
In the matter of the application of Continental Oil Company for an 

order approving the unit agreement of the Texas Hill Unit Area, 

Eddy County, Mew Atexico, comprising 13,800.43 acres more or less, 

situated in Townships 21, 22 and 23 south, Range 21 east, N.M.P.M. 

end in accordance with plat attached to said application. 

GIVEN under the seal of the Oil Conservation Coasnission of New 

?4exico, at Santa Fe, New Mexico, on October 27, 1950. 

STATE OF MEW MEXICO 
OIL CONSERVATION COMMISSION 

/s/ R. R. Spurrier 
R, R. SPURRIER, SECRETARY 

BEFORE: 

Hon. Guy Shepard, Member and Acting Chairman 

Hon. R. R. Spurrier, Member and Secretary 

REGISTERs 
vv. K. Byrom 
Hobbs, New Mexico 
Nolen and Byrom 

B. H. Nolen 
Hobbs, New Mexico 
Nolen and Byron 

B. R. Carney 
Tulsa, Oklahooa 
Warren Petroleum Company 

Booth Kellough 
Tulsa, Oklahoma 
.fnerada Petroleum Corporation 

S. J. Forester 
Tulsa, Oklahoma 
Sinclair Oil and Ĝ s Company 
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Cecil R. Buckles 
Tulsa, Oklahoma 
Sinclair Oil and Gas Company 

5. J. Fraser 
Tulsa, Oklahoma 
Sinclair Oil and Gas Coapany 
M. L. Patterson 
Odessa, Texas 
Phillips Petroleum Company 

Scott R. Brown 
Farmington, New Mexico 
vMstern National Gas Company 

F. Hollis 
Midland, Texas 
El Paso Natural Gas Company 

Elvis R. Utz 
Scnta Fe, New Mexico 
New Mexico Oil Conservation Commission 

H. W. McDody 
Dallas, Texas 
Southern Union Gas Coapany 

£. 8. Clark 
Wichita, Kansas 
Clark and Christie 

Quilman B. Davis 
Dallas, Texas 
Southern Union Gas Company 

Joe L i l l y 
Farmington, New Mexico 
Southern Union Gas Company 

C. D. Borland 
iiobbs, Mew Mexico 
Gulf Oil Corporation 

E. E. Merkt, Jr. 
Ft. Worth, Texas 
Gulf Oil Corporation 

Murray C. Moffatt 
Ft. Worth, Texas 
Gulf Oil Corporation 
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Glenn Staley 
Hobbs, Hew Mexico 
New Mexico Engineering Commission 

Forrest B. Miller 
Santa Fe, New Mexico 

T. H. McElvain 
Smta Fe, New Mexico 

Lloyd Holsapple 
Ft. Worth, Texas 
Sinclair Oil and Gas Company 

G. H. Gray 
Midland, Texas 
Sinclair Oil and Gas Company 

R. S. Slyam 
Hobbs, New Mexico 
New Mexico Oil Conservation Coaaission 

G. E. Kendrick 
Jal, New Mexico 
El Paso Natural Gas Company 

C. L. Perkins 
El Paso, Texas 

E. Taylor /rastrong 
Dallas, Texas 
James D. Hancock and Coapany, Ltd. 
British American Oil Production Company 

Paul S. Johnston 
Hobbs, New Mexico 
Texas Pacific Coal and Oil Company 

Raymond Lamb 
xtesia, New Mexico 
Wilson Oil Company 

R. E. Murphy 
Roswell, New Mexico 
Magnolia Petroleum Company 

Lewis H. Bond, Jr. 
Ft. Worth, Texas 
Stunolind Oil and Gas Coapany 
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J. O. Seth 
Santa Fe, New Mexico 
Stanelind Oil and Gas Company 

C. F. Bedford 
Fort Worth, Texas 
Stanolind Oil and Gas Company 

O. Seth 
Santa Fe, New Mexico 
Stanolind Oil and Gas Company 

/lex Clarke, Jr. 
Ft. Worth, Texas 
Stanolind Oil and Gas Company 

Roy Yarbrough 
Hobbs, New Mexico 
New Mexico Oil Conservation Commission 

R. S. Dewey 
Midland,Texas 
Humble Petroleum and Refining Company 

w. £. Hubbard 
Houston, Texas 
Humble Petroleum and Refining Company 

Payton Howard 
Midland, Texas 
Shell Oil Company 

F. C. Brown 
Houston, Texas 
Shell Oil Coapany 

M. T. Smith 
Midland, Texas 
Shell Oil Company 

R. £. Roehl 
Midland, Texas 
Cities Service Oil Company 
R. L. Denton 
Midiand,Texas 
Magnolia Petroleum Coapany 

Frank R. Loveing 
Hobbs, New Mexico 
Shell Oil Company 
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B. L. Ryan 
Midland, Texss 
Shell Oil Company 

R. E. Canfield 
Roswell, New Mexico 
U. S. Geological Survey 

Foster Morrell 
s w© X X 

U. S. GeologicalSurvey 

H. L. Johnston 
Ft. Worth, Texas 
Continental Oil Company 

E. L. Shafer 
Hobbs, New Mexico 
Continental Oil Company 

Homer Daily 
Midland, Texas 
Continental Oil .Company 

W. Baxter Boyd 
Ft. Worth, Texas 
Continental Oil Company 

T. M. CatJy 
Ft. Worth, Texas 
Continental Oil Company 

Thomas Steels 
Hobbs, New Mexico 
Ohio ffiil Company 

G. L. Shoemaker 
Midland, Texas 
Stanolind Oil Company 

John Gould 
Sundown, Texas 
Honolulu Oil Corporation. 
Charles W. Sternberg 
Denver, Colorado 
Sunray Oil Corporation 

Manual A. Sanchez 
Santa Fe, New Mexico 
Delhi Oil Corporation 
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Robert Miss 
Dallas, Texas 
Delhi and Blaco Company 

W. Clifford Smith 
Dallas, Texas 
Delhi Oil Corporation 
Frank C. Barnes 
Santa Fe, New Mexico 
New Mexico Oil Conservation Commission 

E. E, Kinney 
Artesia, New Mexico 
New Mexico Bureau of Mines 

George Graham 
Santa Fe, New Mexico 
New Mexico Oil Conservation Commission 

Dan McCormick 
Carlsbad, New Mexico 
New Mexico Oil Conservation Commission 

A. R, Greer 
.Aztec, New Mexico 

New Mexico Oil Conservation Commission 

Hiram Daw 
Roswell, New Mexico 
J. H, Crocker 
Tulsa, Oklahoma 

G, T. Hanners 
Lovington, 
New Mexico 

- o -
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RECAPITULATION 

Federal Land Acres 
State Land Acres 

Fee or Privately 
Owned Land Acres 

Total Number of Acres 
in the Texas Hill Unit Acres 

TEXAS HILLS UNIT AREA 
EDDY CO., NEW MEXICO 

Scale l"=4000' 
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Unit Boundaries 
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LAW OFFICES 

HERVEY, DOW & HINKLE 
J . M . H E R V E Y 

H I R A M M . D O W R O S W E L L , N E W M E X I C O 
C L A R E N C E E. H I N K L E 

W. E . B O N D U R A N T , J R . 

G E O R G E H • H U N K E R , J R . October 3, 1950 /•.//••••-'' /•'/' 
W I L U A M C S C H A U E R 

New Mexico Oil Conservation Commission • 
Santa Fe, New Mexico 

Re; Texas Hill Unit Agreement. \ 

Gentlemen: 

V.re hand you herewith i n t r i p l i c a t e Application 
of the Continental Oil Company for Approval of the Texas 
H i l l Unit Area, Eddy Coun.ty, Nev/ Mexico. You w i l l also 
f i n d enclosed three mimeographed copies of the proposed 
Unit Agreement. 

I ••'ox:Id appreciate your giving notice of a public 
hearing i n connection with this matter to be held at your 
earliest convenience. Pease send us a copy of the notice 
advising of the date set for the hearing. 

e are f i l i n g a similar application for approval 
of the Agreement by the Commissioner of Public Lands. 

Yours very t r u l y , 

HERVEY, DO' & HINKLE 

CEH/rnn 
Ends. 



APPLICATION FOR DESIGNATION OF UNIT AREA TO BE 
KNOWN AS THE TEXAS HILL UNIT, 

EDDY COUNTY, NEW MEXICO 

P. 0. Box 12U9 
Houston 1, Texas 
September 19, I9I+9 

To Mr. Foster Morrell, Supervisor 
Oil and Oas Operations 
United States Geological Survey 
P. 0. Box 997 
Rosvell, Nev Mexico 

Standard Oil Company of Texas and the federal leasees 

consenting hereto hereby make application for designation by the 

Director of the area of land hereinafter described as logically 

subject to development under a unit or cooperative agreement and 

for determination of the depth of a test veil to be drilled thereon. 

I t is proposed that the unit consist of the follovlng described 

tracts of land located in Townshipa 21, 22, and 23 South, Range 21 

Bast, Eddy County, Nev Mexico: 

TOWNSHIP 21 SOUTH. RANGE 21 EAST 

sw/4 SEA & sw/4 29; E/2 S E A 30; 
E/2 E/2 31; a l l 32; SWA HW/4, SW/4 

& swA SEA 33. 
TOWNSHIP 22 SOUTH. BANQE 21 BAST 

SWA HW/4, SW/4 & SWA SB A 3; a l l 
of 4 & 5, K/2 E/2 6; NBA HEA 7; 
a l l of 8 & 9; s/2, s/2 N / 2 , N/2 NWA 
& NWA MS A 10; W/2 SW/4 U ; w/2, 
W/2 SE/4 & SBA SBA 14; a l l of 15 & 
16; E / 2 , B/2 NW/4 & HE/4 Sw/4 17; 
HE A NE/4 20; N/2, HE A SWA & SEA 21; 
a l l of 22 & 23; W/2 NW/4, SS/k HW/4, 
SW/4 & W/2 SEA 24; a l l of 25 & 26; 
H/2 N/2 & S/2 HE A 27; a l l 35; w/2, w/2 
E/2 & HE A *E A 36. 

TOWNSHIP 23 SOUTH. RANGE 21 BAST 

W/2, W/2 HE A. HW/4 SEA 1; a l l of 2; 
H-3/4 11; HW/4 & HW/4 SW/4 12. 

