
TO: The Director 
United States Geological Survey 
Washington 25, D. C. 

The Commissioner of Public Lands of the 
State of New Mexico 
State Land Office 
Santa Fe, New Mexico 

1£BEI V! | 

JUN 24 1960 
U S GEOLOGICAL SURVEY 
ROSWELL, NEW MEXICO 

REQUEST FOR TERMINATION OF THE NORTH CAVERNS UNIT 
NO. 14-08-001-6774 

The undersigned, representing i n excess of seventy-five per cent, 

on an acreage basis, of the owners of working interests i n the North Caverns 

Unit Area, state as follows: 

The te s t well required under Section 9 of the Unit Agreement 

f i n a l l y approved on May 10, I960, was d r i l l e d at a location i n the 

NW/4 SW/4 of Section 11, Township 23 South, Range 24 East, N.M.P.M., to 

t o t a l depth of 11,515 f e e t , the f i n a l depth being reached on May 26, I960. 

On d r i l l s t e m test conducted May 26, i960, the i n t e r v a l between 11,424 feet 

and 11,515 feet i n the Devonian formation was tested and 260 feet of mud 

cut s a l t water and 2,000 feet s a l t water were recovered. Further d r i l l i n g 

of said well appeared to have been unwarranted and impracticable. The 

well was plugged and abandoned on May 29, i960. 

. ••' y'" - •,, By reason of the above the undersigned respectfully request 

tia-t*'Wte.:w£ 
Date Approved J U L 2 2 1^0 

frrth Caverns Unit be terminated effective July 1, i960.| ^j^J 

Pcnrnptr. 

ector, U. S. Geological Survey 
> 

By 

GULF OIL CORPORATION 

/' 

Ext). 

Prod. 
Z2V 

Attorney- in-Fact 

ATTEST 

. ATTEST: 

NORTHERN NATURAL GAS PRODUCING..y0OMPANY 

l j Vice-President (/ " - ' v , \ 

PHILLIPS PETROLEUM COMPANY 



" as.' i 

T̂ HE OIL 

APPRC'/:.r> 

THE SUPERIOR OIL COMPANY 

Assistant Secretary 

ATTEST:' >// 

Asslsta/ht Secretary 

TIDEWATER OIL COMPANY 

APPROVID AS TO 

Form „ . 

TEXACO SEABOARD INC. 

^ A ^ T E S T : ' ^ ' 

^ 5 i , ^ ^ f t s s i s t s r r t Secretary 

HONDO OIL & GAS COMPANY 

Vice-Pres iden t 

r v! 

3Y/F. HOLDER 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

»regoing instrument was acknowledged before me this /^J 

day of I960, by W. A. SHELLSHEAR 

/ ^ f f i i . l ^ y ^ y - ^ n - F a c t f o r GRJLP OIL CORPORATION, a Pennsylvania corporation, 

~ o: V 

said corporation. 

7
-- ÂCe. ^ 

Notary P^Blid 

'•'ttriuv.vv 
fission Expirees:. 
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STATE OF NEBRASKA 

COUNTY OF DOUGLAS 

The foregoing instrument was acknowledged before me t h i s 15th 

day of J u r ) ? i , I960, by John M. Hanley 

Vice-President of NORTHERN NATURAL GAS PRODUCING COMPANY/' a' Delaware 

corporation, on behalf of said corporation. 

• 4 V s 
Notary Public 

My Commission-Expires: 

April 11", *19p*3 :s-' 

STATE OF OKLAHOMA ( 

COUNTY OF WASHINGTON f 

The foregoing instrument was acknowledged before me th i s yJ-ZA. 

day of Cj , I960, by :?,. f, , A t g ^ t ^ , 

Vice-President of PHILLIPS PETROLEUM COMPANY, a Delaware corporation, on 

behalf of said corporation. 

.•.; Notary Public ' 

My Commission Expires: 

STATE OF TEXAS \ 

COUNTY OF MIDLAND \ 

The foregoing instrument was acknowledged before me this //? 

day of 9<fs^r£ , I960, by hW*7?ff/r?.^ > 

Vice-President of THE SUPERIOR OIL COMPANY, a California corporation, 

on behalf of said corporation. 

/./•'*" > "'%y 
My Commission Expires: 

Notary Public 
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STATE OP TEXAS j 

COUNTY OF HARRIS J 

The foregoing instrument was acknowledged before me t h i s / / / 

> 1960, by E. R. MTT.T.F.R .T:. , Vice-President 

of TIDEWATER OIL COMPANY, a Delaware corporation, on behalf of said corpora­

t i o n . / 

/• 
Notary Fub lg? ^ — 

My Commission Expires: 

STATE OF TEXAS f 

C0U1\TTY OF MIDLAND | 

\>^.!V-•••/•^He foregoing. in&fcrujftent was acknowledged before me th i s 

• o-̂  ' ' ^ f r , * ^ i Z l , < v ^ y r # o ^ * At to rney- In­

f e c t . of TEXACfe 3Em9ftftH& SlfC. , * Delaware corporat ion, on behalf of said 

eor5Bbrati5bn^' 
* J ' IL-. • : v 

Notary Public 

My Commission Expires: 

t ' f - t / . ....... 

STATE OF NEW MEXICO 

COUNTY OF CHAVES | 

The forsgotftg itt*%f*«ffcettt was acknowledged before me this ^ 

Vice-dmy of "JtikWfc^. i960, by J^g kV JLm£%¥-* 

President of HONDO OIL & (SAS COMPANY, a New Mexico corporation, on behalf 

of said corporation. 



STATE OF NEW MEXICO J 

COUNTY OF LEA jj .. ,; 

The foregoing instrument was acknowledged before me this ^ 

day of ^Ln/-^ I960, by7A. C. HOLDER and RUBY F. HOLDER, 

h i s w i f e . 

>9. Z/J^J&^> 
^ r / N o t a r y Publ ic 

] ^ V c o m m I ^ s I ^ \ E x p i r e s : 

'«.>.• •-• u v.. y 

WVK:e j i 
6-13-60 

(30) 



CERTIFICATE OT APPROVAL 

FOR TBI TERMUfATXO* Of THE NORTH CAVERNS USIT AGREEMENT. 

Thara having bean presented to tha Commissioner of 

Public Landa a raquaat for termination of tha North Cavarna 

Unit} 

thia raquaat having baan aigned by ovar seventy-five 

parcant, on an acreage baaia, of tha owners of working 

intaraat in tha north Cavarn Unit} 

thia raquaat atataa that tha taat wall required to ba 

drl Had in tha North Cavarna Unit araa under Saction 9 of 

tha Unit Agra want was drilled and waa plugged and abandoned 

on May 29* I960* and due to thla fact tha working Intaraat 

ownara raquaat approval for tha termination of thla unit 

affective July 1, 1960. 

THEREFORE, thia Certificate of Approval for tha ter­

mination of tha Korth Cavarna Unit la executed, with aaal 

affixed, thia 22nd day of June, 1960. 

"cet*iissicKsa OF PUBLIC LANDS 



TO: The Director 
United States Geological Survey 
Washington 25, D. C. 

The Commissioner of Public Lands of the 
State of New Mexico 
State Land Office 
Santa Pe, New Mexico 

E 0 EIV E 
•3 

JUN 24 1960 
U S GEOLOGICAL SURVEY 
ROSWELL, MEW MEXICO 

REQUEST FOR TERMINATION OF THE NORTH CAVERNS UNIT 
NO. 14-08-001-6774 

The undersigned, r e p r e s e n t i n g i n excess of seventy-five per cent, 

on an acreage b a s i s , of the owners of working i n t e r e s t s i n the North Caverns 

Unit Area, s t a t e as f o l l o w s : 

The t e s t w e l l r e q u i r e d under Section 9 of the Unit Agreement 

f i n a l l y approved on May 10, I960, was d r i l l e d at a l o c a t i o n i n the 

NW/4 SW/4 of Section 11, Township 23 South, Range 24 East, N.M.P.M., to 

t o t a l depth of 11,^15 f e e t , the f i n a l depth being reached on May 26, I960. 

On d r i l l s t e m t e s t conducted May 26, i960, the i n t e r v a l between 11,424 f e e t 

and 11,515 f e e t i n the Devonian formation was tested and 260 feet of mud 

cut s a l t water and 2,000 f e e t s a l t water were recovered. Further d r i l l i n g 

of said w e l l appeared t o have been unwarranted and impracticable. The 

w e l l was plugged and abandoned on May 29, i960. 

• By reason of the above the undersigned r e s p e c t f u l l y request 

verris Unit "be terminated effective July 1, 1960.r 'y^uzJ \ 
Date A p p r o v e d . . . ^ l l ^ H I 

t h ^ t * ' ^ e . ^ r t h Ca 

Mctir^Dj/ector, U. S. Geological Survey 
) 

I Oornritr • / 

GULF OIL CORPORATION 1 E»P. ,'( ,'?• I Exn. 

fprod. 

By 
AsS 

. - r r -f-/l ''' 'I—*.. 
Attorney-in-Fact 

ATTEST 

ATTEST 

NORTHERN NATURAL GAS PRODUCING, ̂OMPANY. 

l J Vice-President V V, 

PHILLIPS PETROLEUM COMPANY 



~Mi ,<fcV?jtes£ »ifc&it Secretary 

HONDO OIL & GAS COMPANY 

f t . , , r \ 

Vice-President 

\ HOLDER 

STATE OP NEW MEXICO 

COUNTY OF CHAVES 

>regoing instrument was acknowledged before me t h i s A 

day of , I960, by W. A. SHELLSHEAR 

-Fact f o r GULF OIL CORPORATION, a Pennsylvania corporation 

^ / ^ e j r r / ^ j ^ ^ ^ ? p f said corporation. 

*' Co**""*" \\* \N 

' " X . teTi^i^fssion Expires :, • ' ' i r j j i i n -

- 2 -



STATE OP NEBRASKA 

COUNTY OF DOUGLAS 

The foregoing instrument was acknowledged before me th i s 15th 

day of J i m o , I960, by John M. Hanley 

Vice-President of NORTHERN NATURAL GAS PRODUCING COMPANY, a Delaware 

corporation, on behalf of said corporation. 

• ^\ ' . . Notary Public 

My- Commission-Expires: 

April IT, '1963 :'" 

STATE OF OKLAHOMA jj 

COUNTY OF WASHINGTON J 

The foregoing instrument was acknowledged before me th i s y j-z*, 

day of Q,^_^ I960, by f> . J ^ ^ y , 

Vice-President of PHILLIPS PETROLEUM COMPANY, a Delaware corporation, or. 

behalf of said corporation. 

Notary Public 

' • }- • V : 

My-Commisfe'ion Expires: 

STATE OF TEXAS { 

COUNTY OF MIDLAND $ 

The foregoing instrument was acknowledged before me t h i s 

day of Q^fy^rj^ , I960, by -^J ^£^tf</r>^ , 

Vice-President of THE SUPERIOR OIL COMPANY, a California corporation, 

on behalf of said corporation. 

Notary Public 

My Commission Expires: 
• v 



STATE OP TEXAS jf 

COUNTY OF HARRIS ( 

The foregoing instrument was acknowledged before me this / { i 

day of — , I960, by E. R MTT.T.ER .T:. Vice-President 

of TIDEWATER OIL COMPANY, a Delaware corporation, on behalf of said corpora­

t i o n . / 

Notary Publfco^ * 

My Commission Expires: 

_ _ _ _ _ _ — i € MIn •-If-i rm-f • .rw 

STATE OF TEXAS f 

COUNTY OF MIDLAND | 

•^•% e . foregoing. Instrument was acknowledged before me th i s ^5_____ 

day of ^ m r ^ T - , , ^ S / £ y , ^ . J ^ , At to rney- ln -

S^ct of TEXACO: ~ft*ttOftl*ft _*KJ*, * Delaware corporation, on behalf of said 

ebrabra t ib i l / 

My Commission Expires; 

I -

STATE OF NEW MEXICO 

COUNTY OF CRAVES \ 

Notary Public 

The forsgoiftg itt»fcr\»»ent was acknowledged before me thi s 2 & " 

<fty of ~lt_>^ft^—...» i960, by 3 7 * I A / Z _ _ * _ e v » Vice-

President of HONDO OIL Is GAS COMPANY, a New Mexico corporation, on behalf 

of said corporation. 



STATE OF NEW MEXICO J 

COUNTY OF LEA j . 

The foregoing instrument was acknowledged before me this J f / 

day of P1*™*— b y A* °* H 0 L D E R a n d R U B Y F. HOLDER, 
h i s wi fe . 

>9. £JLM^> 
• ^ U. ','//.,, / ^Notary Publ ic 

^ConiBii | s i c ^ E x p i r e s: 
•"""»: V / , . .... ' C J 

V, (fjf 

WVK:eji 
6-13-60 

(30) 
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CERTIFICATE Of APPROVAL 

FOR TBS TERMINATION OF TUB NORTH CAVERNS UNIT AGREEMENT. 

There having baan praaantad to tha Commissioner of 

Public Landa a raquaat for termination of tha North Cavarna 

Unit} 

thia raquaat having baan signed by over seventy-five 

parcant. on an acreage baaia, of tha owners of working 

intaraat ln tha North Cavern Unit} 

thia raquaat atataa that tha teat wall required to be 

drl Had In tha North Cavarna Unit araa under Saction 9 of 

tha Unit Aqrsamsnt was drilled and waa plugged and abandoned 

on May 29, I960, and dua to thla fact tha working Intaraat 

owners raquaat approval for tha termination of thla unit 

affective July 1, 1960. 

THBJU-PORB. thia Certificate of Approval for tha ter­

mination of tha North Cavarna Unit la executed, with aaal 

affixed, thia 22nd day of June, 1960. 

BT: 
CGttaSSZOK-SL OF PUBLIC ZJU8_8 



CONSENT AND RATIFICATION OF 

NORTH CAVERNS UNIT AGREEMENT 

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge 

receipt of a copy of the Unit Agreement f o r the development and opera­

t i o n of the North Caverns Unit Area embracing lands In Eddy County, 

New Mexico, which said Agreement Is dated the «-'> day of / j r - > . 7 

, i960, and acknowledge that they have read the same 

and are f a m i l i a r with the terms and conditions thereof. 

The undersigned also being the owners of overriding royalty 

or productiion payment in t e r e s t s In the lands or minerals embraced i n 

said Unit Area, do hereby commit a l l of t h e i r said Interests to the 

North Caverns Unit Agreement and do hereby consent thereto and r a t i f y 

and agree to be bound by a l l of ,ne terms and provisions thereof, 

exactly the same as I f the undersigned had executed the o r i g i n a l of 

said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgments. 

:^,T/A \ - /^v^ - / U/U < <w. 
- - __ 

to cl r» < • -

ILLEGIBLE 
STATE OF WW MP ICO j 

COUNTY OF CRATES jj 

The foregoing instrument was acknowledged before me this 14th 



CONSENT AND RATIFICATION OF 

NORTH CAVERNS UNIT AGREEMENT 

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge 

receipt of a copy of the Unit Agreement f o r the development and opera­

t i o n of the North Caverns Unit Area embracing lands i n Eddy County, 

New Mexico, which said Agreement i s dated the iV^T day of /!/-'>> / 

, i960, and acknowledge that they have read the same 

and are f a m i l i a r w i th the terms and conditions thereof. 

The undersigned also being the owners of overriding royalty 

or productiion payment Interests i n the lands or minerals embraced i n 

said Unit Area, do hereby commit a l l of t h e i r said interests to the 

North Caverns Unit Agreement and do hereby consent thereto and r a t i f y 

and agree to be bound by a l l of the terms and provisions thereof, 

exactly the same as i f the undersigned had executed the o r i g i n a l of 

said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgments. 

