ i r i s m i n i e n t was acknowledged before me this —C day of 

^ r i V ^ O ^ ' ' S i s ^ r s ? N e l l Glenn and her husband, W i l l i a m Jef 

INDIVIDUAL ACKNOWLEDGMENT (New Mexico Short Form) 

f 6 l enn 

My Cortnaiesiotr expires Ls£. / <J 19. t xZ?otary Public 
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STATE OF NEW MEXICO 

County of̂  
CORPORATION ACKNOWLEDGMENT (New Mexico Short Form) 

The foregoing instrument was acknowledged before me this. -day of . ., 19_ 

by- - President 

of -
on behalf of said corporation. 

My Commission Expires: 

.corporation 

Notary Public 

STATE OF 

County of 
CORPORATION ACKNOWLEDGMENT (New Mexico Short Form) 

The foregoing instrument was acknowledged before me this. 

by-

-day of . . . 19_ 

President 

of — 
on behalf of said corporation. 

My Commirsion Expires: 

.corporation 

Notary Public 



United States Department of the Interior 
GEOLOGICAL SURVEY 
P. 0. Box 26124 

Albuquerque, Lew llexico S7125 

JUN 2 2 1978 

Union O i l Company of California 
Attention: Mr. Robert V. Lockhart 
500 North Marienfeld 
Midland, Texas 79701 

Gentlemen: 

One approved copy of the Laguna Deep un i t agreement. Lea County, 
New Mexico, i s enclosed. Such agreement has been assigned tlo. 
14-03-0001-16905 and i s e f f e c t i v e as of t h i s date, tae sa^e aay 
as approved. 

You are requested to furnish the Consaissioner of Public La-ads, 
tae O i l Conservation Conmissions both of Hew Mexico, and a l l o£h 
interested principals with appropriate evidence of t h i s approval 

Sincerely yours. 

(ORIG. SGD.) JAMES W. SUTHERLAND 

O i l and Gas Supervisor, 

Znclosure 

c c : u~MUk This Copy for 
NMOCC, Santa Fe ( l t r . o n l y T ^ 
Com. Pub. Lands, Santa Fe ( l t r . only) 

/ 



Union Oil and Gas Division: Central Region 

unien 

Union Oil Company of California 
500 North Marienfeld, Midland, Texas 79701 
Telephone (915) 682-9731 1731 

Midland District 
June 27, 197i 

State of New Mexico 
O i l Conservation Commission 
P. 0. Box 1148 
Santa Fe, New Mexico 87501 

Attention: Mr. Joe D. Ramey, Director 

, ft7* 
Gentlemen: f j | 

Case No. 6182 
Order No. R-5684 
Laguna Deep Unit 
Lea County, New Mexico 

In connection with the captioned u n i t , we are enclosing the following material 
for your approval and f i l e : 

1) Xerox copy of Union O i l Company of California's l e t t e r dated June 1, 1978, 
to the Area O i l & Gas Supervisor, U.S.G.S., requesting f i n a l determination 
for the Laguna Deep Unit; 

2) Original executed Unit Agreement signed by Union O i l Company of California 
on March 20, 1978, together with o r i g i n a l r a t i f i c a t i o n s signed by the 
following: 

Working Interest Owners - Amoco Production Company 
A t l a n t i c Richfield Company 
Gulf O i l Corporation 

Overriding Royalty Interest Owners -
Bakersfield Investment Trust 
Bank of America NT&SA as Trustee of the 

Charles E. Strange 1976 Trust #1 
James D. Craig and Wanda S. Craig 
William Feick, Jr., and Joan M. Feick 
Georgeanne Nilsen and Carl A. Nilsen, and 
Gwen P. Taylor 

C. E. Strange and Sherrie R. Strange 

3) Xerox copy of U.S.G.S. l e t t e r of June 22, 1978, together with Xerox copy 
of Certificate-Determination r e f l e c t i n g subject u n i t was approved 
ef f e c t i v e June 22, 1978. 



State of New Mexico 
June 27, 1978 
Page 2 

Should you require any additional information, please l e t us hear from you. 
Thank you f o r your cooperation i n t h i s matter. 

Very t r u l y yours, 

Robert V. Lockhart 
D i s t r i c t Land Manager 

RVL/bh 
Ends. 

cc: W.I. Owners 



Union Oil and Gas Division: Central Region 

Union Oil Company of California 
500 North Marienfeld, Midland, Texas 79701 
Telephone (915) 682-9731 

uni@n 
Midland District * 

June 1 , 1978 

Area O i l and Gas Supervisor 
United States Geological Survey 
P. 0. Box 1857 
Roswell, New Mexico 88201 

Dear Sir: 

Laguna Deep Unit 
Lea County, New Mexico 

By l e t t e r dated January 31, 1978, the Regional Conservation Manager for the 
Director designated 2,558.04 acres, more or less, i n Lea County, New Mexico, 
as .logically subject to exploration and development under the u n i t i z a t i o n 
provision of the Mineral Leasing Act, as Amended. 

Enclosed f o r your review and f i n a l approval are: four (4) copies of the 
Unit Agreement fo r the development and operation of the Laguna Deep Unit Area, 
one (1) being designated as an o r i g i n a l and executed by Union O i l Company of 
Cali f o r n i a ; three (3) sets ( o r i g i n a l plus three (3) Xerox copies) of "Consent, 
R a t i f i c a t i o n and Joinder instruments which have been executed by the other 
Working In t e r e s t Owners wit h the exception designated hereinafter; and three 
(3) copies of the Laguna Deep Operating Agreement executed by Union O i l Company 
of C a l i f o r n i a on March 20, 1978. 

Presently 96.87261% of the working i n t e r e s t ownership i n proposed Unit Area i s 
committed to j o i n i n the d r i l l i n g of the i n i t i a l t e st w e l l . Belco Petroleum 
Corporation owns an undivided 1/2 working i n t e r e s t under Tract 8, and they have 
elected not to j o i n or farmout under acceptable terms to date. A copy of Belco's 
l e t t e r of November 1, 1977 i s enclosed f o r your reference. 

In addition to the working i n t e r e s t owners who have executed the Unit Agreement 
and the Unit Operating Agreement, we have attached " R a t i f i c a t i o n and Joinder" 
instruments to the Unit Agreement fo r the owners as shown, on Unit Agreement 
Exhibit "B" under the various t r a c t s i n which the working int e r e s t i s committed, 
we are not submitting RctLillCctLiuii and Joinders executed by the following: 

.1) Tract 1 - V i r g i n i a W i l l i s Hess, Personal Representative of the Estate of 
Eugenia W. Bate, Deceased, owner of a 1%% overriding royalty i n t e r e s t ; 
R.M. Hess and V i r g i n i a W. Hess, Trustees Under Agreement dated 4/10/72, 
owners of a 1% overriding royalty i n t e r e s t ; Elizabeth W. Christensen and 
husband, Don T. Christensen, owners of a %% overriding royalty i n t e r e s t ; 



Area O i l and Gas Supervisor 
United States Geological Survey 
June 1, 1978 
Page 2 

Winifred T. Seaton, a widow, owner of a 1/2% overriding royalty i n t e r e s t ; and 
Jo Ann W. Light and husband, Robert S. Light, owners of a 1/2% overriding 
r o y a l t y i n t e r e s t . A l l of the foregoing owners have been furnished with r a t i ­
f i c a t i o n s for t h e i r consideration. At the present time, none of these owners 
have returned executed instruments. We w i l l follow up and submit these joinders 
when they are returned to t h i s o f f i c e . 

2) Tract 4 - Calvin A. M i t c h e l l and wife, Evelyn M i t c h e l l , owners of a 4% 
overriding r o y a l t y i n t e r e s t ; Leo Pollack, owner of a 1/4% overriding royalty 
i n t e r e s t ; and M. A. Schofman, owner of a 3/4% overriding royalty i n t e r e s t . 
A l l of the foregoing owners have not been requested to j o i n the u n i t since 
the t o t a l 5% overriding royalty i n t e r e s t has been previously committed by 
v i r t u e of a provision i n the o r i g i n a l Assignment of lease from Mr. Calvin A. 
Mi t c h e l l and wi f e , Evelyn M i t c h e l l , to Union O i l Company of Ca l i f o r n i a . The 
special provision committing t h i s i n t e r e s t reads as follows: "Assignor's 
i n t e r e s t i n said overriding royalty s h a l l be subject to any cooperative or 
u n i t plan of operation or development approved by the Secretary of the I n t e r i o r , 
or any communitization or other agreement f o r the purpose of forming a wel l 
spacing or a proration u n i t under the rules or regulations of the State regu­
l a t o r y body or other lawful authority having j u r i s d i c t i o n thereof, to which 
said lease may have heretofore or may hereafter be committed, and i n such event, 
said overriding r o y a l t y s h a l l be computed and paid on the basis of the o i l and 
gac allocated to the abovs descri^^d 1 anH nndpr pnrl nnrsnanf to the terms of 
any such plan of operation or develupiueuL or any such agreement." 

3) Tract 8 - Herbert A. Settles and wi f e , Beatrice C. Settles, owners of a 5% 
overriding r o y a l t y i n t e r e s t , are not being requested to commit to the Unit 
Agreement. Union i s committing 1/2 of t h i s overriding royalty i n t e r e s t to the 
Unit Agreement by v i r t u e of the same assignment provision stated above for the 
owners i n Tract 4. The remaining working i n t e r e s t owner under t h i s t r a c t , Belco 
Petroleum Corporation (50%) has refused to j o i n i n the u n i t or farmout, as 
previously advised; therefore, we are only committing 1/2 of the overriding 
r o y a l t y i n t e r e s t on t h i s leasehold. 

4) Tract 10 - Carol L. Teigen and husband, Theodore H. Teigen, J r . , owners of a 5% 
overriding royalty i n t e r e s t are not being requested to commit to the Unit 
Agreement. Union i s committing t h i s i n t e r e s t to the Unit Agreement by v i r t u e 
of the same Assignment provision stated above f o r the owners i n Tract 4. 

Pursuant to the request stated i n the Regional Conservation Manager's l e t t e r of 
February 2, 1978, the Exhibit "B" to the Unit Agreement includes the l a t e s t status 
of a l l Federal acreage, showing the current record owners of a l l issued leases, 
there being no leases i n application status w i t h i n the u n i t area, and likewise, 
showing a l l current overriding royalty owners. The e n t i r e u n i t area of 2,bi>8.u4 
acres i s composed of 1,760 acres of Federal land, 638.04 acres of State land, and 
160 acres of fee land. 



Area O i l and Gas Supervisor 
United States Geological Survey 
June 1, 1978 
Page 3 

We resp e c t f u l l y request your early consideration to the Unit Agreement and i t 
f i n a l approval. We are presently attempting to obtain a suitable d r i l l i n g r i 
to commence t h i s project. When the Unit Agreement i s approved, please return 
a l l approved copies not retained by your o f f i c e to the undersigned. Thatik 
you f o r your cooperation i n t h i s matter. 

Very t r u l y yours, 

UNION OIL COMPANY OF CALIFORNIA 

,0 / 

Robert V. Lockhart 
D i s t r i c t Land Manager 

RVL/bh 
Encls. 



United States Department of the Interior 
GEOLOGICAL SURVEY 

P. 0. Box 26124 
Albuquerque, New Mexico 87125 

JUN261978 

MJ0^ D D ; S T n , c r u N £ ) 

JUN 2 2 J978 

Union Oil Company of California 
Attention: Mr. Robert V. Lockhart 
500 North Marienfeld 
Midland, Texas 79701 

Gentlemen: 

One approved copy of the Laguna Deep unit agreement, Lea County, 
New Mexico, is enclosed. Such agreement has been assigned No. 
14-08-0001-16905 and i s effective as of this date, the same day 
as approved. 

You are requested to furnish the Commissioner of Public Lands, 
the Oil Conservation Commission, both of New Mexico, and a l l other 
interested principals with appropriate evidence of this approval. 

Sincerely yours, 

JAMES W. SUTHERLAND 
Oil and Gas Supervisor, SRMA 

Enclosure 



CERTIFICATION--DET ERM1 NATION 

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

the act approved February 25, 1920, 41 Stat. 437, as amended, 30 U.S.C. sees. 