The total unit area comprises 14,400 acres of land, more or less, 

and is indicated on the attached map marked Exhibit "B". 



Mr. Foster Morrell 
Page 2 

Recommended location: 660' FS&EL Section 5, Township 22 South, 

Range 21 East. 

Proposed Depth of Test Well: 8200 feet or to such lesser depth 

at which (a) at least 500 feet of the Ellenburger Formation shall 

have been penetrated, or (b) oil or gas in paying quantities shall 

be encountered, or (c) Igneous rock is encountered making further 

drilling Impracticable. 

Geologic Information: Test is located on the north dome of the 

Texas Hill anticline as determined by detailed surface mapping by 

the Standard Oil Company of Texas. Geological report is attached 

marked Exhibit "A". 

Respectfully submitted, 

CONSENT AGREEMENT 

We, the undersigned lessees named in federal oil and gas 

leases, Las Cruces Serial Numbera 066l31, 066133, 066134, 066135, 

and 066136, hereby consent to the filing of the foregoing application. 

Thomas A. Knight / 

Elma W. Knight Qfflfe) 



H. W. 'Bass ' 
t 

Wilaa 0. Bass (Wife) 

Adair Benbert 

Sarah 1. Eembert (Wife) 

Will C. Thompson/ 

Marie K. Weisberg 



S«pt«rotor 30, 1953 

Continental Oil Company 
1710 Fair Building 
Fort Worth 2, Texas 

R«: Second Extension of time for 
Commencement of drilling ia 
Texas Hill Halt Agreement, 
Eddy Couaty, New Mexico 

Gentlemen: 

Reference is made to our letter of approved dated 
September 23, 1953 allowing you a twelve months extension 
from and after October 7, 1953 within which to elect to 
commence an additional well in the above faptttmad unit 
agreement. 

The word months" was inadvertently left off the first 
Paragraph; therefore, this letter was necessary to clarify our 
previous correspondence. 

£ . S. WALTER 
Commissioner oi Public Lands 

cc: United States Geological Survey 
Roswell, New Mexico 

Oil Conservation Commission 
Santa Fe , New Mexico 



CONTINENTAL O I L COMPANY 

1710 Fair Building 
Fort Worth 2, Texas 
September 1, 1953 

Director, U. S. Geological Survey 
Washington, D, C. 

Dear Sir: Subject: 
Texas H i l l Unit Agreement 
Eddy County. New Mexico 

The f i r s t well d r i l l e d pursuant to the above Unit 
Agreement was designated Continental Oil Company, Texas H i l l 
Unit No. 1 H. W. Bass, and was plugged and abandoned as a 
dry hole on April 30, 1952. The Unit Agreement provides i n 
part: 

"The Unit Operator shall continue d r i l l i n g 
diligently one well at a time, allowing not 
more than six months between the completion 
of one well and the beginning of the next 
well, u n t i l a well capable of producing 
unitized substances in paying quantities is 
completed to the satisfaction of said super­
visor, i f on Federal land, or the Commissioner 
i f on State land, or the Commissioner i f on 
patented land, or u n t i l i t i s reasonably proved 
that the unitized land i s incapable of produc­
ing unitized substances i n paying quantities i n 
the formations d r i l l e d hereunder." 

I t i s further provided that the d r i l l i n g requirements may be 
modified by granting reasonable extensions of time when, i n 
your opinion, special action i s warranted. 

Continental Oil Company, as Unit Operator, hereby 
respectfully requests that there be granted an extension of 
time for a period of one year from October 7, 1953 within 
which to elect to commence an additional well. In support 
of this request, the following data i s presented for your 
consideration: 

Exploration and d r i l l i n g operations i n this l o c a l i t y 
are slow and very expensive. The f i r s t well was spudded July 

PIONEERING IN PETROLEUM PROGRESS SINCE 1875 



Director, U. S. Geological Survey-
Page 2 

6, 1951 and was plugged and abandoned at a total depth of 
586*9 feet on April 30, 1952, having reached Ellenburger dolo­
mite. No commercially productive oil zones were encountered 
in the drilling of this well. 

Continental Oil Company, as Unit Operator of the 
East Texas Hill Unit, which borders the subject unit to the 
East, is currently drilling the #1 Federal-East Texas Hill Unit 
well in Section 1, T-22-S, R-21-E, projected to the Ellenburger 
formation. Other pertinent wells currently drilling or recent­
ly completed are Kewanee Oil Company's #1 Four Mile Unit, 
Standard Oil Company of Texas' #1 Federal-Cass Ranch Unit, and 
Stanolind's #1 Guadalupe-Foot Hills Unit. This current d r i l l ­
ing activity in the vicinity of the Unit will provide much 
geological information which should be assimilated in the 
structural and stratigraphic picturizations of the region. In 
particular, the nature and attitude of Leonard, Pennsylvanian, 
and Siluro-Devonian sediments to be encountered in the #1 
Federal-East Texas Hill Unit Test will bear directly on the 
future exploratory program conducted on the Texas Hill Unit. 
I t is felt that the Continental #1 Bass well did not adequate­
ly evaluate the entire Texas Hill Unit and i t is believed that 
good productive possibilities may l i e both to the east and to 
the south of the Bass well. 

Since the abandonment of the Bass well, the primary 
terms of most of the leases in the Texas K i l l Unit have been 
extended at considerable expense and i t is expected that 
additional rentals will be paid in this area i f the Unit can 
be extended until such time as the results of the current 
drilling programs in the area are known and the structural 
possibilities of the Texas Hill Unit can be evaluated. 

Respectfully submitted, 

CONTINENTAL OIL COMPANY 

/T^ru^^r,^ Vice President 
Assistant Secretary ' / 

ATTEST: 

r 



November 29, 1950 

f*,. R. M. Dow 
Herfoy, Dow and Hinkla 
Roevsll, Nev Hsxieo 

Daar Mr, Dovt 

We today forwarded to yon in duplicate, copies of Order Bo, B-34, 
issued in connection with Case Ho, 242, hoard in Santa Fa, on 
Noveaber 21. 

On rage 1, included in the captioned title, ve note that i t ia 
stated that this unit agxasjaugt esbraoas 18*800,43 acres. Thie 
should be 13,800,43 aeras. 

Will you change your copies accordingly? 

Thanking you, ve are 

¥sry truly yours, 

STATE OF HEW MEXICO 
OIL CORSSmTTOff CQWISSIOH 

RBStbw 

8* R* Spwiar 
Seeratagy^Blrootor 



HoreHber 29, 1950 

Mr. A. L, Porter, Jr. 
OU Conservation Cowii salon 
P. 0. Box 1545 
Hobbs, Rev Mexico 

Dear Petes 

Ve today forwarded to you copy of Order Ro* R-34» issued in connection vlth 
Case No. 242, heard in Santa Fe, on November 21* 

On Page 1, included ln the captioned title, ve note that I t la stated tint 
this unit agree as at embraces 18,800.43 acres. This should be 13,800*43 
acres. 

Will you change your copy accordingly? 

Tfery truly yours, 

RBStbv 

R. A. Spurrier 
Secretary-Director 



LAW OFFICES 

HERVEY, DOW & H INKLE 
J . M. HERVEY 
HIRAM M.DOW R O S W E L L , N E w M E X I C O 

CUWEHCE E. H I N K L E : 

W. E.BONDURAMT, JR. 

QEOROE H.HUNKER.JR. O C t O b e P 2 8 , 1 9 | ) 0 

WIUJAM CSCHAUER 

Mr. R. R. Spurrier, Secretary-
New Mexico O i l Conservation Commission / 
Santa Fe, New Mexico ( ".40L&~€-*> 2_ ^-

Re: Texas H i l l Unit 
Agreement 

Dear Mr. Spurrier: 

Sometime ago we sent you the Application of 
the Continental Oil Company for approval of 
the above un i t agreement and to date we have 
not been advised as to whether or not you have 
set a time for a hearing and started publica­
t i o n of the -usual notice. 

I would appreciate your advising me as to th i s 
at your very earliest convenience. 

Best regards, I am, 

Yours very t r u l y , 

HERVEY, DOW & HINKLE 

CMH/se 



Mr. R. R. Spurrier 
Nev Mexico Oil Conservation Commission 
Santa Fe, Nev Mexico 

Dear Sir: 

Attached hereto is the Unit Agreement form for 
the Texas Hill Unit Area vhich ve recently borrowed from 
you. We sincerely appreciate the use of this document. 

P. 0. Box 1*00$ 
Albuquerque, Nev Mexico 
July 30, 1951 

Very truly yours, 

A. R. Llvyd 6 
Division Land Manager 

End. 



SOUTHERN U N I O N GAS COMPANY 

B U R T B U I L D I N G A S G R E N I E R 

LEGAL DEPARTMENT „ „ A.t>. PREMIER 

D A L L A S l , T E X A S Q U I L M A N B . D A V I S 
W I L L I S L . L E A , J R . R-M. M A R T I N , J R . 

GENERAL ATTORNEY C L Y D E L . D A V I S 

January 17, 1951 

Mr. E. E. Spurrier 
Oil Conservation Commission 
State of Hew Mexico 
Santa Fe, New Mexico 

Dear Dick: 

I notice that the Commission recently ap­
proved the Texas H i l l unit Agreement, Case Wo. 
2k2, Order E-31*-. I would like to obtain a copy 
of the unit Agreement for our f i l e s and future 
reference. I f you do not have a copy available, 
please advise where I may be able to obtain one. 

With thanks and best personal regards, I 
am 

Your-S very truly , v 

QBDrgw 



CONTINENTAL O I L COMPANY 

Fort Worth 2, Texas 
April 11, 1950 

Kr. Guy She par <I 
Commissioner of Public Landa 
Santa Fe, New Mexico 

Mr. ft. R. Spurrier, Secretary 
Oil Conservation Commission 
Santa Fe, Hew Mexico 

Gentlemen: Subject: 
Texas Hill Area 
add/ County. New Mexico 

We are enclosing photostatic copy of Application 

for Designation of Unit Area to be kaown as the "Texas Hill 

Unit" in iiddy County, Kew Mexico. Although the instrument 

is dated Septeaber 19, 1949, the ownership required by the 

United States Geological Survey at Roswell, was not com­

pleted until recently and i t has not consequently been ap­

proved by the Director. 

on a unit form, copies will be filed with you and the 

U.5.G.S., for final approval in order that signatures may­

be obtained tnereon. 

