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Reference i t .nade tc cur letter of September 16, 1?55, 
whlo-i ae^ , .< !.ated the land to be included ln the South Chuo unit 
area, New Mexico. This letter advised that the fora of unit 
ment submitted with your application of July 20, 1955# would IM 
acceptable I f modified as indicated in red pencil aad attached 
r i . l ers . 

Subsequently, your letter of November k, 1955, requested 
that two .T.inor changes be made in Bections 15 and 18 of the fora 
of nn.It a.-ireettent. You stated that both of these changes, which 
a;p y or,.iy to State leases, have been approved by the lew Mexico 
State Land Coram1ssioner. 

According! 
modified as follows: 

Purvey letter of September 16, 1955* i» 

I . In the second paragraph of Section 15. Rental 
Settlement, delete any referenee to reduction or suspen­
sion of State lease rentals so that said second paragraph 
will be as fellows: 

"Rentals on State of New Mexico lands subject 
tc thi.s a^re^icent shall be paid at the rates 
specified in the respective leases." 

?. Add the following proviso to cover State leases 
only at the er.d cf subsection l6 (h) ; 

"Provided, however, notwithstanding any of the 
provisions of the Agreement to the contrary, any 
lease embracing lands of the State of Sew Mexico 
having only a portion of i t s lands comitted here­
to 8ha 11 continue in f u l l force and effect beyond 
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the term pro«iled therein as to a l l lends embraced 
in t i.:n lease, if unitized substances ars discovered 
and are capable of being produced in paying quan­
tities froa some part of the lands embraced in such 
lease, or from a well spacing unit defined or approved 
by the Comro: ssi cr, including some part of the lands 
embraced in such laase, committed to this Agreement, 
or if production jn paying quantities is being pro­
duced from -jome part of the lands embraced in such 
lease outbide this 'unit area, at the expiration of 
the secondary term of such lease; or i f , at the 
expiration of the secondary term, the lessee or the 
Unit Operator is then engaged in bona fide drilling 
or reworking op*rati one on some part of the lands 
embraced in such lease, or on s well spacing unit 
defined or approved by tne Commission including 
some part of the lands embraced in such lease, 
the same ar to a l l lands embraced therein shall 
remain in full force and effect so long as sues 
operations are being diligently prosecuted, and 
i f they result in the production of unitized sub­
stances, said lease shall continue in full foroe 
and effect, as to a l l lands embraced therein, and 
so long thereafter as unitized substances in pay­
ing quantities tire being produced from any portion 
of said lands." 

Sincerely yours, 

Act 11 . „ Director 
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