181, et seq., and delegated to the Oil and Gas Supervisors of the Geological 

Survey (33 F.R. 5812), 1 do hereby: 

A. Approve the attached agreement for the development and operation 

of the _ LACUNA DEEP Unit Area, 

State of NEW MEXICO • 

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

operation contemplated in the attached agreement is necessary and advisable in 

the public interest for the purpose of more properly conserving the natural 

resources. 

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

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

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

with the terms and conditions of this agreement. 

Dated M 2 2 1978 

Supervisor, United States Geological Survey 

t 4-08-0001-1'6905 
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UNIT AGISTMENT 

FOR THE DEVELOPMENT AI© OPERATION" 

OF THE 

LAGUNA DEEP UNIT AREA 

COUNTY OF LEA 

STATE OF NEW MEXICO 

NO. 

THIS AGREEMENT entered into as of the 2nd day of February, 1978, by and 

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

referred to as the "parties hereto". 

_ I _ _ _ _ S E T H : 

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

o i l and gas interests in the unit area subject to this agreement; and 

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

amended, 30 U.S.C. Sees. 181 et seq., authorized Federal lessees and their 

representatives to unite with each other, or jointly or separately with others, 

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

ment or operations of any o i l or gas pool, f i e l d , or like area, or any part 

thereof for the purpose of more properly conserving the natural resources 

thereof whenever determined and certified by the Secretary of the Interior to 

be necessary or advisable in the public interest; and 

WHEREAS, the Qmmissioner of Public Lands of the State of New Mexico is 

authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes 1953 

Annotated) to consent to or approve this agreement on behalf 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 Oil Conservation Commission of the State of New Mexico is 

authorized by an Act of the Legislature (Article 3, Chapter 65, Vol. 9, Part 2, 

1953 Statutes) to approve this agreement and the conservation provisions hereof; 

and 

WIIEREAS, the parties hereto hold sufficient interests in the Laguna Deep 

Unit Area covering the land hereinafter described to give reasonably effective 

control of operations therein; and 



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

resources, prevent waste, and secure other benefits obtainable through 

development and operation of the area subject to this agreement under the 

terms, conditions and limitations herein set forth; 

.NOT, THEREFORE, in consideration of the premises and the promises herein 

contained, the parties hereto commit to this agreement their respective 

interests in the below-defined unit area, and agree severally among themselves 

as follows: 

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February 25, 

1920, as amended, supra, and a l l valid pertinent regulations, including operat­

ing and unit plan regulations, heretofore issued thereunder or valid, pertinent 

and reasonable regulations hereafter issued thereunder are accepted and made a 

part of this agreement as to Federal lands, provided such regulations are not 

incoasistent with the terms of this agreement; and as to non-Federal lands, the 

o i l and gas operating regulations in effect as of the effective date hereof 

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

hereof or the laws of the State of which the non-Federal land is located, are 

hereby accepted and made a part of this agreement. 

2. UNIT AREA. The area specified on the map attached hereto marked 

Exhibit "A" is hereby designated and recognized as constituting the unit area, 

containing 2,558.04 acres, more or less. 

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

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

to the Unit Operator. Exhibit "B" attached hereto is a schedule shaving to 

the extent known to the Unit Operator the acreage, percentage, and kind of 

ownership of o i l and gas interests in a l l land in the unit area. However, 

nothing herein or in said schedule or map shall be construed as a representa­

tion by any party hereto as to the ownership of any interest other than such 

interest or interests as are shown in said map or schedule as owned by such 

party. Exhibits "A" and "B" shall be revised by the Unit Operator whenever 

changes in the unit area render such revision necessary, or when requested by 

the Oil and Gas Supervisor, hereinafter referred to as "Supervisor", or when 

requested by the Commissioner of Public Lands of the State of New Mexico, 



hereinafter referred tO 98 ,,Q»sgionQr,,

/ and not less than five Of 
the revised exhibits shall be f i l e d with the Supervisor, and two copies 

thereof shall be f i l e d with the Corrmissioner, and or.e copy with the New Mexico 

Oil Conservation Commission, hereinafter referred to as "Commission". 

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

include therein any additional lands or shall be contracted to exclude lands 

whenever such expansion or contraction i s deemed to be necessary or advisable 

to conform with the purposes of t h i s agreement. Such expansion or contraction 

shall be effected i n the following manner: 

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

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

Conmissioner, after preliminary concurrence by the Director and the Commissioner, 

shall prepare a notice of proposed expansion or contraction describing the con­

templated changes i n the boundaries of the unit area, the reasons therefor, and 

the proposed effective date thereof, preferably the f i r s t day of a month subse­

quent to the date of notice. 

(D) Said notice shail be deliveied tu the Supersiscr, th~ n< 

and the Commission and copies thereof mailed to the last known address of each 

working interest owner, lessee, and lessor whose interests are affected, 

advising that 30 days w i l l be allowed for submission to the Unit Operator of 

any objections. 

(c) Upon expiration of the 30-day period provided i n the preceding item 

(b) hereof, Unit Operator shall f i l e with the Supervisor, the Commissioner and 

the Commission evidence of mailing of the notice of expansion or contraction 

and a copy of any objections thereto which have been f i l e d with the Unit Oper­

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

expansion or contraction and with appropriate joinders. 

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

or contraction shall, upon approval by the Supervisor, the Conmissioner and 

the Conmission, become effective as of the date prescribed in the notice 

thereof. 

(e) A l l legal subdivisions of lands ( i . e . , 40 acres by Government 

survey or i t s nearest l o t or tract equivalent; in instances of irregular 



surveys unusually large lots or tracts shall be considered in multiples of 40 

acres or the nearest aliquot equivalent thereof), no parts of which are 

ent i t l e d to be i n a participating area on or before the f i f t h anniversary of 

the effective date of the f i r s t i n i t i a l participating area established under 

this unit agreement, shall be eliminated automatically from t h i s agreement, 

effective as of said f i f t h anniversary, and such lands shall no longer be a 

part of the unit area and shall no longer be subject to this agreement, unless 

diligent d r i l l i n g operations are i n progress on unitized lands not en t i t l e d to 

participation on said f i f t h anniversary, i n which event a l l such lands shall, 

remain subject hereto so long as such d r i l l i n g operations are continued 

d i l i g e n t l y with not more than 90 days time elapsing between the completion of 

one well and the commencement of the next well. A l l legal subdivisions of 

lands not e n t i t l e d to be i n a participating area within 10 years after the 

effective date of the f i r s t i n i t i a l participating area approved under this 

agreement shall be automatically eliminated from this agreement as of said 

tenth anniversary. A l l lands proved productive by diligent d r i l l i n g operations 

after the aforesaid 5-year period shall become participating i n the same manner 

as during said 5-year period. However, when such diligent d r i l l i n g operations 

cease, a l l nonparticlpating lands shall be automatically eliminated effective 

as of the 91st day thereafter. The Unit Operator shall, within 90 days after 

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

eliminated to the satisfaction of the Supervisor and the Commissioner, and 

promptly notify a l l parties i n interest. 

I f conditions warrant extension of the five and ten-year periods specified 

in t h i s subsection 2(e), an extension of such periods may be accomplished by 

consent of the owners of 90% of the current unitized working interests and 60% 

of the current unitized basic royalty interests (exclusive of the basic royalty 

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

respectively, with approval of the Director and Conmissioner not later than 60 

days prior to the expiration of said five-year or ten-year periods. 

Any expansion of the unit area pursuant to t h i s section which embraces 

lands theretofore eliminated pursuant to t h i s subsection 2(e) shall not be 

considered automatic commitment or recortrnitment of such lands. 



3. UNITIZED LAND AND UNITIZED SUBSTANCES. A l l land committed to this 

agreement shall 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 in and produced from the 

hereinabove specified lands committed to t h i s agreement as to a l l formations 

at a l l depths lying beneath the top of the Seven Rivers formation identified 

at 3,443 feet i n the Electric log run i n the Pan American Petroleum Corporation 

Well No. 1 Donohue Federal located 660 feet from South and 2310 feet from East 

lines of Section 26, Township 19 South, Range 33 East, N.M.P.M., Lea County, 

New Mexico, are herein called "unitized substances". 

4. UNIT OPERATOR. Union O i l Company of California i s hereby designated 

as Unit Operator and by signature hereto as Unit Operator agrees and consents 

to accept the duties and obligations of Unit Operator for the discovery, 

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 interest i n unitized 

substances, and the term "working interest owner", when used herein, shall 

include or refer to Unit Qppratnr as the owner of a working interest when such 

an interest i s owned by i t . 

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have 

the right to resign at any time prior to the establishment of a participating 

area or areas hereunder, but such resignation shall not become effective so 

as to release Unit Operator from the duties and obligations of Unit Operator 

and terminate Unit Operator's rights as such for a period of 6 months after 

notice of intention to resign has been served by Unit Operator on a l l working 

interest owners and the Supervisor, the Commissioner and the Conmission, and 

u n t i l a l l wells then d r i l l e d hereunder are placed i n a satisfactory condition 

for suspension or abandonment whichever i s required by the Supervisor as to 

Federal lands and by the Commissioner as to State and privately owned lands, 

unless a new Unit Operator shall have been selected and approved and shall 

have taken over and assumed the duties and obligations of Unit Operator prior 

to the expiration of said period. 

Unit Operator shall have the right to resign in l i k e manner and subject 

to l i k e limitations as above provided at any time a participating area 

established hereunder i s i n existence, but, i n a l l instances of resignation 

~5~ 



or removal, u n t i l a successor Unit Operator i s selected and approved as herein­

after provided, the working interest owners shall be j o i n t l y responsible for 

performance of the duties of Unit Operator, and shall, not later than 30 days 

before such resignation or removal becomes effective, appoint a common agent 

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

The resignation of Unit Operator shall not release Unit Operator from any 

l i a b i l i t y for any default by i t hereunder occurring prior to the effective date 

of i t s resignation. 

Tlie Unit Operator may, upon default or fa i l u r e i n the performance of i t s 

duties or obligations hereunder, be subject to removal by the same percentage 

vote of the owners of working interests as herein provided for the selection 

of a new Unit Operator. Such removal shall be effective upon notice thereof 

to the Supervisor and the Conmissioner. 

Tl^e resignation or removal of Unit Operator under th i s agreement shall 

not terminate i t s r i g h t , t i t l e or interest as the owner of a working interest 

or other interest i n unitized substances, but upon the resignation or removal 

of Unit Operator becoming effective, such Unit Op^r^tor- shall riniiver nosses— 

sion of a l l wells, equipment, materials and appurtenances used i n conducting 

the unit operations to the new duly qualified successor Unit Operator or to 

the corrmon agent, i f no such new Unit Operator i s elected, to be used for the 

purpose of conducting unit operations hereunder. Nothing herein shall be 

construed as authorizing removal of any material, equipment and appurtenances 

needed for the preservation of any wells. 

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender 

his or i t s resignation as Unit Operator or shall be removed as hereinabove 

provided, or a change of Unit Operator i s negotiated by working interest 

owners, the owners of the working interests i n the participating area or 

areas according to their respective acreage interests i n such participating 

area or areas, or, u n t i l a participating area shall have been established, 

the owners of the working interests according to their respective acreage 

interests i n a l l unitized land, shall by majority vote select a successor 

Unit Operator: Provided, That, i f a majority but less than 75 percent of 

the working interests qualified to vote are owned by one party to this 



agreement, a concurring vote of one or more additional working interest owners 

shall be required to select a new operator. Such selection shall not become 

effective u n t i l : 

(a) a Unit Operator so selected shall accept in writing the duties and 

responsibilities of Unit Operator, and 

(b) the selection shall have been approved by the Supervisor and the 

Coainissioner. 

I f no successor Unit Operator is selected and qualified as herein provided, 

the Director and Conmissioner at their election may declare this unit agreanent 

terminated. 

