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SHELL OIL COMPANY
Post Office Box 1200
Farmington, New Mexico
/

A

June 13, 1962

Subject: Cabezon Unit
Contract No. 14-08-0001-7820
Sandoval County, New Mexico
Request for Six-Month Extension

State of New Mexico

0il Conservation Commission .
Post Office Box 871 ~
Santa Fe, New Mexico s

Attention Mr. A. L. Porter, Jr.
Secretary-Director

Gentlemen:

(]

We enclose for your information and files a photocopy of the
United States Geological Survey's approval of a six-month extensxon of
the drilling obligation on the second exploratory well under said Unit.

Your most generous cooperation in connection with this extension
is greatly appreciated.

Very truly yours,

TT”VV\A-/-L »" 77, % t/\l'—-L' -

~James E. Mathews
JEM:BG District Land Agent

Enclosure



SHELL Gll COMPANY L
; Poat Offiee Box 120G o - o
Parmington, New ‘iexicD
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: -« “Dhaprer 1857 - E
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- “The Undt Agreosmert for the Development and Operation of the - e
Cabezon nit Area,“encampa.-ing lands in Sendovsl C,ounf,y, Bew Mexico, . : R,
was spproved hy-the Acting Director, United States Teological, Su*vey, - e
or. Dumemzer 5, 1961 and deoignatsd as Unit Agreement No, ‘R-QB-OOOI-'T&C.

ket (il Company, &s 'init Operator, drilied the Sbell-Wright
¥o. 41-26 we.l ir the NE/4 ¥&/h of Section 26, T. 17 N., R. 3 W., N.M. P M.~
This weil was cozpleted and abapdorod as & dry hole at a depth of 6952
) get, PR the pra.Cambrian granite on December 1%, 1961,  Ia ,accordance
© with Puragraph 910 the Unit Agreement, the next well obligation will accrue
81y, monthe;:from the omplﬁ—uon dsce of the Sbe*l-w"ight well, or on ”
Imdﬂ», 19‘,..

A»
i:

.€+ vas our intertlon*to drill e r-comd well +3 the north and west:
R >0 the firat Joention in the area of the rropo-=d cxpansion of this Unit to
meck the Bacoud well oﬁli\gati'm.r '-!owevnr, due to an unfavorable finangtael
position,; our comvany now Tinis thet we wili be uneble to driil this well
4L repr vrless we gre eable fo promote a tarmcut of the area beftre that -
Sovoe: Furtror, we are still s the process of Soing gepphysical work .in e
Ale-gree wulch 2 would like %o complete prior to doing eny furtber Arilling. e
: . Troorhe te sllow usfBufficiept time to carplete our geophysical work or to - -
- " fied-a seitabls fawmout prospect, we requett s sivemonth extension in which g &

 LLEGBLE ..




irector,
roted Suates Tellogicel Lurvev
~hro.gh
wverilzer,

4 24 Sretes Caoicglical Carvey

v the iUnit, This six-month

oo onommence the dritiing of Lhe next well v
= eng-ou virall also allow ug additional time {u which money may become
se¢nilsuie 1o 8llow Zhell Lo drili this secosr t well.

vai o>f this six-mcontl extension of

v consideraticn and arvproval
gk 5 v: 11 be greatly appreciated.

e ation sceruing under Paragra

E el X

Jery truly yours,

F, w. Nantker
Divisic: Land Menager

O

&

Tk a2t
D

(VPR L,

Yate ) JUN -~ A 19n0

Acting Director, U. S. Geolegical Survey
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[
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June 8, 1962

Shell 0il Company
P. 0. Box 1200

Farmington, New Mexico
Re: Cabezon Unit
Sandoval County, New Mexico,
Request for Six-Month Ex-
tension in which to drill
second 8xploratory Well

Attention: Mr, F. W. Nantker
Gentlemen:

The Commigsioner of Public Lands has of this date
approved your request for & six months extension from
June 14, 1962 to December 14, 1962, in which to comply
with the provisions undexr Paragraph 9 of the Cabeszon
Unit Agreement. Our approval is subject to like approval
by the U. S. Geological Survey and the 0il Conservation
Commisgion.

Ve are enclosing one approved copy of your request
for this extension.

Very truly yours,

E. 5. JOHNNY WALKER
COMMISSIONER OF PUBLIC LANDS

BY:
{(Mrs.) Marian M. Rhea, Supervisor
Unit Divigion
ESW/umr /v
cc: U. S. Geological Survey
Roswell, New Mexico

0*1 Conservation Commission
Santa Fe, New Mexico
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SHELL,OIL COMPANY
e qu } 21
Post Office Bo/il 1200 24
Farmington, New Mexico

June 6, 1962

Subject: Cabezon Unit
Contract No. 14-08-0001-7820
Sandoval County, New Mexico
Request for Six-Month Extension

Itz of Mew Mexico

211 Conservecion Commission
gt Office Box 871

-auta Fe, FNew Mexico

Attention Mr. A, L. Porter, Jr,
Secretary-Director

Z:nthlemen:

As discussed in the recent telephone conversation between your
Mr. Nutter and James E. Mathews of this office, we are requesting a six-month
extension of the obligation accruing under Paragraph 9 of the Cabezon Unit,
Contract No. 14-08-0001-7820, for the reasons set out in the enclosed letter
which we have already submitted to the United States Geological Survey.

We would appreciate your keeping the contents of this letter confi-
deptial and if the Commission is in agreement with granting us this extension,
¥ would appreciate your signing in the space provided and returning to us
the duplicate copy of this letter or evidencing your approval in some other
menner, subject to the approval of the United States Geological Survey and
tre Commissioner of Public Lands.

Very truly yours,

—~—]
. W. Nantker

JEM:BG Division Land Manager

Enclosure

Six-Month Extension Granted:

Late S{:é4§£; 32 //f?lé %:?
YA T
L( 4 %, (./2 (.;‘ZW .

A. L. Porter, Jr.
Secretary=-Director

i —

cr = State of New Mexico
Commisgioner of Public Lands
Serta Fe, New Mexico



SHELL OIL COMPANY

Poest Office Box 12C0
Farmington, New Mexico

\r

May 8, 196z

Subjzet. Cabszon Jnit
Sandoval Ccunty,
New Mexico

Director,

United States Ceologizali Survey
Weshington 25, D.C,

through

Supervisor,

United States Geoiogical Survey
Drawer 1857

Roswell, New Mexico

Gentlemsn:

The Unit Agreement for the Development end Operstion of the
Cebezon Unit Area, encompsssing lends in Sandoval County, New Mexico,
was approved by the Acting Director, United States Geological Survey,
on December 5, 196i and designated as Unit Agreement No. 14-C8-0001-782C.

Shell 0il Compeny, =zs Unit Operatcr, drilled the Sheil-Wright
No. 41-26 weil in the NE/4 NE/4 of Secticr 26, T. 17 N., R. 3 W., N.M.P.M,
This weil was completed and abandoned as a dry hole at a depth of 69352
feet in the pre-Cambrian granite on Decemb=r ik, 1961, In accordance
with Paragraph 9 of the Unit Agreement, thz next well obligation will accrue
six monthe from the compistion dsie of ths Shell-W-ight well, or on
June b, 1961,

It waz our intention to drill e well o the north and west
of the first location in the sres of the expension of this Unit to
meet the second well obligaticn. Zoweve > an untfavorable financial
position, our compeny now finds that we wi he unable to driil this well
thig year u leau we: arz abls 10 promote
time. , we are still in thz pro
the ares ﬁhAwe would like to compl
In ordey to gliow us uffiCLkLt i
find & sultsbie farmoult prospect, w

cerxs of doing geophy51ca$ “ork in
te prior to doing any further drilling.

f3
te comr* te our geophysical work or to
request a six-month extension ir which

)

o



Director, g

United States Geological Survey
through

Supervisor,

United Ststes Ceological Survey

t0 commence the drilling of the next well in the Unit., This six-month
axtension would also allow us additional time in which money may become
svailable to allow Shell to drill this second well.

Your consideration and approval of this six-month extension of
the obligation accruing under Paragraph 9 will be greatly appreclated.
Very truly yours,

Criginal signed by
F. W. NANTKER

F. W. Nantker
JEM:BG Division Land Manager



SHELL OIL COMPARY oFige o
IWUL%V v

Fost Office Box 1a0¢ A 8 .
Parmington, New Mexico 24
Jone 6, 1967
Subjzct: ’Znit
No, lh=Ofad . T8¢

Szniovali Luulty, Hew Mozie
Rejuest for Siy-Month é

State of hew Mexico
Commissioner of Fublic Lands %7‘
Post Office Box 791 4

(7
Santa Fe, New Msxico 4/(48
Attzntion Mrs, Marion Rhea A;
Gentlemens

Az discussed in the recent taisphor: corversstion betw your
Mrs. Marion Rhee and Jsmes E. Mathews of thisz offize, we are suasting a
six-month extension of the cobligstion accrumg under Parsgreaph Q of the
Cabezon Unit, Contract No, Lu-(B8-C0CL-T82C, for the risscns zet <ut in the
enclosed letter which we have ziresdy oubxmttf” te the lnited Stat=-sz Geological
Survey.

We would appreciste your kesping tkes contents of thiz lstter confi-
dential and if the Land Commissioner is in agr zement with grenting us this
extension, we would appreciate your signing in the space provided and returning
to us the duplicate copy of this letter or evlienulng your approva: in soms
other manner, subject tc the approval of the United States CGeclogiczl Survey
and the 0il Conservation Commission.

:

ﬂ“

J”h-

I‘ian'tk
JEM:BG Div:L.,.Lon Lanﬁ Manager

Enclosure

Six~Month Extension Granteds

ILLEGIBLE

E. 8. Johnny Walker
Commissioner of Tublic Lands

<€ THi1s copy FORELY

cc ~ Stete of New Mexico
Cil Conservation Commission
Sants Fe, ¥ew Mexico
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BRWR 7 M 5:04
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Maxch 6, 1962

;hcll 0il Company
P. 0. Box 1200

Parmington, New Mexico
. Re: Proposed Expansion
Cabezon Unit, Sandoval
County, New Mexico

‘Attention: Mrx. F. W. Nantker
Gentlemen:

The Commissioner of Public Lands has approved
your Proposed Expansion of the Cabezon Unit Area,
Sandoval County, New Mexico.

Ve are enclosing a copy dasignated as your

"Notice of Proposed Expansion" on which has been
noted Mr. Walker's approval.

Very truly yours,

E. 5. JOHNNY WALKER
COMMLSSIONER OF PUBLIC LAMDS

BY:
(Mrs.) Marian M. Rhea, Supervisor
tnit Division
RSV /umz /v

anels



SHELL OIL COMPANY
15T D Hget Office Box 1200
Farmington, New Mexico

oM ggcember 3, 1962

Subject: Cabezon Unit
Contract No. 14-08-0001-7820
Sandoval County, New Mexico

State of New Mexico
0Oil Conservation Commission
Post Office Box 871
Santa Fe, New Mexico

Attention Mr. A. L. Porter
Gentlemen:

We enclose for your information and files a copy of our letter
dated October 24, 1962, on which the United States Geological Survey has
indicated their approval for a six-month extension of the drilling obli-~
gation on the second exploratory well under said Unit. The approval of
this extension was granted on November 27, 1962.

Very truly yours,

ames &. Mathews

JEM:BG District Land Agent

Enclosure



Director;

United States Geologi-al Survey
Through

Supervisor,

United States Geological

[4P]

urvey

In discussing this matter with Fr. Anderson in Santa Fe, we
pointed this cut to him and 2e -uggected that we ask for an additional
six-month extension on the (Cabezon Unit with the provision that should
ve faill to -ecure the drilling of this well within the additional six-
month period, we will take the necessary steps to terminate the Cabezon
Unit.

Very t uly yours,

:'/‘/,/ T p; ;,—
L7 aa L Y.
e

F. W. iantker
PN :BG Divisi m Land Manager

Six-Month Extension Granted:

Date NQv 271962

M
Acting Director

United States Geological Survey

cc - State ¢f New Mexico

Comniscicner of Putlic lands ’S}dh
Santa Fe, New Mexico iy,
SN
Six-Month Extension Granted- A “-’C(,g,}y
Date

E, £ chony Walker
Coammissioner 0f Public lenas

cc -~ Htate of Rew Mexico
N1l Coriservatior commission
Santa Fe, New Mexico
Six-Month Extensior Granted:

Date

X, L. Porter, Jr.
Secretary-~-Director

ILLEGIBLE




L)

—

SHELL OIL COMPANY

2ff1-c Box 1070
ing or Ne~ Mex!-cC

ab ;on L oUdT
Tontract No. 14 28 0001 750
Saniovel County, New Mexico

Ok Lvsicy
& gectwtd

NJ"!‘\QF’)

United States ”Pological Survey

»D:Lrector, . %E@E”WE[| _

Washington 25, D.C. orT K 1952
Thr ougt gbva[OLUuLﬁL SUtvey
CILL A
Supervigor, 'EWF“XWO
United Statas Geological Survey
Drawer 1857

Ros well, New Mesicce
Jentlemen

On May 8, 19A2 we directed a !-t*er *o the Director United
Statez Geoological Survey, washington “5 0., through the Supervisor,
United States Geological ourvey. oswel: New Mexico, carboning the
Commissiorer of Public Lands of *ne otat: of New Mexico and the New Mexico
011 Conservation Commission. By this le® ter we rejuasted a six-month
extensinc »f time in which to meet our 5-cond well obligation under the

gubJect Jr.it, This extension was grantec by recponse fram the United

svates Cullogical Juwrvey uesi€d June +, svoc, and from the Commissioner o T

of Public Lands and the 0i1 Corservation Commi:=sion dated June &, 196:2.

R2rently we diccussed with Mr. Anderson of the U.S5.G.S. the
drilliryg of & =€cond well . the _roposc<c Lxpanded ''nlt Area, but due to
the unisvoratle economic o" look s to the jpauspicicus time for auction-
ing our ofishere acreage ofT Liui-.ane .+t March, our company finds itsel”
strapps=d for mou v to Ao e(*loru" = dri1.iing in the Ro~ky Mountain ares
wher. it {8 57 heavily cxmu.tted - *he - ulcisna otfchore area., Conseguent.iv
we have Yeer *rvirg t: promote th - well 0y the ue of Outside cspital and
have to date found com: encHuragerert.

ILLEGIBLE
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 MAIN
SHELL OIL COMPANY "N OFFigg g0

Post Office Box 1200 1953 Aoy
Farmington, New Mexico - 20 P o
| 1:25

November 19, 1963

Subject: Cabezon Unit
No. 14-08-0001-7820
Sandoval County, New Mexico
Regquest for Termination

State of Nzw Mexicco
Commissioner of Public Lands
Post Office Box T91
Santa Fe, Hew Mexico

Attention Mrs. Mariarn Rhea
Gentiemen:

Or. December S, 1961, Arthur A, Baker, Acting Director of the
r.ited States Geological Survey, Washington, D. C., approved the Cabezon
Unit and decigaated it No. 1%-08-0001-7820. The Commissicner of Public
Lands of the State of New Mexico granted their approval of this Unit om
November 28, 1961, Further an approval of an expansion of this Unit was
granted by said Acting Director on May 9, 1963 and said expansion was
also approved by the Commissioner of Public Land of the State of New
Mexico on the i6th day of April, 1963,

Tre Shell Oil Company has drilled two unsuccessful tests on
this Unit and we now feel that further exploration would be inadvisable,
In this connsction we are forwarding for your approval two copies of ‘a
Request for Termiration and respectfully request that you grant your
approval to this termination to be made effective as of the date of the
approval by the Commissioner of Public Lands.

You will note foilowing examination of this paper that five of
the working interest owners have executed this termination. If should
be noted here, however, that these working interest owners represent
approximately ninety-six percent of the total of the working interest
involved.




State of New Mexico

Comnissioner of Public Lands < A Vi -
sone Al OFFICE 000 2

1853 KOV 20 F-{!‘n }ta 25
If you are in agreement with the termination of this Unit, we

would appreciate your furnishing us with at least three copies of your usual

Certificate of Approval in order that we may have sufficient copies to for-

ward to the United States Geological Survey when we request their formal

approval, It should be noted here for your information that the Roswell

office has indicated verbally that they have no objection to this termination.

Very truly yours,

¥, W. Nantker
JEM:GL Division Land Manager

Fazlosures

cc - State of New Mexico (w/o enclosure)
0il Conservation Commission
Post Office Box 871
Santa Fe, New Mexico
Attepntion A. L. Porter, Jr.
Secretary-Director
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November 27, 1963

Shell 0il Company
P. O, Box 1200
Farmington, New Mexico

Re: Cabezon Unit
Sandoval County, New Mexico
Request for Termination

Attention: Mr. FP. W. Nantker
Gentlemen:

This office has received by your letter dated
November 19, 1963, an original and one copy of a
document designated as "Request for Termination".

This being a request by approximately ninety-
six (96) percent of the total working interests of
the Cabezon Unit, Sandoval County, New Mexico, for
the teraination of this Unit Agreement as provided
for under Section 20 of the Cabezon Unit Agreement.
We believe the effective date of the termination of
the Cabeson Unit should be November 29, 1963, upon
approval by the Commissicner of Public Lands and
the Director of the United States Geological Survey,
however, we wish to be immediately advised as to the
effective date,



Shell Cil Company

Attention: Mr. F. W. Nantker
November 27, 1963

- page 2 -

The Commissioner of Public Lands approves as of
this date the termination of the Cabezon Unit Agreement,
subject to like approval by the United Statss Geological
Survey.

Upon approval Ly the United sStates Geological Survey
please furnish this office a fully approved application
with the effactive date of such termination shown.

Very truly yours,

E, », JOHNNY WALKER
COMMISSIONER CF PUBLIC LANDS

BY:
(Mrs.) Marian M. Rhea, Supervisor
Unit Division

ESW/mar/v
ces
United States Geological Survey
P, 0. Drawer 1857
Roswell, New Mexico
Attentions Mr. John A. Andarson

0il Conservation Comaissior
P. U, Box 871
Santa Fe, New Mexico



2rey

) November 28, 1961

Shell 0il Company
3%! 0. Box 1200

Farmington, New Mexico

Re: Cabezon Unit
Sandoval County,
New Mexico

Gentlemen:

The Commissioner of Public Lands has approved the
; above designated as of November 28, 1961.

We are retaining one copy of this document and hand-

U ing Mx. R. L. Freeman nine copies of this documsnt together
with a Temporary Receipt in the amount of $190.00,

)\

at such time as it is issued by this office.

\Jﬁ Ve will mail Official Receipt in the smount of $190.00
/
J Very truly yours,

E. §. JOBNNY WALKER
COMMISSIONER OF PUBLIC LANDS
B8V /mmr /v
Encl:
cc: 0il Conservation Commission
Santa Fe, New Mexico

U. S. Geological Survey
Roswell, New Mexico



GOVERNOR
EDWIN L. MECHTM
CHAIRMAN

State of Netw Wexico
® il Eongerbation Commission

LAND COMMISSIONER . STATE GEOLOGIST
E. S. JOHNNY WALKER A. L. PORTER, JR.
MEMBER SECRETARY —- DIRECTOR

P.O. BOX 871
SANTA FE

November 3, 1961

Re: Case No. 2407
Order No. R-2113

Applicant:

Mr. Oliver Seth

Seth, Montgomery, Pederici & Andrews
Box 828 Shell 0il Company
Santa Pe, New Mexico

Dear Sir:

Enclosed herewith are two copies of the above-referenced
Commission order recently entered in the subject case.

Very truly yours,

7 e,

) '
A. L. PORTER, Jr.
Secretary-Director

ir/
Carbon copy of order also sent to:

Hobbs 0OCC X
Artesia OCC
Aztec OCC X

OTHER




SHELL OIL COMPANY /7.7

Post Office Box 1200 vt [ C
Farnington, New rsxico A% /};
Septenver 11, 1761 Y

Subject: Caberon Ares
Propozed Cabezon Unit
Sencdoval County, New Mexico

0il and Gas Conservetion Coumission (3)
State of Hew Mexdco

State Land Office Building

Santa Fe, New Mezico

Gentlemen:

Pursuant to the telephone conversation betueen your Messrs.
Porter and Nutter and our Mr. Nantker, we earnecstly request thet you
place our zgplication for the Cabezon Unit Area on your calendar for
the October 4, 1961 Exeminer Hearing. We cnclose land meps of the pro-
posed Unit Area, which we intend to name the Cabezon Unit. The Unit
will embrace a totel of 22,7/2.57 acres, of which 17,846.03 are Federal,
3,207,72 State, and 1,638.82 Fee screage.

We attach as zxhibit "A" hereto a description of the acreage
which will be embraced in the Unit Arez. We also attach three copies
of the area and depth letter which we reczived from the United States
Geological Survey, which letter is in errsr as to the total screzge
within the Unit. In addition, we enclose three copies of our Application
for Approval of Designation of Unit Area.

Presently we will forward a copy of the Unit Agreement for your
examination, and will be prepared ot our zeologic data at the
October 4th hearing.

Very truly yours,

FWNIEG Division Land Manager

Attachments



\5_00?{/ EXHIBIT "A"

Proposed Cabezon Uait
Sandoval Coun Bew Moxico

Tract Fo, Description No res
ownship 7 North e 3 West, N.M.P. M
4 Section 10: E72 SW%A
Sectlon 20: W/2 SW/4 160,00

i Section 10: W/2 Si/i
Section 20: E/R SW/4 160,00

2 Section i0: SB//
Section 20: SE/L 320,00

3 Section 10: /2 320.00
4 Section 27: MW/4 160,00
5 Section 13 S%z,

Section 24:

Section 25: )

Section 26: SW/4 SE/L, SB/4 SW/4

Section 353 H/R ME/L 4280.00

6 Secticn 12: All 640,00

=3

Section i9: SE/4
Section 34: E/2 SE// 240,00

g Section 9: SE/4
Section 28: SE/, 320,00

9 Section 9: SW/4
Section 19: Iots 1, 2, E/2 W/4
Saction 27: SW/.
Section 34: S/2 Wi/L 560,00

1G Section 19: lots 3, 4, E/2 SW/.
Section 28: SW/4
Section 34: W/R SW/4 399.84

Township 76 North. Range 3 West. N.M.P.M
1 Section 3: Lots i, 2, 3, 4, §/2

Section 4: ILots 1, 29 3, 49 S/2 H/2
Township 17 North, Range - o
Section 35:

(Al1)

532,20

i2 Section 29: ALl
Section 30: Iots 1, 2, ‘,,)a 4y E/2 WJ2, B/2 (A11)
Section 31: Lots 1, 2, 3, 4, ERR 1-1/2, E/f2 \u\

A

Sestion 33; AL 2559,63



EXHIBTT "4¥ BEST AVAILABLE COPY 2

Irach Ho, Josbures

13 320..0C
" 206.00
"5 60,

Townshiv
“& Seation ‘;-f,: x,LL

Section 20 Hf2

Section 22+ ALY

Section 23: H/2 192000
=7 Sec 2 O/

SE=% .