As soon as the interested parties nave agreed 

Tours very truly, 

TJK-KK i 

APR< 13 » 



CONTINENTAL O I L COMPANY 

Fort worth 2, Texas 
April 11, 1950 

Mr. T. F. Stipp, regional Geologist 
United States Geological Survey 
Post Office Box 997 
Roswell, Kew Mexico 

Dear Mr, Stipp: Subject: 
Texas H i l l Unit Area 
Sddy County, Mew Mexico 

Inasmuch aa the application for designation of 

unit area was signed by Standard Oil Company and various 

Federal lessees, we are wondering whether the Continental 

Oil Company w i l l be advised at such tiae as the application 

nas been reviewed by your Washington o f f i c e , lour letter 

of March 6th informed us tnat tne application had, on tnat 

date, oeen mailed for farther examination. 

tours very truly, 

TJK-ii]»i T» «J. &atners 
Carbon copies to: Land urt&ont 
Mr. Guy Shepard 
Commissioner uf Public Lands 
Santa Fe, Ha* Mexico 

Kr. R. K. Spurrier, Secretary 
Oil Conservation CoEardssion 
Santa Fe, New Mexico 



NEW MEXICO OIL CONSERVATION COMMISSION 

SANTA FE, NEW MEXICO 

APPLICATION FOR APPROVAL OF TEXAS HILL UNIT AREA 

EDDY COUNTY. NEW MEXICO 

New Mexico O i l Conservation Commission 
Santa Fe, New Mexico 

COMES the undersigned, the CONTINENTAL OIL COMPANY, 

a corporation with offices at Fort Worth, Texas, and f i l e s 

herewith three copies of a proposed Unit Agreement for the 

development and operation of the Texas H i l l Unit Area embracing 

lands i n Eddy County, New Mexico, and hereby makes application 

for the approval of said Unit Agreement by the New Mexico O i l 

Conservation Commission as provided by law, and i n support 

thereof shows: 

1. That the Unit Area designated i n said Unit Agree­

ment comprises 13,800.43 acres situated i n Townships 21, 22 

and 23 South, Range 21 East, N.M.P.M. That 11,880.43 acres 

of the lands embraced i n said proposed Unit Area are lands of 

the United States, 1,800.00 acres are State lands and 

120.00 acres are fee or privately owned lands. That said 

Unit Area i s more p a r t i c u l a r l y described by the plat attached to 

said Unit Agreement and for purposes of i d e n t i f i c a t i o n marked 

Exhibit "A". 

2. That the Unit Area described i n the proposed Unit 

Agreement was designated by the Director of the United States 

Geological Survey as one suitable and proper for u n i t i z a t i o n , a 

copy of the l e t t e r so designating said area being attached hereto, 

made a part hereof and for purposes of i d e n t i f i c a t i o n marked 

Exhibit "B". 

That there i s also attached hereto, made a part hereof 



and for purposes of i d e n t i f i c a t i o n marked Exhibit "C" a copy 

of a geological report made by W. Baxter Boyd, Geologist for 

the Continental O i l Company, with a plat attached thereto, which 

i s the same report which was f i l e d with the Director of the 

United States Geological Survey and pursuant to which said 

area was designated as an area proper and suitable for 

u n i t i z a t i o n . 

3. That the undersigned, the Continental O i l Company, 

is designated as the u n i t operator i n said agreement and the 

uni t operator i s given authority under the terms thereof to 

carry on a l l operations which are necessary for the development 

and operation of the u n i t area for o i l and gas subject to a l l 

applicable laws and regulations. That said un i t agreement 

provides for the commencement of a test well for o i l and gas 

on some part of the lands embraced i n the Unit Agreement Area 

within six months from the effective date of the Unit Agreement 

and for the d r i l l i n g thereof to a depth of 8200 feet or to such 

lesser depth at which at least 500 feet of the Ellenburger 

formation has been penetrated and also provides for the d r i l l i n g 

within two years after o i l or gas i s discovered upon some part 

of the Unit Area of a second exploratory well to test the other 

geological feature covered by said Unit Area not tested by the 

i n i t i a l test well or discovery w e l l . 

h . That said Unit Agreement i s i n substantially the 

same form as Unit Agreements heretofore approved by the 

Commissioner of Public Lands i n the State of New Mexico, the 

Secretary of the I n t e r i o r and the New Mexico O i l Conservation 

Commission, and i t i s believed that operations to be carried 

on under the terms thereof w i l l promote the economical and 
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e f f i c i e n t recovery of o i l and gas to the end that the maximum 

yi e l d may he obtained from the f i e l d or area i f o i l or gas 

should be produced i n paying Quantities, and the production 

i s to be limit e d to such production as may be put to bene­

f i c i a l use with adequate rea l i z a t i o n of fu e l and other values, 

and i t i s further believed that the Agreement w i l l be i n the 

interest of the conservation of o i l and gas and the prevention 

of waste as contemplated by the O i l Conservation Statutes of 

the State of New Mexico. 

5. That upon an order being entered by the New 

Mexico O i l Conservation Commission approving said Unit Agree­

ment, and after approval thereof by the Commissioner of Public 

Lands of the State of New Mexico and the Secretary of the 

I n t e r i o r of the United States, an approved copy of said Unit 

Agreement w i l l be f i l e d with the New Mexico Oil Conservation 

Commission. 

WHEREFORE, the undersigned applicant respectfully re­

quests that a public hearing be held on the matter of the 

approval of said Unit Agreement has provided by the statutes of 

the State of New Mexico and the Regulations of the New Mexico 

Oi l Conservation Commission, and upon said hearing, said Unit 

Agreement be approved by the New Mexico O i l Conservation 

Commission. 

Respectfully submitted, 

CONTINENTAL OIL COMPANY 

By 
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UNITED STATES 
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEY 
A;,, I ; ;s50 

WASHINGTON » . D . C 

Standard Oil Co. of Texas 
P. 0. Box 12̂ 9 
Houston, Texas 

Gentlemen: 

APR 10 1950 
RECOVED 

APR 14 1950 

F I L E ROOM 

Reference is to your application of September 19, 1949, 
filed by the Continental Oil Co. in your behalf, with the Oil and Gas 
Supervisor, Roswell, New Mexico, requesting designation of 14,000 
acres, more or lees, in Eday County, New Mexico, as logically subject 
to exploration and development under the unitization provisions of 
the Mineral Leasing Act, as amended. 

Pursuant to regulations of January 17, 1947, 30 C. F. R., 
section 226.3, the following land is designated as a logical unit area 
to be known as the Texas Hill Unit Area: 

Nev M« 

T. 21 S., R. 21 E . , 

Principal Meridian. 

sec. 29, SV£, SWfSEt? 
sec. 30, E-jtSBt; 
sec. 31, i f e ; 
see. 32, a l l ; 
sec. 33, SWpVt, SW*, SW£SEi. 

T. 22 S., R. 21 E . , 

sec. 3, SV̂ NWt, SWf, SVtSEt; 
seoa 4 and 5, all; 
sec. 6, E£E£; 
see. 7, NljNEt; 
sees. 8 and 9, al l ; 

. sec. 10, W$NEj, SÊ NEf, NV£, Sj; 
sec. 11, WfSVi; 
see. U, WjSEt, SE^SEtj 
sees. 15 and 16, al l ; 
sec. 17, E£, Ê NWfr, NE£SWf; 
sec. 20, NEfNEt; 
sec. 21, Nj, NEjSWf, SEt; 
sec. 22, and 23, al l ; 
see. 24, NW#IW£, Ŝ NWt, SV£, V^SEj; 
sees. 25 and 26, a l l ; 
sec. 27, NEt, NJNWt 
see. 35, al l ; 
sec. 36, N^NEt, SW N̂E*, V£, W^SEj. 

APR 1 <ocn 
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T. 23 S., R. 21 E . , 

see. 1, W^Hj, ¥£, N¥jSE*; 
sec. 2, a l l ; 
sec. 11, N£, NjS^j 
see. 12, HV£, Nli£sUi. 

Ihe proposed drilling to 8200 feet, or to such lesser depth 
at which at least 500 feet of the Ellenburger formation has been 
penetrated, is satisfactory for the initial test well. The geologic 
data submitted in support of the unit area designated herein indicate 
that there are two structural features of independent closure which 
could effect separate accumulations of oil or ges. As justification 
for inclusion of the two structural features in a single unit area, 
a commitment to drill toe untested area of closure vithin a reasonable 
period of tine (after discovery of oil or gas in the unit ereaj v i l l 
be necessary i f the agreement is to be kept in force. Such commitment 
iaay be incorporated in the unit agreement or may be made in the form 
of a separate stipulation signed by the working interest ovners. 
A suggested form is as follows: 

•It is hereby stipulated and agreed that within 2 years 
after any oil or gas is marketed by reason of a discovery of oil 
or gas in paying quantities within the Texas Hill unit area, unit 
operator shall commence the drilling of an exploratory well 
pursuant to the drilling provisions of the unit agreement at a 
location acceptable to the oil and gas supervisor to test the 
second structural feature, if not sooner tested. In lieu of 
drilling the exploratory well on the second feature as herein 
provided for, the unit area shall be contracted after due 
notice in writing as provided in section 2 %i the p*̂ ™forfl f"Tl 
Of mtti igEMMBfa so as to exclude all lands vithin the area 
of the structural feature not tested as herein provided, where 
such lands are not within any participating area established 
pursuant to J^X3 unit agreement." 

If toe stipulation is incorporated in the unit agreement 
and deviate* from toe language suggested herein, i t will be necessary 
to obtain preliminary approval thereof. If submitted as a separate 
statement and not included in the unit agreement, such stipulation 
should be submitted prior to the approval of the unit agreement. 

If the 1947 standard form of unit agreement is used, the 
following changes should be substituted and/or incorporated into the 

(a) Tnsfflwtch as the Secretary has delegated authority 
to the Director of the Geological Survey to approve standard unit 
agreements, substitute •Director* for "Secretary* wherever appropriate. 
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(b) Delete from the end of section 17 of the standard 
text, "and as to Federal land shall be subject to approval by the 
Secretary*. 