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

ator is not the sole owner of working interest, costs and expenses incurred by 

Unit Operator in conducting unit operations hereunder shal] be paid and appor­

tioned among and borne by the owners of working interests, a l l in accordance . 

with the agreement or agreements entered into by and between the Unit Operator 

and the owners of working interests, whether one or more, separately or 

collectively. Any agreement or agreements entered into between the working 

interest owners and the Unit Operator as provided in this section, whether one 

or more, are herein referred to as the "unit operating agreement". Such unit 

operating agreement shall also provide the manner in which the working interest 

owners shall be entitled to receive their respective proportionate and allocated 

share of the benefits accruing hereto in conformity with their underlying oper­

ating agreements, leases or other independent contracts, and such other rights 

and obligations as between Unit Operator and the working interest owners as may 

be agreed upon by Unit Operator and the working interest owners; however, no 

such unit operating agreement shall be deemed either to modify any of the terms 

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

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

inconsistency or conflict between this unit agreement and the unit operating 

agreement, this unit agreement shall govern. Three true copies of any unit 

operating agreement executed pursuant to this section should be fi l e d with 

the Supervisor and two true copies with the Conmissioner and one true copy 

with the Commission, prior to approval of this unit agreement. 



8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR.• Except as otherwise specifi­

cally provided herein, the exclusive right, privilege, and duty of exorcising 

any and a l l rights of the parties hereto which are necessary or convenient for 

prospecting for, producing, storing, allocating, and distributing the unitized 

substances are hereby delegated to and shall be exercised by the Unit Operator 

as herein provided. Acceptable evidence of t i t l e to said rights shali be 

deposited with said Unit Operator and, together with this agreement, shall 

constitute and define the rights, privileges, and obligations of Unit Operator. 

Nothing herein, however, shall be construed to transfer t i t l e to any land or to 

any lease or operating agreement, i t being understood that under this agreement 

the Unit Operator, in i t s capacity as Unit Operator, shall exercise the rights 

of possession and use vested in the parties hereto only for the purposes herein 

specified. 

9. DRILLING TO DISCOVERY. Within 6 months after the effective date hereof, 

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

approved by the Supervisor, i f on Federal land, or by the Conmissioner i f on 

State land, or by tire Commission i f on fee land, unless on such ef fee Live dale 

a well is being drilled conformably with the terms hereof, and thereafter 

continue such d r i l l i n g diligently u n t i l the Silurian formation has been tested 

or u n t i l at a lesser depth unitized substances shall be discovered which can 

be produced in paying quantities (to-wit: quantities sufficient to repay the 

costs of d r i l l i n g , completing, and producing operations, with a reasonable 

profit) or the Unit Operator' shall at any time establish to the satisfaction 

of the Supervisor i f located on Federal lands, or the Conmissioner i f located 

on State lands, or the Commission i f located on fee lands, that further d r i l l ­

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

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

in excess of 14,600 feet. Until the discovery of a deposit of unitized sub­

stances capable of being produced in paying quantities, the Unit Operator shall 

continue d r i l l i n g one well at a time, allowing not more than 6 months between 

the completion of one well and the beginning of the next well, until a well 

capable of producing unitized substances in paying quantities is completed to 

the satisfaction of said Supervisor i f on Federal land, or the Conmissioner i f 

-&-



on State land, or the Conmission i f on fee land, or un t i l i t is reasonably proved 

that the unitized land is incapable of producing unitized substances in paying 

quantities in the formations drilled hereunder. Nothing in this section shall be 

deemed to limit the r i t of the Unit Operator to resign as provided in Secti 3 

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

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

the requirements of this section. The Supervisor and Commissioner may modify 

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

time when, in their opinion, such action is warranted. Upon failure to commence 

any well provided for in this section within the time allowed, including any 

extension of time granted by the Supervisor and the Conmissioner, this agreement 

w i l l automatically terminate; upon failure to continue d r i l l i n g diligently any 

well commenced hereunder, the Supervisor and Conmissioner may, after 15 days 

notice to the Unit Operator, declare this unit agreement terminated. 

10. PLAN OF FURITIER DEVELOPMENT AND OPERATION. Within 6 months after com­

pletion of a well capable of producing unitized substances in paying quantities, 

the Unit Operator shail submit for iiie appxuva.1 uX the Supervisor and the Con^ris— 

sioner an acceptable plan of development and operation for the unitized land 

which, when approved by the Supervisor and the Cbnmissioner, shall constitute 

the further d r i l l i n g and operating obligations of the Unit Operator under this 

agreement for the period specified therein. Thereafter, from time to time before 

the expiration of any existing plan, the Unit Operator shall submit for the 

approval of the Supervisor and the Conmissioner a plan for an additional specified 

period for the development and operation of the unitized land. 

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

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

the area or areas thereof capable cf producing unitized substances in paying quan­

t i t i e s in each and every productive formation and shall be as complete and adequate 

as the Supervisor, the Conmissioner and Conmission may determine to be necessary 

for the finely development and proper conservation of the o i l and gas resources 

of the unitized area and shall: 

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

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



(b) to the extent- practicable, specify the operating practices 

regarded as necessary and advisable for proper conservation 

of natural resources. 

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

approval of the Supervisor, the Conrnissioner and the Commission. 

Plans shall be modified or supplemented when necessary to meet changed 

conditions or to protect the interests of a l l parties to th i s agreement. 

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

the approved plan of development. The Supervisor and Commissioner are author­

ized to grant a reasonable extension of the 6-month period herein presecribed 

for submission of an i n i t i a l plan of development where such action i s j u s t i f i e d 

because of unusual conditions or circumstances. After completion hereunder of 

a well capable of producing any unitized substances in paying quantities, no 

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

operations not under t h i s agreement and such as may be specifically approved 

by the Supervisor and the Conmissioner, shall be d r i l l e d except i n accordance 

with a plan of development approved as herein provided. 

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

producing unitized substances i n paying quantities or as soon thereafter as 

required by the Supervisor and Commissioner, the Unit Operator shall submit 

for approval by the Supervisor and Conmissioner a schedule, based on subdivisions 

of the public land survey or aliquot parts thereof, of a l l land then regarded as 

reasonably proved to be productive i n paying quantities; a l l lands i n said 

schedule on approval of the Supervisor and Comnissioner to constitute a 

participating area, effective as of the date of completion of such well or the 

effective date of t h i s unit agreement, whichever i s later. The acreages of both 

Federal and non-Federal lands shall be based upon appropriate computations from 

the courses and distances shown on the last approved public land survey as of the 

effective date of each i n i t i a l participating area. Said schedule shall also set 

forth the percentage of unitized substances to be allocated as herein provided 

to each tract i n the participating area so established, and shall govern the 

allocation of production commencing with the effective date of the participating 



area. A separate participating area shall be established for each separate pool 

or deposit of unitized substances or for any group thereof which is produced as 

a single pool or zone, and any two or more participating areas so established 

may be combined into one, on approval of the Supervisor and Conmissioner. When 

production from two or more participating areas, so established, is subsequently 

found to be from a common pool or deposit said participating areas shall be com­

bined into one effective as of such appropriate date as may be approved or 

prescribed by the Supervisor and Commissioner. The participating area or areas 

so established shall be revised from time to time, subject to l i k e approval, to 

include additional land then regarded as reasonably proved to be productive i n 

paying quantities or necessary for unit operations, or to exclude land then 

regarded as reasonably proved not to be productive i n paying quantities and the 

schedule of allocation percentages shall be revised accordingly. The effective 

date of any revision shall be the f i r s t day of the month i n which i s obtained 

the knowledge or information on which such revision is predicated, provided, 

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

the Unit Operator and approved by the Supervisor and Conmissioner. No land 

shall be excluded from a participating area on account of depletion of the 

unitized substances, except that any participating area established under the 

provisions of t h i s unit agreement shall terminate automatically whenever a l l 

completions i n the formation on which the participating area i s based are 

abandoned. 

I t i s the intent of th i s section that a participating area shall represent 

the area known or reasonably estimated to be productive i n paying quantities, 

but, regardless of any revision of the participating area, nothing herein 

contained shall be construed as requiring any retroactive adjustment for 

production obtained prior to the effective date of the revision of the 

participating area. 

In the absence of agreement at any time between the Unit Operator and the 

Supervisor and Commissioner as to the proper definition or redefinition of a 

participating area, or u n t i l a participating area has, or areas have, been 

established as provided herein, the portion of a l l payments affected thereby 

shall be impounded in a manner mutually acc.epta.ble to the owners of working 
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interests and the Supervisor and Comnissioner. Royalties due the United States 

and the State of New Mexico, which shall be determined by the Supervisor for 

Federal land and the Cbromissioner for State land and the amount thereof shall 

be deposited, as directed by the Supervisor and Conrnissioner respectively, to 

be held as unearned money u n t i l a participating area is f i n a l l y approved and 

then applied as earned or returned i n accordance with a determination of the 

sum due as Federal and State royalty on the basis of such approved participating 

area. 

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

wells d r i l l e d on Federal land and of the Commissioner as to wells d r i l l e d on 

State land, that a well d r i l l e d under thi s agreement i s not capable of production 

i n paying quantities and inclusion of the land on which i t i s situated i n a p a r t i ­

cipating area i s unwarranted, production from such well shall, for the purposes 

of settlement among a l l parties other than working interest owners, be allocated 

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

participating area established for the pool or deposit from which such production 

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

made as provided i n the unit operating agreement. 

12. ALLOCATION OF PRODUCTION. A l l unitized substances produced from each 

participating area established under t h i s agreement, except any part thereof 

used i n conformity with good operating practices within the unitized area for 

d r i l l i n g , operating, camp and other production or development purposes, for 

repressuring or recycling i n accordance with a plan of development approved by 

the Supervisor and Commissioner, or unavoidably lost, shall be deemed to be 

produced equally on an acreage basis from the several tracts of unitized land 

of the participating area established for such production and, for the purpose 

of determining any benefits accruing under this agreement, each such tract of 

unitized land shall have allocated to i t such percentage of said production as 

the number of acres of such tract included i n said participating area bears te 

the t o t a l acres of unitized land in said participating area, except that alloca­

tion of production hereunder for purposes other than for settlement of the 

royalty, overriding royalty, or payment out of production obligations of the 

respective working interest owners, shall be on the basis prescribed in the 
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unit operating agreement whether in conformity with the basis of allocation 

herein set forth or otherwise. I t i s hereby agreed that production of unitized 

substances from a participating area shall be allocated as provided herein 

regardless of whether any wells are d r i l l e d on any particular part or tract of 

said participating area. I f any gas produced from one participating area is 

used for repressuring or recycling purposes in another participating area, the 

f i r s t gas withdrawn from such last mentioned participating area for sale during 

the l i f e of t h i s agreement shall be considered to be the gas so transferred 

u n t i l an amount equal to that transferred shall be so produced for sale and 

such gas shall be allocated to the participating area from which i n i t i a l l y 

produced as such area was last defined at the time of such f i n a l production. 

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS.-

Any party hereto' owning or controlling the working interest i n any unitized 

land having thereon a. regular well location may with the approval of the Super­

visor as to Federal land, the Carmissioner as to State land and the Conmission 

as to privately owned land, at such party's sole risk, cost and expense, d r i l l 

a well to test any formation for which a participating area has not been estab­

lished or to test any formation for which a participating area has been estab­

lished i f such location i s not within said participating area, unless within 'JO 

days of receipt of notice from said party of his intention to d r i l l the well 

the Unit Operator elects and coirmences to d r i l l such a well i n l i k e manner as 

other wells are d r i l l e d by the Unit Operator under this agreement. 

I f any well d r i l l e d as aforesaid by a working interest owner results in 

production such that the land upon which i t i s situated may properly be included 

in a participating area, such participating area shall be. established or enlarged 

as provided i n t h i s agreement and the well shall thereafter be operated by the 

Unit Operator in accordance with the terms of this agreement and the unit 

operating agreement. 

I f any well d r i l l e d as aforesaid by a working interest owner obtains produc­

tion i n quantities insufficient to j u s t i f y the inclusion of the land upon which 

such well is situated i n a participating area, such well nay be operated and 

produced by the party d r i l l i n g the same subject to the conservation requirements 

of t h i s agr-ecmont. The royalties i n amount or value of production from any such 

well shall be paid as specified i n tho underlying lease and agrocsnents affected. 
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14. ROYALTY SmTLEMENT. Tlie United States and any State and jury royalty 

owner who i s e n t i t l e d to take i n kind a share of the substances now unitized 

hereunder shall hereafter be ent i t l e d to the right to take i n kind i t s share 

of the unitized substances, and the Unit Operator, or the working interest owner 

in case of the operation of a well by a working interest owner as herein provided 

for in special cases, shall make deliveries of such royalty share taken i n kind 

i n conformity with the applicable contracts, laws and regulations. Settlement 

for royalty interest not taken in kind shall be made by working interest owners 

responsible therefor under existing contracts, laws and regulations, or by the 

Unit Operator, on or before the last day of each month for unitized substances 

produced during the preceding calendar month; provided, however, that nothing 

herein contained shall operate to relieve the lessees of any land from their 

respective lease obligations for the payment of any royalties due under thei r 

leases. 