ILLEGIBLE 
STATE OF MEXICO 

COUNTY OF CBATEl \ 

The foregoing instrument was acknowledged before me th i s 14th 
> I960, by Callle C, Mcfcf>i, wttOT OX M. A, 

f ^ E l P — o f Art e i l * . Kwr _i¥lfin 



CONSENT AND RATIFICATION OF 

NORTH CAVERNS UNIT AGREEMENT 

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge 

receipt of a copy of the Unit Agreement f o r the development and opera­

t i o n of the North Caverns Unit Area embracing lands i n Eddy County, 

New Mexico, which said Agreement i s dated the day of 

, I960, and acknowledge that they have read the same 

and are f a m i l i a r w i t h the terms and conditions thereof. 

The undersigned also being the owners of overriding royalty 

or productiion payment i n t e r e s t s i n the lands or minerals embraced i n 

said Unit Area, do hereby commit a l l of t h e i r said i n t e r e s t s to the 

North Caverns Unit Agreement and do hereby consent thereto and r a t i f y 

and agree to be bound by a l l of the terms and provisions thereof, 

exactly the same as i f the undersigned had executed the o r i g i n a l of 

said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF t h i s instrument i s executed by the under­

signed as of the date set f o r t h I n t h e i r respective acknowledgments. 

STATE OF 

COUNTY OF 

•BY nxico 
i 

Xhe foregoing instrument was acknowledged before me this I4_h 
d»*«»» , I960, by f n l l l t f, l c , H l . Wltt.W nf M I 

_ — o f Art f l * . Iftr Mj_«tM» Z Z 

i r e s : 



CONSENT AND RATIFICATION OF 

NORTH CAVERNS UNIT AGREEMENT 

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge 

r e c e i p t of a copy of the Unit Agreement f o r the development and opera­

t i o n of the North Caverns Unit Area embracing lands i n Eddy County, 

New Mexico, which said Agreement i s dated the day of 

f f b r , I , I960, and acknowledge t h a t they have read the same 

and are f a m i l i a r w i t h the terms and c o n d i t i o n s t h e r e o f . 

The undersigned also being the owners of o v e r r i d i n g r o y a l t y 

or p r o d u c t i i o n payment I n t e r e s t s i n the lands or minerals embraced I n 

said Unit Area, do hereby commit a l l of t h e i r said i n t e r e s t s tc the 

North Caverns Unit Agreement and do hereby consent t h e r e t o and r a t i f y 

and agree to be bound by a l l of the terms and p r o v i s i o n s t h e r e o f , 

e x a c t l y the same as i f the undersigned had executed the o r i g i n a l of 

said Unit Agreement or a counterpart t h e r e o f . 

IN WITNESS WHEREOF t h i s Instrument i s executed by the under­

signed as of the date set f o r t h I n t h e i r r e s p e c t i v e acknowledgments. 

Y/\ V •? . M VllJ. i 

ILLEGIBLE 
STATE OF fyfE¥V Mexico \ 

COUNTY OF CURVES Sl 

The f o r e g o i n g ins t rument was acknowledged be fo re me t h i s j j a 

d a v o f APRIL > !960, by AAIUIF.R r UH.U MiLNfft ttfg tiusRUND 
0 1 /faWELL, ttEri MttklCQ 



CONSENT AND RATIFICATION OF 

NORTH CAVERNS UNIT AGREEMENT 

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge 

receipt of a copy of the Unit Agreement f o r the development and opera­

t i o n of the North Caverns Unit Area embracing lands l n Eddy County, 

New Mexico, which said Agreement i s dated the day of 

fl^n I i I960, and acknowledge that they have read the same 

and are f a m i l i a r w i th the terms and conditions thereof. 

The undersigned also being the owners of overriding royalty 

or productiion payment in t e r e s t s l n the lands or minerals embraced l n 

said Unit Area, do hereby commit a l l of t h e i r said interests to the 

North Caverns Unit Agreement and do hereby consent thereto and r a t i f y 

and agree to be bound by a l l of the terms and provisions thereof, 

exactly the same as I f the undersigned had executed the o r i g i n a l of 

said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF t h i s Instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgments. 

STATE OF M M M e m o $ 

COUNTY OF CHRVEJ \ 

The foregoing instrument was acknowledged before me t h i s /J 
daY o f fffiBitt > !960, by MM MILAlE/f » lAl.U MILNfft, kEtt tiusRRND 

o f &OSWELL tie* M£%WJ> 



CONSENT AND RATIFICATION OF 

NORTH CAVERNS UNIT AGREEMENT 

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge 

receipt of a copy of the Unit Agreement f o r the development and opera­

t i o n of the North Caverns Unit Area embracing lands I n Eddy County, 

New Mexico, which said Agreement Is dated the day of 

fl^r11 > I960, and acknowledge that they have read the same 

and are f a m i l i a r w i t h the terms and conditions thereof. 

The undersigned also being the owners of overriding royalty 

or productiion payment in t e r e s t s I n the lands or minerals embraced I n 

said Unit Area, do hereby commit a l l of t h e i r said interests to the 

North Caverns Unit Agreement and do hereby consent thereto and r a t i f y 

and agree to be bound by a l l of the terms and provisions thereof, 

exactly the same as i f the undersigned had executed the o r i g i n a l of 

said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgments. 

STATE OF Mflirt \ 

COUNTY OF CURVES \ 

The foregoing instrument was acknowledged before me this /J*^" 
d & y o f APRIL » !960, by M U s y ti MUtf* * IA/.U MlLNfg Use riusflflrtD 

o f #03WELL, UiVi MEWA 



CONSENT AND RATIFICATION OF 

NORTH CAVERNS UNIT AGREEMENT 

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge 

receipt of a copy of the Unit Agreement f o r the development and opera­

t i o n of the North Caverns Unit Area embracing lands In Eddy County, 

711 
New Mexico, which said Agreement i s dated the '-prV day of 

j I960, and acknowledge that they have read the same 

and are f a m i l i a r w i t h the terms and conditions thereof. 

The undersigned also being the owners of overriding royalty 

or productiion payment Interests In the lands or minerals embraced i n 

said Unit Area, do hereby commit a l l of t h e i r said Interests to the 

North Caverns Unit Agreement and do hereby consent thereto and r a t i f y 

and agree to be bound by a l l of the terms and provisions thereof, 

exactly the same as i f the undersigned had executed the o r i g i n a l of 

said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgments. 

1 

STATE OF T E X A S \ 

COUNTY OF HARRIS \ 

The foregoing instrument was acknowledged before 
day of April , I960, by Mr. and UT*. N. G. Cwenvtf* 

of Houston, Texag \ 

Notary m i b l i c 
My Commission E x p i r e s : OO#6THY W. HALL 

Jup.e 1 , 1 9 6 1 Notary Pub:.c *n and fot Her is Ceunty. Texas 
My Ccmm;ii; j : i Expjte: Ji.r.s 1, iac l 



CONSENT AND RATIFICATION OF 

NORTH CAVERNS UNIT AGREEMENT 

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge 

receipt of a copy of the Unit Agreement f o r the development and opera­

t i o n of the North Caverns Unit Area embracing lands In Eddy County, 

New Mexico, which said Agreement Is dated the p r ¥ day of 

, I960, and acknowledge that they have read the same 

and are f a m i l i a r w i t h the terms and conditions thereof. 

The undersigned also being the owners of overriding royalty 

or productiion payment inte r e s t s l n the lands or minerals embraced i n 

said Unit Area, do hereby commit a l l of t h e i r said interests to the 

North Caverns Unit Agreement and do hereby consent thereto and r a t i f y 

and agree to be bound by a l l of the terms and provisions thereof, 

exactly the same as i f the undersigned had executed the o r i g i n a l of 

said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF t h i s instrument i s executed by the under-

signed as of the date set f o r t h i n t h e i r respective acknowledgments. 

0 

STATE OF TEXAS 

COUNTY OF HARRIS 

day o f 

i 
to. • 

The foregoing instrument was acknowledged before 
A p r i l , I 9 6 0 , by M r . and Uir*. N . G. C 

of Houston. Texas " ' 

My Commission E x p i r e s : 
June 1. 1961 

N o t a r y / y u b l i c 
DOTOTHY W. HALL 

Notary Public <n and for Harris County, T>\;» 
My Commission Expiiez June 1, i 9 f ; 



CONSENT AND RATIFICATION OF 

NORTH CAVERNS UNIT AGREEMENT 

EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge 

receipt of a copy of the Unit Agreement for the development and opera­

tion of the North Caverns Unit Area embracing lands In Eddy County, 

New Mexico, which said Agreement is dated the j^jj^t day of tt^SUsC^ 

, I960, and acknowledge that they have read the same 

and are familiar with the terms and conditions thereof. 

The undersigned also being the owners of overriding royalty 

or productiion payment interests in the lands or minerals embraced in 

said Unit Area, do hereby commit a l l of their said interests to the 

North Caverns Unit Agreement and do hereby consent thereto and ratify 

and agree to be bound by a l l of the terms and provisions thereof, 

exactly the same as I f the undersigned had executed the original of 

said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF this instrument is executed by the under­

signed as of the date set forth In their respective acknowledgments. 

STATE OF TEXAS 

COUNTY OF HARRIS 

day of 

\ 

The foregoing instrument was acknowledged befoi 
April , I960, by Mr. and Urt. N. G. C 

of Houston. Texaa ' 

My Commission Expires: 
Juno 1. 1961 

Notary/Tub!Ic 
DOTOTHY W. HALL 

Notary Public in and for Harris County, Tex*« 
My Commission Expires June 1, 1961 



5>, Jlk-t 
UNIT AGREEMENT 

j ̂  f 0 ̂  FOR THE DEVELOPMENT AND OPERATION OF THE 
I A NORTH CAVERNS UNIT AREA 

I ̂  ' EDDY COUNTY, NEW MEXICO 
NO. 

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

, i960, 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/' I f i V t 

WHEREAS the parties hereto are the owners of working, r o y a l t y , 

or other o i l and gas in t e r e s t s i n the u n i t area subject to t h i s agreement; 

and 

WHEREAS the Mineral Leasing Act of February 25, 1920, 4 l Stat. 

437, as amended, 30 U.S.C. Sees. l 8 l et seq., authorizes Federal lessees 

and t h e i r representatives to unite w i t h each other, or j o i n t l y or separately 

w i t h others, i n c o l l e c t i v e l y adopting and operating a cooperative or u n i t 

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

area, or any part thereof f o r the purpose of more properly conserving the 

natrual resources thereof whenever determined and c e r t i f i e d by the Secretary 

of the I n t e r i o r to be necessary or advisable i n the public i n t e r e s t ; and 

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

Mexico i s authorized by an Act of the Legislature (Sec. 7-11-39 N.M. 

Statutes 1953 Annotated) to consent to or approve t h i s agreement on be­

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

and mineral i n t e r e s t s of the State of New Mexico; and 

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

Mexico i s authorized by an act of the Legislature (Chapter 72, Laws of 

1935, as amended by Chapter 193, Laws of 1937/ Chapter 166, Laws of 19^1, 

and Chapter 168, Laws of 19^9) to approve t h i s agreement and the conserva­

t i o n provisions hereof; and 



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

North Caverns Unit Area covering the land hereinafter described to give 

reasonably e f f e c t i v e control of operations therein; and 

WHEREAS, i t i s the purpose of the parties hereto to conserve 

natural resources, prevent waste, and secure other benefits obtainable 

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

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

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

herein contained, the parties hereto commit to t h i s agreement t h e i r re­

spective i n t e r e s t s i n the below-defined u n i t area, and agree severally 

among themselves as follows: 

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

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

including operating and u n i t plan regulations, heretofore issued there­

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

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

lands, provided such regulations are not inconsistent with the terms of 

t h i s agreement; and as to State of New Mexico and p r i v a t e l y owned lands, 

the o i l and gas operating regulations i n e f f e c t as of the e f f e c t i v e date 

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

the terms hereof or the laws of the State of New Mexico are hereby accepted 

and made a part of t h i s agreement. 

2. UNIT AREA. The following-described land i s hereby designated 

and recognized as c o n s t i t u t i n g the u n i t area: 

T-22-S, R-24-E, N.M.P.M. T-23-S, R-24-E, N.M.P.M. 

Section 26: S/2 Section 1: W/2 
27: S/2 2: A l l 
34: A l l 3: A l l 
35: A l l 10: A l l 

11: A l l 
12: W/2 
14: N/2, SW/4, W/2 SE/4 
15: A l l 

Containing 6,302.63 acres, more or less. 

Exhibit A attached hereto i s a map showing the u n i t area and the 

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

-2-



of ownership of o i l and gas interests i n a l l land i n the u n i t area. How­

ever, nothing herein or i n said schedule or map sh a l l be construed as a 

representation by any party hereto as to the ownership of any i n t e r e s t 

other than such i n t e r e s t or inte r e s t s as are shown i n said map or 

schedule as owned by such party. Exhibits A and B shall be revised by 

the Unit Operator whenever changes i n the u n i t area render such revision 

necessary, or when requested by the O i l and Gas Supervisor, hereinafter re­

ferred to as "Supervisor", or when requested by the Commissioner of Public 

Lands of the State of New Mexico, hereinafter referred to as "State Com­

missioner", and not less than seven copies of the revised exhibits s h a l l 

be f i l e d with the Supervisor, and one (1) copy thereof shall be f i l e d with 

the State Commissioner and one ( l ) copy with the New Mexico O i l Conserva­

t i o n Commission, hereinafter referred to as "State Commission". 

The above-described u n i t area s h a l l when practicable be expanded 

to include therein any addit i o n a l t r a c t or t r a c t s regarded as reasonably 

necessary or advisable f o r the purposes of t h i s agreement, or shall be 

contracted to exclude lands not w i t h i n any p a r t i c i p a t i n g area whenever 

such expansion or contraction i s necessary or advisable to conform with 

the purposes of t h i s agreement. Such expansion or contraction s h a l l be 

effected i n the f o l l o w i n g manner: 

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

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

demand of the State Commissioner, a f t e r preliminary concurrence by the 

Director, s h a l l prepare a notice of proposed expansion or contraction des­

c r i b i n g the contemplated changes i n the boundaries of the u n i t area, the 

reasons therefor, and the proposed e f f e c t i v e date thereof, preferably 

the f i r s t day of a month subsequent to the date of notice. 

(b) Said notice s h a l l be delivered to the Supervisor, the State 

Commissioner and the State Commission and copies thereof mailed to the 

l a s t known address of each working I n t e r e s t owner, lessee, and lessor 

whose inte r e s t s are affected, advising that 30 days w i l l be allowed f o r 

submission to the Unit Operator of any objections. 

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

ceding item (b) hereof, Unit Operator s h a l l f i l e with the Supervisor, the 
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State Commissioner and the State Commission evidence of mailing of the 

notice of expansion or contraction and a copy of any objections thereto 

which have been f i l e d w i t h the Unit Operator, together with an applica­

t i o n i n s u f f i c i e n t number, f o r approval of such expansion or contraction 

and with appropriate joinders. 

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

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

Commissioner and the State Commission, become e f f e c t i v e as of the date 

prescribed i n the notice thereof. 