The 1949 draft of unit agreement has also been authorized. Y 
In any form submitted the term should not exceed 5 years. 

If a standard text is not to be used, three copies of any 
other form should be submitted through the Supervisor for preliminary 
approval. All deviations from the guide form should be marked plainly 
and explanations or justifications therefor furnished. 

When the executed agreement is transmitted to the Supervisor 
for approval, Include the latest status of a l l Federal acreage showing 
the current record owner of all issued leases and the current status 
of a l l lease applications, i f any. However, notice is hereby given 
that the right is reserved to deny approval to any executed agreement 
submitted, which in my opinion does not have the full commitment of 
sufficient lands to afford effective control of unit operations. 

Very truly yours, 

A Ae4^ 
Acting Director 

3 V 



GEOLOGICAL REPORT - TEXAS HILL ASIA 
T.21, 22, 6 23S., R.21I. 
EDDY COUNTY, NEV MEXICO 

Th* Texas H i l l Area i s located near th* wast cantral 

of Eddy County, 39 a i l * a wast of Carlsbad, Maw Mexico, in 

T.21, 22, 4 23S., R.21E. I t dariras i t s nam* froa a proainant 

h i l l which rlsas about 700 faet abora tha eastward area. Taxes 

H i l l i s a topographic expression of the Texas H i l l Anticline 

whioh ia illustrated oa th* attached "Exhibit snee. 

Exhibit "B* shows the result* of detailed surfaoe napping 

by th* Standard Oil Coapany of Texas. The seal* of th* map i s 

approximately 2" • 1 a i l * . I t i s a photostatic reduetion froa the 

original seal* of 1» = 2000 f * * t . Th* datum i s a stratigraphio 

horison approximately 200 feet b*low th* top of th* San Andres 

Limestone (Permian). The eontonr interval i s 50 f*et. 

Thia survey reveals an anticline 11 miles long and 3 

miles wid*, th* axia of which extends generally I37°W. Each end 

of this anticline la distinguished by a dome. The north dome, 

centering in th* southeast corner of Section 5, T.22S., R.21E., 

has between 200 and 250 f* * t of cloaur*. Th* aonth dome, centering 

in th* east central part of Section 26, T.22S., R.21E., has an 

equal amount of closure. 

Th* following horlsons are considered prospective pro­

ducing son** under this' anticlinet 

Teao (Permian) 1000-3000* 
Abo (Permian) 3000-A0001 

Pennsylvanian 4000-4.500« 
Hunton (Devonian-Silurian) 4500-6500' 
Montoya (Ordovician) 6500-7000* 
Ellenburger (Ordovician) 7000-8250* 



Pag* 2 
Exhibit 

The north done has been selected at tha site for tha 

first t*st on this aatlelln*. This location will ba 660 foot 

fro* tha south and oast Unas of Section 5, T.228., 1.21E. Tha 

nearest oil production is ia the Dayton-Grayburg (Permian) Pool 

40 alios northeast* 

i 



EXHIBIT "A" 

GEOLOGICAL REPORT - TEXAS HILL AREA 
T.?l, 22, & 23S., R.21E. 
EDDY COUNTY, NEW MEXICO 

The Texas H i l l Area i s located near the west c e n t r a l 

edge of Eddy County, 39 miles west of Carlsbad, New Mexico, i n 

T.21, 22, & 23S., R.21E. I t derives i t s name from a prominent 

h i l l which r i s e s about 700 feet above the eastward area. Texas 

H i l l i s a topopraphic expression of the Texas H i l l A n t i c l i n e 

which i s i l l u s t r a t e d on the attached " E x h i b i t "E*". 

Ex h i b i t "E" shows the r e s u l t s of de t a i l e d surface mapping 

by the Standard O i l Company of Texas. The scale of the map i s 

approximately 2" = 1 m i l e . I t i s a pho t o s t a t i c reduction from the 

o r i g i n a l scale of 1" = 2000 f e e t . The datum i s a s t r a t i g r a p h i c 

horizon approximately 200 feet below the top of the San Andres 

Limestone (Permian). The contour i n t e r v a l i s 50 f e e t . 

This survey reveals an a n t i c l i n e 11 miles long and 3 

miles wide, the axis of whrch extends generally N37°W. Each end 

of t h i s a n t i c l i n e i s di s t i n g u i s h e d by a dome. The north dome, 

centering i n the southeast corner of Section 5, T.22S., R.21E., 

has between 200 and 250 f e e t of closure. The south dome, centering 

i n the east c e n t r a l part of Section 26, T.22S., R.21E., has an 

equal amount of closure. 

The f o l l o w i n g horizons are considered prospective pro­

ducing zones under t h i s a n t i c l i n e : 

Yeso (Permian) 1000-3000* 
Abo (Permian) 3000-4000' 
Pennsylvanian 4000-4500' 
Hunton (Devonian-Silurian) 4500-6500' 
Montoya (Ordovician) 6500-7000' 
Ellenburger (Ordovician) 7000-2250' 



P a g e 2 , . l 

E x h i b i t A" 

This location v i l l f " 0 feot 

• Tines of Section 5, 
g ( P e r B l a „ ) Pool 

, i s i n the Dayton-Grayburg 
nearest o i l production i s 

^0 miles northeast. 



April 19, 1955 

Hr. W. R. Hall 
Continental Oil Ceeipnay 
Boot 749 
Roswell, New Mexico 

ft 

TERMMATIOB 

Dear Sin 

Tour letter of Hares 3, 1955 reference to Section 
20, page 20, of the above Halt Agreement, will you please 
advise if you have secured 75 percent, en an acreage basis, 
of the owners ef working interests eigaatory thereto, for 
the termination of this unit Agreement. In the absence of 
edditional drilling operetiona, the extended tan of this 
unit actually expired aa October 7, 1954. 

V* will appreciate an early reply aa we would like 
to olear our reoorda. 

S. S. WALKER 
(SOMHISSIONSR Of PUBLIC LANDS 

/ 
oe Oil Conservation teuwdaalen 

Santa Fo, How Mexioe 

Halted States Oaologloal Survey 
Reswoll, Now Hexie* 



CONTINENTAL OIL COMPANY 

Box 749 
Roswell, New Mexico 
A p r i l 22, 1955 

' r . 3. 3. Walker 
Commissioner of Public Lands 
of the State of Hew Mexico 
Capitol Annex EuiMing 
Santa Fe, How Mexico 

Dear Mr. >alker: RS: Requested terid. nation of 
Texas H i l l Bbit Agreement 
Eddy County, How Mexico 

Thank you f o r your l e t t e r dated A p r i l 19, 1955, 

inquiring: as to whether we have received 75£ on an acreage 

basis of the owners of working interests signatory thereto 

f o r the termination of the Texas H i l l Qait Agreement, oddy 

County, r'exico. 

Continental O i l Company has executed an ins trans n t 

requesting the termination of t h s u n i t , aa has Standard O i l 

Company of Texas. This instrument was forwarded from Houston, 

Texas, by Standard O i l to r M l l i p s Petrolsuw Company, B a r t l e s v i l l e , 

Oklahoma, under date of March 14, 1955* w i t h the request that 

Ph i l l i p s execute the instrument and forward i t t o th i s o f f ico 

f o r f u r t h e r handling. 

We expect to receive the instrument f r o n P h i l l i p s 

w i t h i n the next few days and we w i l l be glad to keep you 

advised concerning developments on t h i s matter. 

lours very t r u l y , 

ORIGIN; • u 

W -P, HALL 

w. i i . Ha l l 
Land ."Superintendent 



Mr. E . S. walker 

WBH-af 

Carbon copy to: Kr. John A. Anderson 
Regional Supervisor of 
Halted States Geological Surrey 
P. 0# Bos 6721 
Roswell, lev H&xico 

Mr. ¥. B. ."acoy 
New Mexico Oil Conservation COBSBI ss ion 
Capitol Annex Building 
Santa ?e, Sew Mexico 



PHILLIPS PETROLEUM COMPANY 
BARTLESVILLE OKLAHOMA 

April 27, 1955 

The Texas K i l l iinit 
Uddy ŝotmtv, Sew Tax Leo 

4^ Continental oi l Jo» any 
1710 ?air ^ildinc 
Port orth ?, Texas 

Cent le men: 

In accordance with a letter from the Standard Oil Company 
of Texas, this Company has executed and we attach hereto 
six conies of the letter agreement whereby your Company, 
5tanr ard, and ' h i l l i p s agree that the captioned unit shall 
be terminated, 

»e sre closing our f i ea on this unit. 

Very truly yours, 
"'•l SIGNED BY 

triCAMPBELL 

Charles Campbell 

CC/ns 
Attach. 

cc: Vandard Oil Comoany of Texas 
• . .;. hox 1249 
Houston 1, Texas 

f*r. John A. ;nderson 
! egional Jupervisor of 
•nit ad States Geological urvey 
, . u. Dox 6721 
••oswell, Kew Mexico 

r . . B. acey 
New Kexico Oil Conservation ComcJ *ti*n--\-»M 
Capitol Annex Building ^ rjWtO&W 
.ante pe, 3ew Mexico 
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CONTINENTAL O I L COMPANY 

Box 7̂ 9 
Roswell, New Mexico 
Jane 1, 1955 
REGISTERED MAIL 

Mr. iS. S. Walker 
Coroiissioner of Public Lands 
Santa Pe, New Mexico 

Dear !•>. Walker: REj Requesting Termination of 
Texas H i l l unit Agreement, 
Departmental Contract No. I-Sec. 
No. 859, Approved August 6, 1951, 
Sddy Count?. Hew Mexico 

On May 20, 1955, effective as of June 1, 1955, 

Acting Director of the United States GeojLogicai Slii'veyys^oinas 

B. Nolan, approved the termination of \he Texas H i l l Unit 

Agreement, uev Mexico, I-See. No. 659, approved August 6, 1951, 

pursuant to the last sentence of the f i r s t paragraph of 

Section 20 thereof, subject to l ike approval by the Gommissioner 

of Public Lands of the State of New Mexico. 