I f gas obtained from lands.not subject to th i s agreement i s introduced Into 

any participating area hereunder, for use i n repressuring, stimulation of pro­

duction, cr increasing ultimate recovery, i n conformity with a. plan of opersition1? 

approved by the Supervisor, the Conmissioner, and Conmission, a l i k e amount of 

gas, after settlement as herein provided for any gas transferred from any other-

participating area and with appropriate deduction for loss from any cause, may 

be withdrawn from the formation i n which the gas i s introduced, royalty free as 

to dry gas, but not. as to any products which may be extracted therefrom; 

provided that such withdrawal shall be at such time as may be provided i n the 

approved plan of operations or as may otherwise be consented to by the Supervisor, 

the Commissioner and Conmission as conforming to good petroleum engineering-

practice; and provided further that such right of withdrawal shall terminate on 

the termination of th i s unit agreement, 

Royalty due the United States shall be computed as provided i n the operating 

regulations and paid in value or delivered i n kind as to a l l unitized substances 

on the basis of tho amounts thereof allocated to unitized Federal land as pro­

vided 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 daily average production per well, 

said average production shall be determined i n accordance with the operating 



regulations as though each participating area were a single consolidated lease. 

Royalty due on account of State lands shall be computed and paid on the 

basis of a l l unitized substances allocated to such lands. 

15. RENTAL SETTLE?.IENT. Rental or minimum royalties due on leases committed 

hereto shall be paid by working interest owners responsible therefor under exist­

ing contracts, laws and regulations, provided that nothing herein contained shall 

operate to relieve the lessees of any land from their respective lease obligations 

for the payment of any rental or minimum royalty due under their leases. Rental 

or minimum royalty for lands of the United States subject to t h i s agreement shall 

be paid at the rate specified i n the respective leases from the United States 

unless such rental or minimum royalty i s waived, suspended or reduced by law or 

by approval of the Secretary or his duly authorized representative. 

Rentals on State of New Mexico lands subject to t h i s agreement shall be paid 

at the rates specified i n the respective leases. 

With respect to any lease on non-Federal land containing provisions which 

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

land covered thereby within the time therein specified or rentals are paid for 

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

shall, notwithstanding any other provisions of this agreement, be deemed to accrue 

and become payable during the term thereof as extended by th i s agreement and u n t i l 

the required d r i l l i n g operations are commenced upon the land covered thereby or 

u n t i l some portion of such land i s included within a participating area. 

16. CONSERVATION. Operations hereunder and production of unitized substances 

shall 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 State or Federal laws 

or regulations. 

17. DRAINAGE. The Unit Operator shall take such measures as the Supervisor 

and Camriissioner deem appropriate and adequate to prevent drainage of unitized 

substances from unitized land by wells on land not subject to this agreement. 

18. LEASES AND CONTRACTS CONFORMED ANT) Ett'ENDED. The terms, conditions and 

provisions of a l l leases, subleases and other contracts relating to exploration, 

d r i l l i n g , development or operations for o i l or gas on lands committed to this 

agreement are hereby expressly modified and amended to the extent necessary to 



make the same conform to the provisions hereof, but otherwise to remain i n f u l l 

force and effect; and the parties hereto hereby consent that the Secretary as 

to Federal leases and the Commissioner as to State leases shall and each by his 

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

tives, do hereby establish, alter, change or revoke the d r i l l i n g , producing, 

rental, minimum royalty and royalty requirements of Federal and State leases 

committed hereto and the regulations i n respect thereto.to conform said require­

ments to the provisions of th i s agreement, and, without l i m i t i n g the generality 

of the foregoing, a l l leases, subleases, and contracts are particularly modified 

in accordance with the following: 

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

the terms hereof shall be deemed f u l l performance of a l l obligations for 

development and operation with respect to each and every separately owned 

tract subject to thi s agreement, regardless of whether there i s any develop­

ment of any particular tract of the unit area. 

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

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

the benefit of each and every tract of unitized land, and no lease shall 

be deemed to expire by reason of fa i l u r e to d r i l l or produce wells situated 

on the land therein embraced. 

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

pursuant to direction or consent of the Secretary and Commissioner or their 

duly authorized representatives shall be deemed to constitute such suspen­

sion pursuant to such direction or consent as to each and every tract of 

unitized land. A suspension of d r i l l i n g or producing operations limited 

to specified lands shall be applicable only to such lands. 

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

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

United States or State of New Mexico committed to t h i s agreement, which, 

by i t s terms might expire prior to the tenmination of t h i s agreement, i s 

hereby extended beyond any such term so provided therein so that i t shall 

be continued i n f u l l force and effect for and during the term of this agree­

ment. 



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

thereof or any part of such lease which is made subject to this agreement 

shall continue i n force beyond the term provided therein u n t i l the teimina-

tion hereof. Any other Federal lease committed hereto shall continue in 

force beyond the term so provided therein or by law as to the land coirmitted 

so long as such lease remains subject hereto, provided that production i s 

had i n paying quantities under t h i s unit agreement prior to the expiration 

date of the term of such lease, or i n the event actual d r i l l i n g operations 

are commenced on unitized lands, i n accordance with the provisions of this 

agreement, prior to the end of the primary term of such lease and are being 

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

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

i n accordance with the provisions of the Mineral Leasing Act Revision of 

1960. 

( f ) Each sublease or contract relating to the operation and development 

of unitized substances from lands of the United States cannitted to t h i s 

agreement, which by i t s terms would expire prior Lo Ihe liine at which the 

underlying lease, as extended by the immediately preceding paragraph, w i l l 

expire, i s hereby extended beyond any such term so provided therein so 

that i t shall be continued i n f u l l force and effect for and during the 

term of the underlying lease as such term i s herein extended. 

(g) Any lease embracing lands of the State of New Mexico which i s made 

subject to t h i s agreement, shall continue i n force beyond the term provided 

therein as to the lands convnitted hereto u n t i l the termination hereof, 

subject to the provisions of subsection (e) of Section 2 and subsection 

( i ) of th i s Section 18. 

(h) The segregation of any Federal lease committed to th i s agreement i s 

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

of the Mineral Leasing Act, as amended by the Act of September 2, 1960 

(74 Stat. 781-784): "Any (Federal) lease heretofore or hereafter committed 

to any such (unit) plan embracing lands that are i n part within and i n part 

outside of the area covered by any such plan shall be segregated into 

separate leases as to the lands canriitted and the lands not eonmitted as 

of the effective date of unitization: Provided, however, That any such 
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lease as to the nonunitized portion shall continue in force and effect i o r 

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

segregation and so long thereafter as o i l or gas i s produced in paying-

quantities". 

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

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

committed and the portion not committed, and the provisions of such lease 

shall apply separately to such segregated portions commencing as of the 

effective date hereof; provided, however, notwithstanding any of the 

provisions of thi s agreement to the contrary any lease embracing lands of 

the State of New Mexico having only a portion of i t s lands committed hereto 

shall continue i n f u l l force and effect beyond the term provided therein as 

to a l l lands embraced i n such lease, i f o i l or gas -is discovered and i s 

capable of being produced i n paying quantities from some part of the lands 

embraced in such lease at the expiration of the secondary term of such lease; 

or i f , at the expiration of the secondary term, the lessee or Unit Operator 

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

of the lands embraced in such lease, the same, as to a l l lands embraced 

therein, shall remain i n f u l l force and effect so long as such operations 

are being d i l i g e n t l y prosecuted, and i f they result i n the production of 

o i l or gas, said lease shall continue i n f u l l force and effect as to a l l 

of the lands embraced therein, so long thereafter as o i l or gas in paying 

quantities i s being produced from any portion of said lands, 

( j ) Any lease, other than a Federal lease, having only a portion of i t s 

lands eonmitted hereto shall be segregated as to the portion eonmitted and 

the portion not eonmitted, and the provisions of such lease shall apply 

separately to such segregated portions conmencing as of the effective date 

hereof. In the event any such lease provides for a lump sum rental payment, 

such payment shall be prorated between the portions so segregated i n propor­

ti o n to the acreage of the respective tracts. 

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to 

be covenants running with the land with respect to the interest of the parties 
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hereto and their successors i n interest u n t i l this agree went terminates, and 

any grant, transfer, or conveyance of interest i n land or leases subject hereto 

shall be and hereby i s conditioned upon the assumption of a l l privileges and 

obligations hereunder by the grantee, transferee or other successor i n interest. 

No assignment or transfer of any working interest, royalty, or other interest 

subject hereto shall be binding upon Unit Operator u n t i l the f i r s t day of the 

calendar month after Unit Operator i s furnished with the o r i g i n a l , photostatic, 

or c e r t i f i e d copy of the instrument of transfer. 

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon 

approval by the Secretary and Commissioner, or their duly authorized represent­

atives and shall terminate five (5) years from said effective date unless: 

(a) such date of expiration i s extended by the Director and Comnissioner, 

or 

(b) i t i s reasonably determined prior to the expiration of the fixed term 

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

of unitized substances i n paying quantities i n the formations tested here­

under and after notice of intention to terminate the agreement on such 

ground i s given by the Unit Operator to a l l parties i n interest at their 

last known addresses, the agreement i s terrninated with the approval of the 

Supervisor and the Commissioner, or 

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

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

which event the agreement shall remain in effect for such term and so long 

as unitized substances can be produced i n quantities sufficient to pay for 

the cost of producing same from wells on unitized land within any p a r t i c i ­

pating area established hereunder and, should production cease, so long 

thereafter as diligent operations are i n progress for the restoration of 

production or discovery of new production and so long thereafter as unitized 

substances so discovered can be produced as aforesaid, or 

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

agreement may be terminated at any time by not less than 75 per centum, 

on an acreage basis, of the working interest owners signatory hereto, 

with the approval of the Supervisor and Commissioner; notice of any such 

approval to be given by the Unit Operator to a l l parties hereto. 



21. RATE OF PROSPECTING, DEVElJOPi-IENT' AND PRODUCTION. The Director i s 

hereby vested with authority to alter or modify from time to time i n his 

discretion the quantity and rate of production under this agreement when such 

quantity and rate i s not fixed pursuant to Federal or State law or does not 

conform to any statewide voluntary conservation or allocation program, which 

i s established, recognized and generally adhered to by the majority of opera­

tors i n such State, such authority being hereby limited to alteration or 

modification i n the public interest, the purpose thereof and the public interest 

to be served thereby to be stated in the order of alteration or modification. 

Without regard to the foregoing, the Director i s also hereby vested with 

authority to alter or modify from time to time i n his discretion the rate of 

prospecting and development and the quantity and rate of production under thi s 

agreement when such alteration or modification i s i n the interest of attaining 

the conservation objectives stated i n t h i s agreement and i s not i n violation 

of any applicable Federal or State law; provided, further, that no such alter­

ation or modification shall be effective as to any land of the State of 

New Mexico, as to the rate of prospecting and developing in the absence of the 

specific written approval thereof by the Coirmissioner and as to any lands of 

the State of New Mexico or privately owned lands subject to thi s agreement as 

to the quantity and rate of production i n the absence of specific written 

approval thereof by the Cor/rnission. 

Powers i n th i s section vested i n the Director shall only be exercised after 

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

days from notice. 

22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working 

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

or expiration of any rights hereunder or under any leases or contracts subject 

hereto, or to any penalty or l i a b i l i t y on account of delay or fai l u r e in whole 

or i n part to comply with any applicable provision thereof to the extent that 

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

or prevented from complying therewith by reason of fai l u r e of the Unit Operator 

to obtain in the exercise of due diligence, the concurrence of proper represent­

atives of the United States and proper representatives of the State of New Mexico 



in and about any matters or things concerning which i t is required herein that 

such concurrence be obtained. The parties hereto, including the Conmission, 

agree that a l l powers and authority vested in the Comrnission in and by any 

provisions of this agreement are vested in the Coamission and shall be exercised 

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

ject in any case to appeal or judicial review as may now or hereafter be provided 

by the laws of the State of New Mexico. 