(e) A l l l e g a l subdivisions of un i t i z e d lands ( i . e . , 40 acres by 

Government survey or i t s nearest l o t or t r a c t equivalent i n instances of 

i r r e g u l a r surveys, however, unusually large l o t s or t r a c t s s h a l l be con­

sidered i n multiples of 40 acres, or the nearest aliquot equivalent there­

of, f o r the purpose of elimination under t h i s subsection), no parts of 

which are e n t i t l e d to be i n a p a r t i c i p a t i n g area w i t h i n 5 years a f t e r the 

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

p a r t i c i p a t i n g area established under the u n i t agreement, shall be eliminated 

automatically from t h i s agreement, e f f e c t i v e as of the f i r s t day there­

a f t e r , and such lands s h a l l no longer be a part of the u n i t area and sh a l l 

no longer be subject to t h i s agreement, unless at the expiration of said 

5-year period d i l i g e n t d r i l l i n g operations are i n progress on un i t i z e d 

lands not e n t i t l e d to p a r t i c i p a t i o n , i n which event a l l such lands s h a l l 

remain subject hereto f o r so long as such d r i l l i n g operations are con­

tinued d i l i g e n t l y , w i t h not more than 90 days' time elapsing between the 

completion of one such w e l l and the commencement of the next such w e l l , 

except that the time allowed between such wells s h a l l not expire e a r l i e r 

than 30 days a f t e r the expiration of any period of time during which 

d r i l l i n g operations are prevented by a matter beyond the reasonable control 

of u n i t operator as set f o r t h i n the section hereof e n t i t l e d "Unavoidable 

Delay"; provided that a l l l e g a l subdivisions of lands not i n a p a r t i c i ­

pating area and not e n t i t l e d to become p a r t i c i p a t i n g under the applicable 

provisions of t h i s agreement w i t h i n 10 years a f t e r said f i r s t day of the 

month f o l l o w i n g the e f f e c t i v e date of said f i r s t i n i t i a l p a r t i c i p a t i n g area 

s h a l l be eliminated as above specified. Determination of creditable 
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"Unavoidable Delay" time shall be made by unit operator and subject to 

approval of the Director and the State Commissioner. The unit operator 

shall, within 90 days after the effective date of any elimination here­

under, describe the area so eliminated to the satisfaction of the Director 

and the State Commissioner and promptly n o t i f y a l l parties i n interest. 

I f conditions warrant extension of the 10-year period specified 

i n this subsection 2(e), a single extension of not to exceed 2 years may 

be accomplished by consent of the owners of 90$ of the current unitized 

working interests and 60$ of the current unitized basic royalty interests 

(exclusive of the basic royalty interests of the United States), on a 

total-nonparticipating-acreage basis, respectively, with approval of the 

Director, and the State Commissioner provided such extension application 

is submitted to the State Commissioner and the Director not later than 

60 days prior to the expiration of said 10-year period. 

Any expansion of the unit area pursuant to this section which 

embraces lands theretofore eliminated pursuant to this subsection 2(e) 

shall not be considered automatic commitment or recommitment of such lands. 

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

to this agreement shall constitute land referred to herein as "unitized 

land" or "land subject to this agreement". A l l o i l and gas i n any and a l l 

formations of the unitized land are unitized under the terms of this agree­

ment and herein are called "unitized substances". 

4. UNIT OPERATOR. Gulf Oil Corporation i s hereby designated as 

Unit Operator and by signature hereto as Unit Operator commits to this agree­

ment a l l interests i n unitized substances vested i n i t and agrees and con­

sents to accept the duties and obligations of Unit Operator for the dis­

covery, development and production of unitized substances as herein pro­

vided. 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 Interest i n 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 i s owned by i t . 

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

have the right to resign at any time prior to the establishment of a par­

t i c i p a t i n g area or areas hereunder, but such resignation shall not become 
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effeotive so as to release Unit Operator from the duties and obligations 

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

of 6 months after notice of intention to resign has been served by Unit 

Operator on a l l working interest owners and the Director, the State Com­

missioner and State Commission 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 abandonment which­

ever i s required by the Supervisor as to Federal lands and the State Com­

mission as to State and privately owned lands unless a new Unit Operator 

shall have been selected and approved and shall have taken over and as­

sumed the duties and obligations of Unit Operator prior to the expiration 

of said period. 

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

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

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

resignation or removal, u n t i l a successor unit operator i s selected and 

approved as hereinafter provided, the working Interest owners shall be 

Jointly responsible for performance of the duties of unit operator, and 

shall not later than 30 days before such resignation or removal becomes 

effective appoint a common agent to represent them i n any action to be 

taken hereunder. 

The resignation of Unit Operator shall not release Unit Operator 

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

effective date of i t s resignation. 

The Unit Operator may, upon default or fa i l u r e i n the performance 

of I t s duties or obligations hereunder, be subject to removal by the same 

percentage vote of the owners of working interests determined i n l i k e man­

ner as herein provided for the selection of a new Unit Operator. Such re­

moval shall be effective upon notice thereof to the Director and the State 

Commissioner. 

The resignation or removal of Unit Operator under this agreement 

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

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

or removal of Unit Operator becoming effective, such Unit Operator shall 

deliver possession of a l l equipment, materials, and appurtenances used i n 

conducting the unit operations and owned by the working interest owners to 
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the new duly q u a l i f i e d successor Unit Operator or to the owners thereof i f 

no such new Unit Operator i s elected, to be used f o r the purpose of con­

ducting u n i t operations hereunder. Nothing herein s h a l l be construed as 

authorizing removal of any material, equipment and appurtenances needed f o r 

the preservation of any wells. 

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator s h a l l 

tender his or i t s resignation as Unit Operator or sh a l l be removed as 

hereinabove provided, the owners of the working i n t e r e s t s i n the p a r t i c i ­

pating area or areas according to t h e i r respective acreage int e r e s t s i n 

such p a r t i c i p a t i n g area or areas, or, u n t i l a p a r t i c i p a t i n g area shall 

have been established, the owners of the working i n t e r e s t s according to 

t h e i r respective acreage Interests i n a l l u n i t i z e d land, s h a l l by majority 

vote select a successor Unit Operator: Provided, t h a t , i f a majority but 

less than 75 per cent of the working i n t e r e s t s q u a l i f i e d to vote are owned 

by one party to t h i s agreement, a concurring vote of one or more additional 

working i n t e r e s t owners s h a l l be required to select a new operator. Such 

selection s h a l l not become e f f e c t i v e u n t i l : 

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

and r e s p o n s i b i l i t i e s of Unit Operator, and 

(b) the selection s h a l l have been approved by the Director and 

State Commissioner. I f no successor Unit Operator i s selected and 

qu a l i f i e d as herein provided, the Director and State Commissioner at t h e i r 

e l e c t i o n may declare t h i s u n i t agreement terminated. 

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

Unit Operator i s not the sole owner of working i n t e r e s t s , costs and ex­

penses incurred by Unit Operator i n conducting u n i t operations hereunder 

sh a l l be paid and apportioned among and borne by the owners of working 

i n t e r e s t s , a l l i n accordance w i t h the agreement or agreements entered i n t o 

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

whether one or more, separately or c o l l e c t i v e l y . Any agreement or agree­

ments entered i n t o between the working i n t e r e s t owners and the Unit Opera­

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

to as the "unit operating agreement". Such u n i t operating agreement sh a l l 

also provide the manner i n which the working i n t e r e s t owners s h a l l be 
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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 w i t h t h e i r underlying operating 

agreements, leases, or other independent contracts, and such other r i g h t s 

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

as nay be agreed upon by Unit Operator and the working i n t e r e s t owners; 

however, no such u n i t operating agreement sh a l l be deemed either to modify 

any of the terms and conditions of t h i s u n i t agreement or to relieve the 

Unit Operator of any r i g h t or o b l i g a t i o n established under t h i s u n i t agree­

ment, and i n case of any inconsistency or c o n f l i c t between the u n i t agree­

ment and the u n i t operating agreement, t h i s u n i t agreement sh a l l p r e v a i l . 

Three (3) true copies of any u n i t operating agreement executed pursuant 

to t h i s section should be f i l e d with the Supervisor and one (1) true copy 

wit h the Commissioner, p r i o r to approval of t h i s u n i t agreement by the 

Director. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as other­

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

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

or convenient f o r prospecting f o r , producing, s t o r i n g , a l l o c a t i n g , and 

d i s t r i b u t i n g the u n i t i z e d substances are hereby delegated to and s h a l l be 

exercised by the Unit Operator as herein provided. Acceptable evidence 

of t i t l e to said r i g h t s s h a l l be deposited w i t h said Unit Operator and, t o ­

gether with t h i s agreement, s h a l l constitute and define the r i g h t s , 

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

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 t h i s agreement the Unit 

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

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

specified. 

9. DRILLING TO DISCOVERY. Within 6 months a f t e r the e f f e c t i v e 

date hereof, the Unit Operator s h a l l begin to d r i l l an adequate tes t well 

at a location approved by the Supervisor i f on Federal land or by the State 

Commissioner i f on State Land, or by the State Commission I f on p r i v a t e l y 

owned land, unless on such e f f e c t i v e date a well i s being d r i l l e d con­

formably w i t h the terms hereof, and thereafter continue such d r i l l i n g 

-8-



d i l i g e n t l y u n t i l the Devonian formations have "been tested or u n t i l at 

a lesser depth u n i t i z e d substances s h a l l be discovered which can be pro­

duced i n paying quantities ( t o - w i t : quantities s u f f i c i e n t 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 ) or 

the Unit Operator s h a l l at any time establish to the s a t i s f a c t i o n of the 

Supervisor i f on Federal land, of the State Commissioner i f on State land, 

or of the State Commission i f on p r i v a t e l y owned land, that f u r t h e r 

d r i l l i n g of said w e l l would be unwarranted or impracticable, provided, 

however, that Unit Operator s h a l l not i n any event be required to d r i l l 

said w e l l to a depth i n excess of 11.750 fe e t . U n t i l the discovery of 

a deposit of uni t i z e d substances capable of being produced i n paying 

q u a n t i t i e s , the Unit Operator s h a l l continue d r i l l i n g d i l i g e n t l y one w e l l 

at a time, allowing not more than 6 months between the completion of one 

well and the beginning of the next w e l l , u n t i l a wel l capable of producing 

u n i t i z e d substances i n paying quantities i s completed to the s a t i s f a c t i o n 

of said Supervisor i f I t be on Federal land or of the State Commissioner 

i f on State land or the State Commission i f on p r i v a t e l y owned land or 

u n t i l i t i s reasonably proved that the u n i t i z e d land i s incapable of pro­

ducing u n i t i z e d substances i n paying quantities i n the formations d r i l l e d 

hereunder. Nothing i n t h i s section s h a l l be deemed to l i m i t the r i g h t of 

the Unit Operator to resign as provided i n Section 5 hereof, or as re­

q u i r i n g Unit Operator to commence or continue any d r i l l i n g during the period 

pending such resignation becoming e f f e c t i v e i n order to comply with the 

requirements of t h i s section. The Director and State Commissioner may 

modify the d r i l l i n g requirements of t h i s section by granting reasonable 

extensions of time when, i n t h e i r opinion, such action i s warranted. 

Upon f a i l u r e to comply with the d r i l l i n g provisions of t h i s sec­

t i o n , the Director and State Commissioner may, a f t e r reasonable notice to 

the Unit Operator, and each working i n t e r e s t owner, lessee, and lessor at 

t h e i r l a s t known addresses, declare t h i s u n i t agreement terminated. 

10o PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months 

a f t e r completion of a we l l capable of producing u n i t i z e d substances i n 

paying q u a n t i t i e s , the Unit Operator s h a l l submit f o r the approval of the 

Supervisor and the State Commissioner an acceptable plan of development 

and operation f o r the u n i t i z e d land which, when approved by the Supervisor 

-9-



and the State Commissioner, s h a l l constitute the f u r t h e r d r i l l i n g and opera­

t i n g obligations of the Unit Operator under t h i s agreement f o r the period 

specified therein. Thereafter, from time to time before the expiration 

of any e x i s t i n g plan, the Unit Operator s h a l l submit f o r the approval of 

the Supervisor and the State Commissioner a plan f o r an add i t i o n a l speci­

f i e d period f o r the development and operation of the u n i t i z e d land. Any 

plan submitted pursuant to t h i s section s h a l l provide f o r the exploration 

of the unit i z e d area and f o r the d i l i g e n t d r i l l i n g necessary f o r determina­

t i o n of the area or areas thereof capable of producing unit i z e d substances 

i n paying quantities i n each and every productive formation and s h a l l be 

as complete and adequate as the Supervisor and the State Commissioner may 

determine to be necessary f o r timely development and proper conservation 

of the o i l and gas resources of the u n i t i z e d area and s h a l l : 

(a) specify the number and locations of any wells to be d r i l l e d 

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

(b) to the extent practicable specify the operating practices 

regarded as necessary and advisable f o r proper conservation of 

natural resources. Separate plans may be submitted f o r separate 

productive zones, subject to the approval of the Supervisor and 

the State Commissioner. Said plan or plans s h a l l be modified or 

supplemented when necessary to meet changed conditions or to pro­

tec t the i n t e r e s t s of a l l parties to t h i s agreement. Reasonable 

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

the approved plan of development. The Supervisor and State Com­

missioner are authorized to grant a reasonable extension of the 

6-month period herein prescribed f o r submission of an i n i t i a l 

plan of development where such action i s j u s t i f i e d because of un­

usual conditions or circumstances. After completion hereunder of 

a well capable of producing any u n i t i z e d substance i n paying 

q u a n t i t i e s , no f u r t h e r wells, except such as may be necessary to 

afford protection against operations not under t h i s agreement or 

such as may be s p e c i f i c a l l y approved by the Supervisor and the 

State Commissioner s h a l l be d r i l l e d except i n accordance with a 

plan of development approved as herein provided. 

-10-



11. PARTICIPATION AFTER DISCOVERY. Upon completion of a we l l 

capable of producing u n i t i z e d substances i n paying qu a n t i t i e s , the Unit 

Operator s h a l l , w i t h i n the month of such completion, i f practicable, or as 

soon thereafter as required by the Supervisor or the State Commissioner 

submit f o r approval by the Director and the State Commissioner a schedule, 

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

of a l l u n i t i z e d land then regarded as reasonably proved to be productive 

of u n i t i z e d substances i n paying q u a n t i t i e s ; a l l lands l n said schedule 

on approval of the Director and the State Commissioner to constitute a 

p a r t i c i p a t i n g area, e f f e c t i v e as of the date of completion of such well 

or the e f f e c t i v e date of the u n i t agreement, whichever i s l a t e r . Said 

schedule also s h a l l set f o r t h the percentage of unitize d substances to be 

allocated as herein provided to each u n i t i z e d t r a c t i n the p a r t i c i p a t i n g 

area so established, and s h a l l govern the a l l o c a t i o n of production from 

and a f t e r the date the p a r t i c i p a t i n g area becomes e f f e c t i v e . A separate 

p a r t i c i p a t i n g area s h a l l be established i n l i k e manner f o r each separate 

pool or deposit of un i t i z e d substances or f o r any group thereof produced 

as a single pool or zone, and any two or more p a r t i c i p a t i n g areas so 

established may be combined i n t o one with the consent of the owners of 

a l l working i n t e r e s t s i n the lands w i t h i n the p a r t i c i p a t i n g areas so to 

be combined, on approval of the Director and the State Commissioner. The 

p a r t i c i p a t i n g area or areas so established s h a l l be revised from time to 

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

re s u l t of f u r t h e r d r i l l i n g operations or otherwise, to include additional 

land then regarded as reasonably proved to be productive i n paying quanti­

t i e s , or to exclude land then regarded as reasonably proved not to be pro­

ductive i n paying quantities and the percentage of a l l o c a t i o n s h a l l also 

be revised accordingly. The e f f e c t i v e date of any revis i o n s h a l l be the 

f i r s t of the month i n which i s obtained the knowledge or information on 

which such re v i s i o n i s predicated, provided, however, that a more appro­

p r i a t e e f f e c t i v e date may be used i f j u s t i f i e d by the Unit Operator and 

approved by the Director and the State Commissioner. No land s h a l l be 

excluded from a p a r t i c i p a t i n g area on account of depletion of the unitiz e d 

substances. 

-11-



I t i s the i n t e n t of t h i s section that a p a r t i c i p a t i n g area s h a l l 

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

quant i t i e s ; but, regardless of any re v i s i o n of the p a r t i c i p a t i n g area, 

nothing herein contained s h a l l be construed as re q u i r i n g any retr o a c t i v e 

adjustment f o r production obtained p r i o r to the e f f e c t i v e date of the 

revi s i o n of the p a r t i c i p a t i n g area. 