Se.

Se

Se 2560.00
18 Section 1::

Section 22

Section 27: 320.06
16 Sention i 40.00

Touwnghip {7 )
20 Seutlcn. TS: [QC/\L_C(.‘

Township 17 Horth, Range 3 ¥egh. N.M. P M.
2% Section 13: SW/4 Wi/4

Section 23: EH/A. E’J/L, Edf4 SH/L

Sectica 27: SW/L KB4 16000
22 Secticn 93 mfz.,

Section 27: SE/L

Section 34: K/2 Wi/ 40000
22 Section 23: SE/. NE/4, SE/4y BF2 SU/:

Sectlon 253 KE/4 L4000
2 Section 13: //4 NE/4, 3/2 MEfL, S¥/}

Section 23: W/2 N&/4, SE/4 W/4

Section 26: lﬂ 1. SW/Z

Section 27: MBE/, K&/ 480,00

ILLEGIBLE




EXHIBIT "7 BEST AVAILABLE COPY

el

,—J

S R W £ avm
tract No. HO.. noTs

3 Hegt, H.M.7

2 N - fry P £ £
Le 8/2 W/2. S§72 (A11) 649,40

Tounship 7 Horth, Range 3 West, H.M.P.M.
26 Section 19: W/2 Si/4
Section 30: ILots 1, 2,
6

Section 31 Iots 1, 2 _
Tovmship 16 Borth, Bance 2 Yast., H.M.P.M,
Section €

Towpship o)
2 Section 72

Townsoin
TS

23 Section
Baginning

Q

1307
=

O

! 3
7 M P M., besr fe
2lovrg T ~aact hourpd P
@ a0ty U CESY ROURLAYY OJ
ES - Y e 1, £ ™ 973 M Y mdam
th ¥ > Tollsuse 900 B 13.0 chains
s o : et qr e BT ) L
3i E 3, AANS 'iLSa.-Shu; L(} ~3P[ 3d
- 2, 2 e REEsY =0 i B 4 {1 ¢) TAIE
11.0 chains distant: ¥ 257-30% E 12.0 ¢h stants

I

5
¥ 65°-00° E 13,0 chains distant; N 4
istent; K 60%9-15' B 13,3) chaing dist
10,40 chaians distent; thcice south 61.
will be, vhen surveyed, tis cornsr of
and 8, T. 16 N., B, 2 ¥., HHM.P.M.; the

chains 4o psiat of beginning.

17 Horth. Penze . West, H.M, P M,
:

3
29 Section 25

Township {7 Horth, Range 7 West, N.M.P.M,
30 Section 16: B2 M% 80.00
39 Township 17 North, Favse 7 Wesi, H.M.P.M.

Section 16t NE/., SH/4

Section 323 W&/, Si/4

Township 17 North, Ranze . West, N.M.P.M.

Section 353 N/ SY/4 260.00

Township 17 Horth, fznze ; West, N.M.P.M.
32 Section 163 W/2 NIz
Section 323 W/L, SE/) 560,00

ILLEGIBLE
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SHELL OIL COMPANY

Post Office Box 1200
Farmington, New Mexico

N“}xi Subject: Cabezon Unit Area
Sandovel County, New Mexico
Application for Designation
of Unit Ares and Preliminary
Approval of Form of Unit Agreement

CLlsntor
‘rited States Geological Survey
“ashington 25, D. C.

-nrough

Tuperviser
;iited States Geologlcal Survey
foswell, New Mexico

ot lemens

Shell 0il Company hereby requests approval of Application for
imsignation of Unit Area and Preliminary Approval of Form of Unit Agreement
v the above-captioned Unit.

The proposed Unit Aree comprises 25,635.65 acres, of which 21,380.11
. es are Federal lands, 2,567.72 acres State of New Mexico larnds and 1,688.82
~ves petented fee lands. The Unit Areas is outlined on the attached lend Owner-~
<:p Map which shows the acreage in the tracts comprising the Unit Area. 4lso
-.tanhed find a schedule listing in sequence the serial numbers of all Federal,
~z2te and fee leases within the Unit Ares=.

We propose to drill a test well to a depth sufficient to penetrate
"= Cambrian rocks or to a depth of 7300 feet, whichever is the lesser, unless
-:1ized substances in paying quantities are found at a lesser depth.

We are also requesting preliminary approval of the form of Unit
~2masment and hereby advise you that we intend to follow the Standard Form as
2vsvided in 30 CFR 226,12 with currently required modifications pursuant to the
~*andard Form of Unit Agreement revised June, 1957. Such form will contain only
:tich revisions as might be required by your office.

In justification of the proposed Unit, we attach in triplicate a
‘+iological report prepared by E. G. Hoskins, District Geologist. A structure

ILLEGIBLE




ny

siractor
ited States Geological Survey
:.-i?.snington 259 D Co

~zrough
~upervisor

nited States Geological Survsy
Fosw2i1, New Mexieo

wip on the base of the Pennsylvanisn structure (selsmic) accompanies this
senort. We request that the information contained in the report and shown on

“2s map be treated as confidential.
Your earliest consideration of this Application is respectfully

russted.
Very truly yours,

SHELL OIL COMPANY

%WL%%;
Fe W. Nantker

2 IFsMPD Division Land Manager

4rtaczhments

ILLEGIBLE




SCHEDULE OF UNITED STATES OIL AND GAS IEASES

SF-080520 NM--030016
SF-N80520-4 NM-040606
NM--03158 NM..0. 6798
NM-06878 NM=0502.60
NM-010884 NM-055534,
NM-.010886--B NM-056477
NM-0114,25 M--057454
NM--011445 MM-061524
NM-01232% NM=061.524mA
NM-0181783 NM-072925
NM-021000 NM--083.224,
NM-0239C7 NM-082433
NM--023907-B NM-)134986
NM--023907-¢ ~ NM--0150116
NM--023907--E NM-0153820
NM--023913 NM-01£1.406
NM--023915 NM--0161407
NM-028170 NM~C161469
NM-A0168898
SCHEDULE QF STATE OF NEW MEXICO LEASES
E-2291
E-9083
K-1448
E~1449
K-1496

SCHEDULE OF PATENTED FEE LEASES

Goodner (C.)
Guruls, et al
Lovato (A.)
Montoys (M.&S.)



UNITED STATES

DEPARTMENT OF THE HETRIION"-

CEOLOBIGA, SV Y
wARSNROTNR 0.0 0.

Sneli Oi. Compeany
Pngt (ffice box 1200

Formlngton, Lew Mexicc
Attention: Mr. 7. W. Rantker
entlemen:

Your app.i:ation of July 26 filed with tae O{l and Gas »

Roswell, hew Mexicc, requested the designation of 25,636.65 acres,

more cr less, Bandoval County, New Mexico, ss logically subject to

exploratiocn and development under the uritization provisioms of the
Mineral Leasing Act, as amended.

Pursuant to unit plan regulations of Decewber 22, 1950, 30 CIFR 286.3,
(1961 reprint), the land requested, as ¢utlined on your land map of
vne Cabecnr. unit, 8andoval County, New Mexico, is heredby designated
85 a lcgical unit area, provided, the fcllowing lands are omitted to
rcre nearly conform tc your presentation:
T. 16 N., K. 3 W.
All lands ir secs. 5, -, ', 8, 17, and 18
o 16 ., Ro o« W
All “ands 11 secs. 1. a:xd 13

Consequently, the areu here bein, desigiated contains 20,173.88 acres,
nere «r o less.

Any unit agreement submitted for the arsa designated should provids few
the initial exploratory well to penetrate the Cambrian roeks, or % a
depth of 7,300 feet. The attached copy of the 1961 reprint of the
standard fore of unit agreement should te used, with only the follewisg
modifications: :

1. The "Pair Eployment™ sectior of the 1961 repwint sheuls
/ be replaced with the followirg nev sectiomi
n(\? ) “Nondiscrimination. In the performsnce of wesk wniew
this agreement, the operator agrees to comply with e
nondiscrimination provisions of Executive Cader 10989
(26 . R. 1977)."

2. The language required by the Btate of New Mixigo sheuld W@
added appropristely.

In the absence of any other type of land requiring spesisl yrevishens,
or of any objections not now apparent, s duly emecuted agresmant
identical with said form, modified only as cutlined sabeve, will %o
approved if submitted in approvable status vithin s veasenshle peulet

of time. However, the right is reservel to demy egypwersl of aiy

ILLEGIBLE
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executed egreenmst submitted vhich, in e qpinien,

have the full commitment of sufficient lands to afford effective
control of unit operations.

When the executed agreement is transmitted to the 011

and Gas
Supervisor for approval, include the latest status of all acreage. P
The format of the sample exhibits atteched to the 19561 repeist of 18
the standard form should be closely followed in preparatioa of {
Exhibits A and B. }
Very truly yours, . i

Acting Director
{3@?‘:‘
PRt

N |
ws .
¢

R "N AT P
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o SETH SETH, MONTGOMERY, FEDERICI % ANDREWS ~ «
A. K. MONTGOMERY ATTORNEYS AND COUNSELORS AT LAW
OQLIVER SETH
WM. FEDERIC! 30! DON GASPAR AVENUE
FRANK ANDREWS SANTA FE,NEW MEXICO S POST OFFICE BOX 828
FRED C. HANNAHS . . TELEPHONE YU 3-7315

GEORGE A.GRAHAM, JR. September 14, 1961

New Mexlico Qil Conservation Commission
Santa Fe, New Mexico

Attention: Mr. A. L. Porter, Jr.
Secretary-Director

Re: Cabezon Unit

Gentlemen:

Please consider thls letter a request by Shell 0il Company for
approval of the Cabezon Unit which is proposed by Shell to include -
the following described lands:

In Township 17 North, Range 2 West, N.M.P.M.
Wi of Sections 18, 19, 30 and 31

In Township 17 North, Range 3 West, N.M.P.M.
S1 of Section § and
All of Sections 10 through 36, inclusive

2
In TownshipaNorth, Range 4 West, N.M.P.M,
A1l of Sections 25 and 36

In Township 16 North, Range 2 West, N.M.P.M.
All of Section 6

In Township 16 North, Range 3 West, N.M.P.M.
All of Sections 1, 2, 3 and 4

and also

Such portions of the M and S Montoya Grant and the Qjo

del Espiritu Santo Grant which would be included in Sections
19, 30 and 31, Township 17 North, Range 2 West, N.M.P.M, and
in Section 6, Township 16 North, Range 2 West, N.M.P.M.

if the United States survey system were extended into the
sald grants.

;o



New Mexico Qi1 Conservation
Commission - Page 2 September 14, 1961

It is proposed that all formations be unitized, the unit area to
include federal, state and fee lands.

It is proposed that the initial test well be drilled until the top
of the Cambrian (Devonian) has been tested or a depth of 7300 feet
reached.

The unit agreement is in the usual form and copies will be submitted
to the Commission and to the Land Cormissioner.

It would be appreciated if this matter could be set down for hear-
ing.

Very truly yours,

SEELL OII, COMPANY

0S:wecl

ce: Mr. leslie Kell
Shell 0il Company
1003 West 6th Street
Ios Angeles 54, California

Mr. R. R. Robison
Division Manager

Shell 0il Company

P. 0. Box 1200
Farmington, New Mexico



SETH. MONTGOMERY. FEDERIC! & ANDREWS - -
FTTORNEYE AND COUNSELLCORS 27 LAW - . :” /’ /
P o BOX %28 - . i /

SANTA FE NEW WEXCH I

September 14, 1961

: li.e
New Mexico 01l Conservation Commission - WA

Santa Fe, New Mexlco

Attention: ¥r. A. L. Porter, Jr.
2acretary-Director

Re: Cabezon Unit
Gentlemen:

Please consider this letter a request by 3hell Cil Company for
epproval of the Cabeson Unit which is proposed by Shell to include
the following described lards:

In Township 17 North, Range 2 West, N.M.F .M,
W4 of Sections 18, 19, 3 and 31

In Township 17 Korth, Range 3 Vest, N, M,P.NM,
%or Section 9 end
All of Seetions 10 through 36, inelusive

In Township North, Range 4 West, N.M.P.M,
All of Seetions 25 and 36

In Townghip 16 North, Range 2 vest, N.M.P.M.
All of Section 6

In Township 16 North, Range 3 Weat, N.M.P.M,
All of Secticns 1, 2, Jand &

and slsc ( ‘

Sueh portions of the M and 8 Montoya Orent and the Ojo
del Espiritu Santo Grant which would be included in Sections ( )
19, 30 and 31, Township 17 NHorth, Range 2 West, N M.P.M, and -
in Section 6, Township 16 North, Range 2 West, N.M,P.M,
1f the United States survey synten were extended into the I)
said grants.

\f



New Mexioc 011 Conservation
commission - Page 2 September 14, 1961

It 1s proposed that all formations pe unitized, the unit area to
include federal, state and fee lands.

1t is proposed that the initizl test well be drilled until the top
of t.mmd Cambrian {Devonian) has been tested or a depth of 7300 feet
reached.

The unit agreeoont 18 in the ususl fom and copies will pe submitted
to the Commaisslion and to the lLand Coamlssioner.

It would be appreciated 1£ this matter could be set down for hear-

ing.
yeyy truly yours,
SHELL OIL COMPANY
Ey

08:wel

cc: Mr. lsslle Kell
Shell 01l Company
1008 West Sth Street Yo
Los Angeles 5i, galifornis i

Mr. R. R. Robison
Pivision Manager
Shell 011 Company

P. 0. BOX

Parmington, New Maxieo



SHELL OIL COMPANY . (¢

Post Office Box 1200 DAY G
Farmington, Rew Mexico e y X

September 11, 1961

Subjects Gabezon Area
Proposed Cabezon Unit

candoval County, New Mexico

Qil and Ges Conservation Commission (3)
State of Bew Mexieo

State Land Office Building

Sant& Fe’ th‘ kxico

Gentlemen:

Pursuant to the telephone conversation hetweem your Messrs,
Porter and BMutter and our Mr., Nantker, we carnestly request thet you
place our appliecation for the Cabezon Unit Area on your calendar fer
the October 4, 1961 Examiner Hearing. We enclose land maps of the pro-
posed Unit Area, which we intend to name the Cabezon Unit. The Unit
will embrace s total of 22,742,57 acres, of which 17,8/6.03 are Federal,
3,207.,72 Stete, and 1,688,382 Fee acreage.

We attach as ‘xhibit A" hereto a description of the acreage
vhich will be embraced in the Unit Area. We also attach three copies
of the srea and depth letter which we received from the United States
Geol~ ical Survey, which letter is in error as to the total acreage
vwithin the Unit, In addition, we enclosc three copies of our Application
for Approval of Designation of Unit Area.

Presently we will forward a copy of the Unit Agreeiment for your
examinetion, and will te preparec to present our geologic dats at the
October 4th hearing,

VYery truly yours,

Fo We Rantker
FWN:BG Division Land Menager
Attachnents
BEsy ~

Fry
[ )
<
2



Iract Noo

10

11

12

EXHIBIT "A"

Pro Cabezon Unit
Sandoval County, New Mexico

Description No. Acres
North e 3 VWest, N,M.P.M
Section 10: E/2 SW/4
Section 20: W/2 SM// 160,00
Section 10: W/2 Si/4
Section 20: E/2 SW/4 160,00
Section 10: SE/i
Section 20: SE/4 320.00
Section 10: N/2 320,00
Section 27: Mi/4 160,00

Section 13: S%l.
Section 24: K,

Section 25: A1l

Section 26: s%z, s/z/z., SE/L SW/4,
Section 35: N/2 N&/. 280,00

Section 12: All 640,00

Section 19: S'E/él+
Section 34: SE/4 240,00

Section 91 S8/,
Section 28: SE/4 320,00

Section 9: SW/4

Section 19: Iots i, 2, E/2 W/

Section 27: SW/.

Section 34: S/2 Wi/. 560,00

Section 19: lots 3, 4, E/2 SW/4
Section 28: SW/4

Section 34s W/2 SW/4 399,84

Township 16 North, Range 3 West, N.M.P.M
Section 3: Lots 1, 2, 3, 4, S/2 s S/2 (All)

Section 4: ILots 1, 2, 3, 4, Sf2 N2

To 17 North t, N.M.P
Section 35: WNd/4, S/2 KE 4, 532,20

Section 29: All .

Section 30: ILots 1, 2, 3, 4, E/2 W/2, E/2 (All}

Section 31: Lots 1, 2, 3, 4; ER H/Z, E/2 (A11)

Section 33: ALY 2559.68



EXHIBIT "A%

™
v

22

23

24

cthe Range 3 Yesd. H.H.P. M,

Ssetion 11t FA2. S, ¢ 2 @S

Saciion ¥3: W2 WL

13 KB/ NB/Y,
Seaticn 23: NE/4 -“,,,’4,
SW/L SH/h
Section 27: M/ fB/i, £3/i MB/L

’ra.J.-d..

2z
: '?Z' qv-\/
L B2 E/4

3t SB/L WE/4, S3/4, B2 SW/L
s KE/4 ’

Section 13: /1, NE/Z,, S22 dﬁ;/@ SW/4
2 MB/4, SE/, Wi/4

Section 26 Kvl/l, SW/4

Section 27: /4 NE/Z

CHoshores

320.C0

_OG .G

160,00

920,00

2560.00

320.00

£0.00

160,00

£00.G0

440,00

480,00



EXHIBIT "A"

(S¥]

Iract No, Description No, Acrass

Tounship 16 North, Range 3 Hest, N.M.P.M.
25 Section 1: lots 1, 2, 3, 4. S/2 N/2, S/2 (a11)  649.60

Township 17 North, Range 2 West, N.M.P.M.
26 Section 193 N/2 Si/4
Section 30: ILots 1, 2,
Section 3j: Iots 1, 2
Township 16 Forth, Range 2 West, H.M.P.M.
Section 632 ts 1, 2, 3, 4 296,54

Township 17 ¥orth. Ranze 3 Wost, ¥.M.7.H.
27 Section 11: NE/L B/L 40,00

Tounshin 16 Forth. Fence 2 West, N.H.P.M.
28 Section 6: Thse unsurveysd lands lying outside the
M & & Hontoys Grant ard in the Cjo Del
Espiritu Serta Granit:

Beginning at a point on the easgt toundary of the M & 8
Montoya Grant, from which the closing correr of Seciions
7 and 8, T, 16 H., B, 2 ¥., H.M.P.M., bears §9°-58¢ H,
3.97 chains distant; therce along the east houndary of
the ¥ & S Montoya Grant as follows: ¥ 7O-0F E 13.0 chains
distant; ¥ 87%;57 E 3.5 chains distanty N 49°-30' E
11,0 chains distant; W 25%-30° E 13.0 chaios distent;

N 65°-00% E 13.0 chains distant; N 459-15% E 12,0 chains
distant; N 609-15' E 13.30 chains distant; N 29%-30°¢ E
10,40 chains distant; thence south 69.50 chains to what
will be, when surveyed, iie corner of Sections 5, 6, 7
and 8, T. 16 H., R, 2 ¥.. N.M.P.M,; thence west 56.03
chains to point of beginring. '

196,06
Townghip 7 Norih, Bange /4 Wesi, N.M,P.M,
29 Section 25: All 640.00
T 7 Norib, Rance 3 Wesi, N.M.P.M.
30 Section 16: B/2 Mi/4 80,00
31 Township {7 North, Range 3 Wesi, H.M.P.M.
Section 16: NE/., SW/L
Sectlon 323 KE/L, SH/4
Township 17 North, Range 4 West, N.M.P.M.
Section 363 7 , 9%0.00
Townghi North, Range 3 West, N.M.P.M,
32 Section 16: W/2 M/.

Section 323 WMiI/L, SE// 560.00
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SHELL OIL COMPANY

7 Post Qffice Box 1200
' Farmington, New Mexico

Subject: Cabezon Unit Area
Sandoval County, New Mexico
Application for Designation
of Unit Area and Preliminary
Approval of Form of Unit Agreement

aractor
linxited States Geological Survey
Washington 25’ Do CO

through

Supervisor '
‘nited States Geological Survey
Foswell, New Mexico

Sentlomens

Shell 0il Company hereby requests approval of Application for
Designation of Unit Area and Freliminary Approval of Form of Unit Agreement
for the above~captioned Unit.

The proposed Unit Area comprises 25,636.65 ecres, of which 21,380.11
a:ves are Federal lands, 2,567.72 acres State of New Mexico lands and 1,688.82
acres patented fee lands. The Unit Ares is outlined on the attached land Owner-
suip Map which 8hows the acreage in the trects comprising the Unit Area. .Also
attached find a schedule listing in sequence the serial numbers of all Federal,
3tete and fee leases within the Unit Arsem,

We propose to drill a test well to a depth sufficient to penetrate
~n%s Cambrian rocks or to a depth of 7300 feet, whichever is the lesser, unless
uoitized substancese in paying quantities are found at a lesser depth.

We are also requesting preliminary approval of the form of Unit
Agroement and hereby advise you that we intend to follow the Standard Form as
provided in 30 CFR 226,12 with currently required modifications pursuant to the
3tandard Form of Unit Agreement revised June, 1957. Such form will contein only
such revisions as might be required by your office.