23. APPEARANCES. Unit Operator shall, after notice to other parties affected, 

have the right to appear for and on behalf of any and a l l interests affected here­

by before the Department of the Interior, the Conmissioner of Public Lands of the 

State of New Mexico and the New Mexico Oil Conservation Conmission and to appeal 

from orders issued under the regulations of said Department, the Conmission or 

Conmissioner or to apply for relief from any of said regulations or in any proceed­

ings relative to operations before the Department of the Interior, the Commissioner, 

or Conmission, or any other legally constituted authority; provided, however, that 

any other interested party shall also have the right at his own expense to be heard 

in any such proceeding. 

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

given or rendered to the parties hereto shall be deemed fully given i f given in 

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

certified mail, addressed to such party or parties at their respective addresses 

set forth in connection with the signatures hereto or to the ratification or 

consent hereof or to such other address as any such party may have furnished in 

writing to party sending the notice, demand or statement. 

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained shall 

be construed as a waiver by any party hereto of the right to assert any legal or 

constitutional right or defense as to the validity or invalidity of any law of 

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

regulations issued thereunder in any way affecting such party, or as a waiver by 

any such party of any right beyond his or i t s authority to waive. 

26. UNAVOIDABLE DELAY. A l l obligations under this agreement requiring the 

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

unitized substances from any of the lands covered by this agreement shall be 
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suspended while the Unit Operator, despite the exercise of due care and diligence, 

i s prevented from complying with such obligations, in whole or in part, by strikes, 

acts of God, Federal, State or municipal law or agencies, unavoidable accidents, 

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

i n open market, or other matters beyond the reasonable control of the Unit Operator 

whether similar to matters herein enumerated or not. No unit obligation which is 

suspended under t h i s section shall become due less than t h i r t y (30) days after i t 

has been determined that the suspension i s no longer applicable. Determination of 

creditable "Unavoidable Delay" time shall be made by the Unit Operator subject to 

approval of the Supervisor and Conmissioner. 

27. NONDISCRIMINATION. In connection with the performance of work under thi s 

agreement, the 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), as amended, which 

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

28. LOSS OF TITLE. In the event t i t l e to any tract of unitized land shall 

f a i l and the true owner cannot be induced to j o i n i n this unit agreement, such 

tract shail be automatically regarded as not committed hereto and there shall be 

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

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

working interest or other interests subject thereto, payment or deli.very on 

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

i s f i n a l l y settled; provided, that, as to Federal and State land or leases, no 

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

but such funds of the United States shall be deposited as directed by the Super­

visor and such funds of the State of New Mexico shall be deposited as directed 

by the Conmissioner to be held as unearned money pending f i n a l settlement of the 

t i t l e dispute, and then applied as earned or returned i n accordance with such 

f i n a l settlement. 

Unit Operator as such i s relieved from any responsibility for any defect, or 

fa i l u r e of any t i t l e hereunder. 

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

interest i n a tract within the unit area f a i l s or refuses to subscribe or consent 

to t h i s agreement, the owner of the working interest in that tract may withdraw 



said tract from this agreement by written notice delivered to tho Supervisor and 

the Commissioner and the Unit Operator-prior to the approval of this agreement by 

the Supervisor and Corrmissioner. Any o i l or gas interests i n lands within the 

unit area not committed hereto prior to submission of this agreement for f i n a l 

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

subscribing or consenting to th i s agreement, and, i f the interest i s a working 

interest, by the owner of such interest also subscribing to the unit operating 

agreement. After operations are commenced hereunder, the right of subsequent 

joinder, as provided i n t h i s section, by a working interest owner i s 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 interest owner must be consented to i n writing by the 

working interest owner committed hereto and responsible for tlie payment of any 

benefits that may accrue hereunder i n behalf of such non-working interest. A 

non-working interest may not be committed to th i s unit agreement unless the 

corresponding working interest i s committed hereto. Joinder to the unit agree— 

n*3n.u i~>y a working interest owner, at any time, must be accompanied by appropriate 

joinder to the unit operating agreement, i f more than one committed working 

interest owner i s involved, i n order for the interest to be regarded as committed 

to t h i s unit agreement. Except as may otherwise herein be provided, subsequent 

joinders to t h i s agreement shall be effective as of the f i r s t day of the month 

following the f i l i n g with the Supervisor and the Commissioner of duly executed 

counterparts of a l l or any papers necessary to establish effective commitment of 

any tract to th i s agreement unless objection to such joinder is duly made within 

60 days by the Supervisor, provided, however, that as to State lands a l l subse­

quent joinders must be approved by the Commissioner. 

30. PROTECTION OF POTASH DEPOSITS. No wells w i l l be d r i l l e d for o i l or gas 

at a location on Federal lands which i n the opinion of the Supervisor or at a 

location on State lands which i n the opinion of the Commissioner would result 

i n undue waste of potash deposits or constitute a hazard to or unduly interfere 

with mining operations being conducted for the extraction of potash deposits. 

The d r i l l i n g or abandonment of any well on unitized land shall be done in 

accordance with applicable o i l and gas operating regulations, including such 

requirements as to Federal lands as may be prescribed by the Supervisor and as 
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to State lands by the Conmissioner, as necessary to prevent the i n f i l t r a t i o n of 

o i l , gas or water into formations containing potash deposits or into mines or 

workings being u t i l i z e d in the extraction of such deposits. 

Well records and survey plats that an o i l and gas lessee of Federal lands 

must f i l e pursuant to applicable operating regulations (30 CFR Part 221) shall 

be available for inspection at the Office of the Supervisor to any party holding 

a potash permit or lease on the Federal land on which the well i s situated inso­

far as such records are pertinent to the mining and protection of potash deposits. 

31. COUl̂ TEKPARTS. This agreement may be executed i n any number of counter­

parts no one of which needs to be executed by a l l parties or may be r a t i f i e d or 

consented to by separate instrument i n writing specifically referring hereto and 

shall be binding upon a l l those parties who have executed such a counterpart, 

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

parties had signed the same document and regardless of whether or not i t i s 

executed by a l l other parties owning or claiming an interest i n the lands within 

the above described unit area. 

32. SuhRELNJJFJi. Nothing i n t h i s agreement shall prohibit the exercise by 

any working interest owner of the right to surrender vested i n such party by 

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

covered thereby, provided that each party who w i l l or might acquire such working 

interest by such surrender or by forfeiture as hereafter set f o r t h , i s bound by 

the terms of t h i s agreement. 

I f as a result of any such surrender the working interest rights as to 

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

substances, said party may f o r f e i t such rights and further benefits from opera­

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

be and become the owner of such working interest. 

I f as the result of any such surrender or forfeiture working interest rights 

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

(1) Accept those working interest rights subject to this agreement and the 

unit operating agreement; or 

(2) I/case the portion of such land as i s included i n a participating area 

established hereunder subject to thi s agreement and the unit operating agreement. 

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

not then included within a participating area established hereunder. 
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I f the fee owner of the unitized substances does not accept the working 

interest rights subject to thi s agreement and the unit operating agreement 

or lease such lands as above provided within six (6) months after the surren­

dered or forfeited working interest rights become vested i n tlie fee owner, 

the benefits and obligations of operations accruing to such lands under t i l l s 

agreement and the unit operating agreement, shall be shared by the remaining 

owners of unitized working interests i n accordance with their respective 

working interest ownerships, and such owners of working'interests shall com­

pensate the fee owner of unitized substances in such lands by paying sums 

equal to the rentals, minimum royalties, and royalties applicable t o such 

lands under the lease i n effect when the lands were unitized. 

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

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

surrendered or fo r f e i t e d working interest, subsequent to the date of surrender 

or f o r f e i t u r e , and payment of any moneys found to be owing by such an account­

ing shall be made as between the parties within t h i r t y (30) days. In the 

event no unit operating agreement i s in eYi.cd-.eNr'.e and a mutual Iv accentahle 

agreement between the proper parties thereto cannot be consummated, the 

Supervisor may prescribe such reasonable and equitable agreement as he deems 

warranted under the circumstances. 

The exercise of any right vested i n a working interest owner to reassign 

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

same conditions as set forth i n t h i s section in regard to the exercise of a 

right to surrender. 

33. TAXES. The working interest owners shall render and pay for their 

account and the account of the royalty owners a l l valid taxes on or measured 

by the unitized substances i n and under or that may be produced, gathered and 

sold from the land subject to t h i s contract after the effective date of this 

agreement, or upon the proceeds or net proceeds derived therefrom. The work­

ing interest owners on each tract shall and may charge the proper proportion 

of said taxes to the royalty owners having interests i n said t r a c t , and may 

currently retain and deduct sufficient of the unitized substances or derivative 

products, or net proceeds thereof fron the allocated share of each royalty 

owner to secure reimbursement for the taxes so paid. No such taxes shal1 be 



charged to the United States or the State of New Mexico or to any lessor who 

has a contract with his lessee which requires the lessee to pay such taxes. 

34. NO PARTNERSHIP. I t is expressly agreed that the relation of the 

parties hereto is that of independent contractors and nothing in this agree­

ment contained, expressed or implied, nor any operations conducted hereunder, 

shall create or be deemed to have created a partnership or association between 

the parties hereto or any of them. 

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be 

executed and have set opposite their respective names the date of execution. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

UNION OIL COMPANY OF CALIFORNIA 

Date: mreh2Qr 1978 

Address: P, 0. flox 1100 

MAIMA. iteatt mm 

^Attorney-in-Fact 

I 
I 
I 

THE STATE OF TEXAS, 

COUNTY OF MIDLAND. 

The foregoing instrument was acknowledged before me this 2Qth day 

of ***** _ , 1978, by •JOHNJWWSBK 

Attorney-in-Fact for UNION OIL COMPANY OF CALIFORNIA, a California corporation, 

on behalf of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my o f f i c i a l 

seal 4he?day and year above written. 

<••> (Allco M. Jams) Notary Public 

>^^mtnissiop Expires: 
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CONSENT, RATIFICATION AND JOINDER OF 
LAGUNA DEEP UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

LEA COUNTY, NEW MEXICO 

(Working Interest Owner) 

KNOW ALL MEN BY THESE PRESENTS, THAT: 

WHEREAS, cert a i n instruments e n t i t l e d UNIT AGREEMENT FOR THE DEVELOPMENT 
AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO, AND UNIT 
OPERATING AGREEMENT, LAGUNA DEEP UNIT, LEA COUNTY, NEW MEXICO, have been 
executed as of the 2nd day of February, 1978, by various persons conducting 
operations with respect to the Laguna Deep Unit Area, located i n Lea County, 
New Mexico, as more p a r t i c u l a r l y described i n said Agreement; and 

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary 
li n e s of the Unit Area and the Tracts therein and, by Exhibit "B", describes 
each Tract w i t h i n the Unit Area; and 

WHEREAS, the Unit Agreement and Unit Operating Agreement each provides 
that a person may become a party thereto by signing an instrument agreeing 
to be bound by the provisions thereof; and 

WHEREAS, the undersigned (whether one or more) i s , or claims to be, the 
owner of a working i n t e r e s t i n one or more of the Tracts described i n Exhibit 
"B" of the Unit Agreement. 

NOW, THEREFORE, the undersigned (whether one or more), f o r and i n con­
sideration of the premises and the benefits anticipated to accrue under each 
of said agreements, does hereby agree to become a party to and to be bound by 
the provisions of the said Unit Agreement and said Unit Operating Agreement, 
and the undersigned does hereby agree that the parties to said agreements are 
those persons signing the o r i g i n a l s of said instruments, counterparts thereof, 
or other instruments agreeing to be bound by the provisions thereof. The 
undersigned does also hereby acknowledge receipt of a true copy of the said 
Unit Agreement and said Unit Operating Agreement. 

IN WITNESS WHEREOF, the undersigned has executed t h i s instrument on the 
date set f o r t h opposite the undersigned's signature. 