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

and the Director and the State Commissioner as to the proper d e f i n i t i o n or 

r e d e f i n i t i o n of a p a r t i c i p a t i n g area, or u n t i l a p a r t i c i p a t i n g area has, 

or areas have, been established as provided herein, the portion of a l l 

payments affected thereby may be impounded i n a manner mutually acceptable 

to the owners of working i n t e r e s t s , except r o y a l t i e s due the United States 

and the State of New Mexico, which s h a l l be determined by the Supervisor 

f o r Federal lands and the State Commissioner f o r State lands and the State 

Commission as to p r i v a t e l y owned lands and the amount thereof deposited, 

as directed by the Supervisor and the State Commissioner respectively, to 

be held as unearned money u n t i l a p a r t i c i p a t i n g area i s f i n a l l y approved 

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

of the sum due as Federal and State r o y a l t y on the basis of such approved 

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

Whenever i t i s determined, subject to the approval of the Super­

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

as to wells d r i l l e d on State land and the State Commission as to wells on 

pr i v a t e l y owned lands, that a well d r i l l e d under t h i s agreement I s not 

capable of production i n paying quantities and inclusion of the land on 

which i t i s situated i n a p a r t i c i p a t i n g area i s unwarranted, production 

from such we l l s h a l l , f o r the purposes of settlement among a l l parties 

other than working i n t e r e s t owners, be allocated to the land on which the 

well i s located so long as such land I s not w i t h i n a p a r t i c i p a t i n g area 

established f o r the pool or deposit from which such production i s obtained. 

Settlement f o r working i n t e r e s t benefits from such a well s h a l l be made as 

provided i n the u n i t operating agreement. 

12. ALLOCATION OF PRODUCTION. A l l u n i t i z e d substances produced 

from each p a r t i c i p a t i n g area established under t h i s agreement, except any 

part thereof used l n conformity w i t h good operating practices w i t h i n the 
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unitized area for d r i l l i n g , operating, camp and other production or develop^ 

ment purposes, for repressuring or recycling i n accordance with a plan of 

development approved by the Supervisor, and State Commissioner and the 

State Commission, or unavoidably lo s t , 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 pur­

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

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

production as the number of acres of such tract included i n said p a r t i c i ­

pating area bears to the t o t a l acres of unitized land l n said p a r t i c i ­

pating area, except that allocation of production hereunder for purposes 

other than for settlement of the royalty, overriding royalty, or payment 

out of production obligations of the respective working interest owners, 

shall be on the basis prescribed i n the unit operating agreement whether 

i n conformity with the basis of allocation herein set f o r t h or otherwise. 

I t is hereby agreed that production of unitized substances from a p a r t i c i ­

pating 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 i n another participating area, the f i r s t 

gas withdrawn from such last-mentioned participating area for sale during 

the l i f e of this agreement shall be considered to be the gas so transferred 

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

such gas shall be allocated to the participating area from whieh 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 or parties hereto owning or controlling the working 

Interests i n any unitized land having thereon a regular well location may 

with the approval of the Supervisor as to Federal land, the State Com­

missioner as to State land, and the State Commission as to privately owned 

land, and subject to the provisions of the Unit Operating Agreement, at such 

party's or parties' sole r i s k , costs, and expense d r i l l a well at such l o ­

cation on such land to test any formation for which a participating area 

has not been established or to test any formation for which a participa­

ti n g area has been established i f such location i s not within said 

-13-



p a r t i c i p a t i n g area, or d r i l l any well not mutually agreed to by a l l i n ­

terested p a r t i e s , unless w i t h i n 90 days of receipt of notice from said 

party of his i n t e n t i o n to d r i l l the w e l l the Unit Operator elects and 

commences to d r i l l such a w e l l 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. 

I f any well d r i l l e d as aforesaid by a working i n t e r e s t owner re­

sults i n production such that the land upon which i t i s situated may properly 

be included i n a p a r t i c i p a t i n g area, such p a r t i c i p a t i n g area s h a l l be es­

tablished or enlarged as provided I n t h i s agreement and the well shall 

thereafter be operated by the Unit Operator i n accordance with the terms 

of t h i s agreement and the u n i t operating agreement. 

I f any wel l d r i l l e d as aforesaid by a working i n t e r e s t owner ob­

tains 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 inclusion i n 

a p a r t i c i p a t i n g area of the land upon which such we l l i s situated, such 

wel l 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 r o y a l t i e s i n 

amount or value of production from any such wel l s h a l l 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 

r o y a l t y owners who, under e x i s t i n g contract, are e n t i t l e d to take i n kind 

a share of the substances now un i t i z e d hereunder produced from any t r a c t , 

s h a l l 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 u n i t i z e d substances allocated to such t r a c t , and Unit Operator, or i n 

case of the operation of a we l l by a working i n t e r e s t owner as herein i n 

special cases provided f o r , such working i n t e r e s t owner, sh a l l make de­

l i v e r i e s of such r o y a l t y share taken i n kind i n conformity w i t h the ap­

pli c a b l e contracts, laws, and regulations. Settlement f o r r o y a l t y i n ­

terest not taken i n kind s h a l l be made by working i n t e r e s t owners respon­

s i b l e therefor under e x i s t i n g contracts, laws and regulations on or before 

the l a s t day of each month f o r u n i t i z e d substances produced during the 

preceding calendar monthj provided, however, that nothing herein contained 

sh a l l operate to r e l i e v e the lessees of any land from t h e i r respective 

lease obligations f o r the payment of any r o y a l t i e s due under t h e i r leases. 

I f gas obtained from lands not subject to t h i s agreement i s i n ­

troduced i n t o any p a r t i c i p a t i n g area hereunder, f o r use i n repressuring, 
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stimulation of production, or increasing ultimate recovery, which sh a l l be 

i n conformity w i t h a plan f i r s t approved by the Supervisor, the State Com­

missioner, and the State Commission, a l i k e amount of gas, a f t e r settlement 

as herein provided f o r any gas transferred from any other p a r t i c i p a t i n g 

area and with due allowance f o r loss or depletion from any cause, may be 

withdrawn from the formation i n t o which the gas was introduced, royalty 

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

vided that such withdrawal s h a l l be at such time as may be provided i n 

the plan of operations or as may otherwise be consented to by the Super­

visor, the State Commissioner and the State Commission as conforming to 

good petroleum engineering practice; and provided f u r t h e r , that such r i g h t 

of withdrawal s h a l l terminate on the termination of t h i s u n i t agreement. 

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

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

unitiz e d substances on the basis of the amounts thereof allocated to 

unitized Federal land as provided herein at the rates specified i n the 

respective Federal leases, or at such lower rate or rates as may be 

authorized by law or regulation; provided, that f o r leases on which the 

r o y a l t y rate depends on the d a i l y average production per w e l l , said average 

production s h a l l 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. 

Royalty due on account of State and p r i v a t e l y owned lands shall 

be computed and paid on the basis of a l l u n i t i z e d substances allocated to 

such lands. 

15. RENTAL SETTLEMENT. Rental or minimum r o y a l t i e s due on 

leases committed hereto s h a l l be paid by working i n t e r e s t owners responsi­

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

that nothing herein contained s h a l l operate to rel i e v e the lessees of any 

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

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

minimum roy a l t y f o r lands of the United States subject to t h i s agreement 

sha l l be paid at the rate specified i n the respective leases from the 

United States unless such r e n t a l or minimum ro y a l t y i s waived, suspended, 

or reduced by law or by approval of the Secretary or his duly authorized 

representative. 
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Rentals on State of New Mexico lands subject to this agreement 

shall be paid at the rates specified i n the respective leases. 

With respect to any lease on non-Federal land containing pro­

visions which would terminate such lease unless d r i l l i n g 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 thereby shall, notwithstanding any other provision 

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

thereof as extended by this agreement and thereafter u n t i l the required 

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

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

16. CONSERVATION. Operations hereunder and production of 

unitized substances shall be conducted to provide for the most economical 

and e f f i c i e n t recovery of said substances without waste, as defined by 

or pursuant to State or Federal law or regulation. 

17. DRAINAGE. The Unit Operator shall take appropriate and 

adequate measures to prevent drainage of unitized substances from unitized 

land by wells on land not subject to this agreement, or, with the consent 

of the Director and the State Commissioner, pursuant to applicable regula­

tions pay a f a i r and reasonable compensatory royalty. 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, 

conditions, and provisions of a l l leases, subleases, and other contracts 

relating to exploration, drilling, development, or operation for oil 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 pro­

visions hereof, but otherwise to remain in full force and effect; and the 

parties hereto hereby consent that the Secretary as to Federal leases and 

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

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

does hereby establish, alter, change, or revoke the drilling, 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 
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particularly modified i n accordance with the following: 

(a) The development and operation of lands subject to this 

agreement under the terms hereof shall be deemed f u l l performance 

of a l l obligations for development and operation with respect to 

each and every 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 any­

thing to the contrary i n any lease, operating agreement or other 

contract by and between the parties hereto, or their respective 

predecessors i n interest, or any of them. 

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

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 f a i l u r e to d r i l l or produce wells situated on the land therein 

embraced. 

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

unitized lands pursuant to direction or consent of the Secretary 

and the State Commissioner, or their duly authorized representative 

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 explora­

t i o n , 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 State of New Mexico, com­

mitted to this agreement, which, by i t s terms might expire prior 

to the termination of this agreement, i s hereby extended beyond 

any such term so provided therein so that i t shall be continued i n 

f u l l force and effect f o r and during the term of this agreement. 

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

any renewal thereof or any part of such lease which i s made subject 

to this agreement shall continue i n force beyond the term provided 

therein u n t i l the termination hereof. Any other Federal lease com­

mitted hereto shall continue i n force beyond the term so provided 

therein or by law as to the land committed so long as such lease re 

mains subject hereto, provided that production i s had i n paying 
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quantities under this unit agreement prior to the expiration date of 

the 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 expire prior 

to the time at which the underlying lease, as extended by the im­

mediately preceding paragraph, w i l l expire, i s hereby extended be­

yond any such term so provided therein so that i t shall be continued 

i n f u l l force and effect for and during the term of the underlying 

lease as such term i s herein extended. 

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

is made subject to this agreement, shall continue i n force beyond 

the term provided therein as to the lands committed hereto u n t i l the 

termination hereof. 

(h) The segregation of any Federal lease committed to this agree­

ment Is governed by the following provision In the fourth paragraph 

of Sec. 17(b) of the Act, as amended by the Act of July 29, 195^ 

(68 Stat. 583, 585): "Any (Federal) lease hereafter committed to 

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

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

separate leases as to the lands committed and the lands not committed 

as of the effective date of unitization: Provided, however, that any 

such lease as to the nonunltized portion shall continue i n force and 

effect for the term thereof but for not less than two years from the 

date of such segregation and so long thereafter as o i l or gas is pro­

duced i n paying quantities." 

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

only a portion of i t s lands committed hereto, shall be segregated as 

to the portion committed and the portion not committed, and the terms 

of such lease shall apply separately to such segregated portions com­

mencing as of the effective date hereof; provided, however, notwith­

standing any of the provisions of this agreement to the contrary any 

lease embracing lands of the State of New Mexico having only a portion 

of i t s lands committed hereto shall continue i n f u l l force and effect 
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beyond the term provided therein as to a l l lands embraced i n such 

lease, i f o i l or gas i s discovered and i s capable of being produced 

in paying quantities from some part of the lands embraced i n such 

lease at the expiration of the secondary term of such lease; or i f , 

at the expiration of the secondary term, the Lessee or the Unit 

Operator i s then engaged i n bona fide d r i l l i n g or reworking operations 

on some part of the lands embraced i n such lease, the same, as to 

a l l lands embraced therein, shall remain i n f u l l force and effect 

so long as such operations are being d i l i g e n t l y prosecuted, and i f 

they result i n the production of o i l or gas, said lease shall con­

tinue i n f u l l force and effect as to a l l of the lands embraced there­

i n , so long thereafter as o i l or gas i n paying quantities i s being 

produced from any portion of said lands. 

19. COVENANTS RUN WITH LAND. The covenants herein shall be con­

strued to be covenants running with the land with respect to the interest 

of the parties hereto and their successors i n interest u n t i l this agree­

ment terminates, and any grant, transfer, or conveyance, of interest i n 

land or leases subject hereto shall be and hereby i s conditioned upon the 

assumption of a l l privileges and obligations hereunder by the grantee, 

transferee, or other successor i n interest. No assignment or transfer of 

any working interest, royalty, or other interest subject hereto shall be 

binding upon Unit Operator u n t i l the f i r s t day of the calendar month after 

Unit Operator i s furnished with the o r i g i n a l , photostatic, or ce r t i f i e d 

copy of the instrument of transfer. 

20. EFFECTIVE DATE AND TERM. This agreement shall become ef­

fective upon approval by the Director and the State Commissioner or their 

duly authorized representatives as of the date of approval by the Director 

and shall terminate f i v e (5) years from said effective date unless: 

(a) such date of expiration Is extended by the Director and the 

State 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 i s i n ­

capable of production of unitized substances i n paying quantities i n 

the formations tested hereunder and after notice of intention to 
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terminate the agreement on such ground i s given hy the Unit Opera­

t o r to a l l parties i n i n t e r e s t at t h e i r l a s t known addresses, the 

agreement i s terminated with the approval of the Director and State 

Commissioner, or 

(c) a valuable discovery of un i t i z e d substances has been made 

on un i t i z e d land during said i n i t i a l term or any extension thereof, 

i n which event the agreement s h a l l remain i n e f f e c t f o r such term 

and so long as un i t i z e d substances can be produced i n paying quanti­

t i e s , i . e . , i n t h i s p a r t i c u l a r instance i n quantities s u f f i c i e n t to 

pay f o r the cost of producing same from wells on uni t i z e d land w i t h i n 

any p a r t i c i p a t i n g area established hereunder and, should production 

cease, so long thereafter as d i l i g e n t operations are i n progress f o r 

the r e s t o r a t i o n of production or discovery of new production and so 

long thereafter as the un i t i z e d substances so discovered can be produced 

as aforesaid, or 

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

This agreement may be terminated at any time by not less than 

75 pe** centum, on an acreage basis, of the owners of working in t e r e s t s 

signatory hereto, w i t h the approval of the Director and State Commissioner; 

notice of any such approval to be given by the Unit Operator to a l l parties 

hereto. 

21. RATE OP PROSPECTING, DEVELOPMENT, AND PRODUCTION. The 

Director i s hereby vested w i t h a u t h o r i t y to a l t e r or modify from time to 

time i n his d i s c r e t i o n the quantity and rate of production under t h i s agree­

ment when such quantity and rate i s not f i x e d pursuant to Federal or State 

law or does not conform to any state-wide voluntary conservation or alloca­

t i o n program, which i s established, recognized, and generally adhered to 

by the majority of operators I n such State, such auth o r i t y being hereby 

l i m i t e d to a l t e r a t i o n or modification i n the public i n t e r e s t , the purpose 

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

order of a l t e r a t i o n or modification. Without regard to the foregoing, the 

Director i s also hereby vested w i t h a u t h o r i t y to a l t e r or modify from 

time to time i n his d i s c r e t i o n the rate of prospecting and development 

and the quantity and rate of production under t h i s agreement when such 

a l t e r a t i o n or modification i s i n the In t e r e s t of a t t a i n i n g the conserva­

t i o n objectives stated i n t h i s agreement and i s not i n v i o l a t i o n of any 
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applicable Federal or State law. 

Powers in this section vested in the Director shall only be 

exercised after notice to Unit Operator and opportunity for hearing to 

be held not less than 15 days from notice. 