In Justification of the proposed Unit, we attach in triplicate a
Geological report prepared by E. G. Hoskins, District Geologist. A structure

ILLEGIBLE



Director 2
Urnited States Geological Survey
Washington 25, D. C.

through
Supervisor

United States Geological Survey
Roswell, New Mexico

xap on the base of the Pennsylvanian structure (seismic) accompanies this
report. We rejuest that the information contained in the report and shown on
the map be treated as confidential.

Your earliest consideration of this Application is respectfully
requested.

Very truly yours,
SHELL OIL CQMPANY

T

+ We Nantker
RLF :MPD Division Land Manager

Attachments

ILLEGIBLE




SCHEDULE OF UNITED STATES OIL AND GAS LEASES

SF--080520 NM-030016
SP-080520-4 NM-040606
NM--03158 NM-04,6798
NM-06878 MM=550160
NM-010884 NM=055534,
NM--010886--B NM-056477
NM=011425 NM-057454,
NM-011445 NM-061524
NM~012325 MM~061524=A
NM-018178 MM--072923
NM-021000 NM-0831244
NM-023907 MM-082403
NM-.023907-B NM-0134986
NM--023907-C ~ NM--D150116
NM-.023907-E NM-0153820
NM--023913 NM-01€1406
NM-023916 NM--0161407
NM-028170 NM-C161469
MM-A0168898
SCHEDULE OF STATE OF NEW MEXICQ LEASES
E-2291
E-9085
K-1448
E-1449
K-1496

SCHEDULE OF PATENTED FEE LEASES

Goodner (C.)

Gurule, et al

Lovato (A.)

Mon‘boya (M.&S . )
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URITED STA S
DEPARTMENT OF THI INSIINON ’ .
SEOLOMEM, SURVEY £
WASHINGTON 25, B.O.

S 31 1981

Sreli Ci. Comrpany L
Prngt (ff:i:e box 1200 Ve T m
Fernington, Jew Mexicc
Attention: Mr. J. W. Rantker
sentlemern:

Your app.ication of July 26 filed with the 01l and Gas Supervisor,

Ruswell, iew Mexicc, requested the designation of 25,636.65 acyes,

more cr .ess, Bandoval County, New Mexi:o, as logically subject to

exploration and development under the uiitization provisions of the
Mineral Leasing Act, a«s amended.

Pursuar’ 17 unit plan regulations of De:ember 22, 1930, 30 CFR 226.3,
(1961 reprint), the land requested, as >utlined on your land mep of
.ne Cabe: r. unit, 8andova. County, New ¥exicc, is hereby designated
as & ic4lzal unit area, provided, the f:llowing lands are omitted to
rcre nearly —conform tc ycur presentatioa:

I.16 N., K. 3 W.

All lands in secs. 5, -, 7, 8, .7, and 18
Dok, Roos M.
AlC "ands i: secs. 1. u:d 13X

Joism uen'ly, ‘he areu here beir, devisiated contains 20,173.86 acres,
Ore r o less.

Any unilt agreement submited for the arsa designated should provide few
the {ul-{al exploratory well %0 penetrate the Cambrian rocks, ow % a
depth of 7,30C feet. The attached copy of tie 1961 reprint of the
standard forw -f unit agreement should -e used, with only the follewiag
modifications:

i. The "Fair Eployment” sectior of the 1961 reprint shouls
be replaced witn the followingz new sectiomi

"Nondiscrimination. In the performance of wesk undey
~his agreement, the operator agrees to comply with the
nondiscrimination provisions >f Executive Order 109RS
(26 P. R. 1977)."

<« The language required by the 3tate of Nev Mixigo should W
added appropriazely.

1. the atsence of any other type of lari requiring special previstens,
sr of any ~utjections not sow apparent, : duly axscuted agresmsat
{denticai with said form, modified oni) ss outlined abewe, will be
approved if submitted in approvable status vithin s recsemsble punfed

of iime. However, the right 11 rederwid to demy sppoeval of ay

ILLEGIBLE G
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executed agreenmut sbmitted whish, in e qpinics, “ﬁ“‘@?'”
heve the full comitudit of sufficient lands to sfford effective
control of unit operations.

When the executed agreement is transmitted to the 01) end Gas
Supervisor for approval, include the lstest status of gll

acToldge .
The format of the sample exhibits atteched to the 196 reprint of

- *
the standard form should be closely followed in preparatioa of ?i
Exhibits A and B. }

'

Very truly yours,

/MAM W’ ‘
Acting Director

PEX AN

oar Py e

- -
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SHELL OIL COMPANY

Post Office Box 1200
Farmiangton, New Mexico

September 11, 1461

Subject: Cabegon Area
Proposed Cabezon Unit
Sandoval County, New M- .lco

0il and Gas Conservaiion Commission (3)
State of Mew Mexico

Steate land Office Building

Santa Fe, Few Mexico

Gentlemens

Pursuant to the telephone conversation between your Messrs.
Porter and Mutter and our Mr, Nentker, we carnestly request that you
place our application for the Cabeson Unit Area on your calendar for
the Jctober 4, 1961 Exeminer Besring. We enclose land maps of the pro-
posed Unit Area, which we intend to name the Cabezon Unit. The Unit
vill embrace a total of 22,742,57 acres, of which 17,846,03 are Federal,
3,207.72 Stete, and 1,688.32 Fee acreage,

We attach as  xhibit "i* hereto a description of the acreage
vhiech will be embraced in the Unit Area., We also attach three ocoples
of the area and depth letter which we received from the United States
Geological Survey, which letter is in error as to the total

screage
within the Unit., In addition, we enclose three coples of our Application
for Approval of Designation of Unit Area.

Presently we will forward a copy of the Unit Agreeaent for your
exanmination, and will be prepared to present ouwr geologiec data at the
Qctober 4th hearing,

Very iruly yours,

‘ 2 , f;;s'f ’
?//ﬁﬁf'?/%
FuN1BG Division Land Manager

Attachments
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EXHIBIT "A"F

Proposed Cabezon init
Sandoval Coun New Moxico

Description No, Acres

ownship 17 North e 3 West, N.M.P.M
Section 10: E/2 SW/4

Section 20: W/2 SHW/j 160,00
Section 10: W/2 SW/i

Section 20: E/2 SW/4 160,00
Section 10: SEB/Z

Section 20: SE/4 320,00
Sectioh 10: E/2 320.C0
Section 27: Wi/ $60,00
Section 13: S;:/I,

Section 24: K/2

Section 25: All
Section 26: S%I,, SE/A, SEfL SW/4,

Section 35: HN/2 NE/4 128C.00
Section 12: All 640,00
Section 19: S%A

Section 34: E/2 SE// 240,00
Section 9: SE/4

Section 28: SE/) 320,00

Section 9: SW/i

Section 19: Iots %, 2, E/2 Ni/4

Section 27: SW/J

Section 34: S/2 Mi/L 560,00

Section 19: Lots 3, 4, E/2 SW/4
Section 28: SW/j
Section 34: W/2 SW/4 399,84

Township 76 North, Renge 3 West. N.M.P.M
Section 3: Lots 1, 2, 3, 4, 5/2 N/2, 872 {All)

Township 17 North e 3 West, N.M.P
Section 35: m?z,, 832 HEE,';, S/2 1532.20

Seation 29: A1l

Section 303 Lots 1, 2, 2, 4, E/2 W/2, /2 (All)

Sectdon 313 ILots 1, 2, 3, 4, E/2 W/2, E/2 (A11)

Seoticn 33: A1l 2559.68



EXHIBIT "A"

Tract No <

13

14

19

20

21

22

23

24

Dsscription
Townghiv 16 Morth. Rance 3 West. N M.P.M,

Section 4:

s/2

T 17 Yorth. Bange 3 Yest. N.M.P, M.
Section 24: SW/,

Secition 26:

Townshic 17

Section 1

SW/s Sifs

rth. Range 2 West, N.M.P.M.

B2

Township {7 Borth. Renge 3 West, HN.M,P.M.

Section i4:
Section 20:
Section 22:
Section 28:

Section 11:
Seetion ¥3s
Sectior 151
Sectior 171
Section <3z

Saectior 13:
Section 23:

Section 27:

Section 1i:

ALl
/2
A1l
N/2

B2, Sk, /2 WL
W2 mi/,
Al

ALL
ALY

NE/4 BE/L, SB/4 Wi/

/4, KBfly YE/L Wijh, SW/4 Wi/,

SW/L SfL
Wi/4 BE/4, SB/i WB/L

W/ B/

Township 17 Horth. Range 2 West, N.M.P.M,
Secticn 18: E/2 ¥/2

Township 17 Borth. Range 2 Wost. N.M.P.M.
Section 13: SW/4 W/

Sactlon 23:
Secticn 27:

Section 19:
Section A7:
Section 34:

Section 23;
Section 26:

Section 13:
Section 23:
Section 26:
Section 27:

Wi/t Bi/Ly, Wif4 SW/,
sw{’z,m/z, /4 SN/,

NE/,

SE/J,

/2 ®/i,

SE/i RE/4iy SE/4Ls Ef2 SW/
NE/,

Ni/s NE/L, S/2 WB/L, SW/L

W/2 ME/L, SE/4 Wi/,
W/4 SUf,

S Acres

320.00

200,00

160,00

1920,00

2560.00

320.00

£0.00

160.00

160,00

400,00

440,00

480,00



i

EXHIBIT "A® 3

Iract No, Bescrintion No, Acres

Township 16 North, Range 5 West, N.M.P.M.
25 Section 1: lots 1, 2, 3. 4, S/2 §/2, 5/2 (A1) 649.60

Pownship 17 North, Range 2 West, N.M.P.M.
26 Section 19: W'Z- &’74

Section 30: Ilots 1, 2,

Section 31: Iots 1, 2 _

Township 16 North, Range 2 West, N.M.P.M

Section 63 ts 1, 2, 3. 4 296.54

Township 17 North. Range 3 West, H.M.P.HM, _
27 Section 173 NB/4 M/ 40,00

Township 16 North, Panse 2 West, H.M.P.V.
28 Section 6: The unsurvey:d larnds lying outside the
M & ¢ Hontoya Grant ard in the Ojo Del
Espiritu San%a Grant:

Beginning at a point on taic saet boundery of the M & S
Montoya Grant, frcm which the closing corner of Sections
7 and 8, 7. i6 N., B, 2 ¥,, N.M.P.M,, bears 839-58% W,
3,97 chains distant; thonoe along the east boundary of
the ¥ & S Montoya Grant as follows: ¥ 7°-0f E 13.0 chains
distant; H 879-45¢ E 3.5 -hains distent; N 49°~30! E
11,0 chains distant; N 257-30f E 3.0 chains distant;

N 65°-00° E 13.0 chains distent; N 459-15¢ E 12,0 chains
distent; N 609-15¢ B 13.3) chains distant; N 299-307 E
10,40 chains distant; thence south 61.50 chains to what
will be, when surveyed, tze corner of Sections 5, 6, 7
and 8, T. 16 N,, R, 2 W., N.M,P.M,; thence west 56,03
chains tc point of beginring.

196,06
Townehip i7 North, Range /4 West., N.M.P.H,
29 Section 25: All 640.00
7 North, Range 3 Wegi, N.M.P.M.
30 Section 16: E/2 Wi/ 80,00
31 Township 17 !%'}h‘ nge 3 West, H.M.P.M.
Section 16: by SH/L,
Section 323 ME/L, S/
i h, Range 4 West, N.M.P.M.
Section 36: NE/. SWH/4 260,00
Tow 7 Fange 3 West, N.M.P.M,
32 Section 163 W/2 Bi/4

Section 323 WM/, SE/, 560,00



EXYHIRIT "AU 4

Tract Ho. Description No. Acres
Township 17 Forth, RIaase 3 West, N.M.P.M. 7
33 Section 36%: A1L 64.0090

Tounship 16 Rorih, Range 3 West, N.M.|', :
Section 2: Icts 1, 2, '. 4, /2 N/R, syé (A1)  647.72

w
B

TCT{Z!Ship ‘t? ‘(‘)" ;_!_, 1&‘83"3 ﬂ:.-.P '*‘t

35 Section 36: 320.00
Township 17 Forth, Rangs 3 West, H.M.P.M,

36 Section Z4: SE/L 160,00

37 320.00

38 N

320,00

39

. MLP., thence
nerth alcngz th the ¥ & & Yontova
Grent 248,074 n the <
of Zection 19, Yoy E:.Bi.,P.ci-.;, thence
cast a'!c‘ns:g south iiee Saction 19 35.38+
chains tz the 8- :ence south 167,63
choingy themee s« ns; Fence satth
19.88 chains to southeasterly
boundary of the Crant; thenuze & .
200-30% ¥ 0.4 ¢ S 60P-45' W 13,3 chains;
thence S 45%-15¢ 3 thenes 5 659-0t W

13. O chaing; then:
SA’)-—-BCfE‘E'EOQ ¥
chainsy thence 3 ‘?Ome:
89958t '4.9’? ghains ;

¥ 13.0 chains; thenece
nee S 8745 W 3.5
cnaingy ¢ ence N

888,82

Tounship 17 Horin. RBengs 2 Uast., N.M.P.M,
Section 183 W72 #/2 160,00

Toynship 17 Korth, Henge 2 West, H.M.P.M.
Saction 19: Lots 3, 4 52,1




SHELL OIL COMPANY

Post Gffice Box 1200
Farmington, New Mexico

N

Subject: Cabezon Unit Area
Sandoval County, New Mexico
Application for Designation
of Unit Ares and Preliminary
Approval of Form cf Unit Agreement

= Lor
iea States Geological Survey
Y -'.'.gton 25, D. Co,

~=-ugh

Evisor
. ned States Geological Survey
cuall, New Mexico

tiemens

Shell Oil Company hereby requests approval of Application for
~ignation of Unit Area and Preliminary Approval of Form of Thit Agreement
- the above-captioned Unit.

The proposed Unit Area camprises 25,636.65 acres, of which 21,380.11

s¢ are Federal lands, 2,567.72 acres State of New Mexico lands and 1,688.82
patented fee lands. The Unit Area is outlined on the attached Land Owner-

‘g liap which shows the acreage in the tracts comprising the Unit Area. Alsc

orhed find a schedule listing in sequence the serial numbers of all Federal,
~%2 and fee leases within the Unit Area.

We propose to drill a test well to a depth sufficient to penetrats
- Zambrdian rocks or to a dspth of 7300 feet, whichever is the lesser, unless
.rxz2d substances in paying quantities are found at a2 lesser depth.

We are alsc requesting preliminary approval of the form of Unit
~sment and hereby advise you that we intend to follow the Standard Form as
c.d=2d in 30 CFR 226,12 with currently required modifications pursuant to the
irdard Form of Unit Agreement revised June, 1957. Such form will contain only
© revisions as might be recuired by your office.

In justification of the proposed Unit, we attach in triplicate a
isgical report prepared by E. G. Hoskins, District Geclogist. A structure

ILLEGIBLE




Cerhor
“.i7ed States Geological Survey
“aznington 25, De C.

ny

~rxough
cLparvisor

~1%ed States Geological Survey
Coerwasl, New Mexdco

-5 on the base of the Pennsylvanian structure (seismic) accompanies this

et

“i3tTe  We request that the information contained in the report and shown on
. map be treated as confidential.

Your earliest consideration of this Application is respectfully
~azahed.

Very truly yours,

SHELL OIL COMPANY

%/YL%%
F. W Nantker

Division Land Manager

ILLEGIBLE




SCHEDULE OF UNITED STATES OiL AND GAS LEASES

SF-080520
SF-080520-4
NM-03158
NM-06878
NM-01088/,
NM-010886--B
NM-011425
NM--011445
NM~012325
NM-018178
NM-~021000
NM-023907
NM-.023907-B

NM--023907-C ~

NM--023907-E
NM--023913
NM-023916
NM-028170

NM-030016
NM-040506
NM--046798
NM=3501.60
MM=055534
NM=056477
RM-~057454
NM-061524
NM=061524-A
NM-072925
NM=081244
NM-082403
NM-=0134986
NM-0150116
NM-0153820
NM-01€1.406
NM-0161407
NM~C161469
NM-A0168898

SCHEDULE QF STATE OF NEW MEXTCO LEASES

E-2291
E-9085
K-1448
K-1449
K-1496

SCHEDULE OF PATENTED FEE LEASES

Goodner (C.)

Gurule, et al

Lovato (A.)

Montoya (M.&S.)



Shell 0il1 Company
Post Office Box 1200

Farmington, New Mexicc

Attention: Mr. 7. ¥W. Jantker
Gentlemen:

Your application of July 26 filed with the O1il and Gas Supervisor,

Roswell, New Mexico, requested the designatiom of 25,636.65 acyes,

more cr less, Bandoval County, New Mexico, as logically subject to

exploration and development under the unitization provisions of the
Mineral Leasing Act, as amended.

Pursuan: to unit plan regulations of December 22, 1950, 30 CFR 296.3,
(1961 reprint), the land requested, as outlined on your land msp of
+he Cabeuor. unit, 8andoval County, New Mexico, is heredy designated
a8 a 10gical unit area, provided, the fcllowing lands are omitted to
rore nearly conform tc your presentation:
T. 16 N., K. 3 W.
All lands in secs. 5, -, 7, 8, .7, and 18
T. 16 L., Ro & W,
All Yands {n secs. 1l wd 13

Congequently, the areu here belr. designated contains 20,173.& acres,
wre «r lesc,

)
Any unit agreement submitted for the arees designated should provids few
the inizial exploratory well to penetrate the Cambrian rocks, 0@ %@ a
depth of 7,30C feet. The attached copy of the 1961 reprint of the
standard form of unit agreement should bte used, with only the follewisg
modifications: ‘
1. The "Pair Eplcoyment™ secticn of the 1961 reprint shouls
be replaced with the followiag new sectiomi
”p*?* “Nondiscrimination. In the performance of wesk wniey ,
\Sﬁ‘«“ “his agreement, the operator agrees 1o camply with the e
\;ﬁ nondiscrimination provisions of Executive Omder 1092S h
A% (26 ». R. 1977)." '
Aav
¥ . The language required by the State of New Mixigo should e Ty

added appropriately.

In the absence of any other type of laxd requiring spesial previstens,
or of any objections not now apperent, a duly exscuied egresmant
identical with said form, modified onlr ss outlined abewe, will e
approved if submitted in approvable stitus vithin s poulnd

of time. However, the right 1is reservid to demy cggoovul of ang .-

4

L3

ILLEGIBLE

.-



— . . MRS T T 54 %o W !aa

executed agreeamt subitted whish, i3 euv qpinicsm, does aod '

heve the full commitadnt of sufficient lands to
control of unit operations.

When the executed agreement ig transmicted to the 011 and Gas
of all -

Supervisor for agproval, include the latest status acroage .

The format of the sample exhibits attached to the 1961 repeist of

the standard form should be closely followed in preparatioa of
Exhibits A and B.

Very truly yours, .
/MM ﬂ%’

Acting Director

HEST AVAILABLE 67

ILLEGIBLE

“
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SHELL OIL COMPANY

SHELL BUILDING
/ 1008 WEST SIXTH STREET
/4 LOS ANGELES 54, CALIFORNIA

TELEPHONE HUNTLEY 2-3131

A

September 20, 1961

New Mexico 0il and Gas
Conservation Commission

State of New lexico . e
State land Office Building v?:(LV’
Santa Fe, New Mexico g

Attention: ir. Nutter

Gentlemen:

our information is a copy of the pro-
i This Agreement is sent to you as

stated in the letter dated September 11, 1961 from our

Mr. F, W, Mantker in our Faraington offlce.

Vours very truly,

7 /0 LA
(L oy ke

/
For .l. W. Sheppard, Jr.
HAT:isu Hanager, Land Departuent

Attachment



I eESEET T oE -

J. Q. SETH

A. K. MONTGOMERY
OLIVER SETH

WM. FEDERICI
FRANK ANDREWS

FRED C. HANNAHS

GEORGE A. GRAHAM, JR. ' September 21, 1961 : ' h

9 e =D 7
(et 10]
SETH, MONTGOMERY, FEDERICI & ANDREWS

ATTORNEYS AND COUNSELORS AT LAW
301 DON GASPAR AVENUE

SANTA FE, NEW MEXICO _ POST OFFICE BOX 828
~ TELEPHONE YU 3-7315

New Mexico 01l Conservatlion Commission
State Land Office Building
Santa Fe, New Mexlco

Attention: Mr. A. L. Porter, Jr.
Secretary-Director

Re: Cabezon Unit
Shell 0il Company
Sandoval County

Gentlemen:

Shell 011 Company has flled application for approval of
Cabezon Unit Agreement. The matter is set down for
hearing on October 4, 1961,

We have enclosed with this letter a copy of the proposed
Unit Agreement.

Very truly yours,

e Sere 4

0S:wcl
enclosure



SETH. MONTGOMERY. FEDERIC! & ANDREWS
ATTORNEYS AND COUNSELLORE AT LAW
P. O BOX 828
SANTA FE. NEW MEXICC

September 21, 1961

New Mexico 0il Conservation Cosmission
State land Office Bullding
Santa Fe, New Mexico

Attention: Mr. A. L. Porter, Jr.
Secretary«Director

Re: Cabezon Unit
Shell 0il Company
Sandoval County
Gentlemen:
Shell 0il Company has filed application for approval of
Cabezon Unit Agreement. The matter is set down for
hearing on October 4, 1961.

We have enclosed with this letter a copy of the proposed
Unit Agreement.