Three copies of the anproved application are 

enclosed and i f this termination meets with your approval, i t 

i s kindly requested you so indicate by executing in the space 

provided on page four of the copies of application. We further 

kindly request that you return two copies of application, 

including the direx copy, to this office and retain the third 

copy for your records. 



Mr. E. S. Walker 
Page 2 

Should additional information be needed from us 

in connection with this natter, i t is requested you pleas 

so advise. 

Yours very truly, 

ORIGINAL SIGNEQ 
W.R, HAU, 

W. a. Hall 
Land Superintendent 
Roswell Division 

WRH-mf 
A t t . 
Carbon copy to : Mr. W. B. Macey 

Secretary and Director of 
O i l Conservation Commission 
Santa Pe, New Mexico 



UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 
0? THE TEXAS HILL UNIT AREA. 

COUNTY OF EDDY, STATE OF NEW FiEXICO 

I-Sec. NO. 

THIS AGREEMENT, entered into as of the day of 

, 1950, by and between the parties subscribing, 

r a t i f y i n g , or consenting hereto, and herein referred to as 

the "parties hereto," 

W I T N E S S E T H : 

WHEREAS the parties hereto are the owners of working, 

royalty, or other o i l or gas interests in the unit area subject 

to this agreement; and 

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

as amended by the Act of August 8, 1946, 60 Stat. 950, 30 U.S.C. 

Sees. 181 et sec., authorizes Federal lessees and their represen 

tatives to unite with each other, or jo i n t l y or separately with 

others, in collectively adopting and operating under a cooperat­

ive or unit plan of development or operation of any o i l or gas 

pool, f i e l d , or like area, or any part thereof, for the purpose 

of more properly conserving the natural resources thereof when­

ever determined and certified by the Secretary of the Interior 

to be necessary or advisable in the public interest; and 

WHEREAS, the Commissioner of Public Lands of the 

State of New Mexico is authorized by an Act of the Legislature 

(Chap. #8, Laws 194^) 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 Nev/ Mexif^> ,is authorized by an Act of the Legislature 

(Chap. 72, Laws ly35jy to approve Jthis agreement and the con-



servation provisions hereof; and 

WHEREAS the parties hereto hold sufficient interests 

in the Texas H i l l Unit Area covering the land hereinafter des­

cribed to give reasonably effective control of operations there­

in ; and 

WHEREAS i t is the purpose of the parties hereto to 

conserve natural resources, prevent waste, and secure other bene­

f i t s obtainable through development and operation of the area 

subject to this agreement under the terms, conditions and l i m i ­

tations herein set forth; 

NOW, 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 Act of February 

25, 1920, as amended, supra, and a l l valid pertinent regulations, 

including operating 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 inconsis­

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

lands, applicable State operating regulations not inconsistent 

with the terms hereof and the laws of the State of New Mexico, 

are hereby accepted and made a part of this agreement. 

2. UNIT AREA. The following described land i s here­

by designated and recognized as constituting the unit area: 

TOWNSHIP 21 SOUTH. RANGE 21 EAST 

SW/4 SE/4 & SW/4 29; E/2 SE/4 30; 
E/2 E/2 31; a l l 32; SW/4 NW/4, SW/4 
& SW/4 SE/4 33. 



TOWNSHIP 22 SOUTH, RANGE 21 EAST 

SW/4 NW/4, SW/4 fr SW/4 SE/4 3; a l l 
of 4 & 5,. E/2 E/2 6; NE/4 NE/4 7; 
a l l of 8 & 9; S/2, S/2 N/2, N/2 NW/4 
& NW/4 NE/4 10; W/2 SW/4 11; W/2, W/2 y 
SE/4 & SE/4 SE/4 14; a l l of 15 & 1 6 ; ^ 
E/2, E/2 NW/4 & NE/4 SW/4 17; NE/4 
NE/4 20; N/2, NE/4 SW/4 & SE/4 21; 
a l l of 22 & 23; W/2 NW/4, SE/4 NW/4, 
SW/4 & W/2 SE/4 24; a l l of 25 & 26; 
N/2 N/2 & S/2 NE/4 27; a l l 35; W/2, 
W/2 E/2 & NE/4 NE/4 36. 

TOWNSHIP 23 SOUTH. RANGE 21 EAST 

W/2, W/2 NE/4, NW/4 SE/4 1; a l l of 2; 
N/2 & N/2 S/2 11; NW/4 & NW/4 SW/4 12. 

Total unit area 13,800 acres, 

more or less. 

Exhibit A attached hereto i s a map showing the unit 

area and the boundaries and identity of tracts and leases in 

said area to the extent known to the Unit Operator. Exhibit B 

attached hereto i s a schedule showing to the extent known to 

the Unit Operator the acreage, percentage, and kind of owner­

ship 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 representation 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 re­

ferred to as "Supervisor," ®r the Commissioner ofPublic Lands, 

hereinafter referred to as "Commissioner," and not less than six 

copies of the revised exhibits shall be f i l e d with the Supervisor, 

and at least one copy shall be f i l e d with the Commissioner and 

one copy with the New Mexico Oil Conservation Commission% here­

inafter referred to as "Commission." 

The above described unit area shall when practicable 

be expanded to include therein any additional tract or tracts 
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regarded as reasonably necessary or advisable for the purposes 

of this agreement, or shall be contracted to exclude lands not 

within any participating area whenever such expansion or contrac­

tion i s necessary or advisable to conform with the purposes of 

this agreement.. Such expansion or contraction shall be effected 

in the following manner: 

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

the Director of the U.S. Geological Survey, hereinafter referred 

to as "Director," or_on demand of the Commissioner, shall prepare 

a notice of proposed expansion or contraction describing the con­

templated changes in the boundaries of the unit area, the reasons 

therefor, and the proposed effective date thereof. 

(b) Said notice shall be delivered to the Supervisor 

and the Commissioner, 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 in 

the preceding item (b) hereof, Unit Operator shall f i l e with the 

Supervisor and Commissioner 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 Operator.-

(d) After due consideration of a l l pertinent informa­

tion, the expansion or contraction shall, upon approval by the 

Director, and the Commissioner become effective as of the date 
-

prescribed in the notice thereof.. 

A l l land committed to this agreement shall constitute 

land referred to herein as "unitized land" or "land subject to 

this agreement." 

3. UNITIZED SUBSTANCES. A l l o i l , gas, natural gaso­

l i n e , and associated f l u i d hydrocarbons in any and a l l forma­
tions of the unitized land are unitized under the terms of this 



agreement and herein are called "unitized substances." 

4. UNIT OPERATOR. Continental Oil Company, a Delaware 

corporation, with offices at Fort Worth, Texas, is hereby desig­

nated as Unit Operator and by signature hereto, commits to this 

agreement a l l interests in unitized substances vested in i t as 

set forth in Exhibit "B" and agrees and consents to accept the 

duties and obligations of unit operator for the discovery, devel­

opment, and production of unitized substances as herein provided. 

Whenever reference is made herein to the Unit Operator, such 

reference means the Unit Operator acting in that capacity and 

not as an owner of interests in unitized substances, and the term 

"Working Interest Owner" when used herein, shall include or refer 

to Unit Operator as the owner of a working interest when such an 

interest is 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 i t 

from i t s duties and obligations and terminate i t s rights as such 

for a period of 6 months after notice of intention to resign has 

been served by i t on a l l working interest owners, the Director, 

and the Commissioner, and u n t i l a l l wells then d r i l l e d hereunder 

are placed in a satisfactory condition for suspension or aban­

donment as may be required by the Supervisor, as to Federal lands 

and the Commiss^io^as^jto^tate and privately own^ 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 after a participating 

area or areas have been established provided a successor Unit 

Operator has been selected and approved and has agreed to 

accept the duties and responsibilities of Unit Operator effec­

tive upon the relinquishment of such duties and responsibilities 



by the re t i r i n g Unit Operator. The resignation of Unit Operator 

shall not release Unit Operator from any l i a b i l i t y for any de­

fault by i t hereunder occurring prior to the effective date of 

i t s resignation. 

The Unit Operator may, upon default or failure in 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 determined in like manner as herein provided for the 

selection of a new Unit Operator. Such removal shall be effec­

tive upon notice thereof to the Director and the Commissioner. 

The resignation or removal of Unit Operator under this 

agreement shall not terminate i t s right, t i t l e , or interest as 

the owner of a working interest or other interest in unitized 

substances, but upon the resignation or removal of Unit Operator 

becoming effective, such Unit Operator shall deliver possession 

of a l l equipment^ materials, and appurtenances used in conducting 

the unit operations and owned by the working interest owners to 

the new duly qualified successor Unit Operator or to the owners 

thereof i f no such new Unit Operator is 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 resigh as Unit Operator or shall be removed as 

herein above provided, the owners of the working interests in 

the participating area or areas according to their respective 

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

select a successor Unit Operator: Provided, That, i f a majority 



but less than 75 per cent of the working interests q u a l i f i e d to 

vote are owned by one party t o t h i s agreement, a concurring 

vote of s u f f i c i e n t additional parties, so as to constitute i n 

the aggregate not less than 75 per cent of the t o t a l working 

interests, 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 i n w r i t i n g the duties and r e s p o n s i b i l i ­

t i e s of Unit Operator, and (b) the seledtion shall have been ap­

proved by the Director and the Commissioner. I f no successor 

Unit Operator i s selected and qualified as herein provided, 

the Director and the Commissioner at t h e i r election may declare 

t h i s unit agreement terminated. 