22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor 

the working interest owners nor any of them shall be subject to any for­

feiture, termination or expiration of any rights hereunder or under any 

leases or contracts subject hereto, or to any penalty or lia b i l i t y on ac­

count of delay or failure In whole or ln part to comply with any appli­

cable provision thereof to the extent that the Unit Operator, working 

interest owners or any of them are hindered, delayed or prevented from 

complying therewith by reason of failure of the Unit Operator to obtain 

in the exercise of due diligence, the concurrence of proper representatives 

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

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

that such concurrence be obtained. The parties hereto, including the State 

Commission, agree that a l l powers and authority vested in the State Com­

mission in and by any provisions of this agreement are vested in the State 

Commission and shall be exercised by I t pursuant to the provisions of the 

laws of the State of New Mexico and subject in any case to appeal or judi­

cial review as may now or hereafter be provided by the laws of the State 

of New Mexico. 

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

parties affected, have the right to appear for and on behalf of any and 

a l l interests affected hereby before the Department of the Interior, the 

Commissioner of Public Lands of the State of New Mexico and the New Mexico 

Oil Conservation Commission and to appeal from orders issued under the 

regulations of said Department, the State Commission or State Commissioner 

or to apply for relief from any of said regulations or in any proceedings 

relative to operations before the Department of the Interior, the State 

Commissioner, or State 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. All notices, demands or statements required here­

under to be given or rendered to the parties hereto shall be deemed fully 

given i f given in writing and personally delivered to the party or sent 
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by postpaid registered or c e r t i f i e d mail, addressed to such party or 

parties at t h e i r respective addresses set f o r t h i n connection w i t h 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 i n w r i t i n g to party 

sending the notice, demand or statement. 

25. NO WAIVER OF CERTAIN RIGHTS. Nothing i n t h i s agreement 

contained s h a l l be construed as a waiver by any party hereto of the r i g h t 

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

or i n v a l i d i t y of any law of the State wherein said u n i t i z e d lands are 

located, or of the United States, or regulations issued thereunder i n any 

way a f f e c t i n g such party, or as a waiver by any such party of any r i g h t 

beyond his or i t s au t h o r i t y to waive. 

26. UNAVOIDABLE DELAY. A l l obligations under t h i s agreement 

requiring the Unit Operator to commence or continue d r i l l i n g or to operate 

on or produce u n i t i z e d substances from any of the lands covered by t h i s 

agreement s h a l l be suspended while, but only so long as, the Unit Operator 

despite the exercise of due care and diligence i s prevented from complying 

with such obligations, i n whole or i n p a r t , by s t r i k e s , acts of God, 

Federal, State, or municipal law or agencies, unavoidable accidents, un­

controllable 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 s i m i l a r to matters herein enumberated or not. 

27. FAIR EMPLOYMENT. I n connection w i t h the performance of 

work under t h i s agreement, the Unit Operator agrees not to discriminate 

against any employee or applicant f o r employment because of race, r e l i g i o n , 

color, or national o r i g i n . The aforesaid provision s h a l l include, but not 

be l i m i t e d t o , the f o l l o w i n g : employment, upgrading, demotion, or trans­

f e r ; recruitment or recruitment advertising, l a y o f f or termination; rates 

of pay or other forms of compensation; and selection f o r t r a i n i n g , i n ­

cluding apprenticeship. The Unit Operator agrees to post hereafter i n 

conspicuous places, available f o r employees and applicants f o r employ­

ment, notices to be provided by the contracting o f f i c e r s e t t i n g f o r t h the 

provisions of the non-discrimination clause. 

The Unit Operator agrees to i n s e r t the foregoing provision i n 
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a l l sub-contracts hereunder, except sub-contracts" f o r standard commercial 

supplies or raw materials. 

28. LOSS OP TITLE. I n the event t i t l e to any t r a c t of unitized 

land s h a l l f a i l and the true owner cannot be induced to j o i n i n t h i s u n i t 

agreement, such t r a c t s h a l l be automatically regarded as not committed 

hereto and there s h a l l be such readjustment of future costs and benefits 

as may be required on account of the loss of such t i t l e . I n the event of 

a dispute as to t i t l e as to any r o y a l t y , working i n t e r e s t , or other Interests 

subject thereto, payment or delivery on account thereof may be withheld 

without l i a b i l i t y f o r i n t e r e s t u n t i l the dispute i s f i n a l l y s e t t l e d ; 

provided, t h a t , as to Federal and State land or leases, no payments of 

funds due the United States or the State of New Mexico should be w i t h ­

held, but such funds of the United States s h a l l be deposited as directed 

by the Supervisor and such funds of the State of New Mexico shall be de­

posited as directed by the State Commissioner to be held as unearned money 

pending f i n a l settlement of the t i t l e dispute, and then applied as earned 

or returned i n accordance w i t h such f i n a l settlement. 

Unit Operator as such i s relieved from any r e s p o n s i b i l i t y f o r any 

defect or f a i l u r e of any t i t l e hereunder. 

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

substantial i n t e r e s t i n a t r a c t w i t h i n the u n i t area f a i l s or refuses to 

subscribe or consent to t h i s agreement, the owner of the working i n t e r e s t 

i n that t r a c t may withdraw said t r a c t from t h i s agreement by w r i t t e n notice 

to the Director, the State Commissioner, and the Unit Operator p r i o r to 

the approval of t h i s agreement by the Director. Any o i l or gas inte r e s t s 

I n lands w i t h i n the u n i t area not committed hereto p r i o r to submission of 

t h i s agreement f o r f i n a l approval may thereafter be committed hereto by 

the owner or owners thereof subscribing or consenting to t h i s agreement, 

and, i f the i n t e r e s t i s a working i n t e r e s t , by the owner of such i n t e r e s t 

also subscribing to the u n i t operating agreement. After operations are 

commenced hereunder, the subsequent joinder, as provided i n t h i s section, 

by a working i n t e r e s t owner i s subject to such requirements or approvals, 

i f any, pertaining to such joinder, as may be provided f o r i n the u n i t 

operating agreement. After f i n a l approval hereof joinder by a non-working 
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interest owner must be consented to In writing by the working interest 

owner committed hereto and responsible for the payment of any benefits 

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

by any owner of a non-working interest, at any time, must be accompanied 

by appropriate joinder by the owner of the corresponding working interest 

In order for the interest to be regarded as effectively committed hereto. 

Joinder to the unit agreement by a working-Interest owner, at any time, 

must be accompanied by appropriate joinder to the unit operating agreement, 

l f more than one committed working-interest owner is involved, i n order 

for the interest to be regarded as effectively committed to this unit 

agreement. Except as may otherwise herein be provided subsequent joinders 

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

following the f i l i n g with the Supervisor, the State Commissioner and the 

State Commission of duly executed counterparts of a l l or any papers neces­

sary to establish effective commitment of any tract to this agreement un­

less objection to such joinder i s duly made within 60 days by the Director, 

State Commissioner, or State Commission. 

30. COUNTERPARTS, This agreement may be executed i n any number 

of counterparts no one of which needs to be executed by a l l parties 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 i n the landa within the above-described unit area. 

IN WITNESS WHEREOF, the parties hereto have caused this agree­

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

execution. 

GULF OIL CORPORATION 

ATTEST: 

^ By 
Assistant Secretary Attorney-in-Fact 

UNIT OPERATOR & WORKING INTEREST OWNER 
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WORKING INTEREST OWNERS 
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UNITED STATES 
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEY 
WASHINGTON tS. D 

Gulf Oil Corporation 
P. 0. Drawer 669 
Roswell, New Mexico 

Attention: Mr. W. A. Shellshear 

•7 ' * > 0 

flB 1 R 1960 

I TOi 

Gentlemen: 

Your application of January 22, 1960, filed with the 
Regional Oil and Gaa Supervisor, norwell, Kev Mexico requests the 
designation of 6,302.63 acres, aore or less, in Body County, Nev 
Mexico, as logically subject to exploration and development under 
the unitization provisions of the Mineral Leasing Act, as amended. 

Pursuant to the unit plan regulations of Decenber 22, 1950, 
(30 CP1 226*3), the land outlined ln your plat marked North Caverns 
Unit Area, Eddy Oownty, Nev Mexico, is hereby designated as a logical 
unit area. 

i 

Yawr proposed font of unit agreement, which substantially 
follow* tka Jena 1957 reprint of tha ataadard font and contains modi­
fications required by the State of New Mexleo, ia acceptable. The 
description of tha unit area ln Section 2 of tha agreement may be 
made by reference to off ic ia l Bureau of Land Management survey, or by 
reference to Exhibit MA". The propoaed in i t ia l exploratory well to 
teat fo mat lone ef Devonian age or to a depth of 11,750 feet, is ac­
ceptable . 

In the absence of any other type of land requiring special 
prowlslone or any ether objection* not now apparent, e duly executed 
unit agreement wil l be approved i f submitted In approvable status 
within a reaaeneble period of time. When tha executed agreement is 
transmitted to the Supervisor for approval, include the latest stetus 
of a l l aavaasje shewing tha current owner* of a l l Interests involved. 
I f ownership of aay interest ip a tract is divided, shew in Exhibit "B" 
ths pereentags of each such owner. Notice is hereby given that tha 
right la reserved to deny approval of any executed agreement submitted 
which, in our opinion, does not have the ful l commitment of sufficient 
lands to afford effective control of unit operations. 

fery truly yours, 

Aet ins; Director 



UNIT AGREEMENT 
POR THE DEVELOPMENT AND OPERATION OP THE 

NORTH CAVERNS UNIT AREA 
EDDY COUNTY, NEW MEXICO 
NO* 

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

, I960, 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, r o y a l t y , 

or other o i l and gas int e r e s t s i n the u n i t area subject to t h i s agreement; 

and 

WHEREAS the Mineral Leasing Act of February 25, 1920, 4 l Stat. 

437 .> as amended, 30 U.S.C. Sees. l 8 l et seq., authorizes Federal lessees 

and t h e i r representatives to unite w i t h each other, or j o i n t l y or separately 

w i t h others, i n c o l l e c t i v e l y adopting and operating a cooperative or u n i t 

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

area, or any part thereof f o r the purpose of more properly conserving the 

natrual resources thereof whenever determined and c e r t i f i e d by the Secretary 

of the I n t e r i o r to be necessary or advisable i n the public i n t e r e s t ; and 

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

Mexico i s authorized by an Act of the Legislature (Sec. 7-11-39 N.M. 

Statutes 1953 Annotated) to consent to or approve t h i s agreement on be­

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

and mineral i n t e r e s t s of the State of New Mexico; and 

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

Mexico i s authorized by an act of the Legislature (Chapter 72, Laws of 

1935, as amended by Chapter 193, Laws of 1937/ Chapter 166, Laws of 1941, 

and Chapter 168, Laws of 19^9) to approve t h i s agreement and the conserva­

t i o n provisions hereof; and 



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

North Caverns Unit Area covering the land hereinafter described to give 

reasonably e f f e c t i v e control of operations therein; and 

WHEREAS, i t i s the purpose of the parties hereto to conserve 

natural resources, prevent waste, and secure other benefits obtainable 

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

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

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

herein contained, the parties hereto commit to t h i s agreement t h e i r re­

spective i n t e r e s t s i n the below-defined u n i t area, and agree severally 

among themselves as follows: 

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

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

including operating and u n i t plan regulations, heretofore issued there­

under or v a l i d , p e r t i n ent, and reasonable regulations hereafter issued 

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

lands, provided such regulations are not inconsistent with the terms of 

t h i s agreement; and as to State of New Mexico and p r i v a t e l y owned lands, 

the o i l and gas operating regulations i n e f f e c t as of the ef f e c t i v e date 

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

the terms hereof or the laws of the State of New Mexico are hereby accepted 

and made a part of t h i s agreement. 

2. UNIT AREA. The following-described land i s hereby designated 

and recognized as c o n s t i t u t i n g the u n i t area: 

T-22-S, R-24-E, N.M.P.M. T-23-S, R-24-E, N.M.P.M. 

Section 26: S/2 Section 1: W/2 
27: S/2 2: A l l 
34: A l l 3: A l l 
35: A l l 10: A l l 

11: A l l 
12: W/2 
14: N/2, SW/4, W/2 SE/4 
15: A l l 

Containing 6,302.63 acres, more or less. 

Exhibit A attached hereto i s a map showing the u n i t area and the 

boundaries and i d e n t i t y of t r a c t s and leases i n said 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 
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of ownership of o i l and gas interests i n a l l land i n the u n i t area. How­

ever, nothing herein or i n said schedule or map sha l l be construed as a 

representation by any party hereto as to the ownership of any in t e r e s t 

other than such i n t e r e s t or inte r e s t s as are shown i n said map or 

schedule as owned by such party. Exhibits A and B shall be revised by 

the Unit Operator whenever changes i n the u n i t area render such revision 

necessary, or when requested by the O i l and Gas Supervisor, hereinafter re­

ferred to as "Supervisor", or when requested by the Commissioner of Public 

Lands of the State of New Mexico, hereinafter referred to as "State Com­

missioner", and not less than seven copies of the revised exhibits s h a l l 

be f i l e d with the Supervisor, and one (1) copy thereof s h a l l be f i l e d with 

the State Commissioner and one ( l ) copy with the New Mexico O i l Conserva­

t i o n Commission, hereinafter referred to as "State Commission". 

The above-described u n i t area s h a l l when practicable be expanded 

to include therein any addit i o n a l t r a c t or t r a c t s regarded as reasonably 

necessary or advisable f o r the purposes of t h i s agreement, or shall be 

contracted to exclude lands not w i t h i n any p a r t i c i p a t i n g area whenever 

such expansion or contraction i s necessary or advisable to conform with 

the purposes of t h i s agreement. Such expansion or contraction shall be 

effected i n the f o l l o w i n g manner: 

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

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

demand of the State Commissioner, a f t e r preliminary concurrence by the 

Director, s h a l l prepare a notice of proposed expansion or contraction des­

c r i b i n g the contemplated changes i n the boundaries of the u n i t area, the 

reasons therefor, and the proposed e f f e c t i v e date thereof, preferably 

the f i r s t day of a month subsequent to the date of notice. 

(b) Said notice s h a l l be delivered to the Supervisor, the State 

Commissioner and the State Commission and copies thereof mailed to the 

l a s t known address of each working i n t e r e s t owner, lessee, and lessor 

whose inte r e s t s are affected, advising that 30 days w i l l be allowed f o r 

submission to the Unit Operator of any objections. 

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

ceding item (b) hereof, Unit Operator s h a l l f i l e w i t h the Supervisor, the 

-3-



State Commissioner and the State Commission evidence of mailing of the 

notice of expansion or contraction and a copy of any objections thereto 

which have been f i l e d w i t h the Unit Operator, together w i t h an applica­

t i o n i n s u f f i c i e n t number, f o r approval of such expansion or contraction 

and with appropriate joinders. 

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

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

Commissioner and the State Commission, become e f f e c t i v e as of the date 

prescribed i n the notice thereof. 