Very truly yours,

D Bosun A,

08:wcl
enclosure
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CONTINENTAL OIL COMPANY

P, C. Box 1121
Durango, Colorado
August 30, 1961

Shell 011 C
P, C. Box 1200
Farmington, New Mexico

Attention of Mr, F. W. Nantker

Gentlemen: Re: Proposed Cabezon Unit

= ()

Sandoval County, New Mexico

We have your letter of Auguat 29, 1961, along with
It anpears
that the only Contlnental lease to be embraced by this unit

is New Mexico-021000 (our Option 5360), This option also
covers the S/2 of Section 1 which lies outside the unit,
of course will be segregated upon final aoproval of the unit,

the map showing the outline of the captioned unit,

and

Providing everything in the Unit Agreement and

‘ .

unit.

g

v, ‘\ NV

UnAt Oversting Agreement is standard, Continental h&s-no
jectiops, at the Division level here, to join+ng the pro-

A\ N We were somewhat surprised that you intended to
secure final approval before obtaining our joinder to the unit,

Y It is our feeling that perhaps you meant that you would secure

& )y our Joinder after receiving preliminary approval from Washington,

' At any rate, at such time as you forward the Working Interest
/0vner pages, we would appreciate receiving at least three coples
L' each of the Unit Agreement and Unit Operating Agreement,

‘ Please direct any further correspondence concerning
¢ this unit to Mr, William S, Schicktanz at this address.aprnvaran Layp

Very truly yours,

4
/

Lend Séction
GFM=-LRH Durengo Division
carbon copy to:
Mr, Paul Catterson
Denver, Colorado

ILLEGIBLE
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THE BRImisir- AMERIGAN: O PRODIY:

&

o el ¥ Wt L. e i
TeNLEe TL BAL N G

DENVER 1, COLORADO

EXPLORATION DEPARTMENT OC * Ob er Q , l Qc‘ ADDRESS ALL CORRESPONDENCE

POSY OFFICE BOX 180

Shell Oil Company
Po Os Box 1200
Farminaton, New Merlco

ATTN: Mr, fred Nantker
Otvisin Lana Manaauver

P:: Cacezon Untt
SaND OVAL CUNTY, NEX MEXICO

Gentleren:

This will confirm our teleohone advisement of September 29,
1961, wherein we advised you that British-American will
make the requested Acrcage Contribution to you in support
of your proposed Cambrian test, estimated total depth of
7300 feet, to be located in the NE NE of Secctlon 26-17N-3V,

Also, this Is to advise that we will commit aur ioteccst
to and jolin your proposcd Catezon Unit, Accordinaly, we
ask that when the unit and ooer ating units have been pre=
pared you forward sufficlient copies to this office ‘or our
further hardling.

Yours very truly,

THE ERITISH=AMERICAN tL PRZD ' NG

TN AN Y
('AR".!?—"‘T”N LAND
roes vy

AR

M. A, Chur€h

TO

District Landman P7~ ‘“WT}

MAC/1t b

ILLEGIBLE L
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Yau
Lo xAr G 20 -
FRANK O. ELLIOTT

®ox 703
[} ROSBWELL, NEW MEXICO
FHONE MAIN 2-8840 September 6, 1951

REs, MAIN 2-8363

Shell 011 Company
Box 120C
Farmington, New Mex!ico

Astentio:: F. W, Hdantker

Y%e: Froposed .atezorn .nit

rey

vear Frez:

With relerence tc your letter of August 29, 1961 adiressec
to =lizateth Ann Ellio*t, nlease e alvised that sunp_ect to
our aprroval cf the pertirnent data placed in ~arious blanxs
of the Torms as cutlined In vour letter, we cive our pre-
liminar:s approval towards oining the atove referenced Unit,
SRS

Ver; truly yours,

EOE e




DELHI-TAYLOR OIL CORPORATION

FIDELITY UNION TOWER
DALLAS 1. TEXAS

September 29, 1961

Shell 0il Company
P. 0. Box 1200
Farmington, New Mexico

Re: Proupused Cabezor Unit
Sander 4t County, New Mexico

Gent lemen:

Reference is made to vour letter of August 29, 196!, requesting
our preliminary approval toward ‘oining the subject unit. This
letter will serve to convey Delhi-Tavlor's p:e.iminary gpproval,
subject, of course, to our accépfaﬁ%é of the nécessary agreements
pertinent thereto.

Sincerely yours,
DZILHI-TAYLOR OIL CORPORATILON

o L l/’a,-‘v:;f?'f ]

Frank S. Wrigh?
Land Department

FSW: kkv

ILLEGIBLE "
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BEFORE EXAMINER NUTTER

OlL_Cox
LCONSBRVATION COMMISSION
27244 EXHIBIT NO.
CASE NO.___ 22 47
FOR THE DEVELOPMENT AND OPERATION OF -

UNIT AGREEMENT

THE CABEZON UNIT AREA

COUNTY OF SANDOVAL

STATE OF NEW MEXICO

No.

THIS AGREEMENT, entered into as of the 1st day of September

]

1961, by and between the parties subscribing, ratifying, or consenting hereto,
and herein referred to as the "parties hereto",

WITNESSETH: WHEREAS, the parties hereto are the owners of working,
royalty, or other oil and gas interests in the unit area subject to this
agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437,
as amended, 30 U.S.C, Secs. 181 et seq., authorizes Federal lessees and their
representatives to unite with each other, or jointly or separately with others,
in collectively adopting and operating a cooperative or unit plan of develop-
ment or operation of any oil or gas pool, field, or like area, or any part
thereof, for the purpose of more properly conserving the natural resources
thereof whenever determined and certified by the Secretary of the Interior to be
necessary or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Chap. 88, Laws 1943, as amended, Laws
1961 ch 176 #1) to consent to or approve this agreement on beﬁalf of the State
of New Mexico, insofar as it covers and includes lands and mineral interests of
the State of New Mexico; and

WHEREAS, the 0il Conservation Commission of the State of New Mexico is
authorized by law (Chap. 72, Laws of 1935, as amended by Chap. 193, Laws of 1937,
Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) to approve this agreement
and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Cabezon

Unit Area covering the land hereinafter described to give reasonably effective
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control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainﬁble through develop-
ment and operation of the area subject to this agreement under the terms, con-
ditions, and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their respective
interests in the below-defined unit area, and agree severally among themselves
as follows:

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

25, 1920, as amended, supra, and all valid pertinent regulations, including
operating and unit plan regulations, heretofore issued thereunder or valid perti-
nent and reasonable regulations hereafter issued thereunder are accepted and made
a part of this agreement as to Federal lands, provided such regulations are not
inconsistent with the terms of this agreement; and as to non-Federal lands, the
0il and gas operating regulations in effect as of the effective date hereof
governing drilling and producing operations, not inconsistent with the terms
hereof or the laws of the State in which the non-Federal land is located, are
hereby accepted and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached hereto marked
exhibit "A" is hereby designated and recognized as constituting the unit area,
containing 22,742.57 acres, more or less.

Exhibit "A" shows, in addition to the boundary of the unit area, the
boundaries and identity of tracts and leases in said area to the extent known to
the Unit Operator. Exhibit 'B'" attached hereto is a schedule showing to the
extent known to the Unit Operator the acreage, percentage, and kind of ownership
of oil and gas interests in all land in the unit area. However, nothing herein
or in said schedule or map shall be construed as a representation by any party
hereto as to the ownership of any interest other than such interest or interests
as are shown in said map or schedule as owned by such party. Exhibits "A" and
"B" shall be revised by the Unit Operator whenever-changes in the unit area rend-

er such revision necessary, or when requested by the 0il and Gas supervisor,
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hereinafter referred to as "Supervisor', or the Commissiocner of Public Lands,
hereinafter referred to as "State Land Commissioner'', and not less than seven
copies of the revised exhibits shall be filed with the Supervisor, and at least
one copy shall be filed with the State Land Commissioner and one copy with the
New Mexico Oil Conservation Commission, hereinafter referred to as ""Commission".

The above-described unit area shall when practicable be expanded to
include therein any additional tract or tracts regarded as reasonably necessary
or advisable for the purposes of this agreement, or shall be contracted to
exclude lands not within any participating area whenever such expansion or con-
traction is necessary or advisable to conform with the purposes of this agree-
ment. Such expansion or contraction shall be affected in the following manner:

(a) Unit Operator, on its own motion or on demand of the Director of
the Geological Survey, hereinafter referred to as '"Director", or on demand of the
State Land Commissioner after preliminary concurrence by the Director shall pre-
pare a notice of proposed expansion or contraction describing the contemplated
changes in the boundaries of the unit area, the reasons therefor, and the pro-
posed effective date thereof preferably the first day of a month subsequent to
the date of notice.

(b) Said notice shall be delivered to the Supervisor and the Commis-
sioner, and copies thereof mailed to the last known address of each working
interest owner, lessee, and lessor whose interests are affected, advising that
30 days will be allowed for submission to the Unit Operator of any objections,

(c) Upon expiration of the 30-day period provided in the preceding
item (b) hereof, Unit Operator shall file with the Supervisor and State Land
Commissioner evidence of mailing of the notice of expansion or contraction and
a copy of any objections thereto which have been filed with the Unit Operator
together with an application in sufficient numbers for approval of such expan-
sion or contraction, and with appropriate joinders.

(d) After due consideration of all pertinent information, the expan-
sion or contraction shall, upon approval by the Director and State Land Commis-
sioner, become effective as of the date prescribed in the notice thereof.

(e) All legal subdivisions of unitized lands (i.e., 40 acres by
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Government survey or its nearest lot or tract equivalent in instances of
irregular surveys; however, unusually large lots or tracts shall be considered
in multiples of 40 acres, or the nearest aliquot equivalent thereof, for the
purpose of elimination under this subsection) no parts of which are entitled to
be in a participating area within 5 years after the first day of the month fol-
lowing the effective date of the first initial participating area established
under this unit agreement, shall be eliminated automatically from this agreement,
effective as of the first day thereafter, and such lands shall no longer be a
part of the unit area and shall no longer be subject to this agreement, unless
at the expiration of said 5-year period diligent drilling operations are in
progress on unitized lands not entitled to participation, in which event all
such lands shall remain subject hereto for so long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing between the
completion of one such well and the commencement of the next such well, except
that the time allowed between such wells shall not expire earlier than 30 days
after the expiration of any period of time during which drilling operations are
prevented by a matter beyond the reasonable control of Unit Operator as set
forth in the section hereof entitled ""Unavoidable Delay''; provided that all
legal subdivisions of lands not in a participating area and not entitled to be-
come participating under the applicable provisions of this agreement within 10
years after said first day of the month following the effective date of said
first initial participating area shall be eliminated as above specified. Deter-
mination of creditable '"Unavoidable Delay' time shall be made by Unit Operator
and subject to approval of the Director. The Unit Operator shall, within 90
days after the effective date of any elimination hereunder, describe the area
so eliminated to the satisfaction of the Director and promptly notify all
parties in interest.

If conditions warrant extension of the 10-year period specified in
this subsection 2(e), a single extension of not to exceed 2 years may be
accomplished by consent of the owners of 907 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-
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acreage basis, respectively, with approval of the Director, provided such exten-
sion application is submitted to 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 thertofore eliminated pursuant to this subsection 2(e) shall not be con-
sidered automatic commitment or recommitment of such lands.

3., UNITIZED LAND AND UNITIZED SUBSTANCES. All lands committed to

this agreement shall constitute land referred to herein as "unitized land" or
"land subject to this agreement'". All oil and gas in any and all formations of
the unitized land are unitized under the terms of this agreement and herein are
called "unitized substances'.

4, UNIT OPERATOR. SHELL OIL COMPANY, a Delaware corporation, is

hereby designated as Unit Operator and by signature hereto as Unit Operator
agrees and consents to accept the duties and obligations of Unit Operator for
the discovery, development, and production of unitized substances as herein
provided., Whenever reference is made herein to the Unit Operator, such refer-
ence means the Unit Operator acting in that capacity and not as an owner of
interest in unitized substances, and the term "working interest bwner" when
used herein shall include or refer to Unit Operator as the owner of a working
interest when such an interest is owned by it,

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

the right to resign at any time prior to the establishment of a participating
area or areas hereunder, but such resignation shall not become effective so as
to release Unit Operator from the duties and obligations of Unit Operator and
terminate Unit Operator's rights as such for a period of 6 months after notice
of intention to resign has been served by Unit Operator on all working interest
owners and the Director and State Land Commissioner, and until all wells then
drilled hereunder are placed in a satisfactory condition for suspension or
abandonment whichever is required by the Supervisor as to Federal lands and the
Commission as to State and privately-owned lands, unless a new Unit Operator
shall have been selected and approved and shall have taken over and assumed the

duties and obligations of Unit Operator prior to the expiration of said period.
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Unit Operator shall have the right to resign in like manner and sub-
ject to like limitations as above provided at any time a participating area
established hereunder is in existence, but at any time, for any reason whatso-
ever, there is no Unit Operator until 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 resignation or removal becomes effective appoint a common
agent to represent them in any action to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator from
any liability for any default by it hereunder occurring prior to the effective
date of its resignation,

The Unit Operator may, upon default or failure in the performance of
its duties or obligations hereunder, be subject to removal by the same percent-
age vote of the ownefs of working interests determined in like manner as herein
provided for the selection of a new Unit Operator. Such removal shall be
effective upon notice thereof to the Director and State Land Commissioner.

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title, 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
all equipment, materials, and appurtenances used in conducting the unit opera-
tions and owned by the working interest owners to the new duly qualified suc-
cessor Unit Operator or to the owners thereof if no such new Unit Operator is
elected, to be used for the purpose of conducting unit operations hereunder.
Nothing herein shall be construed as authorizing removal of any material,
equipment and appurtenances needed for the preservation of any wells.

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

his or its resignation as Unit Operator or shall be removed as hereinabove
provided, or a change of Unit Operator is negotiated by working interest owners,
the owners of the working interests in the participating area or areas accord-
ing to their respective acreage interests in such participating area or areas,

or, until a participating area shall have been established, the owners of the

-6 -




© 0 2 O O b N DD -

R R I R T T T O Y T S R S R T I R I TR
D2 3 38 ® 3 a0 s N H O © ® 2O O N M O

working interests according to their respective acreage interests in all uni-
tized land, shall by majority vote select a successor Unit Operator; provided,
that, if a majority but less than 75 per cent of the working interests qualified
to vote are owned by one party to this agreement, a concurring vote of one or
more additional working interest owners shall be required to select a new
operator. Such selection shall not become effective until (a) a Unit Operator
so selected shall accept in writing the duties and responsibilities of Unit
Operator, and (b) the selection shall have been approved by the Director and
State Commissioner. If no successor Unit Operator is selected and qualified as
herein provided, the Director and State Land Commissioner at their election may
declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit

Operator is not the sole owner of working interests, costs and expenses incurred
by Unit Operator in conducting unit operations hereunder shall be paid and
apportioned among and borne by the owners of working interests, all in accord-
ance with the agreement or agreements entered into by and between the Unit
Operator and the owners of working interests, whether one or more, separately or
collectively. Any agreement or agreements entered into between the working
interest owners and the Unit Operator as provided in this section, whether one
or more, are herein referred to as the "unit operating agreement'. Such unit
operating agreement shall also provide the manner in which the working interest
owners shall be entitled to receive their respective proportionate and allocated
share of the benefits accruing hereto in conformity with their underlying oper-
ating agreements, leases, or other independent contracts, and such other rights
and obligations as between Unit Operator and the working interest owners as may
be agreed upon by Unit Operator and the working interest owners; however, no
such unit operating agreement shall be deemed either to modify any of the terms
and conditions of this unit agreement or to relieve the Unit Operator of any
right or obligation established under this unit agreement, and in case of any
inconsistency or conflict between the unit agreement and the unit operating
agreement, this unit agreement shall prevail. Three true copies of any unit

operating agreement executed pursuant to this section should be filed with the
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Supervisor, and one true copy with the State Land Commissioner, prior to
approval of this agreement.

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

specifically provided herein, the exclusive right, privilege, and duty of exer-
cising any and all rights of the parties hereto which are necessary or conven-
ient for prospecting for, producing, storing, allocating, and distributing the
unitized substances are hereby delegated to and shall be exercised by the Unit
Operator as herein provided. Acceptable evidence of title to said rights shall
be deposited with said Unit Operator and, together with this agreement, shall
constitute and define the rights, privileges, and obligations of Unit Operator.
Nothing herein, however, shall be construed to transfer title to any land or to
any lease or operating agreement, it being understood that under this agreement
the Unit Operator, in its capacity as Unit Operator, shall exercise the rights
of possession and use vested in the parties hereto only for the purposes herein
specified.

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

hereof, the Unit Operator shall begin to drill an adequate test well at a
and the State Land Commissioner

location approved by the Supervison( unless on such effective date a well is
being drilled conformably with the terms hereof, and thereafter continue such
drilling diligently until the top of the Cambrian FDEXREXKEN formation has been
tested or until at a lesser depth unitized substances shall be discovered which
can be produced in paying quantities (to wit: quantities sufficient to repay
the costs of drilling, and producing operations, with a reasonable profit) or
the Unit Operator shall at any time establish to the satisfaction of the satis-

and the State Land Commissioner
faction of the Supervisor/%hat further drilling of said well would be unwar-
ranted or impracticable, provided, however, that Unit Operator shall not in any
event be required to drill said well to a depth in excess of 7,300 feet. Until
the discovery of a deposit of unitized substances capable of being produced in
paying quantities, the Unit Operator shall continue drilling diligently one
well at a time, allowing not more than 6 months between the completion of one

well and the beginning of the next well, until a well capable of producing

unitized substances in paying quantities is completed to the satisfaction of
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and the State Land Commissioner
said Supervisor,/or until it is reasonably proved that the unitized land is

incapable of producing unitized substances in paying quantities in the forma-
tions drilled hereunder. Nothing in this section shall be deemed to limit the
right of the Unit Operator to resign as provided in section 5 hereof, or as
requiring Unit Operator to commence or continue any drilling during the period
pending such resignation becoming effective in order to comply with the require-
and the State Land Commissioner

ments of this section. The Director/hay modify the drilling requirements of
this section by granting reasonable extensions of time when, in his opinion,
such action is warranted.

Upon failure to comply with the drilling provisions of this section,
the Director may, after reasonable notice to the Unit Operator, and each working
interest owner, lessee, and lessor at their last known addresses, declare this

unit agreement terminated.

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

completion of a well capable of producing unitized substances in paying quanti-
and the State Land Commissioner

ties, the Unit Operator shall submit for the approval of the Supervisor/an

acceptable plan of development and operation for the unitized land which, when

and the State Land Commissioner

approved by the Supervisor/ shall constitute the further drilling and operating

obligations of the Unit Operator under this agreement for the period specified

therein, Thereafter, from time to time before the expiration of any existing

and the State Land Commissioner

plan, the Unit Operator shall submit for the approval of the Supervisor/a plan

for an additional specified period for the development and operation of the

unitized land. Any plan submitted pursuant to this section shall provide for

the exploration of the unitized area and for the diligent drilling necessary

for determination of the area or areas thereof capable of producing unitized

substances in paying quantities in each and every productive formation and shall

and the State Land Commissioner

be as complete and adequate as the Supervisor/may determine to be necessary for

timely development and proper conservation of the oil and gas resources of the

unitized area and shall (a) specify the number and locations of any wells to be

drilled and the proposed order and time for such drilling; and (b) to the extent

practicable specify the operating practices regarded as necessary and advisable

for proper conservation of natural resources. Separate plans may be submitted
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and the State Land Commissioner.
for separate productive zones, subject to the approval of the Supervisor,/ Plans

shall be modified or supplemented when necessary to meet changed conditions or
to protect the interest of all parties to this agreement. Reasonable diligence
shall be exercised in complying with the obligations of the approved plan of
and the State Land Commissioner are
development. The Supervisor/XX authorized to grant a reasonable extension of
the 6-month period herein prescribed for submission of an initial plan of devel-
opment where such action is justified because of unusual conditions or circum-
stances. After completion hereunder of a well capable of producing any unitized
substance in paying quantities, no further wells, except such as may be necessary
to afford protection against operations not under this agreement or such as may
and the State Land Commissioner
be specifically approved by the Supervisor/ shall be drilled except in accord-

ance with a plan of development approved as herein provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well cap-

able of producing unitized substances in paying quantities or as soon thereafter
as required by the Supervisor or the State Land Commissioner, the Unit Operator
shall submit for approval by the Director, the State Land Commissioner, and the
Commission a schedule, based on subdivisions of the public land survey or ali-
quot parts thereof, of all unitized land then regarded as reasonably proved to
be productive of unitized substances in paying quantities; all lands in said
schedule on approval of the Supervisor, the State Land Commissioner, and the
Commission to constitute a participating area, effective as of the date of
completion of such well or the effective date of this unit agreement, which-
ever is later. The acreages of both Federal and non-Federal lands shall be
based upon appropriate computations from the courses and distances shown on the
last approved public-land survey as of the effective date of the initial partic-
ipating area. Said schedule also shall set forth the percentage of unitized
substances to be allocated as herein provided to each unitized tract in the
patticipating area so established, and shall govern the allocation of production
from and after the date the participating area becomes effective. A separate
participating area shall be established in like manner for each separate pool or
deposit of unitized substances or for any group thereof produced as a single

pool or zone, and any two or more participating areas so established may be
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combined into one with the consent of the owners of all working interests in

the lands within the participating areas so to be combined, on approval of the
Director, the State Land Commissioner, and the Commission. The participating
area or areas so established and approved shall be revised from time to time,
subject to like approval, whenever such action appears proper as a result of
further drilling operations or otherwise, to include additional land then re-
garded as reasonably proved to be productive in paying quantities, or to exclude
land then regarded as reasonably proved not to be productive, and the percentage
of allocation shall also be revised accordingly. The effective date of any re-
vision shall be the first of the month in which is obtained the knowledge or
information on which such revision is predicated, provided, however, that a
more appropriate effective date may be used if justified by the Unit Operator
and approved by the Director. No land shall be excluded from a participating
area on account of depletion of the unitized substances.

It is the intent of this section that a participating area shall
represent the area known or reasonably estimated to be productive in 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 partici-
pating area.