AMOCO^RODUjCTION COMPANY 

Date: CK%^JL /, /«? 7 ^ 

Address: r , Q , A r * J o f z - ATTORNEY-W-EACI 

l ^ - i ^ j y Z ^ , 1 ^ , ^ 7 7 ^ / (Working Interest OWNER) 

STATE OF jj 
COUNTY OF \ b ( I n d i v i d u a l ) 

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

My Commission expires: 
Notary Public 

STATE OF 
COUNTY OF &L<LJ^uL~> SS, (Corpora te ) 

r^'HE^e'going instrument was acknowledged before me 
fc^|p^\9 7 9 , by & M. eMcanimet 

m$74jB% ; o f 
a 

£L jstf. (Menninqzt 
t h i s % day of 

AMOCO PRODUCTION COMPANY 

My •Co^ani^^ito^^pires • 

/oofs.y^^ 

corporation, on behalf of said corporation 

Notary Public 



CONSENT, RATIFICATION AND JOINDER OF 
LAGUNA DEEP UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

LEA COUNTY, NEW MEXICO 

(Working Interest Owner) 

KNOW ALL MEN BY THESE PRESENTS, THAT: 

WHEREAS, ce r t a i n instruments e n t i t l e d UNIT AGREEMENT FOR THE DEVELOPMENT 
AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO, AND UNIT 
OPERATING AGREEMENT, LAGUNA DEEP UNIT, LEA COUNTY, NEW MEXICO, have been 
executed as of the 2nd day of February, 1978, by various persons conducting 
operations with respect t o the Laguna Deep Unit Area, located i n Lea County, 
New Mexico, as more p a r t i c u l a r l y described i n said Agreement; and 

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary 
l i n e s of the Unit Area and the Tracts therein and, by Exhibit "B", describes 
each Tract w i t h i n the Unit Area; and 

WHEREAS, the Unit Agreement and Unit Operating Agreement each provides 
that a person may become a party thereto by signing an instrument agreeing 
to be bound by the provisions thereof; and 

WHEREAS, the undersigned (whether one or more) i s , or claims to be, the 
owner of a working i n t e r e s t i n one or more of the Tracts described i n Exhibit 
"B" of the Unit Agreement. 

NOW, THEREFORE, the undersigned (whether one or more), f o r and i n con­
sid e r a t i o n of the premises and the benefits anticipated to accrue under each 
of said agreements, does hereby agree to become a party to and to be bound by 
the provisions of the said Unit Agreement and said Unit Operating Agreement, 
and the undersigned does hereby agree that the parties to said agreements are 
those persons signing the o r i g i n a l s of said instruments, counterparts thereof, 
or other instruments agreeing to be bound by the provisions thereof. The 
undersigned does also hereby acknowledge receipt of a true copy of the said 
Unit Agreement and said Unit Operating Agreement. 

IN WITNESS WHEREOF, the undersigned has executed t h i s instrument on the 
date set f o r t h opposite the undersigned's signature. 

ATLANTIC RICHFIELD COMPANY 

Date: 

Address: 

By 

"ATTORNEY I N f 'A'Clf ; 

/ 

(Working Interest OWNER) 

COUNTY OF 
STATE OF 8 

5 
SS. (I n d i v i d u a l ) 

The foregoing instrument was acknowledged before me t h i s 
, 19 , by 

day of 

My Commission expires: 
Notary Public 

DONNA CLYDE ARMS 
Notary Public in and tor Midland County, Texa» 

My Commission Expires </-tTt'f'i^ 5cr f (/ ? £ 

O 



CONSENT, RATIFICATION AND JOINDER OF 
LAGUNA DEEP UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

LEA COUNTY, NEW MEXICO 

(Working Interest Owner) 

KNOW ALL MEN BY THESE PRESENTS, THAT: 

WHEREAS, certain instruments e n t i t l e d UNIT AGREEMENT FOR THE DEVELOPMENT 
AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO, AND UNIT 
OPERATING AGREEMENT, LAGUNA DEEP UNIT, LEA COUNTY, NEW MEXICO, have been 
executed as of the 2nd day of February, 1978, by various persons conducting 
operations with respect to the Laguna Deep Unit Area, located i n Lea County, 
New Mexico, as more p a r t i c u l a r l y described i n said Agreement; and 

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary 
l i n e s of the Unit Area and the Tracts therein and, by Exhibit "B", describes 
each Tract w i t h i n the Unit Area; and 

WHEREAS, the Unit Agreement and Unit Operating Agreement each provides 
that a person may become a party thereto by signing an instrument agreeing 
to be bound by the provisions thereof; and 

WHEREAS, the undersigned (whether one or more) i s , or claims to be, the 
owner of a working i n t e r e s t i n one or more of the Tracts described i n Exhibit 
"B" of the Unit Agreement. 

NOW, THEREFORE, the undersigned (whether one or more), fo r and i n con­
sideration of the premises and the benefits anticipated to accrue under each 
of said agreements, does hereby agree to become a party to and to be bound by 
the provisions of the said Unit Agreement and said Unit Operating Agreement, 
and the undersigned does hereby agree that the parties to said agreements are 
those persons signing the o r i g i n a l s of said instruments, counterparts thereof, 
or other instruments agreeing to be bound by the provisions thereof. The 
undersigned does also hereby acknowledge receipt of a true copy of the said 
Unit Agreement and said Unit Operating Agreement. 

IN WITNESS WHEREOF, the undersigned has executed t h i s instrument on^th? 
date set f o r t h opposite the undersigned's signature. 

GULF OIL CORPORATION 

Date : By_L 

Address: P. 0. Box 1150 Attorn | y--in-#g<^: / j £ 
- Wit 

Midland, Texas 79702 

STATE OF 
COUNTY OF" SS. 

(Working $nVeres* v OWljES); 

Attest 

( I n d i v i d u a l ^ . l ' f l H 

The foregoing instrument was acknowledged before"me t h i s 
, 19 , by 

day of 

My Commission expires: 
Notary Public 

STATE OF Texas 5 «,„ 
COUNTY OF Midland il (Corpora te ) 

^ j ^ ' f o r e g o i n g instrument was acknowledged before me t h i s day of 
> . , 19 78 , by J. A. HORD ; 

^^t_^«iaj ->jfe>^t o f GULF OIL CORPORATION 
j a , ^ / 0 ^ s ^ ^ j j ^ o ^ \ c o r p o r a t i o n , on beha l f of s a id c o r p o r a t i o n , 

-. My\ Corfigii s s iofct- 'exp ires: ^ ^ J : ^ ' ^ 
\ ' ' - : '•. • ;. 2-y-~S- 7 f Notary P<(Jblic ^ 



Tract 6 

CONSENT, RATIFICATION AND JOINDER OF 
LAGUNA DEEP UNIT AGREEMENT 

LEA COUNTY, NEW MEXICO 

(Royalty and Overriding Royalty Interest Owner) 

KNOW ALL MEN BY THESE PRESENTS, THAT: 

WHEREAS, a ce r t a i n instrument e n t i t l e d UNIT AGREEMENT FOR THE DEVELOP­
MENT AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO, 
has been executed as of the 2nd day of February, 1978, by various persons 
conducting operations with respect to the Laguna Deep Unit Area, located 
i n Lea County, New Mexico, as more p a r t i c u l a r l y described i n said Agreement; 
and 

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the bound­
ary l i n e s of the Unit Area and the Tracts therein and, by Exhibit "B", 
describes each Tract w i t h i n the Unit Area; and 

WHEREAS, the Unit Agreement provides that a person may become a party 
thereto by signing an instrument agreeing to be bound by the provisions 
thereof; and 

WHEREAS, the undersigned (whether one or more) i s , or claims to be, the 
owner of a roy a l t y and/or overriding royalty i n t e r e s t i n one or more of the 
Tracts described i n Exhibit "B" of the Unit Agreement. 

NOW, THEREFORE, the undersigned (whether one or more), fo r and in con­
sideration of the premises and the benefits anticipated to accrue under said 
agreement, does hereby agree to become a party to and to be bound by the 
provisions of the said Unit Agreement, and the undersigned does hereby agree 
that the p a r t i e s to said agreement are those persons signing the o r i g i n a l s 
of said instruments, counterparts thereof, or other instruments agreeing to 
be bound by the provisions thereof. The undersigned does also hereby 
acknowledge receipt of a true copy of the said Unit Agreement. 

IN WITNESS WHEREOF, the undersigned has executed t h i s instrument on the 
date set f o r t h opposite the undersigned's signature. 

Date :___S^JL_Z_____Z_L_ 
. SH: It/It-Address: 

^ ^ ^ ^ ^ ^ ^ H 4 / ^ ^ ^ c ^ f t^UtzJ 

(Royalty or Overriding Royalty OWNER) 

STATE OF _ 
COUNTY OF 

Caltfiwwta 
ss, ( I n d i v i d u a l ) 

^^Ljhe foregoing ^strument^wa^^ackri^wledged before me t h i s m i l day of 

My Commission expire 

STATE OF 
COUNTY OF 

f Public J 

(Corporate) 

The foregoing instrument was acknowledged before me t h i s 
, 19 , by 

of 

day of 

corporation, on behalf of said corporation. 

My Commission expires: 
Notary Public 



Tract 6 

CONSENT, RATIFICATION AND JOINDER OF 
LAGUNA DEEP UNIT AGREEMENT 
LEA COUNTY, NEW MEXICO 

(Royalty and Overriding Royalty Interest Owner) 

KNOW ALL MEN BY THESE PRESENTS, THAT: 

WHEREAS, a certain instrument e n t i t l e d UNIT AGREEMENT FOR THE DEVELOP­
MENT AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO, 
has been executed as of the 2nd day of February, 1978, by various persons 
conducting operations with respect to the Laguna Deep Unit Area, located 
i n Lea County, New Mexico, as more p a r t i c u l a r l y described i n said Agreement; 
and 

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the bound­
ary l i n e s of the Unit Area and the Tracts therein and, by Exhibit "B", 
describes each Tract w i t h i n the Unit Area; and 

WHEREAS, the Unit Agreement provides that a person may become a party 
thereto by signing an instrument agreeing to be bound by the provisions 
thereof; and 

WHEREAS, the undersigned (whether one or more) i s , or claims to be, the 
owner of a royalty and/or overriding royalty i n t e r e s t i n one or more of the 
Tracts described i n Exhibit "B" of the Unit Agreement. 

NOW, THEREFORE, the undersigned (whether one or more), fo r and in con­
sideration of the premises and the benefits anticipated to accrue under said 
agreement, does hereby agree to become a party to and to be bound by the 
provisions of the said Unit Agreement, and the undersigned does hereby agree 
that the parties to said agreement are those persons signing the o r i g i n a l s 
of said instruments, counterparts thereof, or other instruments agreeing to 
be bound by the provisions thereof. The undersigned does also hereby 
acknowledge receipt of a true copy of the said Unit Agreement. 

IN WITNESS WHEREOF, the undersigned has executed t h i s instrument on the 
date set f o r t h opposite the undersigned's signature. Bank of America NT&SA as Trustee 

of th£ Charles E Strange 1976 Trust #1 
Date: April 25, 1978 Mf^/C/C^ ^—±7 

^ j tTrust Administrator 
Address: 1440 Truxtun Avenue By (,->C> f rff.i'f ; 

( j T r u s t Administrator 
Bakersf ie ld , C a l i f o r n i a 93301 ( R o y a l t y o r O v e r r i d i n g R o y a l t y OWNER) 

STATE OF jj 
COUNTY OF jj s s- ( I n d i v i d u a l ) 

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

My Commission expires: 

CORPORATE ACKNOWLEDGMENT 
State of California | 

County of Kern ] • • 
On this... .day of. , 19-7.8., before me Faje..PeI^zier > a Notary Public in 

and for said. County, personally appeared 
fSEALl .K t̂±.leerjL..Xh.Qmp.aori. 
K ' known to me to be" the Trus t . Adminis,trator 

a n d V i r^ in i a . . Var ley. , known to me to be the 
Z~^Z^^3&.M^^%^X.^%S^. of the. l i f ^ . . o f . . . k ^ f ^ % ^ 3 ! ^ L k , 

the Corporation that executed the within instrument, and also known to me to be the person..?, 
who executed the within instrument, on behalf of the Corporation herein named, and acknowl­
edged to me that such Corporation executed the same, and further acknowledged to me that 
such Corporation executed the within instrument pursuant to its by-laws or a resolution of its 
Board of Directors. 

