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SHELL OIL COMPANY 
Post Office Box 1200 

Farmington, New Mexico 

June 13, 1962 

Subject: Cabezon Unit 
Contract No. 1^-08-0001-7820 
Sandoval County, New Mexico 
Request for Six-Month Extension 

State of New Mexico 
Oi l Conservation Commission 
Post Office Box 871 
Santa Fe, New Mexico 

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

Gentlemen: 

We enclose for your information and f i l e s a photocopy,of the 
United States Geological Survey's approval of a six-month extension of 
the d r i l l i n g obligation on the second exploratory well under said Unit. 

Your most generous cooperation i n connection with t h i s extension 
is greatly appreciated. 

Very t r u l y yours, 

James E. Mathews 
D i s t r i c t Land Agent JEM:BG 

Enclosure 



SHELL OIL COMPANY 
Post Off ice Box ISOC 

?er<r.ljigtori, New Mexico 

May 3, 1 9 ^ 

Subject '.Vofcion Unit 
Jir.dovaJ Chanty, 
*i'ew Mexico 

BEST AVA1LABI£ COPY 

.*Ja>tte«i ^fj»t«8 ' > ^ i o g ' ..vi f.:irv:y 

• "'•^r«ugj»i-
' JL • 

ttiiMd States Geolo?i_aj Survey 7^ -
* 1857 * ' 

Hew Mexico V 
. . . . . - . v -•«• 

The Unit Agre^iser.t fox the Development and Operation of the 
C«c«8on ' n i t Area,-encoirip*^ sing lands i n Stndoval County, fle'y Mexico, 
vae approved by the Acting Director, United States >ologica3..Survey, 
or. D<-! center 5, 196l and dc^ignat*d as Unit Agreement No, iU-08-0O01-76?0. ' . 

Tte"1 > O i l Company, es 'Jnit Operator, d r i l l e d the Shell-Wright 
Ko. 41-26 ve*l ir. the ME A N"i/«» of Section 26, T. 17' N , , R. f W , , N.M.P.M. 
This Wal"! vas ceepleted ano abandoned as a dry hole at a depth of 695£ 
fs'et p& the pre««C&mbrian granite on December 1**, 196l» In,accordance 
With Paragraph\<hof the Unit Agreement, the next w e l l o b l j ^ s t i o n w i l l accrue 
Six aonthtf-'frora the completion date of the Shell-Wright we£L, or on 

' * i t wais our i n t e r t Ion "to d r i j l e t 
•- C the f i r s t loca t ion i n the area of the pr 
iKjojt tho ftacQcd we l l ob l iga t ion . Ttowever, 
posftz©: 1., our eoaoany now f i n i s %hat we v i i 
, tV.t . /ear K lcss M« er* able t o pftsmote a 1 
^jSp-:- f u r the r j ne ar«s s i i 31 ic the process 

..t.2,*-^*re« "which rfi would l i k ^ to complete pi 
o r ^ r t o s i l o * u s ' & u f f i c i a j r t t i se tc cot 

r V * t ' i 9Cttibi-> faraeut prospect, we requev 

'•cond --el l to the north and west' 
opoo^d c-rpanf-ion of th i s Unit t o 
due to an unfavorable f i n a n c i a l 
x bo unable t o d r i l l t h i s ^«11 
traout of the area before -that 

of ; oing geophysical,vorjk i n 
io r to doing any ftirthi* . f i l l i n g , 
plete our geophysical trark or to 
t a six-month extension i n which 



• i r ec to r , 
'.'r-: *M€ 37,stei3 -"«ologic«l Survey 

*-,hro„^h 
V*rv iscr , 

Srates G-^oiepical C irvey 

, c -.CBioenco the dr i ' l imfe j f the next well IT the Unit , TI.is six-month 
*xtens-ofc also allow us addi t ional time In which money may become 
i . '? iUbi<: t n s l l o v £hel l to d r i l l th is sec DI I v i i , 

"'? u consideration and ayproval. of th is six-month extension of 
-.r-'* -sb;.; t.atior accruing under Paragraph 9 • ' " l l be great ly appreciated. 