In the absence of agreement at any time between the Unit Operator and
the Director, the State Land Commissioner, and the Commission as to the proper
definition or redefinition of a participating area, or until a participating
area has, or areas have, been established as provided herein, the portion of all
payments affected thereby may be impounded in 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 Land Commissioner for State lands, and the amount thereof
deposited, as directed by the Supervisor and the State Land Commissioner, re-
spectively, to be held as unearned money until a barticipating area is finally
approved and then applied as earned or returned in accordance with a determin-

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

Whenever it is determined, subject to the approval of the Supervisor
as to wells on Federal land, and of the State Land Commissioner as to wells
drilled on State land, that a well drilled under this agreement is not capable
of production in paying quantities and inclusion of the land on which it is
situated in a participating area is unwarranted, production from such well shall,
for the purposes of settlement among all parties other than working interest
owners, be allocated to the land on which the well is located so long as such
land is not within a participating area established for the pool or deposit from
which such production is obtained. Settlement for working interest benefits
from such a well shall be made as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from

each participating area established under this agreement, except any part there-
of used in conformity with good operating practices within the unitized area for
drilling, operating, camp and other production or development purposes, for re-
pressuring or recycling in accordance with a plan of development approved by the
Supervisor, the State Land Commissioner, and the Commission, or unavoidably lost,
shall be deemed to be produced equally on an acreage basis from the several
tracts of unitized land of the participating area established for such pro-
duction and, for the purpose of determining any benefits accruing under this
agreement, each such tract of unitized land shall have allocated to it such
percentage of said production as the number of acres of such tract included in
said participating area bears to the total acres of unitized land in said par-
ticipating 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 in the unit operating agreement whether in conformity with
the basis of allocation herein set forth or otherwise. It is hereby agreed that
production of unitized substances from a participating area shall be allocated
as provided herein regardless of whether any wells are drilled on any particular
paft of tract of said participating area. If any gas produced from one partici-

pating area is used for repressuring or recycling purposes in another partici-
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pating area, the first gas withdrawn from such last-mentioned participating area
for sale during the life of this agreement shall be considered to be the gas so
transferred until an amount equal to that transferred shall be so produced for
sale and such gas shall be allocated to the participating area from which
initially produced as constituted at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NONPARTICIPATING LAND OR FORMATIONS.

Any party hereto owning or controlling the working interests in any unitized
land having thereon a regular well location may with the approval of the Super-
visor as to Federal land, and the State Land Commissioner as to State land, and
the Commission as to privately-owned land, if any, at such party's sole risk,
cost, and expense drill a well to test any formation for which a participating
area has not been established or to test any formation for which a participating
area has been established if such location is not within said participating area,
unless within 90 days of receipt of notice from said party of his intention to
drill the well the Unit Operator elects and commences to drill such well in like
manner as other wells are drilled by the Unit Operator under this agreement.

If any well drilled as aforesaid by a working interest owner results
in production such that the land upon which it is situated may properly be
included in a participating area, such participating area shall be established
or enlarged as provided in this agreement and the well shall thereafter be
operated by Unit Operator in accordance with the terms of this agreement and
the unit operating agreement.

If any well drilled as aforesaid by a working intevest owner obtains
production in quantities insufficient to justify the inclusion in a partici-
pating area of the land upon which such well is situated, such well may be
operated and produced by the party drilling the same subject to the conservation
requirements of this agreement. The royalties in amount or value of production
from any such well shall be paid as specified in the underlying lease and
agreements affected.

14. ROYALTY SETTLEMENT. The United States and the State of New

Mexico and all royalty owners who, under existing contract, are entitled to take

in kind a share of the substances now unitized hereunder produced from any tract,
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shall hereafter be entitled to the right to take in kind their share of the
unitized substances allocated to such tract, and Unit Operator, or in case of the
operation of a well by a working interest owner as herein in special cases pro-
vided for, such working interest owner, shall make deliveries of such royalty
share taken in kind in conformity with the applicable contracts, laws, and
regulations. Settlement for royalty interest not taken in kind shall be made by
working interest owners responsible therefore under existing contracts, laws,
and regulations, on or before the last day of each month for unitized substances
produced during the preceding calendar month; provided, however, that nothing
herein contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any royalties due under their
leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area hereunder, for use in repressuring, stimulation of
production, or increasing ultimate recovery, which shall be in conformity with
a plan first approved by the Supervisor, the State Land Commissioner, and the
Commission, a like amount of gas, after settlement aé herein provided for any
gas transferred from any other participating area and with due allowance for
loss or depletion from any cause, may be withdrawn from the formation into which
the gas was introduced, royalty free as to dry gas, but not as to the products
extracted therefrom; provided that such withdrawal shall be at such time as may
be provided in the plan of operations or as may otherwise be consented to by the
Supervisor, the State Land Commissioner, and the Commission as conforming to
good petroleum engineering practice; and provided further, that such right of
withdrawal shall terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as provided in the
operating regulations and paid in value or delivered in kind as to all unitized
substances on the basis of the amounts thereof allocated to unitized Federal
land as provided herein at the rates specified in the respective Federal leases,
or at such lower rate or rates as may be authorized by law or regulation; pro-
vided, that for leases on which the royalty rate depends on the daily average

production per well, said average production shall be determined in accordance
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with the operating regulations as though each participating area were a single
consolidated lease.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases

committed hereto shall be paid by working interest owners responsible therefor
under existing contracts, laws, and regulations provided that nothing herein
contained shall operate to relieve the lessees of any land from their respective
lease obligations for the payment of any rental or minimum royalty in lieu thered
of due under their leases. Rental or minimum royalty for lands of the United
States subject to this agreement shall be paid at the rate specified in the
respective leases from the United States unless such rental or minimum royalty
is waived, suspended, or reduced by law or by approval of the Secretary or his
duly authorized representative.

With respect to any lease on non-Federal land containing provisions
which would terminate such lease unless drilling operations were within the time
therein specified commenced upon the land covered thereby or rentals paid for the
privilege of deferring such drilling 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 until the required drilling operations are commenced upon the land covered
therebi or some portlon of such land is included within a artic1pat1ng area.

enta tate New M an sub ect is Agreement shal
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substances shall be conducted to provide for the most economical and efficient
recovery of said substances without waste, as defined by or pursuant to State
or Federal law or regulation.

17. DRAINAGE. The Unit Operator shall take 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 Land Commissioner pursuant to applicable regulations pay a fair and
reasonable compensatory royalty as determined by the Supervisor for Federal

lands, or as approved by the State Land Commissioner for State land.

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

ditions, and provisions of all leases, subleases, and other contracts relating
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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 provisions hereof, but other-
wise to remain in full force and effect; and the parties hereto hereby consent
that the Secretary as to Federal leases and the State Land Commissioner as to
State leases, shall and by their approval hereof, or by the approval hereof by
their duly authorized representatives, do hereby establish, alter, change or
revoke ;he drilling, producing, rental, minimum royalty, and royalty require-
ments of Federal leases and State leases committed hereto and the regulations
in respect thereto to conform said requirements to the provisions of this agree-
ment, and, without limiting the generality of the foregoing, all leases, sub-
leases, and contracts are particularly modified in accordance with the following]
(a) The development and operation of lands subject to this agree-
ment under the terms hereof shall be deemed full performance of all
obligations for development and operation with respect to each and
every part or separately owned tract subject to this agreement, re-
gardless of wnether there is any development of any particular part
or tract of the unit area, notwithstanding anything to the contrary
in any lease, operating agreement or other contract by and between
the parties hereto, or their respective predecessors in interest,
or any of them.
(b) Drilling and producing operations performed hereunder upon
any tract of unitized lands will be accepted and deemed to be per-
formed upon and for the benefit of each and every tract of unitized
land, and no lease shall be deemed to expire by reason of failure to
drill or produce wells situated on the land therein embraced.
(c) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the Secretary and
the State Land Commissioner or their duly authorized representatives
shall be deemed to constitute such suspension pursuant to such direc-
tion or consent as to each and every tract of unitized land.

(d) Each lease, sublease or contract relating to the explor-
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ation, drilling, development or operation for oil or gas of lands
other than those of the United States committed to this agreement,
which, by its terms might expire prior to the termination of this
agreement, is hereby extended beyond any such term so provided
therein so that it shall be continued in full force and effect for
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 is made sub-
ject to this agreement shall continue in force beyond the term
provided therein until the termination hereof. Any other Federal
lease committed hereto shall continue in force beyond the term so
provided therein or by law as to the committed land so long as such
lease remains subject hereto, provided that production is had in
paying quantities under this unit agreement prior to the expiration
date of the term of such lease, or in the event actual drilling
operations are commenced on unitized land, in accordance with the
provisions of this agreement, prior to the end of the primary term
of such lease and are being diligently prosecuted at that time,
such lease shall be extended for two years and so long thereafter
as oil or gas is produced in paying quantities in accordance with
the provisions of the Mineral Leasing Act Revision of 1960.

(£) 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 its terms would expire prior
to the time at which the underlying lease, as extended by the
immediately preceding paragraph, will expire, is hereby extended
beyond any such term so provided therein so that it shall be con-
tinuved in full force and effect for and during the term of the
underlying lease as such term is herein extended.

(g) The segregation of any Federal lease committed to this
agreement is governed by the following provision in the fourth

paragraph of Sec. 17 (j) of the Mineral Leasing Act, as amended
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by the Act of September 2, 1960 (74 Stat. 781-784): '"Any (Federal)
lease heretofore or hereafter committed to any such (unit) plan
embracing lands that are in part within and in 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 in 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 oil or gas is
produced in paying quantities."

(h) Any lease, other than a Federal lease, having only a
portion of its lands committed hereto shall be segregated as to the
portion committed and the portion not committed, and the provisions
of such lease shall apply separately to such segregated portions
commencing as of the effective date hereof. 1In the event any such
lease provides for a lump-sum rental payment, such payment shall be
prorated between the portions so segregated in proportion to the
acreage of the respective tracts.

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

to be covenants running with the land with respect to the interest of the
parties hereto and their successors in interest until this agreement terminates,
and any grant, transfer, or conveyance, of interest in land or leases subject
hereto shall be and hereby is conditioned upon the assumption of all privileges
and obligations hereunder by the grantee, transferee, or other successor in
interest. No assignment or transfer of any working interest, royalty, or other
interest subject hereto shall be binding upon Unit Operator until the first day
of the calendar month after Unit Operator is furnished with the original, photo-
static, or certified copy of the instrument of transfer,

20. EFFECTIVE DATE OF TERM. This agreement shall become effective

upon approval by the Secretary or his duly authorized representative and shall
terminate on the expiration of five (5) years from the effective date of this

agreement unless (a) such date of expiration is extended by the Director and
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State Land Commissioner, or (b) it is reasonably determined prior to the expir-
ation of the fixed term or any extension thereof that the unitized land is in-
capable of production of unitized substances in paying quantities in the forma-
tions tested hereunder and after notice of intention to terminate the agreement
on such ground is given by the Unit Operator to all parties in interest at their
last known addresses, the agreement is terminated with the approval of the
Director and State Land Commissioner, or {(c) a valuable discovery of unitized
substances has been made or accepted on unitized land during said initial term
or any extension thereof, in which event the agreement shall remain in effect
for such term and so long as unitized substances can be produced in quantities
sufficient to pay for the cost of producing same from wells on unitized land
within any participating area established hereunder and, should production
cease, so long thereafter as diligent operations are in progress for the restor-
ation of production or discovery of new production and so long thereafter as the
unitized substances so discovered can be produced as aforesaid, or (d) it is
terminated as heretofore provided in this 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 interests signatory here-
to, with the approval of the Director and State Land Commissioner; notice of any
such approval to be given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director

is hereby vested with authority to alter or modify from time to time in his
discretion the quantity and rate of production under this agreement when such

or State law
quantity and rate are not fixed pursuant to Federalfor does not confeorm to any
state-wide voluntary conservation or allocation program, which is established,
recognized, and generally adhered to by the majority of operators im such State,
such authority being hereby limited to alteration or modification in the public
interest, the purpose thereof and the public interest to be served thereby to ke
stated in the order of alteration or modification. Without regard to the fore-
going, the Director is also hereby vested with authority to alter or modify from

time to time in his discretion the rate of prospecting and development and the

quantity and rate of production under this agreement when such alteration or
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modification is in the interest of attaining the conservation objectives stated
in this agreement and is ﬁot in violation of any applicable Federal or State
law; provided, further, that no such alteration or modification shall be
effective as to any land of the State of New Mexico as to the rate of prospec-
ting and development in the absence of the specific written approval thereof by
the State Land Commissioner and as to any lands of the State of New Mexico or
privately-owned lands, if any, subject to this agreement as to the quantity and
rate of production in the absence of specific written approval thereof by the
State Commission.

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. APPEARANCES. Unit Operator shall, after notice to other parties
affected, have the right to appear for and on behalf of any and all interests
affected hereby before the Department of the Interior, the Commissioner of
Public Lands, and the New Mexico 0il Conservation Commission and to appeal from
orders issued under the regulations of said Department, the State Land Commis-
sioner or Commission, 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 Land Commissioner or Commission or any other legally constituted
authority; provided, however, that any other interested party shall also have
the right at his own expense to be heard in any such proceeding.

23, NOTICES. All notices, demands or statements required hereunder
to be given or rendered to the parties hereto shall be deemed fully given if
given in writing and personally delivered to the party or sent by postpaid
registered mail, addressed to such party or parties at their respective addresse%
set forth in connection with the signatures hereto or to the ratification or
consent hereof or to such other address as any such party may have furnished in
writing to party sending the notice, demand or statement.

24. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained

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

legal or comstitutional right or defense as to the validity or invalidity of any
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law of the State wherein said unitized lands are located, or of the United
States, or regulations issued thereunder in any way affecting such party, or as
a waiver by any such party of any right beyond his or its authority to waive.

25. UNAVOIDABLE DEIAY. All obligations under this agreement requir-

ing the Unit Operator to commence or continue drilling or to operate on or
produce unitized substances from any of the lands covered by this agreement shall
be suspended while, but only so long as, the Unit Operator despite the exercise
of due care and diligence is prevented from complying with such obligations, in
whole or in part, by strikes, acts of God, Federal, State, or municipal law or
agencies, unavoidable accidents, uncontrollable delays in transportation, in-
ability to obtailm necessary materials in open market, or other matters beyond
the reasonable control of the Unit Operator whether similar to matters herein
enumerated or not.

26, NONDISCRIMINATION: In the performance of work under this agree-

ment the operator agrees to comply with the nondiscrimination provisions of
Executive Order 10925 (26 F. R, 1977).

27. 1L0SS OF TITLE. 1In the event title to any tract of unitized land

shall fail and the true owner cannot be induced to join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there
shall be such readjustment of future costs and benefits as may be required on
account of the loss of such title. In the event of a dispute as to title as to
any royalty, working interest, or other interests subject thereto, payment or
delivery on account thereof may be withheld without liability for interest until
the dispute is finally settled; provided, that, as to Federal and State land or
leases, no payments of funds due the United States or the State of New Mexico
should be withheld, but such funds of the United States shall be deposited as
directed by the Supervisor, and those due the State of New Mexico with the
Commissioner of Public Lands of the State of New Mexico, to be held as unearned
money, pending final settlement of the title dispute, and then applied as earned
or returned in accordance with such final settlement,

Unit Operator as such is relieved from any responsibility for any

defect or failure of any title hereunder.
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28, NONJOINDER AND SUBSEQUENT JOINDER., If the owner of any sub-

stantial interest in a tract within the unit area fails or refuses to subscribe
or consent to this agreement, the owner of the working interest in that tract
may withdraw said tract from this agreement by written notice to the Director,
the State Land Commissioner, and the Unit Operator prior to the approval of this
agreement by the Director. Any oil or gas interests in lands within the unit
area not committed hereto prior to submission of this agreement for final
approval may thereafter be committed hereto by the owner or owners thereof
subscribing or consenting to this agreement, and, if the interest is a working
interest, by the owner of such interest also subscribing to the unit operating
agreement. After operations are commenced hereunder, the right of subsequent
joinder, as provided in this section, by a working interest owner is subject
to such requirements or approvals, if any, pertaining to such joinder, as may
be provided for in the unit operating agreement. After final approval hereof
joinder by a non~working 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 in behalf of such non-working interest.
Joinder by any owner of a non-working interest, at any. time, must be accompan-
ied by appropriate joinder by the owner of the corresponding working interest
in order for the interest to be regarded as 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, if more than one
committed working-interest owner is involved, in 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 first day of the month following the filing with the
Supervisor, the State land Commissioner, and the Commission of duly executed
counterparts of all or any papers necessary to establish effective commitment
of any tract to this agreement unless objection to such joinder is duly made
within 60 days by the Director, State Land Commissioner or Commission.
29, COUNTERPARTS. This agreement may be executed in any number of

counterparts no one of which needs to be executed by all parties or may be
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ratified or consented to by separate instrument in writing specifically refer-
ring hereto and shall be binding upon all those parties who have executed such

a counterpart, ratification, or consent hereto with the same force and effect as
if all such parties had signed the same document and regardless of whether or
not it is executed by all other parties owning or claiming an interest in the
lands within the above-described unit area.

30. SURRENDER. Nothing in this agreement shall prohibit the exercise
by any working interest owner of the right to surrender vested in such party in
any lease, sublease, or operating agreement as to all or any part of the lands
covered thereby, provided that each party who will or might acquire such working
interest by such surrender or by forfeiture as hereafter set forth, is bound by
the terms of this agreement.

If as a result of any such surrender, the working interest rights as
to such lands become vested in any party other than the fee owner of the uni-
tized substances, said party shall forfeit such rights and no further benefits
from operations hereunder as to said land shall accrue to such party, unless
within ninety (90) days thereafter said party shall execute this agreement and
the unit operating agreement as to the working interest acquired through such
surrender, effective as though such land had remained continuously subject to
this agreement and the unit operating agreement. And in the event such agree-
ments are not so executed, the party next in the chain of title shall be and
become the owner of such working interest at the end of such ninety (90) day
period, with the same force and effect as though such working interest had been
surrendered to such party.

If as the result of any such surrender or forfeiture the working
interest rights as to such lands become vested in the fee owner of the unitized
substances, such owner may:

(1) Execute this agreement and the unit operating agreement as a
working interest owner, effective as though such land had remained
continuously subject to this agreement and the unit operating agreement.

(2) Again lease such lands but only under the condition that the

holder of such lease shall within thirty (30) days after such lands are
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so leased execute this agreement and the unit operating agreement as to
each participating area theretofore established hereunder, effective as
though such land had remained continuously subject to this agreeﬁent and
the unit operating agreement,

(3) Operate or provide for the operation of such land independently
of this agreement as to any part thereof or any oil or gas deposits
therein not then included within a participating area.

If the fee owner of the unitized substances does not execute this
agreement and the unit operating agreement as a working interest owner or again
lease such lands as above provided with respect to each existing participating
area, within six (6) months after any such surrender or forfeiture, such fee
owner shall be deemed to have waived the right to execute the unit operating
agreement or lease such lands as to each such participating area, and to have
agreed, in consideration for the compensation hereinafter provided, that oper-
ations hereunder as to any such participating area or areas shall not be
affected by such surrender.

For any period the working interest in any lands are not expressly
committed to the unit operating agreement as the result of any such surrender or
forfeiture, the benefits and obligations of operations accruing to such lands
under this agreement and the unit operating agreement shall be shared by the
remaining owners of unitized working interests in accordance with their respec-
tive participating working interest ownerships in any such participating area
or areas, and such owners of working interests shall compensate the fee owner
of unitized substances in such lands by paying sums equal to the rentals, mini-
mum royalties, and royalties applicable to such lands under the lease in effect
when the lands were unitized, as to such participating area or areas.

Upon commitment of a working interest to this agreement and the unit
operating agreement as provided in this section, an appropriate accounting and
settlement shall be made, to reflect the retroactive effect of the commitment,
for all benefits accruing to or payments and expenditures made or incurred on
behalf of such surrendered working interest during the period between the date

of surrender and the date of recommitment, and payment of any moneys found to
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be owing by such an accounting shall be made as between the parties then signa-
tory to the unit operating agreement and this agreement within thirty (30) days
after the recommitment. The right to become a party to this agreement and the
unit operating agreement as a working interest owner by reason of a surrender or
forfeiture as provided in this section shall not be defeated by the nonexistence
of a2 unit operating agreement and in the event no unit operating agreement is in
existence and a mutually acceptable agreement between the proper parties thereto
cannot be consummated, the Supervisor and State Land Commissioner my prescribe
such reasonable and equitable agreement as they deem warranted under the
circumstances.

Nothing in this section shall be deemed to limit the right of joinder
or subsequent joinder to this agreement as provided elsewhere in this agreement.
The exercise of any right vested in a working interest owner to reassign such
workiné interest to the party from whom obtained shall be subject to the same
conditions as set forth in this section in regard to the exercise of a right to
surrender.

31. TAXES. The working interest owners shall render and pay for
their account and the account of the royalty owners all valid taxes on or
measured by the unitized substances in and under or that may be produced,
gathered and sold from the land subject to this contract after the effective
date of this agreement, or upon the proceeds or net proceeds derived therefrom.
The working interest owners on each tract shall and may charge the proper pro-
portion of said taxes to the royalty owners having interests in said tract, and
may currently retain and deduct sufficient of the unitized substances or deriv-
ative products, or net proceeds thereof from the allocated share of each royalty
owner to secure reimbursement for the taxes so paid. No such taxes shall be
charged to the United States or the State of New Mexico or to any lessor who has

a contract with his lessee which requires the lessee to pay such taxes.
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IN WITNESS WHEREOF, the parties hereto have executed this agreement

on the date set opposite their respective signatures.

Witness:

Date:

Witness:

Witness:

Date:

Witness:

Witness:

Date:

Witness:

Witness:

Date:

Witness:

Date:

Witness:

Witness:

Date:

UNIT OPERATOR AND WORKING INTEREST
OWNER

SHELL OIL COMPANY

By

Manager, Land Department
Address: 1008 West Sixth Street
Los Angeles 54, California
WORKING INTEREST OWNERS

CONTINENTAL OIL CORPORATION

By

By

Address: P.:0. Box 1121
Durango, Colorado

BRITISH AMERICAN OIL PRODUCING COMPANY

By

By

Address: Denver Club Building
P. 0. Box 180
Denver, Colorado

TRANSMOUNTAIN PRODUCTION COMPANY

By

By

Address: 800 San Jacinto Building
Houston, Texas

ELIZABETH ANN ELLIOTT

By

Address: P. 0. Box 703
Roswell, New Mexico

DELHI-TAYLOR OIL CORPORATION

By

By

Address: 360 Denver Club Building
Denver, Colorado
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CERTIFICATION -- DETERMINATION

Pursuant to the authority vested in the Secretary of Interior, under the act approved Febe uary 25,
1920, 41 Stat. 437, as amended, 30 U. S, C. secs. 181, et seq., and delegated to the Director of the
Geological Survey pursuant to Departmental Order No. 2365 of October 8, 1947, 43 C. F. R. sec. 4.611,
12 F, R. 6784, I do hereby:

A. Approve the attached sgreement for the development and operation of the Cabezon
Unit Area, State of New Maxiecc

B. Cestify and determine that the unit plan of development and operation contemplated in the
attached agreement is necessary and advisable in the public interest for the purpose of more properly
conserving the natural resources,

C. Certify and determine that the drilling, producing, rental, minimum royalty, and royalty re-
quirements of all Federal leases committed to said agreement are hereby established, altered, changed,
ot revoked to conform with the terms and conditions of this agreement.