[ITNESS my hand and official seal. z ^ 7 " 

^J^^C^C^'^^^ 
itary Public in and for said Kern.. County and State. 

August 4 JG80 

OFFICIAL SEAL 
FAYE DE LOZIER 

NOTARY PUBLIC - CALIFORNIA 

KERN COUNTY 

My comm. expires AVG 4, 1' rommissinn exmres 



Tract 3 

CONSENT, RATIFICATION AND JOINDER OF 
LAGUNA DEEP UNIT AGREEMENT 

LEA COUNTY, NEW MEXICO 

(Royalty and Overriding Royalty Interest Owner) 

KNOW ALL MEN BY THESE PRESENTS, THAT: 

WHEREAS, a cert a i n instrument e n t i t l e d UNIT AGREEMENT FOR THE DEVELOP­
MENT AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO, 
has been executed as of the 2nd day of February, 1978, by various persons 
conducting operations with respect to the Laguna Deep Unit Area, located 
i n Lea County, New Mexico, as more p a r t i c u l a r l y described i n said Agreement; 
and 

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the bound­
ary l i n e s of the Unit Area and the Tracts therein and, by Exhibit "B", 
describes each Tract w i t h i n the Unit Area; and 

WHEREAS, the Unit Agreement provides that a person may become a party 
thereto by signing an instrument agreeing to be bound by the provisions 
thereof; and 

WHEREAS, the undersigned (whether one or more) i s , or claims to be, the 
owner of a roy a l t y and/or overriding royalty i n t e r e s t i n one or more of the 
Tracts described i n Exhibit "B" of the Unit Agreement. 

NOW, THEREFORE, the undersigned (whether one or more), fo r and i n con­
sideration of the premises and the benefits anticipated to accrue under said 
agreement, does hereby agree to become a party to and to be bound by the 
provisions of the said Unit Agreement, and the undersigned does hereby agree 
that the p a r t i e s to said agreement are those persons signing the o r i g i n a l s 
of said instruments, counterparts thereof, or other instruments agreeing to 
be bound by the provisions thereof. The undersigned does also hereby 
acknowledge receipt of a true copy of the said Unit Agreement. 

IN WITNESS WHEREOF, the undersigned has executed t h i s instrument on the 
date set f o r t h opposite the undersigned's signature. 

Date: April 27, 1978 _ -j^C^-^g-gJ> -» ^ V ( f ^ l ^ j T ^ ^ / (JDC) 

Address: 5790 E. Fair Avenue 

Englewood, Colorado 80110 (Royalty or Overriding Royalty OWNER) 

STATE OF COLORADO jj 
COUNTY OF • jagNVER jj b b* ( I n d i v i d u a l ) 

^ _ i e fore'g&iftg instrument was acknowle 
,^i_QTA/?}v.V3,oA ; 7 8 } b y James D. Craig an 

dged before me t h i s 27 day of 
Craig and Wanda S. r.ra-jg • 

- ' W ^ f * P & % j ' * y : ' R o t a r y P u b l i c 
nf <•.';•••. 

STATE OF jj 
COUNTY OF jj 5 (Corporate) 

The foregoing instrument was acknowledged before me t h i s day of 
, 19__ , by , 

of 
a corporation, on behalf of said corporation. 

My Commission expires: 
Notary Public 



Tract 2 

CONSENT, RATIFICATION AND JOINDER OF 
LAGUNA DEEP UNIT AGREEMENT 

LEA COUNTY, NEW MEXICO 

(Royalty and Overriding Royalty Interest Owner) 

KNOW ALL MEN BY THESE PRESENTS, THAT: 

WHEREAS, a ce r t a i n instrument e n t i t l e d UNIT AGREEMENT FOR THE DEVELOP­
MENT AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO, 
has been executed as of the 2nd day of February, 1978, by various persons 
conducting operations with respect to the Laguna Deep Unit Area, located 
i n Lea County, New Mexico, as more p a r t i c u l a r l y described i n said Agreement; 
and 

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the bound­
ary l i n e s of the Unit Area and the Tracts therein and, by Exhibit "B", 
describes each Tract w i t h i n the Unit Area; and 

WHEREAS, the Unit Agreement provides that a person may become a party 
thereto by signing an instrument agreeing to be bound by the provisions 
thereof; and 

WHEREAS, the undersigned (whether one or more) i s , or claims to be, the 
owner of a roy a l t y and/or overriding r o y a l t y i n t e r e s t i n one or more of the 
Tracts described i n Exhibit "B" of the Unit Agreement. 

NOW, THEREFORE, the undersigned (whether one or more), fo r and in con­
sideration of the premises and the benefits anticipated t o accrue under said 
agreement, does hereby agree to become a party to and to be bound by the 
provisions of the said Unit Agreement, and the undersigned does hereby agree 
that the p a r t i e s to said agreement are those persons signing the o r i g i n a l s 
of said instruments, counterparts thereof, or other instruments agreeing to 
be bound by the provisions thereof. The undersigned does also hereby 
acknowledge receipt of a true copy of the said Unit Agreement. 

IN WITNESS WHEREOF, the undersign 
date set f o r t h opposite the undersig 

D a t e : A p r i l 13. 1978 

Addres s : 90 Lamber t Road 

New Canaan, Conn. 06840 

execute, 
ature. 

STATE OF V)<2.;> ̂ peV-
COUNTY OF ^oC\^-

e nt on the 

a l t y or Overriding Royalty OWNER) 

5 ss. ( I n d i v i d u a l ) 

The foregoing instrument was acknowledged before me t h i s , ^ 3 ^ day p'f 
r W A - 19 ~ n > by l \ t \ \ \m \ *Q\OL. Tr . • <TDPP <V . 

My Commission expires: 
Notary Public 

'616\ ••3 r> V 

STATE OF 
COUNTY OF" II SS. (Corporate) 

The foregoing instrument was acknowledged before me t h i s 
, 19 , by 

of 

day of 

corporation, on behalf of said corporation. 

My Commission expires 
Notary Public 



Tract $ 

CONSENT, RATIFICATION AND JOINDER OF 
LAGUNA DEEP UNIT AGREEMENT 

LEA COUNTY, NEW MEXICO 

(Royalty and Overriding Royalty Interest Owner) 

KNOW ALL MEN BY THESE PRESENTS, THAT: 

WHEREAS, a certain instrument e n t i t l e d UNIT AGREEMENT FOR THE DEVELOP­
MENT AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO, 
has been executed as of the 2nd day of February, 1978, by various persons 
conducting operations with respect to the Laguna Deep Unit Area, located 
i n Lea County, New Mexico, as more p a r t i c u l a r l y described i n said Agreement; 
and 

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the bound­
ary l i n e s of the Unit Area and the Tracts therein and, by Exhibit "B", 
describes each Tract w i t h i n the Unit Area; and 

WHEREAS, the Unit Agreement provides that a person may become a party 
thereto by signing an instrument agreeing to be bound by the provisions 
thereof; and 

WHEREAS, the undersigned (whether one or more) i s , or claims to be, the 
owner of a royalty and/or overriding r o y a l t y i n t e r e s t i n one or more of the 
Tracts described i n Exhibit "B" of the Unit Agreement. 

NOW, THEREFORE, the undersigned (whether one or more), for and in con­
sideration of the premises and the benefits anticipated t o accrue under said 
agreement, does hereby agree to become a party to and to be bound by the 
provisions of the said Unit Agreement, and the undersigned does hereby agree 
that the parties to said agreement are those persons signing the o r i g i n a l s 
of said instruments, counterparts thereof, or other instruments agreeing to 
be bound by the provisions thereof. The undersigned does also hereby 
acknowledge receipt of a true copy of the said Unit Agreement. 

IN WITNESS WHEREOF, the undersigned has executed t h i s instrument on the 
date set f o r t h opposite the undersigned-^s, signature. -

V l l 1978 I ^ J T O G ' I I C X J ^ Date:_ 

Address : m * 7 Fidelity Plaza 

Okla. City. Oklahoma 73109 (Roya l ty or O v e r r i d i n g Roya l ty OWNER) 

STATE OF Oklahoma & oa 
COUNTY OF n ^ ^ m a 0 & b * ( I n d i v i d u a l ) 

The. f o r e g o i n g ins t rument was acknowledged b e f o r e me t h i s 1 l t n day o f 
A p r i l 19 T—' b Y Georgeanne Nilsen and Carl A.Nilspn • 

My Commission e x p i r e s : , ^ 'X-<'-ev.._ vV/<r-z><_^V-
' Notary P u b l i c 

SS, 

STATE OP 

COUNTY o p 

The f o r 

(Corpora te ) 

-layered be fo re me t h i s 
JVewMex 

day o f 

M y c — i s s i o n E x p i r e s . 
• »*>. l y " ^ W e d g e d 



Tract 6 

CONSENT, RATIFICATION AND JOINDER OF 
LAGUNA DEEP UNIT AGREEMENT 

LEA COUNTY, NEW MEXICO 

(Royalty and Overriding Royalty Interest Owner) 

KNOW ALL MEN BY THESE PRESENTS, THAT: 

WHEREAS, a ce r t a i n instrument e n t i t l e d UNIT AGREEMENT FOR THE DEVELOP­
MENT AND OPERATION OF THE LAGUNA DEEP UNIT AREA, LEA COUNTY, NEW MEXICO, 
has been executed as of the 2nd day of February, 1978, by various persons 
conducting operations with respect to the Laguna Deep Unit Area, located 
i n Lea County, New Mexico, as more p a r t i c u l a r l y described i n said Agreement; 
and 

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the bound­
ary l i n e s of the Unit Area and the Tracts therein and, by Exhibit "B", 
describes each Tract w i t h i n the Unit Area; and 

WHEREAS, the Unit Agreement provides that a person may become a party 
thereto by signing an instrument agreeing to be bound by the provisions 
thereof; and 

WHEREAS, the undersigned (whether one or more) i s , or claims to be, the 
owner of a ro y a l t y and/or overriding r o y a l t y i n t e r e s t i n one or more of the 
Tracts described i n Exhibit "B" of the Unit Agreement. 

NOW, THEREFORE, the undersigned (whether one or more), fo r and i n con­
si d e r a t i o n of the premises and the benefits anticipated t o accrue under said 
agreement, does hereby agree to become a party to and to be bound by the 
provisions of the said Unit Agreement, and the undersigned does hereby agree 
that the p a r t i e s to said agreement are those persons signing the o r i g i n a l s 
of said instruments, counterparts thereof, or other instruments agreeing to 
be bound by the provisions thereof. The undersigned does also hereby 
acknowledge receipt of a true copy of the said Unit Agreement. 

IN WITNESS WHEREOF, the undersigned has executed t h i s instrument on the 
date set f o r t h opposite the undersigned's signature. 

Date: April 10th. 1978 

Address P.O. Box ftl 

Blktrtfltiri. CA 9130? (Royalty or Overriding Roy 

STATE OF 
COUNTY OF" California 5 SS. (Individual) 

The foregoing instrument was acknowledged before me this day of 
-Ap»41 ' 19-WU> by C. E. Strang* tad Sharrla R. Strang* 

^fj^t^nageT' It 
My Commission expiras87:-

STATE OF _ 
COUNTY OF 5 SS. 

ary Public 

(Corporate) 

The foregoing instrument was acknowledged before me t h i s 
, 19 , by 

of 

day of 

corporation, on behalf of said corporation. 

My Commission expires: 
Notary Public 
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% O I L C O N S E R V A T I O N C O M M I S S I O N 

%J%r^0' STATE OF NEW MEXICO 
* ' J i * * ̂  P. 0. BOX 2088 - SANTA FE fXk 87S0I 

DIRECTOR LAND COMMISSIONER STATE GEOLOGIST 

JOE D. RAMEY PHIL R. LUCERO EMERY C. ARNOLD 
A p r i l 4, 1978 

Re: CASE NO. 619? 
Mr. Sumner Buell ORDER NO. R-5686. 
Jasper Se Buell 
Attorneys at Law 
Post Office Box 1626 Applicant: 
Santa Fe, New Mexico 

Union Oil Company of 
California 

Dear Sir: 

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

/JOE D. RAMEY 
(^/Director 

JDR/fd 

Copy of order also sent to: 

Hobbs OCC x 
Artesia OCC x 
Aztec OCC 

Other 



U N I T E D S T A T E S 

D E P A R T M E N T O F T H E I N T E R I O R 

GEOLOGICAL SURVEY 
FEDERAL CENTER. DENVER. COLORADO 80225 

JAN 31 1978 

Union 011 Coepeey of California 
Attention: »r. Robert V. Lockhart 
P. 0, Sox 207* 
Wldland* Ttus 79791 

Cteatlesatii; 

four applicative of Seceeeer S3. 1977, filed with th* Assistant Art* 
011 and Gas Supervisor, R**v*11, Mav Mexico, requests th* 4*s1fRat1«i 
of th* Lagan* Oeepje^t, ea*f**t»g 2,558.04 tcras. nor* or less, 1n 
Laa Coast?, Naw Mexico, as logically subject to exploration tad 
devel apnea* sneer the ueltlzatla* previsions af tha Mineral Leasing 
Act* as Aaendad. 