7ery * r ..iy yours, 

K, W Uantker 
Divisio. i Land Managsr 

late Approvsl_. 
JUN - A 

Acting Dinctor, U. S. Geofcgicst Survey 

BEST AVAILABLE COPY 
4 



June 8, 1962 

Shell Oil Company 
P. 0. Box 1200 
Farming ton, New Mexico 

Re: Cabezon Unit 
Sandoval County, Hew Mexico, 
Request for Six-Month Ex-
tension in which to d r i l l 
second Exploratory Well 

Attention: Mr. P. W. Kantker 

Gentlemen: 

The Comniesloner of Public Lands has of this date 
approved your request for a six coon ths extension from 
June 14, 1962 to December 14, 1962, in which to comply 
with the provisions under Paragraph 9 of the Cabezon 
Unit Agreement. Our approval is subject to like approval 
by the U. S. Geological Survey and the Oil Conservation 
Commission. 

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

Very truly yours, 

E. ;J. JOHNNY WALKER 
COMMISSIONER OF PUBLIC LANDS 

BY: 
(Mrs.) Marian M. Shea, Supervisor 

Unit Division 
SSW/mmr/v 
cc: U. S. Geological Survey 

Roswell, Hew Mexico 

Oil Conservation Commission 
Santa Fe, New Mexico 
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SHELL OIL COMPANY 

Post Office Box' 1330 £^ 
Farmington, New Mexico 

June 6, 1962 

Subject: Cabezon Unit 
Contract No. 1^08=0001-7820 
Sandoval County, New Mexico 
Request for Six-Month Extension 

Srt'-.e of New Mexico 
Oil Conservation Commission 
ivut Office Box 871 
jauta Fe, New Mexico 

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

•-•••.•intlemen: 

As discussed i n 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. 1^-08-0001-7820, for the reasons set out i n 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
dential and i f the Commission is i n agreement with granting us this extension 
we would appreciate your signing i n the space provided and returning to us 
the duplicate copy of this letter or evidencing your approval i n some other 
manner, subject to the approval of the United States Geological Survey and 
the Commissioner of Public Lands. 

Very tru l y yours, 

F. W. Naiitker 
Division Land Manager JEM:BG 

Enclosure 

Six-Mon^h Extension Granted: 

A, L. Porter, Jr. 
Secretary-Director 

cc - State of New Mexico 
Commissioner of Public Lands 
Santa Fe, New Mexico 



SHELL OIL COMPANY 
Post Office Box 1200 

Farmington, New Mexico 

May 8, 196£ 

Subject Cabezon Unit 
Sandoval County, 
New Mexico 

Director, 
United States Geological Survey 
Washington 25, D,C„ 

through 

Supervisor, 
United States Geological Survey 
Drawer I857 
Roswell, New Mexico 

Gentlemen; 

The Unit Agreement fo r the Development and Operation of the 
Cabezon Unit Area, encompassing lands i n Sandoval County, New Mexico, 
was approved by the Acting Director, Unite! States Geological Survey, 
on December 5, 1961 and designated as Unit Agreement No. 14-C8-0001-782C. 

Shell O i l Company, as Unit Operator, d r i l l e d the Shell-Wright 
No. 41-26 well i n the m / k m / k of Section 26, T. 17 N., R. 3 W„, N,M0P,M. 
This well was completed and abandoned as a 'dry hole at a depth of 695?-
feet i n the pre-Cambrian granite on December lU, 196l<, In accordance 
with Paragraph 9 of the Unit Agreement, the next well obligation w i l l accrue 
six months from the completion date of ths Shell-Wright w e l l , or on 
June l k , 196l„ 

I t was our intention t o d r i l l a second well t o the north and west 
of the f i r s t location i n the area of the proposed expansion of th i s Unit t o 
meet the second well obligation. However;, due to an unfavorable f i n a n c i a l 
position, our company now finds that we w i l l be unable t o d r i l l t h i s v e i l 
t h i s year unless we are able to promote a farmcut of the area before that 
time. Further, we are s t i l l in the process of doing geophysical work i n 
the area whi--*.h we would l i k e to complete prior t o doing any further d r i l l i n g . 
Ia ordf?r to allow us s u f f i c i e n t tiizse t c complete our geophysical, work or to 
f i n d a suitable farmout prospect, we request a six-month extension i n which 



Director, 
United States Geological Survey 
through 

Supervisor, 
United States Geological Survey 2 

to commence the drilling of the next well in the Unit. This six-month 
intension would also allow us additional time in which money may become 
available to allow Shell to d r i l l this second well. 