Dated

Director, United States Geological Survey



CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

CABEZON UNIT AGREEMENT

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement for the
development and operation of acreage which is described within the attached
Agreement, dated , which has been executed or is
to be executed by parties owning and holding oil and gas leases and royalty inter-
ests in and under the property described, and upon examination. of said Agreement,
the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of oil and gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed agreement the State of New Mexico
will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable oil and gas under its lands within the area.

(d) That such agreement is in other respects for the best
interests of the state, with respect to state lands.

NOW, THEREFORE, by virtue of the authority conferred upon me under
Sections 7-11-39, 7-11-40, 7-11-41, 7-11-47, 7-11-48, New Mexico Statutes
Annotated 1953 Compilation, I, the undersigned, Commissioner of Public Lands of
the State of New Mexico, for the purpose of more properly conserving the oil and
gas resources of the State, do hereby consent to and approve the said Agreement,
and any leases embracing lands of the State of New Mexico within the area shall
be and the same are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and conditions of said
Agreement. This approval is subject to all of the provisions of the aforesaid
statutes,

IN WITNESS WHEREOF, this Certificate of Approval is executed, with
seal affixed, this day of ,» 19 .

Commissioner of Public Lands
of the State of New Mexico
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Tract
No. Description of Land
FEDERAL LANDS
1. T, 17 N., R, 3 W., N.M.P.M,
Sec. 10: N/2
2. T. 17 N., R, 4 W., N.M,P.M,
Sec. 25: All
3. T. 17 N., R. 3 W., N.M,P.M,
Sec. 27: NW/4
4, T. 17 N., R. 3 W., N.M,P.M,
Sec. 13: SE/4
Sec. 24: N/2
Sec. 25: All
Sec. 26: SW/4 SE/4, SE/4 SW/4
Sec. 35: N/2 NE/4
5. T. 17 N., R, 3 W., N.M.P.M,
Sec. 12: All
6. T. 17 N., R. 3 W., N.M.P.M,
Sec. 19: SE/4
Sec. 34: E/2 SE/4
7. T, 17 N., R, 3 W., N.M.P.M.
Sec. 9: SE/4
Sec. 28: SE/4

of Acres

EXHIBIT .'"B" - CABEZON UNIT

Sandoval County, New Mexico

Serial No. &
Date of Lease

Basic Royalty
& Percentage

320.00

640.00

160.00

1280.00

640.00

240.00

320.00

NM-03158
April 1,
1952

NM-04514
July 1,
1953

NM-012325
August 1,
1953

NM-018178
July 1,
1955

NM-021000
April 1,
1956

NM-023907
February 1,
1957

NM-023907-B
February 1,
1957

U.s. - 12-%%

U.s. - 12-%%

U.s. - 12-%7%

U.s. - 12-%7%

u.s. - 12-%7%

U.s. - 12-%%

U.s. - 12-%%

Lessee of Record

O.R.R. & Percentage

Shell 0il Company

Shell 01l Company

Hazel J. Cuccia -
80%

George E. Conley -
20%

Shell 0il Company

Paul F. Catterson

Lester C. Hotchkiss
Alpha L. Hotchkiss

Shell 011 Company

Willard W. Moyer - 3%

Wilson 0il Co., - 2%

Roy L. Flood -~ 5%

Hazel J. Cuccia
George Cuccia
George E. Conley -
5%

Anna Pickard -~ 5%

Roy L. Riner - 5%

Lester C. Hotchkiss
Alpha L. Hotchkiss -
3%

R. E. McKenzie, Jr.
2%

Working Interest
& Percentages

Shell 0il Company
100%

Shell 0il Company
100%

Shell 0il Company
1007 *

Shell 0il Company
100%

Continental 0il \V\
Company - 100% *

Shell 0il Company
1007 *

Shell 0il Company
100%



EXHIBIT ''B' - CABEZON UNIT

Sandoval County, New Mexico (Cont'd.)

Tract Serial No. & Basic Royalty
No. Description of Land of Acres Date of Lease & mmmmwnnmmn Lessee of Record O.R.R. & Percentage
8. T, 17 N., R. 3 W., N.M.P.M, 560.00 NM-023907-C u.s. - 12-%7 Shell 0il Company Bruce Anderson - 3%
Sec. 9: SW/4 February 1,
Sec. 19: Lots 1,2, E/2 NW/4 1957
Sec. 27: SW/4
Sec. 34: S/2 NW/4
9. T. 17 N., R. 3 W., N.M.P.M, 399.84 NM-023907-E U.s. - 12-%% British American George E. Conley =~
Sec. 19: Lots 3,4, E/2 SW/4 February 1, 011 Producing Co. 3%7%
Sec. 28: SW/4 1957
Sec. 34: W/2 sSW/4
10. T. 16 N., R. 3 W., N.M, 1532.20 NM-023913 U.s. - 12-%7% British American Vincent Cuccia -
Sec. 4: Lots 1,2,3,4, May 1, 1957 0il Producing Co. 3%%
Sec. 3: Lots 1,2,3,4,
s/2 (All)
T, 17 N., R. 3 W,, N.M.P.M,
Sec. 35: S/2 NE/4, NW/4, S/2
11. T. 17 §., R. 3 W., N.M.P.M, 2559.68 NM-023916 v.Ss. - 12-%7% Shell 0il Company Marion V. Harris -
Sec. 29: All May 1, 1957 4%
Sec. 30: lots 1,2,3,4, E/2 W/2,
E/2 (All)
Sec. 31: Lots 1,2,3,4, E/2 W/2,
E/2 (All)
Sec. 33: All
12, T, 16 N., R, 3 W., N.M.P.M, 320.00 NM-028170 U.S. - 12-%7% Shell 0il Company R. E. McKenzie, Jr.
Sec. 4: 8/2 July 1, 2%
1957
13, T, 17 N., R. 3 W,, N.M.P.M, 200.00 NM-030016 U.S. - 12-%7% Transmountain Walter L, Morrison
Sec. 24: SW/4 December 1, Production Co. Kathleen Morrison
Sec. 26: SW/4 SwW/4 1957 5%
14, T, 17 N., R. 3 W,, N.M.P.M, 40.00 NM~036477 U.S. - 12-%7% Transmountain Walter L. Morrison
Sec. 11: NW/4 NW/4 November 1, Production Co. Kathleen Morrison

1958

5%

Working Interest
& Percentages

Shell 0il Company
1007%

British American ?\\

011 Produeing. Co.

100%

British American
0il Producing Co.
100%

Shell 0il Company
100%

Shell 0il Company
100%

Transmountain \\\\
Production Co.

1007

Transmountain »\
Production Co.

1007%



EXHIBIT '"B" - CABEZON UNIT

Sandoval County, New Mexico (Cont'd.)

Tract

No. Description of Land

15. T. 17 N., R. 2 W., N.M.P.M,
Sec. 19: NW/4

16. T. 17 N., R. 3 W., N ,M.P.M.
Sec. 14: All
Sec, 20: N/2
Sec. 22: All
Sec. 28: N/2

17. T. 17 N., R. 3 W., N.M,P M,
Sec. 11: E/2, SW/4, S/2 NW/4
Sec. 13: N/2 NW/4
Sec. 15: All
Sec, 17: All
Sec. 21: All

18. T, 17 N., R. 3 W., N.,M.P.M,
Sec. 13: NE/4 NE/4, SE/4 NW/4
Sec. 23: NE/4 NE/4, NE/4 NW/4,

SW/4 NW/4, SW/4 SW/4

Sec. 27: NW/4 NE/4, SE/4 NE/4

19, T, 17 N., R. 2 W., N.M.P M,
Sec. 18: E/2 W/2

20. T. 17 N., R. 3 W., N.M,P M,
Sec. 13: SW/4 NW/4
Sec. 23: NW/4 NW/4, NW/4 Sw/4
Sec. 27: SW/4 NE/4

21. T. 17 N., R, 3 W., N,M.P M,
Sec. 19: NE/4
Sec. 27: SE/4
Sec. 34: N/2 NW/4

Serial No. &

Basic Royalty

No. of Acres Date of Lease & Percentage Lessee of Record O.R.R. & Percentage
160.00 NM-040606-A U.s. - 12-%7% Shell 0il Company Gladys Watford - 5%
May 1, 1959
1920.00 NM-046798 U.s. - 12-%7 Shell 0il Company Gail B, Horne
August 1, Clifford Wolfswinkel
1958 Alan Thomson
John W. Moon - 5%
2560.00 NM-050160 U.s. - 12-%7% Shell 0il Company L. J. Boring - 5%
July 1,
1959
320.00 NM-055534 U.s. - 12-%% Shell 0il Company Joanne F. Augstman -
October 1, ¥ of 1%
1959 Bruce Anderson
Beard 0il Co. - 2%%
160.00 NM-057454 U.s. - 12-%7% Shell 0il Company Virginia L. Saunders
December 1, 2-1/4%
1959 Micheal S. Shearn -
3/4 of 1%
160.00 NM-072925 U.s. - 12-%7 Shell 0il Company W. W. Priest - 3%
May 1, 1960
400.00 NM-082403 U.S. - 12-%7% Shell 0il Company Joan Chorney - 3%
April 1,
1960

Working Interest
& Percentages

Shell 041 Company
1007%

Shell 0il Company
100%

Shell 0il Company
100%

Shell 0il1 Compan
1007% :

Shell 0il Company
1007

Shell 011 Company
1007%

Shell 0il1 Company
100%



EXHIBIT "B' - CABEZON UNIT

Sandoval County, New Mexico (Cont'd.)

Serial No. &
Date of lease

Basic Royalty
& Percentage

Tract
No. Description of Land No, of Acres
22, T, 17 N., R. 3 W., N.M.P.M, 440.00
Sec. 23: SE/4 NE/4, SEf4,
E/2 SW/4
Sec. 26: NE/4
23. T. 17 N., R. 3 W., N.M.P.M. 480.00
Sec. 13: NW/4 NE/4, S/2 NE/4,
SW/4
Sec. 23: W/2 NE/4, SE/4 NW/4
Sec. 26: NW/4 SW/4
Sec. 27: NE/4 NE/4
24, T. 16 N., R, 3 W., N.M.P .M. 649.60
Sec. 1: Lots 1,2,3,4, S/2 N/2,
8/2 (all)
25, T. 17 N., R. 2 W., N.M,P M. 296.54
Sec. 19: N/2 sw/4
Sec. 30: Lots 1 and 2
Sec. 31: Lots 1 and 2
T. 16 N., R. 2 W., N.M.P M,
Sec. 6: Lots 1,2,3, and 4
26. T. 17 N., R. 3 W,, N.M.P_ M, 40.00
Sec. 11;: NE/4 NW/4
27, Portion of the 0Ojo del Espiritu 196.06

Santo Grant which would be included

in Sec., 6, T. 16 N,, R, 2 W., N.M,P.M.,
if the U.S., Survey were extended into
saild grant.

NM-0134986
April 1,
1961

NM-0150116
May 1, 1961

NM-0153820
July 1,
1961

NM-0161406
July 1,
1961

NM-0161469
May 1, 1961

NM-A0168898
App. filed
April 14,
1961

U.s. - 12-%%
U.s. - 12-%%
U.s. - 12-%%
U.s. - 12-%%
U.s. - 12-%%
U.s. - 12-%7%

Lessee of Record

O.R.R. & Percentage

Working Interest
& Percentages

Shell 0il Company

Shell 0il Company

B. J. Bradshaw

Anthony P, Hebner

Shell 0il Company

Hoover H. Wright

Ruth Ross & Thomas
D. Chace - 2%
Hoover H. Wright &

Betty Ruth Wright -

2%

American Metal
Climax, Inc. - 2%%
Hoover H. Wright &

Betty Ruth Wright -

27

B. J. Bradshaw - 5%

Anthony P. Hebner -

¥ of 1%

Ruth Ross - 37

Hoover H. Wright -
1%

Shell 011 Company
100%

Shell 0il Company
100%

Shell 0il Company
1007 *

Shell 0il Company
1007 *

Shell 0il Company
1007

Shell 0il Company
1007 *



EXHIBIT "B'" - CABEZON UNIT 5.
Sandoval County, New Mexico (Cont'd.)

Tract Serial No. & Basic Royalty Working Interest
No. Description of Land No. of Acres Date of Lease & Percentage Lessee of Record O.R.R. & Percentage & Percentages
28, T. 17 N., R, 3 W,, N.M.P.M. 160.00 SF-080520 U.s. - 12-%7% Elizabeth Ann Elliott Hoover H. Wright - Shell 0il Company
Sec. 10: E/2 sw/4 June 1, 1953 1% 1007 *
Sec. 20: W/2 sW/4 Elizabeth Ann Elliott
4%
29, T. 17 N., R. 3 W,, N.M,P.M, 160.00 SF-080520 U.S. - 12-%7% Elizabeth Ann Elliott Hoover H. Wright - Elizabeth Ann (\
Sec. 10: W/2 SWw/4 June 1, 1953 1% Elliott - 100%
Sec. 20: E/2 SW/4 Elizabeth Ann Elliott
Frank 0. Elliott -
4%
30. T. 17 N., R. 3 W., N.M,P_M. 320.00 SF-080520-A U.s. - 12-%% Shell 0il Company Hoover H. Wright - 17 Shell 0il Company
Sec. 10: SE/4 June 1, 1953 Ora R. Hall, Jr. - 4% 100%
Sec. 20: SE/4
31. T. 17 N., R. 2 W., N.M.P.M. 212.11 RN A rdx;\\..vx\ﬁ“\ - L oo INH.}\, C ot N bt ot I.Nuﬂ\\ﬁ\,r\},.u\.”(sm.\\w.* ,‘..“_.&\l\\r Y L ﬁ‘.\..\ﬂ\u.
Sec. 18: W/2 W/2 AATRLC DT O S 123 & e oo D,
Sec. 19: Lots 1 and 2 SR8 45,
Thirty-one (31) Federal Tracts - 17,846.03 acres or 78,477% of the Unit Area
STATE LANDS
32, T, 17 N., R, 3 W,, N.M,.P.M, 80.00 0G=-2291-1 State of New Shell 0il1 Company Wayne J. Spears - Shell 0il1 Company
Sec. 16: E/2 NW/4 March 18, Mexico - 12-%7% 3% 100%
1958
33. T. 17 N., R, 4 W,, N.M.P.M, 320.00 E-6308-13 State of New Shell 011 Company E. R. Richardson & Shell 0il Company
Sec. 36: NW/4, SE/4 June 25, Mexico - 12-%% F. R. Bryan - 1-%7% 100%
1952 Levi A. Hughes &

Francis T. Harvey -
3-%%



EXHIBIT "B" - CABEZON UNIT 6.
Sandoval County, New Mexico (Cont'd.)

Tract Serial No. & Basic Royalty Working Interest

No. Description of Land No. of Acres Date of lease & Percentage Lessece of Record O.R.R. & Percentage & Percentages

34. T. 17 N., R. 3 W., N.M,P.M, 960.00 E-9085 State of New Delhi-Taylor 0il None Delhi-Taylor 011
Sec. 16: NE/4, SW/4 June 6, 1955 Mexico - 12-%% Corporation Corporation - 100

Sec. 32: NE/4, SW/4

T. 17 N., R. 4 W,, N.M.P.M,
Sec. 36: NE/4, SW/4

35. T, 17 N., R. 3 W., N.M.P.M, 560.00 K-1448 State of New Shell 0il Company None Shell 0il Company
Sec. 16: W/2 NW/4, SE/4 May 16, 1961 Mexico - 12-%7% 100%
Sec. 32: NW/4, SE/4

36. T. 17 N., R. 3 W., N.M.P.M, 640.00 K-1449 State of New Shell 0il Company None Shell 0il Company
Sec. 36: All May 16, 1961 Mexico - 12-%7% 100%

37. T. 16 N., R, 3 W., N.M.P M, 647.72 K-1496 State of New Shell 0il Company None Shell 0il Company
Sec. 2: Lots 1,2,3,4, S/2 N/2, May 16, 1961 Mexico - 12-%7% 100%

s/2 (All)

Six (6) State Tracts - 3,207.72 acres or 14.107% of the Unit Area

FEE LANDS
38. T. 17 N., R. 3 W., N.M.P.M, 160.00 - Cass Goodner - Shell 0il Company None Shell 0il Company
Sec. 24: SE/4 March 17, 12-%7% 100%
1961
39. T. 17 N., R. 3 W., N.M.P.M, 320.00 - Aporico Gurule Shell 0il Company None Shell 011 Company
Sec. 34: NE/4, E/2 SW/4, March 17, & Merejildo 100%
W/2 SE/4 1961 Gurule - 12-%7
40. T. 17 N., R, 3 W,, N.M.P.M, 320.00 - Aporcio Lovato Shell 0il Company None Shell 0il Company
Sec. 26: NW/4, NE/4 SW/4, March 16, 12-%% 100%

N/2 SE/4, SE/4 SE/4 1961



EXHIBIT "B' ~ CABEZON UNIT
Sandoval County, New Mexico (Cont'd.)

Tract
No. Description of Land No. of Acres

Serial No., &
Date of Lease

Basic Royalty
& Percentage Lessee of Record

O,R.R. & Percentage

Working Interest
& Percentages

41. Portion of the M, & S. 888.82
Montoya Grant which would be
included in the W/2 of Sections
19, 30 and 31, T. 17 N., R. 2 W.,
N.M.P.M., and Section 6, T. 16 N.,
R. 2 W., N.M.P. M., if the U.S.
Survey were extended into said
grant,

April 24,
1961

Zulema Miramon- Shell 0il Company
50%

Elmer Burch -

25%

Heirs of

Dr. Stevens T. Harris:
Mary Harris Mauldin
Lucie Harris Locke
Myra Harris Masters
Caroline Harris Henry
257

None

Shell 0il1 Company
100%

FPour (4) Fee Tracts - 1,688.82 acres or 7.43% of the Unit Area

* - Subject to Option Agreements

Total Forty-one (41) Tracts - 22,742.57 acres in Unit Area
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BEFORE EXAMINER NUTTER
c-%;mrg;gnvmozu COMMISSION
<A EXHIBIT NO.

UNIT AGREEMENT | «~ oo o =)

FOR THE DEVELOPMENT AND OPERATION OF

THE CABEZON UNIT AREA

COUNTY OF SANDOVAL

STATE OF NEW MEXICO

No,

THI1S AGREEMENT, entered into as of the lst day of _September

1961, by and between the parties subscribing, ratifying, or consenting hereto,
and herein referred to as the "parties hereto',

WITNESSETH: WHEREAS, the parties hereto are the owners of working,
royalty, or other oil and gas interests in the unit area subject to this
agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437,
as amended, 30 U.S.C. Secs. 181 et seq., authorizes Federal lessees and their
representatives to unite with each other, or jointly or separately with others,
in collectively adopting and operating a cooperative or unit plan of develop-
ment or operation of any oil or gas pool, field, or like area, or any part
thereof, for the purpose of more properly conserving the natural resources
thereof whenever determined and certified by the Secretary of the Interior to be
necessary or advisable in the public intergst; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Chap. 88, Laws 1943, as amended, Laws
1961 ch 176 #1) to consent to or approve this agreement on beﬁ%lf of the State
of New Mexico, insofar as it covers and includes lands and mineral interests of
the State of New Mexico; and

WHEREAS, the 0il Conservation Commission of the State of New Mexico is
authorized by law (Chap. 72, Laws of 1935, as amended by Chap. 193, Laws of 1937,
Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) to approve this agreement
and the conservationhProvisions hereof; and

WHEREAS, théhparties hereto hold sufficient interests in the Cabezon

Unit Area covering the land hereinafter described to give reasonably effective
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control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainéble through develop-
ment and operation of the area subject to this agreement under the terms, con-
ditions, and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their respective
interests in the below-defined unit area, and agree severally among themselves
as follows:

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

25, 1920, as amended, supra, and all valid pertinent regulations, including
operating and unit plan regulations, heretofore issued thereunder or valid perti-
nent and reasonable regulations hereafter issued thereunder are accepted and made
a part of this agreement as to Federal lands, provided such regulations are not
inconsistent with the terms of this agreement; and as to non-Federal lands, the
0oil and gas operating regulations in effect as of the effective date hereof
governing drilling and producing operations, not inconsistent with the terms
hereof or the laws of the State in which the non-Federal land is located, are
hereby accepted and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached hereto marked
exhibit "A" is hereby designated and recognized as constituting the unit area,
containing 22,742.57 acres, more or less.

Exhibit "A" shows, in addition to the boundary of the unit area, the
boundaries and identity of tracts and leases in said area to the extent known to
the Unit Operator. Exhibit 'B'" attached hereto is a schedule showing to the
extent known to the Unit Operator the acreage, percentage, and kind of ownership
of oil and gas interests in all land in the unit area. However, nothing herein
or in said schedule or map shall be construed as a representation by any party
hereto as to the ownership of any interest other than such interest or interests
as are shown in said map or schedule as owned by such party. Exhibits "A" and
"B" shall be revised by the Unit Operator whenever‘changes in the unit area rend-

er such revision necessary, or when requested by the 0il and Gas supervisor,
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hereinafter referred to as "Supervisor'", or the Commissicner of Public Lands,
hereinafter referred to as '"State Land Commissioner', and not less than seven
copies of the revised exhibits shall be filed with the Supervisor, and at least
one copy shall be filed with the State Land Cormissioner and one copy with the
New Mexico 0Oil Conservation Commission, hereinafter referred to as ""Commission'.