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREE­

MENT. I f the Unit Operator i s not the sole owner of working 

interests, a l l costs and expenses incurred i n conducting unit 

operations hereunder shall be paid i n the f i r s t instance by 

Unit Operator, and such costs and expenses so paid by Unit 

Operator shall be apportioned among and borne by the owners of 

working interests and the Unit Operator reimbursed, a l l i n ac­

cordance 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 c o l l e c t i v e l y . Any agreement 

or agreements entered into between the working interest owners 

and the Unit Operator as provided i n t h i s section, whether one 

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

Such unit operating agreement shall also provide the manner i n 

which the working interest owners shall be e n t i t l e d to receive 

t h e i r respective proportionate and allocated share of the 

benefits accruing hereto i n conformity with t h e i r underlying 

operating agreements, leases, or other independent contracts and 

as between the working interest owners and Unit Operator may pro­

vide f o r suc& l i m i t a t i o n s upon the power of the Unit Operator 
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respecting the l i a b i l i t y of the working interest owners for cost 

of operations hereunder 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 the unit 

agreement and the unit operating agreement this unit agreement 

shall prevail. Three true copies of any unit operating agreement 

executed pursuant to this section shall be f i l e d with the Super­

visor. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except 

as otherwise specifically provided herein, the exclusive right, 

privilege, and duty of exercising any and a l l rights of the part­

ies 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, but notwithstanding anything 

contained in this agreement to the contrary a l l working interest 

owners of unitized lands hereby reserve the right to take their 

proportionate shares of the unitized substances in kind or to 

provide for the sale of their respective interests therein for 

their individual accounts as such unitized substances are allo­

cated to the respective working interest owners in accordance 

with the provisions of this agreement. Acceptable evidence-of 

t i t l e to said rights shall be deposited with said Unit Operator 

and, together with this agreement, shall constitute and define 

the rights,i 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 
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vested in the parties hereto only for the purposes herein speci­

fied. 

9. DRILLING TO DISCOVERY - Within six (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 such location is upon land of the United States 

and_if upon State lands or patented lands, such location shall 

be approved by the Commission, unless on such effective date 

a well is being d r i l l e d conformably with the terms hereof, 

and thereafter continue such d r i l l i n g diligently u n t i l the 

depth of 8200 feet is reached, or to such lesser depth at which, 

(a) at least 500 feet of the Ellenburger formation shall have 

been penetrated, or (b) 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 and producing opera­

tions, with a reasonable p r o f i t ) , or (c) the Unit Operator shall 

at any time establish to the satisfaction of the Supervisor as 

to_jwells on Federal land or the Commission as to wells on State 

land or patented land, that further d r i l l i n g of said well would 

be unwarranted or impracticable, provided however, that Unit 

Operator shall not in any event be required to d r i l l to a depth 

in excess of 8200 feet. Until the discovery of a deposit of uni­

tized substances capable of being produced in paying quantities, 

(to wit: quantities sufficient to repay the costs of d r i l l i n g and 

producing operations, with a reasonable p r o f i t ) , the Unit Operator 

shall continue d r i l l i n g diligently one well at a time, allowing 

not more than six (6) months between the completion of one well 

and the beginning of the next well, u n t i l a well capable of pro­

ducing unitized substances in paying quantities is completed to the 

satisfaction of said Supervisor, i f j m Federal land or J±e Commis­

sioner i f on State land, or the Commission i f on patented land, or 

u n t i l i t is reasonably proved that the unitized land is incapable of 
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producing unitized substances in paying quantities in the forma­

tions d r i l l e d hereunder. Nothing in t h i s section shall be deemed 

to l i m i t the right of the Unit Operator to resign as provided in 

Section 5 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 Director and the Commissioner m&y modify the 

d r i l l i n g requirements of th i s section by granting reasonable ex­

tensions of time when, in their opinion, such action is warranted. 

Upon failure to comply with the d r i l l i n g provisions of this sec­

tion, the Director and the Commissioner may, after reasonable 

notice to the Unit Operator, and each working interest owner, 

lessee, and lessor at their last known addresses, declare this 

unit agreement terminated. 

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 

6 months after completion of a well capable of producing unitized 

substances in paying quantities, the Unit Operator shall submit 

for the approval of the Supervisor, the Commissioner, and the 

Cojmriission, an acceptable plan o2 development and operation for 

the unitized land which, when approved by the Supervisor, the 

Commissioner and the Commission, 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, the 

Commissionerj_and the Commission, a plan for an additional speci­

fied period for the development and operation of the unitized 

land. Any plan submitted pursuant to this section shall provide 

for the exploration of the unitized area and for the determination 

of the area or areas thereof capable of producing unitized sub­

stances in paying quantities in each and every productive forma­

tion and shall be as complete and adequate as the Supervisor, 
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the^ Commissioner j and the, Cj3imjass_ion may determine to be necessary 

for timely 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 d r i l l e d and the proposed order 

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

specify the operating practices regarded as necessary and advisa­

ble for proper conservation of natural resources. Separate 

plans ' may be submitted for separate productive zones, subject to 

the approval of the Supervisor, the Commissioner, and the Commis­

sion. Said plan or plans shall be modified or supplemented when 

necessary to meet changed conditions or to protect the interests 

of a l l parties to this agreement. Reasonable diligence shall be 

exercised in complying with the obligations of the approved plan 

of development. The Supervisor and Commissioner are authorized 

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

prescribed for submission of an i n i t i a l plan of development where 

such action i s ju s t i f i e d because of unusual conditions or circum­

stances. After completion hereunder of a well capable of produc­

ing o i l and gas in paying quantities no further wells, except 

such as may be necessary to afford protection against operations 

not under this agreement or such as may be specifically approved 

by the Supervisor, the Commissioner, and the Commission, shall be 

drill e d except in accordance with a plan of development approved 

as herein provided. 

11. PARTICIPATION AFTER DISCOVERY. Upon completion 

of a well capable of producing unitized substances in paying 

quantities or as soon thereafter as required by the Supervisor, 

or the Commissioner, the Unit Operator shall submit for approval 

by the Director, the Commissioner, and the Commission, a schedule 

based on subdivisions of the public-land survey or aliquot parts 

thereof, of a l l unitized land then regarded as reasonably proved 
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to be productive of unitized substances i n paying quantities; 

a l l land i n said schedule on approval of the Director, the Com_-

missioner, and the Commissi^on, to constitute a par t i c i p a t i n g 

area, affective as of the date of f i r s t production. Said sche­

dule also shall set f o r t h the percentage of unitized substances 

to be allocated as herein provided to each unitized t r a c t i n the 

partic i p a t i n g area so established, and shall govern the alloca­

t i o n of production from and after the date the par t i c i p a t i n g area 

becomes effective. A separate participating area shall be es­

tablished i n l i k e manner for each separate pool or deposit of 

unitized substances or for any group thereof produced as a single 

pool or zone, and any two or more parti c i p a t i n g areas so es­

tablished may be combined into one with the consent of the 

owners of a l l working interests i n the lands within the p a r t i c i ­

pating areas so to be combined, and approval of the Director, 

the Commissioner, and the Commission. The pa r t i c i p a t i n g area 

or areas so established shall be revised from time to time, sub­

ject to l i k e approval, whenever such action appears proper as a 

result of further d r i l l i n g operations or otherwise, to include 

additional land then regarded as reasonably proved t o be produc­

t i v e i n paying quantities, or to exclude land then regarded as 

reasonably proved not to be productive, and the percentage of 

allocation shall also bo revised accordingly. The effective date 

of any revision shall be the f i r s t of the month following the 

date of f i r s t authentic knowledge or information on which such 

revision i s predicated, unless a more appropriate effective date 

i s specified i n the schedule. No land shall be excluded from a 

parti c i p a t i n g area on account of depletion of the unitized sub­

stances. 

I t is the intent of t h i s section that a pa r t i c i p a t i n g 

area shall represent the area known or reasonably estimated to be 

productive i n paying quantities; but, regardless of any revision 
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of the participating area, nothing herein contained shall be con­

strued as requiring any retroactive apportionment of any sums ac­

crued or paid for production obtained prior to the effective date 

of revision of the participating area. 

In the absence of agreement at any time between the 

Unit Operator, the Director, t he_Commi s si oner, and the_ J^mmis sign, 

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 af­

fected thereby may be impounded in a manner mutually acceptable 

to the owners of working interests, except royalties due the 

United States, and tjie_ State of New Mexico, which shall be de­

termined by the Supervisor and__the_J3ommissioner and the amount 

thereof deposited as directed by the Supervisor and Commissioner, 

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 

in accordance with a determination of the sum due as Federal and 

State royalty on the basis of such approved participating area. 

Whenever i t is determined, subject to the approval of 

the Supervisor, as t^_jw^lls_ on_,Federal land, _and_the Commissioner 

as to wells on State land } and the Commission as to weJLls on 

patented land, that a well d r i l l e d under th i s agreement is not 

capable of producing unitized substances in paying quantities 

and inclusion of the land on which i t is situated in a p a r t i c i ­

pating area is unwarranted, production from such well shall be 

allocated to the land on which the well is located so long as 

that well is not within a narticirating area established for the 

pool or deposit from which such production is obtained. 

12. ALLOCATION OF PRODUCTION. A l l unitized substances 

produced from each participating area established under this 

agreement, except any part thereof used in conformity with good 

operating practices within the unitized area for d r i l l i n g , 
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operating., camp and other production or development purposes, 

for repressuring or recycling in accordance with a plan of devel­

opment approved by the Supervisor, the Commissioner, and the 

Commission, 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 tract of unitized land shall have allocated 

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

in such tract bears to the t o t a l acres of unitized land i n said 

participating area. I t is 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 re-

pressuring or recycling purposes in another participating area, 

any gas withdrawn from such last mentioned participating area 

for sale during the l i f e of this agreement shall be considered 

to be the gas so transferred u n t i l an amount equal to that trans­

ferred shall be so produced for sale and such gas shall be a l ­

located to the participating area from which i n i t i a l l y produced 

as constituted 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 in any unitized land having thereon a regular 

well location may with the approval of the Supervisor as to 

Federal land, and the Commissioner as to State land, and the 

Commission as to privately owned land, d r i l l a well to test any 

formation for waich a participating area has not been established 

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

established i f such location is not within said participating 

area, unless within 90 days of receipt of notice from said party 
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of his intention to d r i l l the well the Unit Operator elects and 

commences to d r i l l such well i n l i k e manner as other wells are 

d r i l l e d by the Unit Operator under t h i s agreement. 
r 

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

owner results i n production such that the land upon which i t i s 

situated may properly be included i n a parti c i p a t i n g area, such 

par t i c i p a t i n g area shall be established or enlarged as provided 

i n t h i s agreement and the well shall thereafter be transferred t o 

and operated by Unit Operator i n accordance with the terms of 

t h i s 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 production i n quantities i n s u f f i c i e n t to j u s t i f y 

the establishment or the enlargement of a parti c i p a t i n g area such 

well may 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 agreement. The 

royalties i n amount or value of production from any such well 

shall be paid as specified i n the underlying lease and agreements 

affected. 