Your consideration and approval of this six-month extension of 
the obligation accruing under Paragraph 9 will be greatly appreciated. 

Very truly yours, 

Original signed by 
F. W. NANTKER 

JEMtBG 
F. W„ Nantker 
Division Land Manager 



SHELL OIL COMPA^ff^f/Cf 

Post Office Box 1200 ' 
rarmington, Nev Mexico 

June 6;1 1962 

GCC 
tit 8 i 9 4 

Subject: Cs.bezon Unit 
Contract No. 14-06-vX 
3s.ndov.5i County, N 

... 7tj.:e 
•ico 

tfeouost for Six •Monti;. Extension 

State of New Mexico 
Commissioner of Public Lands 
Post Office Box 791 
Santa Fe, New Mexico 

Attention Mrs. Marion Rhea 

Gentlemens 

4* 

As discussed in the recent teisphot s conversation betv£-&«n your 
Mrs. Marion Rhea arid James E. Mathews of this office, we are r%su2sting a 
six-month extension of the obligation accruing under Paragraph 9 of the 
Cabezon Unit, Contract No,, 14-08-0001-7820, for the rsasens set cut i n the 
enclosed letter which we hav* already submitted to th* United States Geological 
Survey. 

We would appreciate your keeping th-: contents of this letter confi­
dential and i f the Land Commissioner is i n agreement with granting us this 
extension, we would appreciate your signing In the space provided and returning 
to us the duplicate copy of this letter or evidencing your approval i n some 
other manner, subject to the approval of the United States Geological Survey 
and the Oil Conservation Commission,. 

JEMsBG 

Enclosure 

Six-Month Extension Granted:; 

Date 

very tr u l y your; 

F. W,'Nantksr 
Division Land Manages 

ILLEGIBLE 
E„ So Johnny Walker 
Commissioner of Public Lands 

State of New Mexico ^ T H , S C O P V F 0 R 

Oil Conservation Commission 
Santa Fe, Nev Mexico 

cc 



HAIN OFFICE occ 

March 6, 1962 

Shell Oil Company 
P. 0. Box 1200 
Farming ton, Saw Mexico 

Ra: Proposed Expansion 
Cabezon Ohit, Sandoval 
County, Haw Mexico 

Attention: Mr. F. W. Hantker 

Oentlosee: 

The Cosnissioner of Public Lands haa approved 
your Propoaad Expansion of the Cabases Onit Area, 
Sandoval County, Mew Mexico. 

We are enclosing a copy designated aa your 
"Motieo of Propoaad Expansion" on which has bean 
noted Mr. Walker's approval. 

Very truly yours, 

K. S. JOHNNY HALKBR 
COMMISSION OF PUBLIC LAW 

umfwmh 
encl: 

BY: 
(Mrs.) Maria* M. Rhea, Supervisor 

Unit Division 



ie^ember 3, 1962 

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

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

Attention Mr. A. L. Porter 

Gentlemen: 

We enclose for your information and f i l e s a copy of our letter 
dated October 2k, 1962, on which the United States Geological Survey has 
indicated their approval for a six-month extension of the d r i l l i n g obli­
gation on the second exploratory well under said Unit. The approval of 
this extension was granted on November 27, 1962. 