Pursuant to unit plan regulat1**s 30 CFR U 6 t th* land revested as 
outlined on yewr plot «rk*a* *&Mh1t 'A** Prop***! Laguna Oecp Un1f 
1s hereby das1gaatad as a logical wait area. 

Tha im1t agrtaawot aatartttoi fvt tba araa designated should provide 
for a well to teat the Sllwriae or te a depth of 14,COO foat. Your 
proposed use af the Pen of Agreeeaut for Unproved Areas, sodlflad 
as shorn in yew appHcatlea, will be accepted, pro vl dad U 1s further 
Modified t* include appropriate laagwag* for fae lands. 

If conditions ere tee* that farther modification of said standard for® 
1s daenad necessary. tM copies of the proposed modifications with 
appropriate justification east be submitted to this office through tha 
011 and 6as Sttpervlser for prel1»1nary approval. 

In tha absence of any other type of laad reeetHag special provisions or 
of aoy ejections not sew apparent, a duly executed agraosioiit Identical 
with sale* form, aodlfled as oetlined above, will he approved 1f s«b-
nltted fe approvable statas within a reasonable period of tiwe. However, 
notice 1s haraby give* that the right 1s reserved to deny approval of 
any execute*4 ayaaaanl a*harttt*d which 1» ear opinion, does aet have 
the full eewltawitt of seftteiestt lands to afford affective control of 
operations l» the ttelt area. 

IN R E P L Y R E F E R T O : 

1 . o r 



2 
When the executed agrneant 1s transmitted to Roswell» New Mexico for 
the Supervisor** approval, Include the latest status ef all acreage. 
In prapaiifjeief Exhibits and MB% follow closely the fOruat of 
tha saaple exhibits attached to the 1968 reprint of the aforementioned 
form. 

Inasmuch as this agreeaoet Involves State lands, we are sending a 
copy of the letter to the Cesnlssiener of Public Lands. Please 
contact the State of Nasi Mexico before soliciting joinders regardless 
of prior contacts or clearance froa the State. 

Sincerely yours, 

, y / 

Conservation Manager 
For the D1rector 

Enclosure 

cc: 
Com. Public Lands, Santa Fe 
NMOCC, Santa Fe>- ^ 



Union Oil and Gas Division: Central Region 

Union Oil Company of California 
500 North Marienfeld, Midland, Texas 79701 
P.O. Box 671, Midland, Texas 79702 
Telephone (915) 682-9731 

uni®n 
Wayne W. Strong 
District Land Manager 
Midland District February 28, 1986 

Oil Conservation Division 
Energy and Minerals Division 
P.O. Box 2088 

Santa Fe, New Mexico 87501 

ATTN: Dick Stamets, Director 

1986 Plan of Development 
Laguna Deep Unit 
Lea County, New Mexico 
Laguna Prospect (7729) 

Dear Mr. Staments: 

Please find enclosed two (2) copies of Union's 1986 Plan of Development and 
Operation for the Laguna Deep Unit. We respectfully request your approval 
of same. 

Yours truly, 

UNION OIL COMPANY OF CALIFORNIA 
i 

La r r y Mujrphy 
Landman-^ 

4rphy j 

LM 
Ends. 



1986 Plan of Development and Operation 
for 

Laguna Deep Unit Area 
Lea County, Mew Mexico 

Oil conservation Division 
Energy and Minerals Division 
P.O. "Box 2088 
Santa Fe, New Mexico 87501 
ATTN: Dick Stamets, Director 

UNION OIL COMPANY OF CALIFORNIA, as Unit Operator f o r the Laguna 
Deep Unit Area, pursuant to the provisions of Section 10 of the Unit 
Agreement f o r Development and Operation of the Laguna Deep Unit Area, 
dated June 22, 1978, (No. 14-08-0001-16905), res p e c t f u l l y submits f o r 
approval t h i s 1986 Plan of Development and Operation f o r the Laguna 
Deep Unit Area. This plan i s f o r the period ending December 31, 1986. 

Summary of 1985 Operations; 

No new wells were d r i l l e d i n the Unit i n 1985. Well No. 1, A Lower 
Morrow Producer, produced 227 MMCF and 13,800 BC i n 1985 and i s 
currently producing 584 MCFPD and 42 BCPB. Well No. 2, A Middle 
Morrow Producer, produced 80 MMCF and 1430 BC i n 1985 and i s currently 
338 MCFPD and 5 BCPD. Well No. 3, which had been i d l e i n 1984 
was recompleted i n February, 1985. The Lower Morrow was abandoned 
and the Middle Morrow recompleted producing 220 MMCF and 34,500 B0 
for the year, and i s currently producing 99 BO and 746 MCFPD. 

Plan of Development and Operations for 1986: 

Union has no plans to d r i l l any new wells i n the Unit i n 1986. 

This plan may be modified or supplemented from time to time with the 
approval needed, when necessary to meet changed conditions or to protect 
the i n t e r e s t of a l l parties to the Unit Agreement. 

Very t r u l y yours, 

D i s t r i c t Land Manager 
WWS:bh 

Submitted t h i s 28th day of February,19 86 



1986 Plan of Development and Operation 
for 

Laguna Deep Unit Area 
Lea County, New Mexico 

•j] Conservation Division 
Energy and Minerals Division 
P.O. Box 2088 
Santa Fe, New Mexico 87501 
ATTN: Dick Stamets, Director 

UNION OIL COMPANY OF CALIFORNIA, as Unit Operator f o r the Laguna 
Deep Unit Area, pursuant to the provisions of Section 10 of the Unit 
Agreement f o r Development and Operation of the Laguna Deep Unit Area, 
dated June 22, 1978, (No. 14-08-0001-16905), re s p e c t f u l l y submits f o r 
approval t h i s 1986 Plan of Development and Operation f o r the Laguna 
Deep Unit Area. This plan i s f o r the period ending December 31, 1986. 

Summary of 1985 Operations: 

No new wells were d r i l l e d i n the Unit i n 1985. Well No. 1, A Lower 
Morrow Producer, produced 227 MMCF and 13,800 BC i n 1985 and i s 
currently producing 584 MCFPD and 42 BCPB. Well No. 2, A Middle 
Morrow Producer, produced 80 MMCF and 1430 BC i n 1985 and i s currently 
338 MCFPD and 5 BCPD. Well No. 3, which had been i d l e i n 1984 
was recompleted i n February, 1985. The Lower Morrow was abandoned 
and the Middle Morrow recompleted producing 220 MMCF and 34,500 BO 
for the year, and i s currently producing 99 BO and 746 MCFPD. 

Plan of Development and Operations f o r 1986: 

Union has no plans to d r i l l any new wells i n the Unit i n 1986. 

This plan may be modified or supplemented from time to time with the 
approval needed, when necessary to meet changed conditions or to protect 
the i n t e r e s t of a l l parties t o the Unit Agreement. 

Very t r u l y yours, 

Wayne/W. Strong 
D i s t r i c t Land Manager 

WWS:bh 

Submitted t h i s 28th day of February,19 86 



50 YEARS 

TONEV ANAYA 
G O V E R N O R 

S T A T E O F N E W M E X I C O 

i N E R G Y AND M I N E R A L S D E P A R T M E N T 
O I L C O N S E R V A T I O N D I V I S I O N 

March 18, 1986 
1935 - 1985 

P O S T O F F I C E B O X 2088 

S T A T E L A N D O F F I C E B U I L D I N G 

S A N T A F E . N E W M E X I C O 87501 

(505) 827-5800 

Union O i l and Gas 
P. 0. Box 671 
Midland, Texas 79702 

Att e n t i o n : Larry Murphy-
Re: 1986 Plan of Development 

Laguna Deep Unit 
Lea County, New Mexico 
Laguna Prospect (7729) 

Gentlemen: 

The above-referenced submittal has been approved by the 
New Mexico O i l Conservation D i v i s i o n e f f e c t i v e t h i s date. 
Such approval i s contingent upon l i k e approval by the New 
Mexico Commissioner of Public Lands and the Bureau of 
Land Management. 

Senior Petroleum Geologist 

REJ/dr 

cc: Commissioner of Public Lands - Santa Fe 
Bureau of Land Management - Albuquerque 
OCD D i s t r i c t Office - Hobbs 



IN REPLY REFER TO 

United States Department of the Interior 
BUREAU OF LAND MANAGEMENT 

^ I 3 9 7 . R O 8 W e I I i N e w M e i I c i > i 8 8 2 0 r 

- • i 1 

14-08-0001-16f05 'n,no,.
 : \ 

3180 (065) \\ ]̂,AR 2 « 198t> 

n • A O r # r n * < M A R 2 5 1 9 8 6 
Union Oil Company of California 
Attention: Hr. Wayne W. Strong 
500 North Marienfeld 
Midland, Texas 79701 

Re; 1986 Plan of Development 
Laguna Deep Unit 
Lea County, New Mexico 

Gentlemen: 

Wa are in receipt of your lette r dated February 28, 1986 which describes your 
1986 Plan of Development for the Laguna Deep Unit, Lea County, New Mexico. 

Such plan proposes no further d r i l l i n g operations. 

This plan is approved effective for the period January 1, 1986 through January 
1, 1987 and is subject to like approval by the Commissioner of Public Lands 
and the New Mexico Oil Conservation Division. 

Sincerely, 

OHg. Sgd. DavM L. Mar-

FQR Francis R. Cherry, Jr. 
District Manager 

t/Commissioner of Public Lands, Santa Fe 



State cf New Mexico 

JIM BACA 
COMMISSIONER 

Commissioner of Rtbkc Lancls 

March 1 1, 1986 

Union O i l Company of C a l i f o r n i a 
P. •. Box 671 
M i d l a n d , Texas 79702 

P.O.BOX 11*8 
SANTA FE, NEW MEXICO 87504-1148 
Express Hail Delivery Uses 

310 Old Santa Fe Trail 

Santa Fe, New Mexico 87501 

Re: 1986 Plan of Development 
Laguna Deep U n i t 
Lea County, New Mexico 

ATTENTION: Mr. L a r r y Murphy 

Gentlemen: 

The Commissioner of P u b l i c Lands has t h i s d a t e approved your 
1986 P l a n of Development f o r t h e Laguna Deep U n i t Area, Lea 
County, New Mexico. Such p l a n c a l l s f o r no new w e l l s t o be 
d r i l l e d d u r i n g 1986. 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 
t h e New Mexico O i l C o n s e r v a t i o n D i v i s i o n and t h e Bureau of Land 
Management. 

In f u t u r e P l a n s of Developments p l e a s e s u b m i t a u p - t o - d a t e 
map of t h e u n i t a rea showing a l l w e l l s and t h e i r z o n e(s) of 
c o m p l e t i o n . I n a d d i t i o n , p l e a s e a l s o f u r n i s h a summary f c r each 
w e l l by month f o r t h e l a s t t w e l v e month p e r i o d . 

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 a l l 
an us. Enclosed i s an approved copy f o r your f i l e s . 

Very t r u l y y o u r s , 

JIM BACA 
COMMISSIONER OF PUBLIC LANDS 

BY: 
FLOYD 0. PRANDO, D i r e c t o r 
O i l and Gas D i v i s i o n 
AC 505/827-5744 

JB/FOP/pm 
e n c l s . 
cc: OCD-Santa Fe, New Mexico 

BLM-A1buquerque, New Mexico A t t n : F l u i d s Branch 
BLM-Roswell, New Mexico A t t n : Mr. Armando Lopez 