14. ROYALTY SETTLEMENT. The United States and any 

State and a l l royalty owners who, under existing contracts, are 

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

hereunder produced from any t r a c t , shall hereafter be e n t i t l e d 

to the r i g h t to take i n kind t h e i r share of the unitized sub­

stances allocated to such t r a c t , and Unit Operator, or i n case 

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

in special cases provided f o r , such working interest owner, shall 

make deliveries of such royalty share taken i n kind i n confor­

mity with the applicable contracts, laws and regulations. Settle­

ment for royalty interests not taken i n kind shall be made by 

working interest owners responsible therefor under existing 

contracts, laws, and regulations, on or before the l a s t day of 

each month fo r unitized substances produced during the preceding 



calendar month; provided, however, that nothing herein contained 

shall operate to relieve the lessees of any land from t h e i r res­

pective lease obligations f o r the payment of any royalties due 

under t h e i r leases, as herein Modified. 

I f Unit Operator introduces gas obtained from sources 

other than the unitized substances into any par t i c i p a t i n g area 

hereunder, f o r use i n repressuring, stimulation of production, 

or increasing ultimate recovery, which shall be i n conformity 

with a plan f i r s t approved by the Supervisor, the Commissioner, 

and thj^Ctommission, a l i k e amount of gas i f available, with due 

allowance for loss or depletion from any cause, may be withdrawn 

from the formation into which the gas was introduced, royalty 

free as to dry gas, but not as to the products extracted there­

from; provided that such withdrawal shall be at such time as may 

be provided i n the plan of operations or as may otherwise be 

consented to by the Supervisor and the Conunijssjjoner, and the 

Commj ssion as conforming to good petroleum engineering practice, 

and provided f u r t h e r , that such ri g h t of withdrawal shall termi­

nate on the termination of t h i s unit agreement. 

Royalty due the United States shall be computed as 

provided i n the operating regulations and paid i n value or de­

livered i n kind as to a l l unitized substances on the basis of 

the amounts thereof allocated to unitized Federal land as pro­

vided herein at the rates specified in 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 w e l l , 

said average production shall be determined i n accordance with 

the operating regulations as though each p a r t i c i p a t i n g area were 

a single consolidated lease. Royaltyjiue on account of State and 

privately-owned lands shall be computed and paid on the basis of 

a l l unitized substances allocated to such lands. 
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15. , RENTAL SETTLEMENT. Rentals or minimum royalties 

due on leases committed hereto shall be paid by working interest 

owners responsible therefor under existing 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 in 

lie u thereof due under their leases. Rental or minimum royalty 

for lands of the United States subject to this agreement shall be 

paid at the rate specified in the respective leases from the 

United States, or as otherwise provided by law or regulation. 

Such rental or minimum royalty may be waived, suspended, or re­

duced to the extent authorized by law and regulation. 

With respect to any lease on non-Federal land con­

taining provisions which would terminate such lease unless d r i l l ­

ing operations were within the time therein specified commenced 

upon the land covered thereby or rentals paid for the privilege 

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

by shall be deemed to accrue and become payable during the primary 

term thereof and thereafter u n t i l the required d r i l l i n g opera­

tions are commenced upon the land covered thereby or some portion 

of such land is included within a participating area. 

16. CONSERVATION. Operations hereunder and produc­

tion of unitized substances shall be conducted to provide for 

the most economical and efficient recovery of said substances 

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

or regulation. 

17. DRAINAGE. The Unit Operator shall take appro­

priate and adequate measures to prevent drainage of unitized 

substances from unitized land by wells on land not subject to 

this agreement or pursuant to applicable regulations pay a f a i r 

and reasonable compensatory royalty as determined by the Super­

visor for Federal land, or as approved by the Commissioner as 
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to_State land. 

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED. 

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

and other contracts relating to exploration, d r i l l i n g , develop­

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

agreement are hereby expressly modified and amended to the extent 

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

otherwise to remain in f u l l force and effect, and the parties 

hereto hereby consent that the Secretary and the Commissioner, 

respectively may, and by their approval of this agreement or by 

the approval hereof by their duly authorized representatives 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 in respect 

thereto to conform said requirements to the provisions of this 

agreement, and, without limiting 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 this agreement untor the terms hereof shall be deemed f u l l per­

formance of a l l obligations for development and operation with 

respect to each and every part or separately owned tract subject 

to this agreement, regardless of whether there i s any development 

of any particular part or tract of the unit area, notwithstanding 

anything to the contrary in any lease, operating agreement or 

other contract by and between the parties hereto, or their respec­

tive predecessors in interest, or any of them. 

(b) D r i l l i n g and producing operations performed here­

under upon any tract of unitized lands 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 failure to produce wells situated on land therein embraced. 
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(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 of the Interior and the^ojmi&sjiQner or their duly 

authorized representatives shall be deemed to constitute such 

suspension pursuant to such direction or consent as to each 

and every tract of unitized land. 

(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, and the State of New 

Mexico, committed to this agreement, which, by i t s terms might 

expire prior to the termination of this agreement, i s hereby ex­

tended beyond any such term so provided therein so that i t shall 

be continued in f u l l force and effect for and during the term of 

this agreement. Termination of this agreement shall not affect 

any lease which, pursuant to the terms thereof or applicable law, 

shall continue in f u l l force and effect thereafter. 

(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 in force beyond the 

term provided therein u n t i l the termination hereof. Any other 

Federal lease committed hereto shall continue in force beyond the 

term so provided therein or by law as to the committed land so 

long as the lease remains committed hereto, provided a valuable 

deposit of unitized substances is discovered within the unit area 

prior to the expiration date of the primary term of such lease. 

(f) Each sublease or contract relating to the operation 

and development of unitized substances from lands of the United 

States committed to this agreement, which by i t s terms would ex­

pire prior to the time at which the underlying lease, as extended 

by the immediately preceding paragraph, w i l l expire, is hereby 

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

shall be continued in f u l l force and effect for and during the 

term of the underlying lease as such term is herein extended. 
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19. COVENANTS RUN WITH LAND. The covenants herein 

shall be construed to be covenants running with the land with 

respect to the interests of the parties hereto and their suc­

cessors in interest u n t i l this agreement terminates, and any 

grant, transfer, or conveyance, of interest in land or leases 

subject hereto shall be and hereby is conditioned upon the as­

sumption of a l l privileges and obligations hereunder by the 

grantee, transferee, or other successor in interest. No as­

signment or transfer of any working, 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 Uhit Operator is furnished 

with the original, photostatic or certified copy of the instru­

ment of transfer. 

20. EFFECTIVE DATE AND TERM. This agreement shall 

become effective upon approval by the Director and the ̂ ommis-

sioner and shall terminate in five (5) years after such date, 

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

and Commissioner, or (b) i t i s reasonably determined prior to 

the expiration of the fixed term or any extension thereof that 

the unitized land is incapable of production of unitized sub­

stances in paying quantities in the formations tested hereunder 

and after notice of intention to terminate the agreement on such 

ground i s given by the Unit Operator to a l l parties in interest 

at their last known addresses, the agreement is terminated with 

the approval of the Director, a2^__the_^mraivssioner, or (c) a 

valuable discovery of unitized substances has been made on unitiz 

ed land during said i n i t i a l term or any extension thereof, in 

which case the agreement shall remain in effect so long as unitiz 

ed substances can be produced from the unitized land i n paying 

quantities, and, should production cease so long thereafter as 

diligent operations are in progress for the restoration of produc 

tion or discovery of new production and so long thereafter as the 
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unitized substances so discovered can be produced as aforesaid, 

or (d) i t i s terminated as provided i n Section 6 or Section 9 

hereof. This agreement may be terminated at any time by not 

less than 75 percentum, on an acreage basis, of the owners of 

working interests signatory hereto, with the approval of the 

Director and the Commissioner, 

The designation of the herein described unit area was 

based upon geologic data indicating that there are two structural 

features of independent closure which could effect separate ac-

cummulations of o i l or gas. Within two years a f t e r any o i l or 

gas i s marketed by reason of the discovery of o i l or gas i n pay­

ing quantities within the unit area, the unit operator shall 

commence the d r i l l i n g of an exploratory well pursuant to the 

provisions hereof at a location to be approved by the Supervisor 

i f upon lands of the United States, and i f upon State lands or 

patented lands approved by the Commission to te s t the second 

structu r a l feature, i f not sooner tested. In l i e u of d r i l l i n g 

the exploratory well upon the second feature as herein provided 

f o r , the unit area shall be contracted after due notice i n 

w r i t i n g as provided i n Section 2 hereof so as to exclude a l l lands 

within the area of the structural feature not tested as herein 

provided, where such lands are not within any part i c i p a t i n g area 

established pursuant to said unit agreement. 

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. 