The above-described unit area shall when practicable be expanded to
include therein any additional tract or tracts regarded as reasonably necessary
or advisable for the purposes of this agreement, or shall be contracted to
exclude lands not within any participating area whenever such expansion or con-
traction is necessary or advisable to conform with the purposes of this agree-
ment. Such expansion or contraction shall be affected in the following manner:

(a) Unit Operator, on its own motion or on demand of the Director of
the Geological Survey, hereinafter referred to as 'Director', or on demand of the
State Land Commissioner after preliminary concurrence by the Director shall pre-
pare a notice of proposed expansion or contraction describing the contemplated
changes in the boundaries of the unit area, the reasons therefor, and the pro-
posed effective date thereof preferably the first day of a month subsequent to
the date of notice,

(b) Said notice shall be delivered to the Supervisor and the Commis-
sioner, and copies thereof mailed to the last known address of each working
interest owner, lessee, and lessor whose interests are affected, advising that
30 days will be allowed for submission to the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the preceding
item (b) hereof, Unit Operator shall file with the Supervisor and State Land
Commissioner evidence of mailing of the notice of expansion or contraction and
a copy of any objections thereto which have been filed with the Unit Operator
together with an application in sufficient numbers for approval of such expan-
sion or contraction, and with appropriate joinders.

(d) After due consideration of all pertinent information, the expan-
sion or contraction shall, upon approval by the Director and State Land Commis-
sioner, become effective as of the date prescribed in the notice thereof.

(e) All legal subdivisions of unitized lands (i.e., 40 acres by

-3 -
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Government survey or its nearest lot or tract equivalent in instances of
irregular surveys; however, unusually large lots or tracts shall be considered
in multiples of 40 acres, or the nearest aliquot equivalent thereof, for the
purpose of elimination under this subsection) no parts of which are entitled to
be in a participating area within 5 years after the first day of the month fol-
lowing the effective date of the first initial participating area established
under this unit agreement, shall be eliminated automatically from this agreement,
effective as of the first day thereafter, and such lands shall no longer be a
part of the unit area and shall no longer be subject to this agreement, unless
at the expiration of said 5-year period diligent drilling operations are in
progress on unitized lands not entitled to participation, in which event all
such lands shall remain subject hereto for so long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing between the
completion of one such well and the commencement of the next such well, except
that the time allowed between such wells shall not expire earlier than 30 days
after the expiration of any period of time during which drilling operations are
prevented by a matter beyond the reasonable control of Unit Operator as set
forth in the section hereof entitled ''Unavoidable Delay'; provided that all
legal subdivisions of lands not in a participating area and not entitled to be-
come participating under the applicable provisions of this agreement within 10
years after said first day of the month following the effective date of said
first initial participating area shall be eliminated as above specified. Deter-
mination of creditable '"Unavoidable Delay" time shall be made by Unit Operator
and subject to approval of the Director. The Unit Operator shall, within 90
days after the effective date of any elimination hereunder, describe the area
so eliminated to the satisfaction of the Director and promptly notify all
parties in interest.

If conditions warrant extension of the 10-year period specified in
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-nonmparticipating-

-4 -
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acreage basis, respectively, with approval of the Director, provided such exten-
sion application is submitted to 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 thertofore eliminated pursuant to this subsection 2(e) shall not be con-
sidered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All lands committed to

this agreement shall constitute land referred to herein as "unitized land" or
"land subject to this agreement'. All oil and gas in any and all formations of
the unitized land are unitized under the terms of this agreement and herein are
called "unitized substances".

4. UNIT OPERATOR. SHELL OIL COMPANY, a Delaware corporation, is

hereby designated as Unit Operator and by signature hereto as Unit Operator
agrees and consents to accept the duties and obligations of Unit Operator for
the discovery, development, and production of unitized substances as herein
provided. Whenever reference is made herein to the Unit Operator, such refer-
ence means the Unit Operator acting in that capacity and not as an owner of
interest in unitized substances, and the term "working interest bwner"then
used herein shall include or refer to Unit Operator as the owner of a working
interest when such an interest is owned by it.

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

the right to resign at any time prior to the establishment of a participating
area or areas hereunder, but such resignation shall not become effective so as
to release Unit Operator from the duties and obligations of Unit Operator and
terminate Unit Operator's rights as such for a period of 6 months after notice
of intention to resign has been served by Unit Operator on all working interest
owners and the Director and State Land Commissioner, and until all wells then
drilled hereunder are placed in a satisfactory condition for suspension or
abandonment whichever is required by the Supervisor as to Federal lands and the
Commission as to State and privately-owned lands, unless a new Unit Operator
shall have been selected and approved and shall have taken over and assumed the

duties and obligations of Unit Operator prior to the expiration of said period.
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Unit Operator shall have the right to resign in like manner and sub-
ject to like limitations as above provided at any time a participating area
established hereunder is in existence, but at any time, for any reason whatso-
ever, there is no Unit Operator until 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 resignation or removal becomes effective appoint a common
agent to represent them in any action to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator from
any liability for any default by it hereunder occurring prior to the effective
date of its resignation.

The Unit Operator may, upon default or failure in the performance of
its duties or obligations hereunder, be subject to removal by the same percent-
age vote of the owne?s of working interests determined in like manner as herein
provided for the selection of a new Unit Operator. Such removal shall be
effective upon notice thereof to the Director and State Land Commissioner.

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title, 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
all equipment, materials, and appurtenances used in conducting the unit opera-
tions and owned by the working interest owners to the new duly qualified suc-
cessor Unit Operator or to the owners thereof if no such new Unit Operator is
elected, to be used for the purpose of conducting unit operations hereunder.
Nothing herein shall be construed as authorizing removal of any material,
equipment and appurtenances needed for the preservation of any wells.

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

his or its resignation as Unit Operator or shall be removed as hereinabove
provided, or a change of Unit Operator is negotiated by working interest owners,
the owners of the working interests in the participating area or areas accord-
ing to their respective acreage interests in such participating area or areas,

or, until a participating area shall have been established, the owners of the

-6 -
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working interests according to their respective acreage interests in all uni-
tized land, shall by majority vote select a successor Unit Operator; provided,
that, if a majority but less than 75 per cent of the working interests qualified
to vote are owned by one party to this agreement, a concurring vote of one or
more additional working interest owners shall be required to select a new
operator. Such selection shall not become effective until (a) a Unit Operator
80 selected shall accept in writing the duties and responsibilities of Unit
Operator, and (b) the selection shall have been approved by the Director and
State Commissioner. If no successor Unit Operator is selected and qualified as
herein provided, the Director and State Land Commissioner at their election may
declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit

Operator is not the sole owner of working interests, costs and expenses incurred
by Unit Operator in conducting unit operations hereunder shall be paid and
apportioned among and borne by the owners of working interests, all in accord-
ance with the agreement or agreements entered into by and between the Unit
Operator and the owners of working interests, whether one or more, separately or
collectively. Any agreement or agreements entered into between the working
interest owners and the Unit Operator as provided in this section, whether one
or more, are herein referred to as the "unit operating agreement". Such unit
operating agreement shall alsc provide the manner in which the working interest
owners shall be entitled to receive their respective proportionate and allocated
share of the benefits accruing hereto in conformity with their underlying oper-
ating agreements, leases, or other independent contracts, and such other rights
and obligations as between Unit Operator and the working interest owners as may
be agreed upon by Unit Operator and the working interest owners; however, no
such unit operating agreement shall be deemed either to modify any of the terms
and conditions of this unit agreement or to relieve the Unit Operator of any
right or obligation established under this unit agreement, and in case of any
inconsistency or conflict between the unit agreement and the unit operating
agreement, this unit agreement shall prevail. Three true copies of any unit

operating agreement executed pursuant to this section should be filed with the
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Supervisor, and one true copy with the State Land Commissioner, prior to
approval of this agreement.

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

specifically provided herein, the exclusive right, privilege, and duty of exer-
cising any and all rights of the parties hereto which are necessary or conven-
ient for prospecting for, producing, storing, allocating, and distributing the
unitized substances are hereby delegated to and shall be exercised by the Unit
Operator as herein provided. Acceptable evidence of title to said rights shall
be deposited with said Unit Operator and, together with this agreement, shall
constitute and define the rights, privileges, and obligations of Unit Operator.
Nothing herein, however, shall be construed to transfer title to any land or to
any lease or operating agreement, it being understood that under this agreement
the Unit Operator, in its capacity as Unit Operator, shall exercise the rights
of possession and use vested in the parties hereto only for the purposes herein
specified.

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

hereof, the Unit Operator shall begin to drill an adequate test well at a
and the State Land Commissioner

location approved by the Supervisor/ unless on such effective date a well is
being drilled conformably with the terms hereof, and thereafter continue such
drilling diligently until the top of the Cambrian iDexwia)xformation has been
tested or until at a lesser depth unitized substances shall be discovered which
can be produced in paying quantities (to wit: quantities sufficient to repay
the costs of drilling, and producing operations, with a reasonable profit) or
the Unit Operator shall at any time establish to the satisfaction of the satis-

and the State Land Commissioner
faction of the Supervisor/fhat further drilling of said well would be unwar-
ranted or impracticable, provided, however, that Unit Operator shall not in any
event be required to drill said well to a depth in excess of 7,300 feet. Until
the discovery of a deposit of unitized substances capable of being produced in
paying quantities, the Unit Operator shall continue drilling diligently one
well at a time, allowing not more than 6 months between the completion of one

well and the beginning of the next well, until a well capable of producing

unitized substances in paying quantities is completed to the satisfaction of

-8 -
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30
31

32

and the State Land Commissioner
said Supervisor/or until it is reasonably proved that the unitized land is

incapable of producing unitized substances in paying quantities in the forma-
tions drilled hereunder. WNothing in this section shall be deemed to limit the
right of the Unit Operator to resign as provided in section 5 hereof, or as
requiring Unit Operator to commence or continue any drilling during the period
pending such resignation becoming effective in order to comply with the require-
and the State Land Commissiongg

ments of this section. The Director/ﬁay modify the-drilling requirements of
this section by granting reasonable extensions of time when, in his opinion,
such action is warranted.

Upon failure to comply with the drilling provisions of this section,
the Director may, after reasonable notice to the Unit Operator, and each working
interest owner, lessee, and lessor at their last known addresses, declare this

unit agreement terminated.

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

completion of a well capable of producing unitized substances in paying quanti-
and the State Land Commissioner
ties, the Unit Operator shall submit for the approval of the Supervisor/an
acceptable plan of development and operation for the unitized land which, when
and the State Land Commissioner
approved by the Supervisor,/ shall constitute the further drilling and operating
obligations of the Unit Operator under this agreement for the period specified
therein. Thereafter, from time to time before the expiration of any existing
and the State Land Commissioner
plan, the Unit Operator shall submit for the approval of the Supervisor/a plan
for an additional specified period for the development and operation of the
unitized land. Any plan submitted pursuant to this section shall provide for
the exploration of the unitized area and for the diligent drilling necessary
for determination of the area or areas thereof capable of producing unitized
substances in paying quantities in each and every productive formation and shall
and the State Land Commissioner
be as complete and adequate as the Supervisor,ﬁay determine to be necessary for
timely development and proper conservation of the oll and gas resources of the
unitized area and shall (a) specify the number and locations of any wells to be
drilled and the proposed order and time for such drilling; and (b) to the extent

practicable specify the operating practices regarded as necessary and advisable

for proper conservation of natural resources. Separate plans may be submitted
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and the State Land Commissioner.
for separate productive zones, subject to the approval of the Supervisor,/ Plans

shall be modified or supplemented when necessary to meet changed conditions or
to protect the interest of all parties to this agreement. Reasonable diligence
shall be exercised in complying with the obligations of the approved plan of
and the State Land Commissioner are
development. The Supervisor/xX authorized to grant a reasonable extension of
the 6-month period herein prescribed for submission of an initial plan of devel-
opment where such action is justified because of unusual conditions or circum-
stances. After completion hereunder of a well capable of producing any unitized
substance in paying quantities, no further wells, except such as may be necessary
to afford protection against operations not under this agreement or such as may
and the State Land Commissioner
be specifically approved by the Supervisor/ shall be drilled except in accord-

ance with a plan of development approved as herein provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well cap-

able of producing unitized substances in paying quantities or as soon thereafter
as required by the Supervisor or the State Land Commissioner, the Unit Operator
shall submit for approval by the Directer, the State Land Commissioner, and the
Commission a schedule, based on subdivisions of the public land survey or ali-
quot parts thereof, of all unitized land then regarded as reasonably proved to
be productive of unitized substances in paying quantities; all lands in said
schedule on approval of the Supervisor, the State Land Commissioner, and the
Commission to constitute a participating area, effective as of the date of
completion of such well or the effective date of this unit agreement, which-
ever is later. The acreages of both Federal and non-Federal lands shall be
based upon appropriate computations from the courses and distances shown on the
last approved public-land survey as of the effective date of the initial partic-
ipating area. Said schedule also shall set forth the percentage of unitized
substances to be allocated as herein provided to each unitized tract in the
participating area:so established, and shall govern the allocation of production
from and after the date the participating area becomes effective. A separate
participating area shall be established in like manner for each separate pool or
deposit of unitized substances or for any group thereof produced as a single

pool or zone, and any two or more participating areas so established may be
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combined into one with the consent of the owners of all working interests in
the lands within the participating areas so to be combined, on approval of the
Director, the State Land Commissioner, and the Commission. The participating
area or areas so established and approved shall be revised from time to time,
subject to like approval, whenever such action appears proper as a result of
further drilling operations or otherwise, to include additional land then re-

garded as reasonably proved to be productive in paying quantities, or to exclude

‘land then regarded as reasonably proved not to be productive, and the percentage

of allocation shall also be revised accordingly. The effective date of any re-
vision shall be the first of the month in which is obtained the knowledge or
information on which such revision is predicated, provided, however, that a
more appropriate effective date may be used if justified by the Unit Operator
and approved by the Director. No land shall be excluded from a participating
area on account of depletion of the unitized substances.

It is the intent of this section that a participating area shall
represent the area known or reasonably estimated to be productive in 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 partici-
pating area.

In the absence of agreement at any time between the Unit Operator and
the Director, the State Land Commissioner, and the Commission as to the proper
definition or redefinition of a participating area, or until a participating
area has, or areas have, been established as provided herein, the portion of all
payments affected thereby may be impounded in 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 Land Commissioner for State lands, and the amount thereof
deposited, as directed by the Supervisor and the State Land Commissioner, re-
spectively, to be held as unearned money until a participating area is finally
approved and then applied as earned or returned in accordance with a determin-

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

Whenever it is determined, subject to the approval of the Superviser
as to wells on Federal land, and of the State Land Commissioner as to wells
drilled on State land, that a well drilled under this agreement is not capable
of production in paying quantities and inclusion of the land on which it is
situated in a participating area is unwarranted, production from such well shall,
for the purposes of settlement among all parties other than working interest
owners, be allocated to the land on which the well is located so long as such
land is not within a participating area established for the pool or deposit from
which such production is obtained. Settlement for working interest benefits
from such a well shall be made as provided in the unit operating agreement.

12, ALLOCATION OF PRODUCTION. All unitized substances produced from

each participating area established under this agreement, except any part there-
of used in conformity with good operating practices within the unitized area for
drilling, operating, camp and other production or development purposes, for re-
pressuring or recycling in accordance with a plan of development approved by the
Supervisor, the State Land Commissioner, and the Commission, or unavoidably lost,
shall be deemed to be produced equally on an acreage basis from the several
tracts of unitized land of the participating area established for such pro-
duction and, for the purpose of determining any benefits accruing under this
agreement, each such tract of unitized land shall have allocated to it such
percentage of said production as the number of acres of such tract included in
sald participating area bears to the total acres of unitized land in said par-
ticipating 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 in the unit operating agreement whether in conformity with
the basis of allocation herein set forth or otherwise. It is hereby agreed that
production of unitized substances from a participating area shall be allocated
as provided herein regardless of whether any wells are drilled on any particular
parf of tract of said participating area. If any gas produced from one partici-

pating area is used for repressuring or recycling purposes in another partici-
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pating area, the first gas withdrawn from such last-mentioned participating area
for sale during the life of this agreement shall be considered to be the gas so
transferred until an amount equal to that transferred shall be so produced for
sale and such gas shall be allocated to the participating area from which
initially produced as constituted at the time of such final production.

13, DEVELOPMENT OR OPERATION OF NONPARTICIPATING LAND OR FORMATIONS.

Any party hereto owning or controlling the working interests in any unitized
land having thereon a regular well location may with the approval of the Super-
visor as to Federal land, and the State Land Commissioner as to State land, and
the Commission as to privately-owned land, if any, at such party's sole risk,
cost, and expense drill a well to test any formation for which a participating
area has not been established or to test any formation for which a participating
area has been established if such location is not within said participating ares,
unless within 90 days of receipt of notice from said party of his intention to
drill the well the Unit Operator elects and commences to drill such well in like
manner as other wells are drilled by the Unit Operator under this agreement.

If any well drilled as aforesaid by a working interest owner results
in production such that the land upon which it is situated may properly be
included in a participating area, such participating area shall be established
or enlarged as provided in this agreement and the well shall thereafter be
operated by Unit Operator in accordance with the terms of this agreement and
the unit operating agreement.

If any well drilled as aforesaid by a working interest owner obtains
production in quantities insufficient to justify the inclusion in a partici-
pating area of the land upon which such well is situated, such well may be
operated and produced by the party drilling the same subject to the conservation
requirements of this agreement. The rovalties in amount or value of production
from any such well shall be paid as specified in the underlying lease and
agreements affected.

14. ROYALTY SETTLEMENT. The United States and the State of New

Mexico and all royalty owners who, under existing contract, are entitled to take

in kind a share of the substances now unitized hereunder produced from any tract,
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shall hereafter be entitled to the right to take in kind their share of the
unitized substances allocated to such tract, and Unit Operator, or in case of the}
operation of a well by a working interest owner as herein in special cases pro-
vided for, such working interest owner, shall make deliveries of such royalty
share taken in kind in conformity with the applicable contracts, laws, and
regulations. Settlement for royalty interest not taken in kind shall be made by
working interest owners responsible therefore under existing contracts, laws,
and regulations, on or before the last day of each month for unitized substances
produced during the preceding calendar month; provided, however, that nothing
herein contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any royalties due under their
leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area hereunder, for use in repressuring, stimulation of
production, or increasing ultimate recovery, which shall be in conformity with
a plan first approved by the Supervisor, the State Land Commissiomer, and the
Commission, a like amount of gas, after settlement aé herein provided for any
gas transferred from any other participating area and with due allowance for
loss or depletion from any cause, may be withdrawn from the formation into which
the gas was introduced, royalty free as to dry gas, but not as to the products
extracted therefrom; provided that such withdrawal shall be at such time as may
be provided in the plan of operations or as may otherwise be consented to by the
Supervisor, the State Land Commissioner, and the Commission as conforming to
good petroleum engineering practice; and provided further, that such right of
withdrawal shall terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as prcvided in the
operating regulations and paid in value or delivered in kind as to all unitized
substances on the basis of the amounts thereof allocated to unitized Federal
land as provided herein at the rates specified in the respective Federal leases,
or at such lower rate or rates as may be authorized by law or regulation; pro-
vided, that for leases on which the royalty rate depends on the daily average

production per well, said average production shall be determined in accordance
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shall hereafter be entitled to the right to take in kind their share of the
unitized substances allocated to such tract, and Unit Operator, or in case of the
operation of a well by a working interest owner as herein in special cases pro-
vided for, such working interest owner, shall make deliveries of such royalty
share taken in kind in conformity with the applicable contracts, laws, and
regulations. Settlement for royalty interest not taken in kind shall be made by
working interest owners responsible therefore under existing contracts, laws,
and regulations, on or before the last day of each month for unitized substances
produced during the preceding calendar month; provided, however, that nothing
herein contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any royalties due under their
leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area hereunder, for use in repressuring, stimulation of
production, or increasing ultimate recovery, which shall be in conformity with
a plan first approved by the Supervisor, the State Land Commissioner, and the
Commission, a like amount of gas, after settlement aé'herein provided for any
gas transferred from any other participating area and with due allowance for
loss or depletion from any cause, may be withdrawn from the formation into which
the gas was introduced, royalty free as to dry gas, but not as to the products
extracted therefrom; provided that such withdrawal shall be at such time as may
be provided in the plan of operations or as may otherwise be consented to by the
Supervisor, the State Land Commissioner, and the Commission as conforming to
good petroleum engineering practice; and provided further, that such right of
withdrawal shall terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as provided in the
operating regulations and paid in value or delivered in kind as to all unitized
substances on the basis of the amounts thereof allocated to unitized Federal
land as provided herein at the rates specified in the respective Federal leases,
or at such lower rate or rates as may be authorized by law or regulation; pro-
vided, that for leases on which the royalty rate depends on the daily average

production per well, said average production shall be determined in accordance
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with the operating regulations as though each participating area were a single
consolidated lease.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases

committed hereto shall be paid by working interest owners responsible therefor
under existing contracts, laws, and regulations provided that nothing herein
contained shall operate to relieve the lessees of any land from their respective
lease obligations for the payment of any rental or minimum royalty in lieu thered
of due under their leases. Rental or minimum royalty for lands of the United
States subject to this agreement shall be paid at the rate specified in the
respective leases from the United States unless such rental or minimum royalty
is waived, suspended, or reduced by law or by approval of the Secretary or his
duly authorized representative.

With respect to any lease on non-Federal land containing provisions
which would terminate such lease unless drilling operations were within the time
therein specified commenced upon the land covered thereby or rentals paid for the
privilege of deferring such drilling 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 until the required drilling operations are commenced upon the land covered
thereb or some portion of such land is included w1th1n a artic1pat1ng area.
gnip:gig tgtﬁeﬁ gf New M ﬁe ;Lan%1 sg‘g ect 33 28s¢ reement shal]

CONSERVATION ereun € pro uc lon of unitized

substances shall be conducted to provide for the most economical and efficient

62%1 pera ions

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 Land Commissioner pursuant to applicable regulations pay a fair and
reasonable compensatory royalty as determined by the Supervisor for Federal
lands, or as approved by the State Land Commissioner for State land.