Very t r u l y yours, 

tTames S. Mathews 
District Land Agent JEM:BG 

Enclosure 



Director , 
United State3 Geologi-al Survey 

Through 
Supervisor, 
United States Geological Survey 

In discussing th i s matter with NT . Anderson i n Santa Pe, we 
pointed th i s out t o hi™ and ae cogger ted ttvat we ask. f o r an addi t ional 
six-month extension on the Cabezon Unit wi th the provision that should 
we f a i l to .ecure the d r i l l i n g of t a i s we l l w i th in the addi t ional s ix-
month period, we w i l l take the necessary steps to terminate the Cabezon 
Un i t . 

Very t r u l y yours, 

• — \ 
F. W. I'antker 

FWH:BG Divis ion Land Manager 

Six-Month Extension Granted: 

NOV 2 7t962 
Date 

Acting Director 
United States Geological Survey 

cc - State of Nev Mexico 
Conaisf ioner of Public lAnds 
Santa Fe, Nev Mexico 

Six-Month Extent* ion Granted, 

Date 

E. £ Johnny Walkei 
Commissioner of Public Lends 

cc - State of New Mexico 
O i l Conservatlor commission 
Santa Fe, Xev Mexico 

Six-Month Ext.ensior Granted; 

Date 

A. L. Porter, Jr. 
Secretary-Director 

4is 
•"V/ 

ILLEGIBLE 



SHELL OIL COMPANY 

Fost Office Box 1 ?Ov 
Farming or Ne- texj -c 

Contract No, in 08 0001 ?&'jC 
S^nlov&i County, Nev Mexico 

Director, 
United States Geological Survey 
Washington 25, D.C. 

Througr. 

Supervisor, 
United States Geological Survey 
Drawer L?57 
Rofvreli, New Mtv.ico 

Gentlemen 

On May 8, I962 we di-ected a I-
* States Geological Survey, Washington %s 

United States Geological Survey, r-<osweli 
Commissioner of Public Lands of *ne Statt 
O i l Conservation Commission. By th is le-
extension of time i n which to meet ou- s-
eubject Ur.i t . This extension was grrante>: 
^wate£ - G-< ̂ log ica l Survey u*»ced June x-
of Public Lands and the Oil Conservation 

OPT. ,962 

MEX/CO 

t t e r to the Director United 
L' . i . ' . 7 through the Supervisor, 
Nev Mexico, carboning the 
of Hew Mexico and the New Mexico 

ter we requested a six-month 
cend wel l obl igat ion under the 

by response from the United 
ur., and from the Commissioner 
Commie5ion dated June 8, 196^0 

Recently we discussed with Mr- Anderson of the UcSoG.S, the 
d r i l l i n g of a second we l l rhe propo.-'iC. Expanded Unit Area, but due to 
the unfavorable economic outlook to the inauspicious time for auction­
ing our offshore acreage o f f Leui-.ana t r : t March, our company finds i t s e l f 
strapped fo r mo:-jv to do ' *p lor .* • d r i . i i n g i n the Ro-ky Mountain ares 
when i t le s" heavily cunm.tted - -he uisiana offshore area. Consequent iy 
we hav*» been t r y i n g t : i>romote tr,. r wt>l i by the ure of outside capi ta l ar.d 
have to date found som-.- enc ourage.ner.t. -

ILLEGIBLE 



SHELL OIL COMPANY 
Post Office Box 1200 &63 to*. 

Farmington, Hew Mexico ' ' 

November 19, 1963 

SO PH 

Subject: Cabezon Unit 
No. lU"08-0001-7820 
Sandoval County, New Mexico 
Request for Termination 

State of New Mexico 
Commissioner of Public Lands 
Post Office Box 791 
Santa Fe, New Mexico 

Attention Mrs. Marian Rhea 

Gentlemen: 

On December 3S 1961; Arthur A. Baker,, Acting Director of the 
United States Geological Survey, Washington, D. C, approved the Cabezon 
Unit and designated i t No. lU-08-0001-7820. The Commissioner of Public 
Lands of the State of Nev Mexico granted their approval of this Unit on 
November 28 s 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 l6th day of April., 1963. 

The Shell Oil Company has d r i l l e d two unsuccessful tests on 
this Unit and we now feel that further exploration would be inadvisable. 
In this connection we are forwarding for your approval two copies of a 
Request for Termination 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 w i l l note following examination of this paper that five of 
the working interest owners have executed this termination. I f should 
be noted here, however, that these working interest owners represent 
approximately ninety-six percent of the t o t a l of the working interest 
involved. 