(e) A l l legal subdivisions of u n i t i z e d lands ( i . e . , 40 acres by 

Government survey or i t s nearest l o t or t r a c t equivalent i n instances of 

i r r e g u l a r surveys, however, unusually large l o t s or t r a c t s s h a l l be con­

sidered i n multiples of 40 acres, or the nearest al i q u o t equivalent there­

of, f o r the purpose of elimination under t h i s subsection), no parts of 

which are e n t i t l e d to be i n a p a r t i c i p a t i n g area w i t h i n 5 years a f t e r the 

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

p a r t i c i p a t i n g area established under the u n i t agreement, sh a l l be eliminated 

automatically from t h i s agreement, e f f e c t i v e as of the f i r s t day there­

a f t e r , and such lands s h a l l no longer be a part of the u n i t area and sh a l l 

no longer be subject to t h i s agreement, unless at the expiration of said 

5-year period d i l i g e n t d r i l l i n g operations are i n progress on unitiz e d 

lands not e n t i t l e d to p a r t i c i p a t i o n , i n which event a l l such lands s h a l l 

remain subject hereto f o r so long as such d r i l l i n g operations are con­

tinued d i l i g e n t l y , w i t h not more than 90 days' time elapsing between the 

completion of one such w e l l and the commencement of the next such w e l l , 

except that the time allowed between such wells s h a l l not expire e a r l i e r 

than 30 days a f t e r the expiration of any period of time during which 

d r i l l i n g operations are prevented by a matter beyond the reasonable control 

of u n i t operator as set f o r t h i n the section hereof e n t i t l e d "Unavoidable 

Delay"; provided that a l l legal subdivisions of lands not i n a p a r t i c i ­

pating area and not e n t i t l e d to become p a r t i c i p a t i n g under the applicable 

provisions of t h i s agreement w i t h i n 10 years a f t e r said f i r s t day of the 

month fo l l o w i n g the e f f e c t i v e date of said f i r s t I n i t i a l p a r t i c i p a t i n g area 

sha l l be eliminated as above specified. Determination of creditable 
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"Unavoidable Delay" time shall be made by unit operator and subject to 

approval of the Director and the State Commissioner. The unit operator 

shall, within 90 days after the effective date of any elimination here­

under, describe the area so eliminated to the satisfaction of the Director 

and the State Commissioner and promptly n o t i f y a l l parties i n interest. 

I f conditions warrant extension of the 10-year period specified 

i n this subsection 2(e), a single extension of not to exceed 2 years may 

be accomplished by consent of the owners of 90$ of the current unitized 

working interests and 60$ of the current unitized basic royalty interests 

(exclusive of the basic royalty interests of the United States), on a 

total-nonparticipating-aereage basis, respectively, with approval of the 

Director, and the State Commissioner provided such extension application 

i s submitted to the State Commissioner and the Director not later than 

60 days prior to the expiration of said 10-year period. 

Any expansion of the unit area pursuant to this section which 

embraces lands theretofore eliminated pursuant to this subsection 2(e) 

shall not be considered automatic commitment or recommitment of such lands. 

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

to this agreement shall constitute land referred to herein as "unitized 

land" or "land subject to this agreement". A l l o i l and gas i n any and a l l 

formations of the unitized land are unitized under the terms of this agree­

ment and herein are called "unitized substances". 

4. UNIT OPERATOR. Gulf Oil Corporation i s hereby designated as 

Unit Operator and by signature hereto as Unit Operator commits to this agree­

ment a l l interests i n unitized substances vested i n i t and agrees and con­

sents to accept the duties and obligations of Unit Operator for the dis­

covery, development and production of unitized substances as herein pro­

vided. Whenever reference i s made herein to the Unit Operator, such 

reference means the Unit Operator acting In that capacity and not as an 

owner of interest i n unitized substances, and the term "working interest 

owner" when used herein shall include or refer to Unit Operator as the owner 

of a working interest when such an Interest Is owned by i t . 

5. RESIGNATION OR REMOVAL OP UNIT OPERATOR. Unit Operator shall 

have the right to resign at any time prior to the establishment of a par­

t i c i p a t i n g area or areas hereunder, but such resignation shall not become 
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effeotive so as to release Unit Operator from the duties and obligations 

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

of 6 months after notice of intention to resign has been served by Unit 

Operator on a l l working interest owners and the Director, the State Com­

missioner and State Commission 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 abandonment which­

ever Is required by the Supervisor as to Federal lands and the State Com­

mission as to State and privately owned lands unless a new Unit Operator 

shall have been selected and approved and shall have taken over and as­

sumed the duties and obligations of Unit Operator prior to the expiration 

of said period. 

Unit Operator shall have the rig h t to resign i n l i k e manner and 

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

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

resignation or removal, u n t i l a successor unit operator is selected and 

approved as hereinafter provided, the working interest owners shall be 

Jointly responsible for performance of the duties of unit operator, and 

shall not later than 30 days before such resignation or removal becomes 

effective appoint a common agent to represent them i n any action to be 

taken hereunder. 

The resignation of Unit Operator shall not release Unit Operator 

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

effective date of i t s resignation. 

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 man­

ner as herein provided for the selection of a new Unit Operator. Such re­

moval shall be effective upon notice thereof to the Director and the State 

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

no such new Unit Operator i s elected, to be used f o r the purpose of con­

ducting u n i t operations hereunder. Nothing herein s h a l l be construed as 

authorizing removal of any material, equipment and appurtenances needed f o r 

the preservation of any wells. 

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator sh a l l 

tender his or i t s resignation as Unit Operator or sh a l l be removed as 

hereinabove provided, the owners of the working in t e r e s t s i n the p a r t i c i ­

pating area or areas according to t h e i r respective acreage interests i n 

such p a r t i c i p a t i n g area or areas, or, u n t i l a p a r t i c i p a t i n g area sh a l l 

have been established, the owners of the working i n t e r e s t s according to 

t h e i r respective acreage i n t e r e s t s i n a l l u n i t i z e d land, s h a l l by majority 

vote select a successor Unit Operator: Provided, t h a t , i f a majority but 

less than 75 per cent of the working i n t e r e s t s q u a l i f i e d to vote are owned 

by one party to t h i s agreement, a concurring vote of one or more additional 

working i n t e r e s t owners s h a l l be required to select a new operator. Such 

selection s h a l l not become e f f e c t i v e u n t i l : 

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

and r e s p o n s i b i l i t i e s of Unit Operator, and 

(b) the selection s h a l l have been approved by the Director and 

State Commissioner. I f no successor Unit Operator i s selected and 

q u a l i f i e d as herein provided, the Director and State Commissioner at t h e i r 

e l e c t i o n may declare t h i s u n i t agreement terminated. 

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

Unit Operator i s not the sole owner of working i n t e r e s t s , costs and ex­

penses incurred by Unit Operator i n conducting u n i t operations hereunder 

sha l l be paid and apportioned among and borne by the owners of working 

i n t e r e s t s , a l l i n accordance w i t h the agreement or agreements entered i n t o 

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

whether one or more, separately or c o l l e c t i v e l y . Any agreement or agree­

ments entered i n t o between the working i n t e r e s t owners and the Unit Opera­

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

to as the "un i t operating agreement". Such u n i t operating agreement s h a l l 

also provide the manner i n which the working i n t e r e s t owners s h a l l be 
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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 w i t h t h e i r underlying operating 

agreements, leases, or other independent contracts, and such other r i g h t s 

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

as may be agreed upon by Unit Operator and the working i n t e r e s t owners; 

however, no such u n i t operating agreement sh a l l be deemed either to modify 

any of the terms and conditions of t h i s u n i t agreement or to re l i e v e the 

Unit Operator of any r i g h t or o b l i g a t i o n established under t h i s u n i t agree­

ment, and i n case of any inconsistency or c o n f l i c t between the u n i t agree­

ment and the u n i t operating agreement, t h i s u n i t agreement sh a l l p r e v a i l . 

Three (3) true copies of any u n i t operating agreement executed pursuant 

to t h i s section should be f i l e d with the Supervisor and one ( l ) true copy 

wit h the Commissioner, p r i o r to approval of t h i s u n i t agreement by the 

Director. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as other­

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

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

or convenient f o r prospecting f o r , producing, s t o r i n g , a l l o c a t i n g , and 

d i s t r i b u t i n g the u n i t i z e d substances are hereby delegated to and shall be 

exercised by the Unit Operator as herein provided. Acceptable evidence 

of t i t l e to said r i g h t s s h a l l be deposited w i t h said Unit Operator and, t o ­

gether w i t h t h i s agreement, sh a l l constitute and define the r i g h t s , 

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

sha l l be construed to transfer t i t l e to any land or to any lease or 

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

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

possession and use vested i n the par t i e s hereto only f o r the purposes herein 

specified. 

9. DRILLING TO DISCOVERY. Within 6 months a f t e r the e f f e c t i v e 

date hereof, the Unit Operator sh a l l begin to d r i l l an adequate tes t well 

at a location approved by the Supervisor i f on Federal land or by the State 

Commissioner i f on State Land, or by the State Commission i f on p r i v a t e l y 

owned land, unless on such e f f e c t i v e date a well i s being d r i l l e d con­

formably with the terms hereof, and thereafter continue such d r i l l i n g 
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d i l i g e n t l y u n t i l the Devonian formations have been tested or u n t i l at 

a lesser depth u n i t i z e d substances s h a l l be discovered which can be pro­

duced i n paying quantities ( t o - w i t : quantities s u f f i c i e n t 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 ) or 

the Unit Operator s h a l l at any time establish to the s a t i s f a c t i o n of the 

Supervisor i f on Federal land, of the State Commissioner i f on State land, 

or of the State Commission i f on p r i v a t e l y owned land, that f u r t h e r 

d r i l l i n g of said w e l l would be unwarranted or impracticable, provided, 

however, that Unit Operator s h a l l not i n any event be required to d r i l l 

said w e l l to a depth i n excess of 11,750 fe e t . U n t i l the discovery of 

a deposit of uni t i z e d substances capable of being produced i n paying 

qu a n t i t i e s , the Unit Operator s h a l l continue d r i l l i n g d i l i g e n t l y one w e l l 

at a time, allowing not more than 6 months between the completion of one 

well and the beginning of the next w e l l , u n t i l a well capable of producing 

u n i t i z e d substances i n paying quantities i s completed to the s a t i s f a c t i o n 

of said Supervisor i f i t be on Federal land or of the State Commissioner 

i f on State land or the State Commission i f on p r i v a t e l y owned land or 

u n t i l i t i s reasonably proved that the u n i t i z e d land i s incapable of pro­

ducing u n i t i z e d substances i n paying quantities i n the formations d r i l l e d 

hereunder. Nothing i n t h i s section s h a l l be deemed to l i m i t the r i g h t of 

the Unit Operator to resign as provided i n Section 5 hereof, or as re­

q u i r i n g Unit Operator to commence or continue any d r i l l i n g during the period 

pending such resignation becoming e f f e c t i v e i n order to comply with the 

requirements of t h i s section. The Director and State Commissioner may 

modify the d r i l l i n g requirements of t h i s section by granting reasonable 

extensions of time when, i n t h e i r opinion, such action i s warranted. 

Upon f a i l u r e to comply w i t h the d r i l l i n g provisions of t h i s sec­

t i o n , the Director and State Commissioner may, a f t e r reasonable notice to 

the Unit Operator, and each working i n t e r e s t owner, lessee, and lessor at 

t h e i r l a s t known addresses, declare t h i s u n i t agreement terminated. 

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months 

a f t e r completion of a w e l l capable of producing u n i t i z e d substances i n 

paying q u a n t i t i e s , the Unit Operator s h a l l submit f o r the approval of the 

Supervisor and the State Commissioner an acceptable plan of development 

and operation f o r the u n i t i z e d land which, when approved by the Supervisor 
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and the State Commissioner, s h a l l constitute the f u r t h e r d r i l l i n g and opera­

t i n g obligations of the Unit Operator under t h i s agreement f o r the period 

specified therein. Thereafter, from time to time before the expiration 

of any e x i s t i n g plan, the Unit Operator s h a l l submit f o r the approval of 

the Supervisor and the State Commissioner a plan f o r an additional speci­

f i e d period f o r the development and operation of the u n i t i z e d land. Any 

plan submitted pursuant to t h i s section s h a l l provide f o r the exploration 

of the unit i z e d area and f o r the d i l i g e n t d r i l l i n g necessary f o r determina­

t i o n of the area or areas thereof capable of producing unit i z e d substances 

i n paying quantities i n each and every productive formation and shall be 

as complete and adequate as the Supervisor and the State Commissioner may 

determine to be necessary f o r timely development and proper conservation 

of the o i l and gas resources of the u n i t i z e d area and s h a l l : 

(a) specify the number and locations of any wells to be d r i l l e d 

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

(b) to the extent practicable specify the operating practices 

regarded as necessary and advisable f o r proper conservation of 

natural resources. Separate plans may be submitted f o r separate 

productive zones, subject to the approval of the Supervisor and 

the State Commissioner. Said plan or plans s h a l l be modified or 

supplemented when necessary to meet changed conditions or to pro­

tec t the i n t e r e s t s of a l l parties to t h i s agreement. Reasonable 

diligence s h a l l be exercised i n complying with the obligations of 

the approved plan of development. The Supervisor and State Com­

missioner are authorized to grant a reasonable extension of the 

6-month period herein prescribed f o r submission of an i n i t i a l 

plan of development where such action i s j u s t i f i e d because of un­

usual conditions or circumstances. After completion hereunder of 

a well capable of producing any u n i t i z e d substance i n paying 

q u a n t i t i e s , no f u r t h e r wells, except such as may be necessary to 

af f o r d protection against operations not under t h i s agreement or 

such as may be s p e c i f i c a l l y approved by the Supervisor and the 

State Commissioner s h a l l be d r i l l e d except i n accordance with a 

plan of development approved as herein provided. 
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11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well 

capable of producing u n i t i z e d substances i n paying qu a n t i t i e s , the Unit 

Operator s h a l l , w i t h i n the month of such completion, i f practicable, or as 

soon thereafter as required by the Supervisor or the State Commissioner 

submit f o r approval by the Director and the State Commissioner a schedule, 

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

of a l l u n i t i z e d land then regarded as reasonably proved to be productive 

of u n i t i z e d substances i n paying q u a n t i t i e s ; a l l lands i n said schedule 

on approval of the Director and the State Commissioner to constitute a 

p a r t i c i p a t i n g area, e f f e c t i v e as of the date of completion of such well 

or the effective_date of the u n i t agreement, whichever Is l a t e r . Said 

schedule also s h a l l set f o r t h the percentage of unitize d substances to be 

allocated as herein provided to each unitiz e d t r a c t i n the p a r t i c i p a t i n g 

area so established, and s h a l l govern the a l l o c a t i o n of production from 

and a f t e r the date the p a r t i c i p a t i n g area becomes e f f e c t i v e . A separate 

p a r t i c i p a t i n g area s h a l l be established i n l i k e manner f o r each separate 

pool or deposit of un i t i z e d substances or f o r any group thereof produced 

as a single pool or zone, and any two or more p a r t i c i p a t i n g areas so 

established may be combined i n t o one with the consent of the owners of 

a l l working i n t e r e s t s I n the lands w i t h i n the p a r t i c i p a t i n g areas so to 

be combined, on approval of the Director and the State Commissioner. The 

p a r t i c i p a t i n g area or areas so established s h a l l be revised from time to 

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

res u l t of f u r t h e r d r i l l i n g operations or otherwise, to include additional 

land then regarded as reasonably proved to be productive i n paying quanti­

t i e s , or to exclude land then regarded as reasonably proved not to be pro­

ductive i n paying quantities and the percentage of a l l o c a t i o n shall also 

be revised accordingly. The e f f e c t i v e date of any revis i o n s h a l l be the 

f i r s t of the month i n which i s obtained the knowledge or information on 

which such rev i s i o n i s predicated, provided, however, that a more appro-

p r i a t e e f f e c t i v e date may be used i f j u s t i f i e d by the Unit Operator and 

approved by the Director and the State Commissioner. No land s h a l l be 

excluded from a p a r t i c i p a t i n g area on account of depletion of the unitiz e d 

substances. 
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I t i s the intent of this section that a participating area shall 

represent the area knovm. or reasonably estimated to be productive i n paying 

quantities; but, regardless of any revision of the participating area, 

nothing herein contained shall be construed as requiring any retroactive 

adjustment for production obtained prior to the effective date of the 

revision of the participating area. 

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

and the Director and the State Commissioner as to the proper d e f i n i t i o n or 

redefinition of a participating area, or u n t i l a participating area has, 

or areas have, been established as provided herein, the portion of a l l 

payments affected thereby may be impounded i n a manner mutually acceptable 

to the owners of working interests, except royalties due the United States 

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

for Federal lands and the State Commissioner for State lands and the State 

Commission as to privately owned lands and the amount thereof deposited, 

as directed by the Supervisor and the State Commissioner respectively, to 

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

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

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

participating area. 