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

ditions, and provisions of all leases, subleases, and other contracts relating
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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 provisions hereof, but other-
wise to remain in full force and effect; and the parties hereto hereby consent
that the Secretary as to Federal leases and the State Land Commissioner as to
State leases, shall and by their approval hereof, or by the approval hereof by
their duly authorized representatives, do hereby establish, alter, change or
revoke ;he drilling, producing, rental, minimum royalty, and royalty require-
ments of Federal leases and State leases committed hereto and the regulations
in respect thereto to conform said requirements to the provisions of this agree-
ment, and, without limiting the generality of the foregoing, all leases, sub-
leases, and contracts are particularly modified in accordance with the following:
(a) The development and operation of lands subject to this agree-
ment under the terms hereof shall be deemed full performance of all
obligations for development and operation with respect to each and
every part or separately owned tract subject to this agreement, re-
gardless of whether there is any development of any particular part
or tract of the unit area, notwithstanding anything to the contrary
in any lease, operating agreement or other contract by and between
the parties hereto, or their respective predecessors in interest,
or any of them.
(b) Drilling and producing operations performed hereunder upon
any tract of unitized lands will be accepted and deemed to be per-
formed upon and for the benefit of each and every tract of unitized
land, and no lease shall be deemed to expire by reason of failure to
drill or produce wells situated on the land therein embraced.
(c) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the Secretary and
the State Land Commissioner or their duly authorized representatives
shall be deemed to constitute such suspension pursuant to such direc-
tion or consent as to each and every tract of unitized land.

(d) Each lease, sublease or contract relating to the explor-

- 16 -




© ® 2 o - b N N -

DN NN NN DY N DD DD P Y e
gHO‘O@\?O’U\#(ﬂMHOO@QOﬁm#UMHO

ation, drilling, development or operation for oil or gas of lands
other than those of the United States committed to this agreement,
which, by its terms might expire prior to the termination of this
agreement, is hereby extended beyond any such term so provided
therein so that it shall be continued in full force and effect for
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 is made sub-
ject to this agreement shall continue in force beyond the term
provided therein until the termination hereof. Any other Federal
lease committed hereto shall continue in force beyond the term so
provided therein or by law as to the committed land so long as such
lease remains subject hereto, provided that production is had in
paying quantities under this unit agreement prior to the expiration
date of the term of such lease, or in the event actual drilling
operations are commenced on unitized land, in accordance with the
provisions of this agreement, prior to the end of the primary term
of such lease and are being diligently prosecuted at that time,
such lease shall be extended for two years and so long thereafter
as oil or gas is produced in paying quantities in accordance with
the provisions of the Mineral Leasing Act Revision of 1960,

(f) Each sublease or contract relating to the operation and
development of unitized substances from lands of the United States
comnitted to this agreement, which by its terms would expire prior
to the time at which the underlying lease, as extended by the
immediately preceding paragraph, will expire, is hereby extended
beyond any such term so provided therein so that it shall be con-
tinued in full force and effect for and during the term of the
underlying lease as such term is herein extended.

(g) The segregation of any Federal lease committed to this
agreement is governed by the following provision in the fourth

paragraph of Sec. 17 (j) of the Mineral Leasing Act, as amended
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by the Act of September 2, 1960 (74 Stat. 781-784): '"Any (Federal)
lease heretofore or herecafter committed to any such (unit) plan
embracing lands that are in part within and in 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 in 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 oil or gas is
produced in paying quantities.'

(h) Any lease, other than a Federal lease, having only a
portion of its lands committed hereto shall be segregated as to the
portion committed and the portion not committed, and the provisions
of such lease shall apply separately to such segregated portions
commencing as of the effective date hereof. In the event any such
lease provides for a lump-sum rental payment, such payment shall be
prorated between the portions so segregated in proportion to the
acreage of the respective tracts.

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

to be covenants running with the land with respect to the interest of the
parties hereto and their successors in interest until this agreement terminates,
and any grant, transfer, or conveyance, of interest in land or leases subject
hereto shall be and hereby is conditioned upon the assumption of all privileges
and obligations hereunder by the grantee, transferee, or other successor in

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

interest subject hereto shall be binding upon Unit Operator until the first day

of the calendar month after Unit Operator is furnished with the original, photo-
static, or certified copy of the instrument of transfer.

20. EFFECTIVE DATE OF TERM. This agreement shall become effective

upon approval by the Secretary or his duly authorized representative and shall
terminate on the expiration of five (5) years from the effective date of this

agreement unless (a) such date of expiration is extended by the Director and
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State Land Commissioner, or (b) it is reasonably determined prior to the expir-
ation of the fixed term or any extension thereof that the unitized land is in-
capable of production of unitized substances in paying quantities in the forma-
tions tested hereunder and after notice of intention to terminate the agreement
on such ground is given by the Unit Operator to all parties in interest at their
last known addresses, the agreement is terminated with the approval of the
Director and State Land Commissioner, or (c) a valuable discovery of unitized
substances has been made or accepted on unitized land during said initial term
or any extension thereof, in which event the agreement shall remain in effect
for such term and so long as unitized substances can be produced in quantities
sufficient to pay for the cost of producing same from wells on unitized land
within any participating area established hereunder and, should production
cease, so long thereafter as diligent operations are in progress for the restor-
ation of production or discovery of new production and so long thereafter as the
unitized substances so discovered can be produced as aforesaid, or (d) it is
terminated as heretofore provided in this 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 interests signatory here-
to, with the approval of the Director and State Land Commissioner; notice of any
such approval to be given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director

is hereby vested with authority to alter or modify from time to time in his
discretion the quantity and rate of production under this agreement when such

or State law
quantity and rate are not fixed pursuant to Federalfor does not conform to any
state-wide voluntary conservation or allocation program, which is established,
recognized, and generally adhered to by the majority of operators in such State,
such authority being hereby limited to alteration or modification in the public
interest, the purpose thereof and the public interest to be served thereby to be
stated in the order of alteration or modification., Without regard to the fore-
going, the Director is also hereby vested with authority to alter or modify from

time to time in his discretion the rate of prospecting and development and the

quantity and rate of production under this agreement when such alteration or
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modification is in the interest of attaining the conservation objectives stated
in this agreement and is not in violation of any applicable Federal or State
law; provided, further, that no such alteration or modification shall be
effective as to any land of the State of New Mexico as to the rate of prospec-
ting and development in the absence of the specific written approval thereof by
the State Land Commissioner and as to any lands of the State of New Mexico or
privately-owned lands, if any, subject to this agreement as to the quantity and
rate of production in the absence of specific written approval thereof by the
State Commission.

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. APPEARANCES. Unit Operator shall, after notice to other parties
affected, have the right to appear for and on behalf of any and all interests
affected hereby before the Department of the Interior, the Commissioner of
Public Lands, and the New Mexico 0il Conservation Commission and to appeal from
orders issued under the regulations of said Department, the State Land Commis-
sioner or Commission, 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 Land Commissioner or Commission or any other legally constituted
authority; provided, however, that any other interested party shall also have
the right at his own expense to be heard in any such proceeding.

23. NOTICES. All notices, demands or statements required hereunder
to be given or rendered to the parties hereto shall be deemed fully given if
given in writing and personally delivered to the party or sent by postpaid
registered mail, addressed to such party or parties at their respective addresseg
set forth in connection with the signatures hereto or to the ratification or
consent hereof or to such other address as any such party may have furnished in

writing to party sending the notice, demand or statement.

24, NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained
shall be construed as a waiver by any party hereto of the right to assert any

legal or constitutional right or defense as to the validity or invalidity of any
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law of the State wherein said unitized lands are located, or of the United
States, or regulations issued thereunder in any way affecting such party, or as
a waiver by any such party of any right beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement requir-

ing the Unit Operator to commence or continue drilling or to operate on or
produce unitized substances from any of the lands covered by this agreement shall
be suspended while, but only so long as, the Unit Operator despite the exercise
of due care and diligence is prevented from complying with such obligations, in
whole or in part, by strikes, acts of God, Federal, State, or municipal law or
agencies, unavoidable accidents, uncontrollable delays in transportation, in-
ability to obtain necessary materials in open market, or other matters beyond
the reasonable control of the Unit Operator whether similar to matters herein
enumerated or not.

26. NONDISCRIMINATION: In the performance of work under this agree-

ment the operator agrees to comply with the nondiscrimination provisions of
Executive Order 10925 (26 F. R, 1977).

27. LOSS OF TITLE. In the event title to any tract of unitized land

shall fail and the true owner cannot be induced to join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there
shall be such readjustment of future costs and benefits as may be required on
account of the loss of such title. In the event of a dispute as to title as to
any royalty, working interest, or other interests subject thereto, payment or
delivery on account thereof may be withheld without liability for interest until
the dispute is finally settled; provided, that, as to Federal and State land or
leases, no payments of funds due the United States or the State of New Mexico
should be withheld, but such funds of the United States shall be deposited as
directed by the Supervisor, and those due the State of New Mexico with the
Commissioner of Public Lands of the State of New Mexico, to be held as unearned
money, pending final settlement of the title dispute, and then applied as earned
or returned in accordance with such final settlement.

Unit Operator as such is relieved from any responsibility for any

defect or failure of any title hereunder.
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28. NONJOINDER AND SUBSEQUENT JOINDER. If the owner of any sub-

stantial interest in a tract within the unit area fails or refuses to subscribe
or consent to this agreement, the owner of the working interest in that tract
may withdraw said tract from this agreement by written notice to the Director,
the State Land Commissioner, and the Unit Operator prior to the approval of this
agreement by the Director. Any oil or gas interests in lands within the unit
area not committed hereto prior to submission of this agreement for final
approval may thereafter be committed hereto by the owner or owners thereof
subscribing or consenting to this agreement, and, if the interest is a working
interest, by the owner of such interest also subscribing to the unit operating
agreement., After operations are commenced hereunder, the right of subsequent
joinder, as provided in this section, by a working interest owner is subject
to such requirements or approvals, if any, pertaining to such joinder, as may
be provided for in the unit operating agreement. After final approval hereof
joinder by a non-working 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 in behalf of such non-working interest.
Joinder by any owner of a non-working interest, at any. time, must be accompan-
ied by appropriate joinder by the owner of the corresponding working interest
in order for the interest to be regarded as 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, if more than one
committed working-interest owner is involved, in 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 first day of the month following the filing with the
Supervisor, the State Land Commissioner, and the Commission of duly executed
counterparts of all or any papers necessary to establish effective commitment
of any tract to this agreement unless objection to such joinder is duly made
within 60 days by the Director, State Land Commissioner or Commission.
29. COUNTERPARTS. This agreement may be executed in any number of

counterparts no one of which needs to be executed by all parties or may be
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ratified or consented to by separate instrument in writing specifically refer-
ring hereto and shall be binding upon all those parties who have executed such
a counterpart, ratification, or consent hereto with the same force and effect as
if all such parties had signed the same document and regardless of whether or
not it is executed by all other parties owning or claiming an interest in the
lands within the above-described unit area.

30. SURRENDER. Nothing in this agreement shall prohibit the exercise
by any working interest owner of the right to surrender vested in such party in
any lease, sublease, or operating agreement as to all or any part of the lands
covered thereby, provided that each party who will or might acquire such working
interest by such surrender or by forfeiture as hereafter set forth, is bound by
the terms of this agreement.

1f as a result of any such surrender, the working interest rights as
to such lands become vested in any party other than the fee owner of the uni-
tized substances, said party shall forfeit such rights and no further benefits
from operations hereunder as to said land shall accrue to such party, unless
within ninety (90) days thereafter said party shall execute this agreement and
the unit operating agreement as to the working interest acquired through such
surrender, effective as though such land had remained continuously subject to
this agreement and the unit operating agreement. And in the event such agree-
ments are not so executed, the party next in the chain of title shall be and
become the owner of such working interest at the end of such ninety (90) day
period, with the same force and effect as though such working interest had been
surrendered to such party.

I1f as the result of any such surrender or forfeiture the working
interest rights as to such lands become vested in the fee owner of the unitized
substances, such owner may:

(1) Execute this agreement and the unit operating agreement as a
working interest owner, effective as though such land had remained
continuously subject to this agreement and the unit operating agreement.

(2) Again lease such lands but only under the condition that the

holder of such lease shall within thirty (30) days after such lands are
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80 leased execute this agreement and the unit operating agreement as to
each participating area theretofore established hereunder, effective as
though such land had remained continuously subject to this agreeﬁent and
the unit operating agreement.,

(3) Operate or provide for the operation of such land independently
of this agreement as to any part thereof or any oil or gas deposits
therein not then included within a participating area.

If the fee owner of the unitized substances does not execute this
agreement and the unit operating agreement as a working interest owner or again
lease such lands as above provided with respect to each existing participating
area, within six (6) months after any such surrender or forfeiture, such fee
owner shall be deemed to have waived the right to execute the unit operating
agreement or lease such lands as to each such participating area, and to have
agreed, in consideration for the compensation hereinafter provided, that oper-
ations hereunder as to any such participating area or areas shall not be
affected by such surrender.

For any period the working interest in any lands are not expressly
committed to the unit operating agreement as the result of any such surrender or
forfeiture, the benefits and obligations of operations accruing to such lands
under this agreement and the unit operating agreement shall be shared by the
remaining owners of unitized working interests in accordance with their respec-
tive participating working interest ownerships in any such participating area
or areas, and such owners of working interests shall compensate the fee owner
of unitized substances in such lands by paying sums equal to the rentals, mini-
mum royalties, and royalties applicable to such lands under the lease in effect
when the lands were unitized, as to such participating area or areas.

Upon commitment of a working interest to this agreement and the unit
operating agreement as provided in this section, an appropriate accounting and
settlement shall be made, to reflect the retroactive effect of the commitment,
for all benefits accruing to or payments and expenditures made or incurred on
behalf of such surrendered working interest during the period between the date

of surrender and the date of recommitment, and payment of any moneys found to
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be owing by such an accounting shall be made as between the parties then signa-
tory to the unit operating agreement and this agreement within thirty (30) days
after the recommitment. The right to become a party to this agreement and the
unit operating agreement as a working interest owner by reason of a surrender or
forfeiture as provided in this section shall not be defeated by the nonexistence
of a unit operating agreement and in the event no unit operating agreement is in
existence and a mutually acceptable agreement between the proper parties thereto
cannot be consummated, the Supervisor and State Land Commissioner my prescribe
such reasonable and equitable agreement as they deem warranted under the
circumstances.

Nothing in this section shall be deemed to limit the right of joinder
or subsequent joinder to this agreement as provided elsewhere in this agreement.
The exercise of any right vested in a working interest owner to reassign such
working interest to the party from whom obtained shall be subject to the same
conditions as set forth in this section in regard to the exercise of a right to
surrender.

31. TAXES. The working interest owners shall render and pay for
their account and the account of the royalty owners all valid taxes on or
measured by the unitized substances in and under or that may be produced,
gathered and sold from the land subject to this contract after the effective
date of this agreement, or upon the proceeds or net proceeds derived therefrom.
The working interest owners on each tract shall and may charge the proper pro-
portion of said taxes to the royalty owners having interests in said tract, and
may currently retain and deduct sufficient of the unitized substances or deriv-
ative products, or net proceeds thereof from the allocated share of each royalty
owner to secure reimbursement for the taxes so paid. No such taxes shall be
charged to the United States or the State of New Mexico or to any lessor who has

a contract with his lessee which requires the lessee to pay such taxes.
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IN WITNESS WHEREQOF, the parties hereto have executed this agreement

on the date set opposite their respective signatures.

Witness:

Date:

UNIT OPERATOR AND WORKING INTEREST
OWNER

SHELL OIL COMPANY

By.

Manager, Land Department
Address: 1008 West Sixth Street

Witness:

Witness:

Date:

Los Angeles 54, California
WORKING INTEREST OWNERS

CONTINENTAL OIL CORPORATION

By

By

Address: P. 0. Box 1121

Witness:

Witness:

Date:

Durango, Colorado

BRITISH AMERICAN OIL PRODUCING COMPANY

By

By,

Address: Denver Club Building

Witness:

Witness:

Date:

P. 0. Box 180
Denver, Colorado

TRANSMOUNTAIN PRODUCTION COMPANY

By,

By

Address: 800 San Jacinto Building

Witness:

Date:

Houston, Texas

ELIZABETH ANN ELLIOTT

By

Address: P. 0. Box 703

Witness:

Witness:

Date:

Roswell, New Mexico

DELHI-TAYLOR OIL CORPORATION

By

By

Address: 360 Denver Club Building

Denver, Colorado
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IN WITNESS WHEREOF, the parties hereto have executed this agreement

on the date set opposite their respective signatures.

Witness:

Date:

UNIT OPERATOR AND WORKING INTEREST
OWNER

SHELL OIL COMPANY

By

Manager, Land Department
Address: 1008 West Bixth Street

Witness:

Witness:

Date:

Los Angeles 54, California
WORKING INTEREST OWNERS

CONTINENTAL OIL CORPORATION

By

By

Address: P...0. Box 1121

Witness:

Witness:

Date:

Durango, Colorado

BRITISH AMERICAN OIL PRODUCING COMPANY

By

By

Address: Denver Club Building

Witness:

Witness:

Date:

P. 0. Box 180
Denver, Colorado

TRANSMOUNTAIN PRODUCTION COMPANY

By

By

Address: 800 San Jacinto Building

Witness:

Date:

Houston, Texas

ELIZABETH ANN ELLIOTT

By

Address: P. 0. Box 703

Witness:

Witness:

Date:

Roswell, New Mexico

DELHI-TAYLOR OIL CORPORATION

By

By

Address: 360 Denver Club Building

Denver, Colorado
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CERTIFICATION -- DETERMINATION

Pursuant to the authority vested in the Secretary of Interior, under the act approved Febe uary 25,
1920, 41 Stat. 437, as amended, 30 U. S. C. secs. 181, et seq., and delegated to the Director of the
Geological Sutvey pursuant to Departmental Order No. 2365 of October 8, 1947, 43 C. F. R. sec. 4.611,
12 F. R. 6784, I do hereby:

A. Approve the attached sgreement for the development and operation of the Cabezon
Unit Ares, State of Hew Mexico

B. Cestify and determine that the unit plan of development and operation contemplated in the
attached agreement is necessary and advisable in the public interest for the purpose of more propetly
conserving the natural resources.

C. Certify and determine that the drilling, producing, rental, minimum royalty, and royalty re-
quirements of all Federal leases committed to said agreement are hereby established, altered, changed,
ot revoked to confoem with the temms and conditions of this agreement.

Dated

Director, United States Geological Survey



CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

CABEZON UNIT AGREEMENT

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement for the
development and operation of acreage which is described within the attached
Agreement, dated , which has been executed or is
to be executed by parties owning and holding oil and gas leases and royalty inter-
ests in and under the property described, and upon examination of said Agreement,
the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of 0il and gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed agreement the State of New Mexico
will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable oil and gas under its lands within the area.

(d) That such agreement is in other respects for the best
interests of the state, with respect to state lands.

NOW, THEREFORE, by virtue of the authority conferred upon me under
Sections 7-11-39, 7-11-40, 7-11-41, 7-11-47, 7-11-48, New Mexico Statutes
Annotated 1953 Compilation, I, the undersigned, Commissioner of Public Lands of
the State of New Mexico, for the purpose of more properly conserving the oil and
gas resources of the State, do hereby consent to and approve the said Agreement,
and any leases embracing lands of the State of New Mexico within the area shall
be and the same are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and conditions of said
Agreement. This approval is subject to all of the provisions of the aforesaid
statutes,

IN WITNESS WHEREOF, this Certificate of Approval is executed, with
seal affixed, this day of , 19 .

Commissioner of Public Lands
of the State of New Mexico
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CERTIFICATION -- DETERMINATION

14.08.0001 7820

Pursuant to the authoeity i Se terior, under the act approved Febe uary 25,
1920, 41 Stat. 437, as amended, 30 U. S. C. secs. 181, et seq., and delegated to the Director of the
Geological Survey pursuant to Departmental Order No. 2365 of October 8, 1947, 43 C. F. R. sec. 4.611,
12 F. R. 6784, I do hereby:

A. Approve the attached sgreement for the development and operation of the Cabezon
Unit Area, State of New Mexics

B. Certify and determine that the unit plan of development and operation contemplated in the
attached agreement is necessary and advisable in the public interest for the purpose of more properly
conserving the natural resources.

C. Certify and determine that the drilling, producing, rental, minimum royalty, and royalty re-
quirements of all Fedetal leases committed to said agreement are hereby established, alteted, changed,
or revoked to conform with the temms and conditions of this agreement.

Fn -7 961
Dated DF

v T .
,/;, - [ x"/‘: ﬁ‘;’:\b‘l

[

Acting Director, United States Geological Survey



CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

CABEZON UNIT AGREEMENT

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement for the

development and operation of acreage which is described within the attached
Agreement, dated §_§ ﬁ! 2 ::slﬁxgé . 1, 146 J , which has been executed or is
to be executed by parties owning and holding oil and gas leases and royalty inter-

ests in and under the property described, and upon examination of said Agreement,
the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of o0il and gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed agreement the State of New Mexico
will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable oil and gas under its lands within the area.

(d) That such agreement is in other respects for the best
interests of the state, with respect to state lands.

NOW, THEREFORE, by virtue of the authority conferred upon me under
Sections 7-11-39, 7-11-40, 7-11-41, 7-11-47, 7-11-48, New Mexico Statutes
Annotated 1953 Compilation, I, the undersigned, Commissioner of Public Lands of
the State of New Mexico, for the purpose of more properly conserving the oil and
gas resources of the State, do hereby consent to and approve the said Agreement,
and any leases embracing lands of the State of New Mexico within the area shall
be and the same are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and conditions of said
Agreement. This approval is subject to all of the provisions of the aforesaid
statutes,

IN WITNESS WHEREOF, this Certificate of Approval is executed, with
seal affixed, this 2 % th  day of /igne . los , 196) .
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Commis;ioner of Public Lands
of the State of New Maxico