State of New Mexico 
Commissioner of Public Lands MAIN OFFICE OCC 2 

I f 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 i n order that we may have sufficient copies to for-
ward to the United States Geological Survey when we request their formal 
approval. I t should be noted here for your information that the Roswell 
office has indicated verbally that they have no objection to this termination. 

cc - State of New Mexico (w/o enclosure) 
Oil Conservation Commission 
Post Office Box 871 
Santa FeP New Mexico 
Attention A„ L. Porter s Jr. 
Secretary=Director 

Very tru l y yours, 

JEM:GL Division Land Manager 



November 27, 1963 

Shall Oil Company 
P. 0. Sox 1200 
Farmington. Hew Mexico 

Ret Cabezon Unit 
Sandoval County, New Mexico 
Request for Termination 

Attention! Mr. F. ft. Nantker 

Gentlemen t 

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 Cabason Unit, Sandoval County, Mew Mexico, for 
the termination 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 Cabeaon Unit should be November 29, 1963, upon 
approval by the Commissioner of Public Lands aad 
the Director of the United States Geological Survey, 
however, we wish to be immediately advised as to the 
effective date. 



Shell Oil Company-
Attention: Mr. F. W. Nantker 
November 27, 1963 
- page 2 -

•;;.•% J. -> 
The Commissioner of Public Lands approves as of 

this date the termination of the Cabezon Unit Agreement, 
subject to like approval oy the United States Geological 
Survey. 

Upon approval by the United States Geological Survey 
please furnish this office a fully approved application 
with the effective date of such termination shown. 

Very truly yours, 

E. b. JOHNNY WALKER 
COMMISSIONER OF PUBLIC LANDS 

BYs 
(Mrs.) Marian M. Rhea, Supervisor 

Unit Division 

£SW/ramr/v 
cc: 

United States Geological Survey 
P. 0. Drawer 1857 
Roswell, New Mexico 
Attentions Mr. John A. Anderson 

Oil Conservation Comuussior, 
P. 0. Box 871 
Santa Fe, New Mexico 



November 28, 1961 

Shall Oil Company 
III, 0. Box 1200 
Farming ton, New Mexico 

Re: Cabezon Unit 
Sandoval County, 
Mew Mexico 

Gentlenem 

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

We are retaining one copy of this document and hand-
lag Mr. R. L. Freeman nine copies of this document together 
with a Temporary Receipt in the amount of $190.00. 

we will mail Official Receipt in the amount of $190.00 
at such time as i t is Issued by this office. 

Very truly yours, 

E. S. JOHNNY WALKER 
COMMISSIONER OF PUBLIC LANDS 

SSVAemr/v 
Encl: 
cc: Oil Conservation Commission 

Santa Fe, New Mexico 

U. S. Geological Survey 
Roswell, New Mexico 



G O V E R N O R 

E D W I N L . M E C H 1 M 

C H A I R M A N 

%bAt of ̂ efo J f e i m 

@il Conurbation Commission 
L A N D C O M M I S S I O N E R S T A T E G E O L O G I S T 

E . S . J O H N N Y W A L K E R A . L . P O R T E R , J R . 

M E M B E R S E C R E T A R Y — D I R E C T O R 

» . O. B O X 871 

S A N T A F E 

November 3, 1961 

Re: 

Nr. Oliver Seth 
Seth, Montgomery, Federici & Andrews 
Box 828 
Santa Fe, New Mexico 

Case No. 2407 
Order No. R-2113 

Applicant: 

Shell O i l Company 

Dear S i r : 

Enclosed herewith are two copies o f the above-referenced 
Commission order r e c e n t l y entered i n the subject case. 