A l l production and the disposal thereof shall be i n conformity 

with allocations, allotments, and quotas made or fixed by any 

duly authorized person or regulatory body under any Federal or 

State statute. The Director i s hereby vested with authority to 

al t e r or modify from time to time, i n his discretion, the rate 

of prospecting and development and within the l i m i t s made or 

fixed by the Commission to a l t e r or modify the quantity and 

rate of production under t h i s agreement, such authority being 
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hereby limi t e d to alt e r a t i o n or modification i n the public i n ­

terest, the purpose thereof and the public interest to be served 

thereby to be stated i n the order of alt e r a t i o n or modification; 

provided further that no such a l t e r a t i o n or modification shall 

be effective as to any land of the State of New Mexico as to the 

rate of prospecting and development i n the absence of the speci­

f i c w r i t t e n approval thereof by the Commissioner and as to any 

lands of the State of New Mexico or privately-owned lands sub­

ject to t h i s agreement as to the quantity and rate of production 

i n the absence of specific written approval thereof by the Commis­

sion, 

22. CONFLICT OF SUPERVISION. Neither the Unit 

Operator nor the working interest owners nor any of them shall 

be subject to any f o r f e i t u r e , termination, or expiration of any 

ri g h t s hereunder or under any leases or contracts subject here­

t o , or to any penalty or l i a b i l i t y on account of delay or f a i l ­

ure in whole or i n part to comply with any applicable provision 

thereof tov the extent that the said Unit Operator, working i n ­

terest owners or any of thorn are hindered, delayed, or prevented 

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

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

proper representatives of the United States and proper representa­

tives of the State of New Mexico i n and about any matters or 

thing concerning which i t i s required herein that such concur­

rence be obtained. The parties hereto, including the Commission, 

agree that a l l powers and authority vested i n the Commission 

i n and by any provisions of t h i s contract are vested i n the 

Commission and shall be exercised by i t pursuant to the provi­

sions of the laws of the State of New Mexico and subject i n any 

case to appeal or j u d i c i a l review as may now or hereafter be 

provided by the laws of the State of New Mexico. 
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23. APPEARANCES. Unit Operator shall, after notice to 

other parties affected, have the right to appear for or on behalf 

of any and a l l interests affected hereby before the Department of 

the Interior, the Cj3mmissioner_of public_Land, and the New Mexicoo 

Oil_Conservation ConmiijssJLojii, and to appeal from orders issued 

under the regulations of said Department, the Commissioner, or 

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

or any proceedings relative to operations before the Department 

of the Interior, the_Commissioner, or Commission, 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 re­

quired hereunder to be given or rendered to the parties hereto 

shall be deemed f u l l y given i f given in writing and personally 

delivered to the party or sent by postpaid registered mail, ad­

dressed to such party or parties at their respective addresses 

set forth in connection with the signatures hereto or to the 

r a t i f i c a t i o n or consent hereof or to such other address as any 

such party 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 
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d r i l l i n g or to operate on or produce unitized substances from 

any of the lands covered by th i s agreement shall be suspended 

while, but only so long as, the Unit Operator despite the 

exercise of due care and diligence i s prevented from complying 

with such obligations, i n whole or in part, by st r i k e s , acts of 

God, Federal, State, or municipal law or agencies, unavoidable 

accidonts, 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 heroin enumerated or not. 

27. FAIR EMPLOYMENT. The Unit Operator shall not 

discriminate against any employee or applicant f o r employment 

because of race, creed, color, or national o r i g i n , and an i d e n t i ­

cal provision shall be incorporated i n a l l sub-contracts, 

28. LOSS OF TITLE. In the event t i t l e to any t r a c t 

of unitized land or substantial interest therein shall f a i l and 

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

so that such t r a c t i s not committed to t h i s unit agreement, or 

the operation thereof hereunder becomes impractical as a result 

thereof, such t r a c t may be- eliminated from the unitized area 

and there shall be such readjustment of future costs and benefits 

as may be required on account of the loss of said acreage. In 

the event of a dispute as to t i t l e as to any royalty, working, 

or other interests subject thereto, the Unit Operator may w i t h ­

held payment or delivery on account thereof without l i a b i l i t y 

fo r interest u n t i l the dispute i s f i n a l l y settled: provided, 

tha t , as to Federal and_State land or leases, no payments of 

funds due the United States or the State of New Mexico sh a l l be 

withheld, but such funds shall be deposited with the D i s t r i c t 

Land Office of the Bureau of Land Management, or as directed 

by the Supervisor, and with the Commissioner of Public Lands of 

the State of New Mexico, respectively, to be held as unearned 
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money pending f i n a l settlement of the t i t l e dispute, and then 

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

settlement. 

Unit Operator as such i s relieved from any respon­

s i b i l i t y for any defect or failure of any t i t l e hereunder. 

29. NON-JOINDER AND SUBSEQUENT JOINDER-. I f the 

owner of any substantial interest in a tract within the unit 

area f a i l s or refuses to subscribe or consent to this agreement, 

the working interest owner in that tract may withdraw said tract 

from t h i s agreement by notice to the Director, the Commissioner, 

and the Unit Operator prior to the approval of this agreement 

by the Director and the__Commissioner. Any o i l or gas interests 

in lands within the unit area not committed hereto prior to sub­

mission of this agreement for f i n a l approval may thereafter be 

committed hereto by the owner or owners of such rights subscrib­

ing or consenting to this agreement, and, i f such owner is, also 

a working interest owner, by subscribing to the Unit Operating 

Agreement. I t is understood and agreed, however, that after 

operations are commenced hereunder, the right of subsequent 

joinder, as provided in th i s section, by a working interest 

owner is subject to such requirements, i f any, pertaining to 

such joinder, as may be provided for in the Unit Operating Agree­

ment, and i t is also understood and agreed that after discovery 

of unitized substances in paying quantities hereunder, a subse­

quent joinder by a non-working interest owner must be consented 

to by the working interest owner responsible for the payment of 

any benefits that may accrue hereunder in behalf of such non-

working interest. A subsequent joinder 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, the Commissioner and the Commission, of duly executed 

counterparts of a l l or any papers necessary to establish effec­

tive commitment of any tract to this agreement unless objection 

-25-



to such joinder is duly made within 60 days by the Director, 

Commissioner, or Commission. 

30. COUNTERPARTS. This agreement may be executed 

in any number of counterparts 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 in 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 in the lands 

within the above-described unit area. 

31. SURRENDER. During the l i f e of thi s agreement no 

right to surrender any lease or operating agreement reserved in 

any such instrument shall be exercised as to any lands within a 

participating area established pursuant to this agreement. There 

shall be no restriction on the right to surrender any lease or 

operating agreement embracing non-participating lands i f that 

right is reserved in such instrument, subject, however, to the 

conditions hereinafter prescribed: (a) i f a lease or portion 

thereof embracing non-participating lands is terminated as a 

result of a surrender to the lessor such lands shall not be deemed 

committed to this agreement unless and u n t i l such lands are re­

committed hereto by an agreement with the Unit Operator; (b) i f 

operating rights are surrendered to a lessee, said lessee shall 

have the right to become a party to a unit accounting agreement 

with the Unit Operator, effective as of the date of such sur­

render, or may with the consent of the lessor withdraw such 

lease from the unit agreement and operate such lease independent­

ly but i n accord with the conservation provisions of the unit 

agreement, provided, that i f neither of these alternatives is 

adopted within a period of 6 months following the effective date 
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of surrender, the lease shall automatically terminate as to the 

lands remaining in the unit area. 

IN WITNESS WHEREOF, the parties hereto have caused 

this agreement to be executed and have set opposite their 

respective names the date of execution. 

DATE CONTINENTAL OIL COMPANY 

l l 

ATTEST: 

Assistant Secretary 

ATTEST: DATE 

Assistant Secretary """"" 

ATTEST: DATE 

Vice President 

STANDARD OIL COMPANY OF TEX At 

By 
Vice President 

PHILLIPS PETROLEUM COMPANY 

' - By__ 
Assistant Secretary Vice President 

DATE 

Thomas A. Knight, and his wife, Elma Knight 
1300 Republic National Bank Building 
Dallas, Texas 

DATE 

H. U. Bass,"and his wife, Wilma 0, Bass 
1401 Magnolia Building 
Dallas, Texas 

DATE 

Adair Rembert and his wife, Sarah E. Rembert 
1800 Republic National Bank Building 
Dallas, Texas 

DATE 

Will C. Thompson, and his wife, Mrs. Banks Thompson 
1800 Republic National Bank Building 
Dallas, Texas 

DATE 

Alex F. Weisberg, and his wife, Marie K.Weisberg 
1800 Republic National Bank Building 
Dallas, Texas 

-27-



DATE 

Srnold S. Bunte, and his wife, Onaloma L. Bunte 
3 Park Road 
Roswell, New Mexico 

DATE 

Bruce K. Matlock, and his wife, Bonnie H. Matlock 
3 Fark Road 
Roswell, New Mexico 

DATE 

WTiton E. Scott, and his wife, Loradean A. Scott 
Box 265 

Artesia, New Mexico 

DATE 

ATTEST: BUFFALO OIL COMPANY 
„ By 
Secretary President 

Gulf States Building 
Dallas, Texas 

DATE 

Raymond A. Broomfield, Jr.7 and his"wife, Geraldine R. Broomfield 
Box 1062 
Ar t e s i a , Ne w Me x i co 

DATS 

Roland Rich Woolley and his wife, Woolley 
Carper Building, Artesia, Nev/ Mexico, and 649 S. Olive Street, 
Los Angeles 14, California 

DATS 

Hubert ~E. Cone, and his vrife, Cone 
Silver City 
Now Mexico 

DATE 

Harold T. Kelley, and his wife, Kelly 

1505 N. Washington Street 
Roswell, New Mexico 
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DATE 

77 M. Hall, and his wife, Bertha B. Hall 
Care of Nix * Yates 
314 Booker Building 
Artesia, New Mexico and 1102 Vashihgton Street, Artesia, N.M. 

DATE 

Donald W. Teed, and"his wife, Caraille D. Teed 
Care of Nix & Yates 
314 Booker Building 
Artesia, New Mexico, and 820 S. 6th Street, Artesia, New Mexico 

DATE 

ATTEST: MAGNOLIA PETROLEUM COMPANY 

. By 
Assistant Secretary President 
Box 900 
Dallas, Texas 

DATE 

E. R.Tain (single) 
Care of First National Bank 
Roswell, New Mexico 

DATE 

Mrs. Rose Delma Klutz, and her husband, Klutz 
411 Rialto Avenue " ~ ~ ~ - — — — — — — 
Venice, California 

DATE 

Paul R. Linden, and his wife.' ~* T ~ J 
* ' Linden 

810 S. Maple Street 
Alado, I l l i n o i s 

DATE 

R"ose F. Wilson (single) 
810 S. Maple Street" • 
Aledo, I l l i n o i s 

DATE 

Ralph Lowe, and his wife, Erma Lowe 
Box 832 
Midland, Texas 
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DATE 

John Vander Broek and his wife, Gertrude K. Vander Broek 
63 E, 3th Street 
Holland, Michigan 

DATE 

J• C. Vandeventer, and his wife, Vandevent 
607 Booker Building 
Artesia, New Mexico 

DATE 
ATTEST: SHELL OIL COMPANY 

. By 
Assistant Secretary President 
Box 1509 
Midland, Texas 

DATE 

G. B. Armstrong, and his wife, 

Roswell, New Mexico 

DATE 

_Armstrong 

Gale G, Armstrong, and his wife, 

Roswell, New Mexico 
Armstrong 
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