Whenever i t i s determined, subject to the approval of the Super­

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

as to wells d r i l l e d on State land and the State Commission as to wells on 

privately owned lands, that a well d r i l l e d under this agreement is not 

capable of production i n paying quantities and inclusion of the land on 

which i t is situated i n a participating area is unwarranted, production 

from such well shall, for the purposes of settlement among a l l parties 

other than working interest owners, be allocated to the land on which the 

well is located so long as such land i s not within a participating area 

established for the pool or deposit from which such production i s obtained. 

Settlement for working Interest benefits from such a well shall be made as 

provided i n the unit operating agreement. 

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

from each participating area established under this agreement, except any 

part thereof used i n conformity with good operating practices within the 
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unitized area for d r i l l i n g , operating, camp and other production or develop:-, 

ment purposes, for repressuring or recycling l n accordance with a plan of 

development approved by the Supervisor, and State Commissioner and the 

State Commission, or unavoidably lo s t , 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 pur­

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

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

production as the number of acres of such tract included i n said p a r t i c i ­

pating area bears to the t o t a l acres of unitized land i n said p a r t i c i ­

pating area, except that allocation of production hereunder for purposes 

other than for settlement of the royalty, overriding royalty, or payment 

out of production obligations of the respective working Interest owners, 

shall be on the basis prescribed i n the unit operating agreement whether 

i n conformity with the basis of allocation herein set f o r t h or otherwise. 

I t i s hereby agreed that production of unitized substances from a p a r t i c i ­

pating 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 i n another participating area, the f i r s t 

gas withdrawn from such last-mentioned participating area for sale during 

the l i f e of this agreement shall be considered to be the gas so transferred 

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

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

produced as constituted at the time of such f i n a l production. 

13. DEVELOPMENT OR OPERATION OP NON-PARTICIPATING LAND OR 

FORMATIONS. Any party or parties hereto owning or controlling the working 

interests i n any unitized land having thereon a regular well location may 

with the approval of the Supervisor as to Federal land, the State Com­

missioner as to State land, and the State Commission as to privately owned 

land, and subject to the provisions of the Unit Operating Agreement, at such 

party's or parties' sole r i s k , costs, and expense d r i l l a well at such l o ­

cation on such land to test any formation for which a participating area 

has not been established or to test any formation for which a participa­

ti n g area has been established I f such location i s not within said 
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p a r t i c i p a t i n g area, or d r i l l any well not mutually agreed to by a l l i n ­

terested p a r t i e s , unless w i t h i n 90 days of receipt of notice from said 

party of his i n t e n t i o n to d r i l l the w e l l the Unit Operator elects and 

commences to d r i l l such a w e l l 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. 

I f any well d r i l l e d as aforesaid by a working i n t e r e s t owner re­

sults i n production such that the land upon which i t i s situated may properly 

be included i n a p a r t i c i p a t i n g area, such p a r t i c i p a t i n g area s h a l l be es­

tablished or enlarged as provided i n t h i s agreement and the well shall 

thereafter be operated by the Unit Operator i n accordance with the terms 

of t h i s agreement and the u n i t operating agreement. 

I f any we l l d r i l l e d as aforesaid by a working i n t e r e s t owner ob­

tains 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 inclusion i n 

a p a r t i c i p a t i n g area of the land upon which such w e l l i s situated, such 

wel l 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 r o y a l t i e s i n 

amount or value of production from any such w e l l s h a l l be paid as specified 

In the underlying lease and agreements affected. 

14. ROYALTY SETTLEMENT. The United States and any State and a l l 

r o y a l t y owners who, under e x i s t i n g contract, are e n t i t l e d to take i n kind 

a share of the substances now uni t i z e d hereunder produced from any t r a c t , 

s h a l l 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 u n i t i z e d substances allocated to such t r a c t , and Unit Operator, or i n 

case of the operation of a wel l by a working i n t e r e s t owner as herein i n 

special cases provided f o r , such working I n t e r e s t owner, sh a l l make de­

l i v e r i e s of such r o y a l t y share taken i n kind i n conformity w i t h the ap­

pli c a b l e contracts, laws, and regulations. Settlement f o r r o y a l t y i n ­

terest not taken i n kind s h a l l be made by working i n t e r e s t owners respon­

si b l e therefor under e x i s t i n g contracts, laws and regulations on or before 

the l a s t day of each month f o r u n i t i z e d substances produced during the 

preceding calendar month] provided, however, that nothing herein contained 

s h a l l operate to r e l i e v e the lessees of any land from t h e i r respective 

lease obligations f o r the payment of any r o y a l t i e s due under t h e i r leases. 

I f gas obtained from lands not subject to t h i s agreement i s i n ­

troduced i n t o any p a r t i c i p a t i n g area hereunder, f o r use i n repressuring, 
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stimulation of production, or increasing ultimate recovery, which s h a l l be 

i n conformity with a plan f i r s t approved by the Supervisor, the State Com­

missioner, and the State Commission, a l i k e amount of gas, a f t e r settlement 

as herein provided f o r any gas transferred from any other p a r t i c i p a t i n g 

area and with due allowance f o r loss or depletion from any cause, may be 

withdrawn from the formation i n t o which the gas was introduced, royalty 

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

vided that such withdrawal s h a l l be at such time as may be provided i n 

the plan of operations or as may otherwise be consented to by the Super­

visor, the State Commissioner and the State Commission as conforming to 

good petroleum engineering practice; and provided f u r t h e r , that such r i g h t 

of withdrawal shall terminate on the termination of t h i s u n i t agreement. 

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

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

un i t i z e d substances on the basis of the amounts thereof allocated to 

unit i z e d Federal land as provided herein at the rates specified i n the 

respective Federal leases, or at such lower rate or rates as may be 

authorized by law or regulation; provided, that f o r leases on which the 

r o y a l t y rate depends on the d a i l y average production per w e l l , said average 

production s h a l l 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. 

Royalty due on account of State and p r i v a t e l y owned lands shall 

be computed and paid on the basis of a l l u n i t i z e d substances allocated to 

such lands. 

15. RENTAL SETTLEMENT. Rental or minimum r o y a l t i e s due on 

leases committed hereto s h a l l be paid by working i n t e r e s t owners responsi­

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

that nothing herein contained s h a l l operate to rel i e v e the lessees of any 

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

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

minimum ro y a l t y f o r lands of the United States subject to t h i s agreement 

sha l l be paid at the rate specified i n the respective leases from the 

United States unless such r e n t a l or minimum ro y a l t y i s waived, suspended, 

or reduced by law or by approval of the Secretary or his duly authorized 

representative. 
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Rentals on State of New Mexico lands subject to this agreement 

shall be paid at the rates specified i n the respective leases. 

With respect to any lease on non-Federal land containing pro­

visions which would terminate such lease unless d r i l l i n g 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 thereby shall, notwithstanding any other provision 

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

thereof as extended by this agreement and thereafter u n t i l the required 

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

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

16. CONSERVATION. Operations hereunder and production of 

unitized substances shall be conducted to provide for the most economical 

and e f f i c i e n t recovery of said substances without waste, as defined by 

or pursuant to State or Federal law or regulation. 

17. DRAINAGE. The Unit Operator shall take appropriate and 

adequate measures to prevent drainage of unitized substances from unitized 

land by wells on land not subject to this agreement, or, with the consent 

of the Director and the State Commissioner, pursuant to applicable regula­

tions pay a f a i r and reasonable compensatory royalty. 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, 

conditions, and provisions of a l l leases, subleases, and other contracts 

relating to exploration, drilling, development, or operation for oil 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 pro­

visions hereof, but otherwise to remain in full force and effect; and the 

parties hereto hereby consent that the Secretary as to Federal leases and 

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

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

does hereby establish, alter, change, or revoke the drilling, 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 
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particularly modified i n accordance with the following: 

(a) The development and operation of lands subject to this 

agreement under the terms hereof shall be deemed f u l l performance 

of a l l obligations for development and operation with respect to 

each and every 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 any­

thing to the contrary i n any lease, operating agreement or other 

contract by and between the parties hereto, or their respective 

predecessors i n interest, or any of them. 

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

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 f a i l u r e to d r i l l or produce wells situated on the land therein 

embraced. 

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

unitized lands pursuant to direction or consent of the Secretary 

and the State Commissioner, or their duly authorized representative, 

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 explora­

t i o n , 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 State of New Mexico, com­

mitted to this agreement, which, by i t s terms might expire prior 

to the termination of this agreement, i s hereby extended beyond 

any such term so provided therein so that i t shall be continued i n 

f u l l force and effect f o r and during the term of this agreement. 

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

any renewal thereof or any part of such lease which i s made subject 

to this agreement shall continue i n force beyond the term provided 

therein u n t i l the termination hereof. Any other Federal lease com­

mitted hereto shall continue i n force beyond the term so provided 

therein or by law as to the land committed so long as such lease re­

mains subject hereto, provided that production i s had i n paying • 
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quantities under this unit agreement prior to the expiration date of 

the 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 expire prior 

to the time at which the underlying lease, as extended by the im­

mediately preceding paragraph, w i l l expire, i s hereby extended be­

yond any such term so provided therein so that i t shall be continued 

i n f u l l force and effect for and during the term of the underlying 

lease as such term i s herein extended. 

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

is made subject to this agreement, shall continue i n force beyond 

the term provided therein as to the lands committed hereto u n t i l the 

termination hereof. 

(h) The segregation of any Federal lease committed to this agree­

ment is governed by the following provision i n the fourth paragraph 

of Sec. 17(b) of the Act, as amended by the Act of July 29, 1954 

(68 Stat. 583, 585): "Any (Federal) lease hereafter committed to 

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

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

separate leases as to the lands committed and the lands not committed 

as of the effective date of unitization: Provided, however, that any 

such lease as to the nonunitized portion shall continue i n force and 

effect for the term thereof but for not less than two years from the 

date of such segregation and so long thereafter as o i l or gas is pro­

duced i n paying quantities." 

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

only a portion of i t s lands committed hereto, shall be segregated as 

to the portion committed and the portion not committed, and the terms 

of such lease shall apply separately to such segregated portions com­

mencing as of the effective date hereof; provided, however, notwith­

standing any of the provisions of this agreement to the contrary any 

lease embracing lands of the State of New Mexico having only a portion 

of i t s lands committed hereto shall continue i n f u l l force and effect 
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beyond the term provided therein as to a l l lands embraced i n such 

lease, i f o i l or gas i s discovered and i s capable of being produced 

i n paying quantities from some part of the lands embraced i n such 

lease at the expiration of the secondary term of such lease; or i f , 

at the expiration of the secondary term, the Lessee or the Unit 

Operator i s then engaged i n bona fide d r i l l i n g or reworking operations 

on some part of the lands embraced i n such lease, the same, as to 

a l l lands embraced therein, shall remain i n f u l l force and effect 

so long as such operations are being d i l i g e n t l y prosecuted, and i f 

they result i n the production of o i l or gas, said lease shall con­

tinue In f u l l force and effect as to a l l of the lands embraced there­

i n , so long thereafter as o i l or gas i n paying quantities i s being 

produced from any portion of said lands. 

19. COVENANTS RUN WITH LAND. The covenants herein shall be con­

strued to be covenants running with the land with respect to the interest 

of the parties hereto and their successors i n interest u n t i l this agree­

ment terminates, and any grant, transfer, or conveyance, of interest i n 

land or leases subject hereto shall be and hereby i s conditioned upon the 

assumption of a l l privileges and obligations hereunder by the grantee, 

transferee, or other successor i n interest. No assignment or transfer of 

any working interest, royalty, or other interest subject hereto shall be 

binding upon Unit Operator u n t i l the f i r s t day of the calendar month after 

Unit Operator i s furnished with the or i g i n a l , photostatic, or ce r t i f i e d 

copy of the instrument of transfer. 

20. EFFECTIVE DATE AND TERM. This agreement shall become ef­

fective upon approval by the Director and the State Commissioner or their 

duly authorized representatives as of the date of approval by the Director 

and shall terminate f i v e (5) years from said effective date unless: 

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

State 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 i n ­

capable of production of unitized substances In paying quantities i n 

the formations tested hereunder and after notice of intention to 
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terminate the agreement on such ground i s given by the Unit Opera­

t o r to a l l parties i n i n t e r e s t at t h e i r l a s t known addresses, the 

agreement i s terminated with the approval of the Director and State 

Commissioner, or 

(c) a valuable discovery of un i t i z e d substances has been made 

on un i t i z e d land during said i n i t i a l term or any extension thereof, 

i n which event the agreement s h a l l remain i n e f f e c t f o r such term 

and so long as un i t i z e d substances can be produced i n paying quanti­

t i e s , i . e . , i n t h i s p a r t i c u l a r instance i n quantities s u f f i c i e n t to 

pay f o r the cost of producing same from wells on uni t i z e d land w i t h i n 

any p a r t i c i p a t i n g area established hereunder and, should production 

cease, so long thereafter as d i l i g e n t operations are i n progress f o r 

the r e s t o r a t i o n of production or discovery of new production and so 

long thereafter as the un i t i z e d substances so discovered can be produced 

as aforesaid, or 

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

This agreement may be terminated at any time by not less than 

75 Per centum, on an acreage basis, of the owners of working in t e r e s t s 

signatory hereto, w i t h the approval of the Director and State Commissioner; 

notice of any such approval to be given by the Unit Operator to a l l parties 

hereto. 

21. RATE OP PROSPECTING, DEVELOPMENT, AND PRODUCTION. The 

Director i s hereby vested w i t h a u t h o r i t y to a l t e r or modify from time to 

time i n his d i s c r e t i o n the quantity and rate of production under t h i s agree­

ment when such quantity and rate i s not f i x e d pursuant to Federal or State 

law or does not conform to any state-wide voluntary conservation or alloca­

t i o n program, which i s established, recognized, and generally adhered to 

by the majority of operators i n such State, such au t h o r i t y being hereby 

l i m i t e d to a l t e r a t i o n or modification i n the public i n t e r e s t , the purpose 

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

order of a l t e r a t i o n or modification. Without regard to the foregoing, the 

Director i s also hereby vested w i t h a u t h o r i t y to a l t e r or modify from 

time to time i n his d i s c r e t i o n the rate of prospecting and development 

and the quantity and rate of production under t h i s agreement when such 

a l t e r a t i o n or modification i s i n the i n t e r e s t of a t t a i n i n g the conserva­

t i o n objectives stated i n t h i s agreement and i s not i n v i o l a t i o n of any 

-20-



applicable Federal or State law. 

Powers i n this section vested i n the Director shall only be 

exercised after notice to Unit Operator and opportunity for hearing to 

be held not less than 15 days from notice. 

22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor 

the working interest owners nor any of them shall be subject to any for­

f e i t u r e , termination or expiration of any rights hereunder or under any 

leases or contracts subject hereto, or to any penalty or l i a b i l i t y on ac­

count of delay or f a i l u r e l n whole or i n part to comply with any appli­

cable provision thereof to the extent that the Unit Operator, working 

interest owners or any of them are hindered, delayed or prevented from 

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

i n the exercise of due diligence, the concurrence of proper representatives 

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

in and about any matters or thing concerning which i t i s required herein 

that such concurrence be obtained. The parties hereto, including the State 

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

mission i n and by any provisions of this agreement are vested i n the State 

Commission and shall be exercised by i t pursuant to the provisions of the 

laws of the State of New Mexico and subject i n any case to appeal or j u d i ­

c i a l review as may now or hereafter be provided by the laws of the State 

of New Mexico. 

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

parties affected, have the right to appear for and on behalf of any and 

a l l interests affected hereby before the Department of the I n t e r i o r , the 

Commissioner of Public Lands of the State of New Mexico and the New Mexico 

Oil Conservation Commission and to appeal from orders Issued under the 

regulations of said Department, the State Commission or State Commissioner 

or to apply for r e l i e f from any of said regulations or In any proceedings 

relative to operations before the Department of the Inte r i o r , the State 

Commissioner, or State Commission or any other legally constituted 

authority; provided, however, that any other interested party shall also 

have the rig h t at his own expense to be heard i n any such proceeding. 

24. NOTICES. A l l notices, demands or statements required here­

under to be given or rendered to the parties hereto shall be deemed f u l l y 

given i f given i n wri t i n g and personally delivered to the party or sent 
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by postpaid registered or c e r t i f i e d mail, addressed to such party or 

parties at t h e i r respective addresses set f o r t h l n 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 i n w r i t i n g to party 

sending the notice, demand or statement. 

25. NO WAIVER OF CERTAIN RIGHTS. Nothing i n t h i s agreement 

contained s h a l l be construed as a waiver by any party hereto of the r i g h t 

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

or i n v a l i d i t y of any law of the State wherein said u n i t i z e d lands are 

located, or of the United States, or regulations issued thereunder i n any 

way a f f e c t i n g such party, or as a waiver by any such party of any r i g h t 

beyond his or i t s au t h o r i t y to waive. 

26. UNAVOIDABLE DELAY. A l l obligations under t h i s agreement 

requir i n g the Unit Operator to commence or continue d r i l l i n g or to operate 

on or produce u n i t i z e d substances from any of the lands covered by t h i s 

agreement s h a l l be suspended while, but only so long as, the Unit Operator 

despite the exercise of due care and diligence i s prevented from complying 

with such obligations, i n whole or i n p a r t , by s t r i k e s , acts of God, 

Federal, State, or municipal law or agencies, unavoidable accidents, un­

controllable 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 s i m i l a r to matters herein enumberated or not. 

27. FAIR EMPLOYMENT. I n connection with the performance of 

work under t h i s agreement, the Unit Operator agrees not to discriminate 

against any employee or applicant f o r employment because of race, r e l i g i o n , 

color, or national o r i g i n . The aforesaid provision s h a l l include, but not 

be l i m i t e d t o , the f o l l o w i n g : employment, upgrading, demotion, or trans­

f e r ; recruitment or recruitment advertising, l a y o f f or termination; rates 

of pay or other forms of compensation; and selection f o r t r a i n i n g , i n ­

cluding apprenticeship. The Unit Operator agrees to post hereafter i n 

conspicuous places, available f o r employees and applicants f o r employ­

ment, notices to be provided by the contracting o f f i c e r s e t t i n g f o r t h the 

provisions of the non-discrimination clause. 

The Unit Operator agrees to i n s e r t the foregoing provision i n 
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a l l sub-contracts hereunder, except sub-contracts' f o r standard commercial 

supplies or raw materials. 

28. LOSS OP TITLE. I n the event t i t l e to any t r a c t of unitized 

land s h a l l f a i l and the true owner cannot be induced to j o i n i n t h i s u n i t 

agreement, such t r a c t s h a l l be automatically regarded as not committed 

hereto and there s h a l l be such readjustment of future costs and benefits 

as may be required on account of the loss of such t i t l e . I n the event of 

a dispute as to t i t l e as to any r o y a l t y , working i n t e r e s t , or other interests 

subject thereto, payment or delivery on account thereof may be withheld 

without l i a b i l i t y f o r i n t e r e s t u n t i l the dispute I s f i n a l l y s e t t l e d ; 

provided, t h a t , as to Federal and State land or leases, no payments of 

funds due the United States or the State of New Mexico should be w i t h ­

held, but such funds of the United States s h a l l be deposited as directed 

by the Supervisor and such funds of the State of New Mexico sh a l l be de­

posited as directed by the State Commissioner to be held as unearned money 

pending f i n a l settlement of the t i t l e dispute, and then applied as earned 

or returned i n accordance w i t h such f i n a l settlement. 

Unit Operator as such i s relieved from any r e s p o n s i b i l i t y f o r any 

defect or f a i l u r e of any t i t l e hereunder. 

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

substantial i n t e r e s t i n a t r a c t w i t h i n the u n i t area f a i l s or refuses to 

subscribe or consent to t h i s agreement, the owner of the working i n t e r e s t 

i n that t r a c t may withdraw said t r a c t from t h i s agreement by w r i t t e n notice 

to the Director, the State Commissioner, and the Unit Operator p r i o r to 

the approval of t h i s agreement by the Director. Any o i l or gas interests 

i n lands w i t h i n the u n i t area not committed hereto p r i o r to submission of 

t h i s agreement f o r f i n a l approval may thereafter be committed hereto by 

the owner or owners thereof subscribing or consenting to t h i s agreement, 

and, I f the Int e r e s t is. a working i n t e r e s t , by the owner of such i n t e r e s t 

also subscribing to the u n i t operating agreement. After operations are 

commenced hereunder, the subsequent joinder, as provided i n t h i s section, 

by a working I n t e r e s t owner i s subject to such requirements or approvals, 

I f any, pertaining to such joinder, as may be provided f o r i n the u n i t 

operating agreement. After f i n a l approval hereof joinder by a non-working 
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interest owner must be consented to i n writing by the working interest 

owner committed hereto and responsible for the payment of any benefits 

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

by any owner of a non-working interest, at any time, must be accompanied 

by appropriate joinder by the owner of the corresponding working interest 

i n order for the Interest to be regarded as effectively committed hereto. 

Joinder to the unit agreement by a working-interest owner, at any time, 

must be accompanied by appropriate joinder to the unit operating agreement, 

i f more than one committed working-interest owner i s involved, i n order 

for the interest to be regarded as effectively committed to this unit 

agreement. Except as may otherwise herein be provided subsequent joinders 

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

following the f i l i n g with the Supervisor, the State Commissioner and the 

State Commission of duly executed counterparts of a l l or any papers neces­

sary to establish effective commitment of any tract to this agreement un­

less objection to such joinder i s duly made within 60 days by the Director, 

State Commissioner, or State Commission. 

30. COUNTERPARTS, This agreement may be executed i n any number 

of counterparts no one of which needs to be executed by a l l parties 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 i n the landa within the above-described unit area. 

IN WITNESS WHEREOF, the parties hereto have caused this agree­

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

execution. 

GULF OIL CORPORATION 

ATTEST: 

__^__ r_ T__ By 
Assistant Secretary Attorney-in-Fact 

UNIT OPERATOR & WORKING INTEREST OWNER 
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WORKING INTEREST OWNERS 
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G U L F O I L C O R P O R A T I O N 

L A W D E P A R T M E N T 

R O S W E L L , N E W MEXICO 
ACDRE55 ALL CORRESPONDENCE IN CARE CF 

P. O . B O X 6 6 9 , L A W D E P A R T M E N T 

A p r i l 8, i960 

Secretary-Director 
New Mexico O i l Conservation Commission 
P. 0. Box 871 
Santa Fe, New Mexico 

D A V I D T S E A R L S 
G E N E R A L C O U N S E L 
P I T T S B U R G H , P A 

D A V I D W . S T E P H E N S 
D I V I S I O N A L A T T O R N E Y 
F O R T W O R T H , T E X A S 

W I L L I A M V. K A S T L E R 

Re: I n the Matter of the Application of 
Gulf O i l Corporation f o r the approval 
of the Unit Agreement f o r the develop­
ment and operation of the North Caverns 
Unit Area, Eddy County, New Mexico. 

Dear S i r : 

Gulf O i l Corporation r e s p e c t f u l l y herein requests the Com­
mission's approval of the North Caverns Unit Agreement, copies of 
which are attached hereto, "on the grounds that the proposed u n i t 
plan w i l l i n p r i n c i p l e tend to promote the conservation of o i l and 
gas and the prevention of waste. In support of i t s application. 
Gulf states as follows: 

1. That the Unit Area sh a l l be: 

T-22-S, R-24-E, N.M.P.M. T-23-S, R-24-E, N.M.P.M. 
Sec. 26: S/2 Sec. 1: W/2 

27: S/2 2: A l l 
34: A l l 3: A l l 
35: A l l 10: A l l 

11: A l l 
12: W/2 
14: N/2, SW/4, W/2 SE/4 

£,303 15: A l l 

containing 6,302.63 acres, more or less. 

iJ -

2. 

Y 

That the Unit Area may by the terms and provisions of 
the Unit Agreement be enlarged or contracted as pro­
vided but that the administrative approval f o r any ex­
pansion or contraction, of the Unit Area must also be 
obtained from the Secretary-Director of the O i l Conser­
vation Commission. 

That the Unit Operator sh a l l f i l e with the Commission 
an executed o r i g i n a l or an executed counterpart of the 



Secretary-Director 
New Mexico O i l Conservation Commission 
A p r i l 8, I960 
Page 2 

North Caverns Unit Agreement w i t h i n 30 days a f t e r the 
e f f e c t i v e date thereof. 

4. That any party owning r i g h t s i n the unitized substances 
who does not commit such r i g h t s to said Unit Agreement 
before the e f f e c t i v e date thereof may thereafter become 
a party thereto by subscribing to such agreement or 
counterpart thereof or by r a t i f y i n g the same. The Unit 
Operator s h a l l f i l e w i t h the Commission w i t h i n 30 days 
an o r i g i n a l of any such counterpart or r a t i f i c a t i o n . 

5. That the Order of the Commission should become ef f e c t i v e 
upon the approval of said Unit Agreement by the Director 
of the United States Geological Survey and the Commis­
sioner of Public Lands f o r the State of New Mexico, and 
shal l terminate ipso facto upon the termination of said 
Unit Agreement. The l a s t Unit Operator s h a l l immediately 
n o t i f y the Commission I n w r i t i n g of such termination. 

The Unit t e s t w e l l i s located i n the NW/4 of the SW/4 of Sec­
t i o n 11-23S-24E. The well i s projected to a depth adequate to test 
the Devonian formation, not to exceed 11,750 feet. 

Gulf O i l Corporation has previously obtained a preliminary 
designation of Unit Area from the Acting Director of the United 
States Geological Survey, a ve r i f a x copy of which i s attached here­
to. 

I t i s requested that t h i s matter be set f o r hearing before 
an examiner at an early date. 

Respectfully submitted, 

GULF OIL CORPORATION 

By 
William V. Kastler 

WVK:eji 

Enclosures 



UNITED STATES 
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEY 
W A S H I N G T O N SS. O. C. 

FEB i« mo Gulf Oi l Corporation 
P. 0. Drawer 669 
Roswell, New Mexico 

Attention: Mr. W. A. Shellshear 

«7 * «•»•-» 

ITOc 

Gentlemen: 

Your application of January 22, 1960, f i l ed with the 
Regional Oi l and Gas Supervisor, Roswell, Nev Mexico requests the 
designation of 6,302.63 acres, store or less , in Eddy Ceunty, New 
Mexico, as logically subject to exploration and development under 
the unitization provisions of the Mineral Leasing Act, as amended. 

Pursuant to the unit plan regulations of December 22, 1930, 
(30 CFR 226.3), tha land outlined in your plat marked North Caverns 
Unit Araa, Eddy County, New Mexico,,is hereby designated as a logical 
unit area. 

Tour proposed fox* of unit agreement, vhlch substantially 
follows the June 1957 reprint of the standard form and contains modi­
fications required by the State of New Mexico, is acceptable. The 
description of the unit area in Section 2 of the agreement may be 
Bade by reference to o f f i c i a l Bureau of Land Management survey, or by 
reference to Exhibit "A". The proposed i n i t i a l exploratory well to 
test formations of Devonian age or co a depth of 11,750 feet, is ac­
ceptable. 

In the absence of any other type of land requiring special 
provisions or any othar objections not now apparent, a duly executed 
unit agreement w i l l be approved i f submitted in approvable status 
within a reasonable period of time. When the executed agreement is 
transmitted to the Supervisor fcr approval, include the latest status 
of a l l acreage showing the current owners of a l l interests involved. 
I f ownership of any interest in a tract i s divided, show in Exhibit ' B" 
the percentage of each such owner. Notice is hereby given that the 
right i s reserved to deny approval of any executed agreement submitted 
which, in our opinion, doea not have the f u l l commitment of suff icient 
lands to afford effective control of unit operations. 

Very truly yours, 

Acting Director 



Gentlemen: 

Your application of January 22, 1960, f i l ed with the 
Regional Oi l and Gas Supervisor, Roswell, New Mexico requests the 
designation of 6,302.63 acres, more or less , in Eddy Ceunty, New 
Mexico, as logically subject to exploration and development under 
the unitization provisions of the Mineral Leasing Act, as amended. 

Pursuant to the unit plan regulations of December 22, 1950, 
(30 CFR 226.3), the land outlined in your plat marked North Caverns 
Unit Area, Eddy County, New Mexico, is hereby designated as a logical 
unit area. 

Your proposed form of unit agreement, which substantially 
follows the June 1957 reprint of the standard form and contains modi­
fications required by the State of New Mexico, is acceptable. The 
description of the unit area in Section 2 of the agreement may be 
made by reference to o f f i c i a l Bureau of Land Management survey, or by 
reference to Exhibit "A". The proposed i n i t i a l exploratory well to 
test formations of Devonian age or to a depth of 11,750 feet, is ac­
ceptable . 

In the absence of any other type of land requiring special 
provisions or any other objections not now apparent, a duly executed 
unit agreement w i l l be approved i f submitted in approvable status 
within a reasonable period of time. When the executed agreement is 
transmitted to the Supervisor for approval, include the latest status 
of a l l acreage showing the current owners of a l l interests, involved. 
I f ownership of any interest in a tract is divided, show in Exhibit !'B" 
the percentage of each such owner. Notice is hereby given that the 
right is reserved to deny approval of any executed agreement submitted 
which, in our opinion, does not have the f u l l commitment of sufficient 
lands to afford effective control of unit operations. 

Very truly yours, 

loting Director 
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NORTH CAVERNS UNIT 
Eddy County, New Mexico, Township 23 South, Range 2k East 

Proposed 11,750' Test 

Regional Plat 
January 21, I960 

EXHIBIT "A" 

BEFORE EXAMINER NUTTER 
OIL CONSERVATION COMMISSION 

EXMI3IT NO. / 
CASE NO. 
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NORTH CAVERNS UNIT 
Eddy County, New Mexico, Township 23 South, Range 2k East 

Proposed 11,750' Test 

/ Regional Plat 
/ Y p O January 21, i960 
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NORTH CAVERNS UNIT 
Eddy County, New Mexico, Township 23 South, Range 2k East 

Proposed 11,750' Test 

Regional Plat 
January 21, I960 

EXHIBIT "A" 
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HUMBLE, ,0-IL, &. J R I ^ J N I N G COMPANY 
•• %X'P LvGFfAlil O l 4<b&PARTM ENT 

P. O . B O X 1 2 8 7 

B O S W B L L , N E W M E X I C O 

June 21, 1960 

Mrs. Ida Rodriguez 
Oil Conservation Commission 
Capitol Building 

Santa Fe, New Mexico 

Dear Ida: 

Enclosed is the North Cavern Unit as promised. Thanks 

very much. See you in a week or so. 
Best regards, 

R. F. Matthews 

RFM:eh 

Enclosure 



Approximate Devonian Horiton 
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NORTH CAVERNS UNIT 
Eddy County, Rev Mexico, Township 23 South, Range 2h East 

Proposed 11,750' Test 

Regional Plat 
January 21, I960 

^ EXHIBIT "A" 
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Unit Outline 

Troct Number 

Test Well 

Federal Land 

State of New Mexico Land 

Total 

5,669.99 

632.64 

6,302.63 

NORTH CAVERNS UNIT AREA 
Eddy County, New Mexico EXHIBIT "A" 