A. L. PORTER, J r . 
Secretary-Director 

i r / 

Carbon copy of order also sent t o : 

Hobbs OCC x 

A r t e s i a OCC 

Aztec OCC x 

OTHER 



SHELL OIL COMPANY 
Post Office Box 1200 

Faming ton, New Kexico 

Septenber 11, 1)61 

IP 1 

Subject: Cabezon Area 
Proposed Cabezon Unit 
Sandoval County, Nev; Mexico 

O i l and Gas Conservation Go:;miission (3) 
State ox Nev; Mexico 
State Land Off ice Building 
Santa Fe, New Mexico 

Gentlemen: 

Pursuant to the telephone conversation between your Messrs. 
Porter and Nutter and our Mr. Nantker, v;e earnestly request that you 
place our application for the Cabezon Unit Area on your calendar f o r 
the October A, 1961 Examiner Hearing. We enclose land maps of the pro­
posed Unit Area, which we intend to name the Cabezon Unit. The Unit 
w i l l embrace a t o t a l of 22,742.57 acres, of which 17,84-6.03 are Federal, 
3,207.72 State, and 1,638.82 Fee acreage. 

We attach as Exhibit "A" hereto a description of the acreage 
which w i l l be embraced i n the Unit Area. We also attach three copies 
of the area and depth l e t t e r which we received from the United States 
Geological Survey, which l e t t e r i s i n error as to the t o t a l acreage 
w i t h i n the Unit. In addition, we enclose three copies of our Application 
for Approval of Designation of Unit Area. 

Presently we w i l l forward a copy of the Unit Agreement for your 
examination, and w i l l be prepared to present our geologic data at the 
October 4th hearing. 

Very t r u l y yours, 

W. J&ntker 
Division Land Manager FWN:BG 

Attachments 



EXHIBIT "A" 

Proposed Cabezon Unit 
Sandoval County, few Mexico 

Tract Hoo Description H6e Acres 

Township 17 North. 3 Wft«t.. N.M.P.M. 
1 Section 10s E/2 SW/4. 

Section 20s W/2 SW/4 160.00 

1 Section 10: W/2 Stf/4 
Section 20 J E/2 SW/4 160.00 

2 Section 10: SE/4. 
Section 20* SE/4 320„O0 

3 Section 10: N/2 320c00 

4 Section 27? M/L 160.00 

5 Section 13s SE/4 
Section 24: N/2 
Section 25? A l l 
Section 26: SW/4 SE/4, SE/4 SW/4 
Section 35 s N/2 IES/4 1280*00 

6 Seetion 12s A l l 64O0OO 

7 Section 19: SE/4 
Section 34* E/2 SE/4 24O0OO 

8 Section 9* SE/4 
Section 28: SE/4 320oQ0 

9 Section 9: SW/4 
Section 19: lots 1 .2 , E/2 Rl/4 
Section 27: SW/4 
Section 34 J S/2 m/L 56O0OO 

10 Section 19: Lots 3, 4 S E/2 SW/4 
Section 28% SW/4 
Section 34s w/2 SW/4 399 084 

Townahip 16 Berth? Range 3 West, N.M.P.M. 
Section 3t Lots 17^7174. , S/2 N/2, S/2 (Al l ) 
Section 4: lots 1, 2, 3, L g S/2 N/2 
Township 17 forth. Range 3 West, H.M.P.M. 
Seetion 35: W/4, s/2 HE/4, S/2 1532 „ 20 

Section 29? A l l 
Section 30? Lots 1, 2, 3„ 4, E/2 W/2, E/2 (All) 
Section y\ i Lots 1, 2 S 3 8 L, E/2 W/2? E/2 (AU) 
Seat-ion 33.5 A l l 25f59o63 



EXHIBIT ! !An BEST AVAILABLE COPY 

Tract Bfo, &§2£i£&°& ..Z&zkim* 

Tcvnahip 16 Ssi^n- Baru?e 3 Hest^-&M*P».&. 
;3 Section "Z7 S/2 320.GO 

Tcvnghis, 1r^,,fbrth?^Kange. 3 HestyH.M.P.M., 
1A Section I I " SW/4 " 

Section 26 - Si^A SWA 200,00 

Township V~:_ forth ,_Ranga_ 2. Viest^ jjJj.P^M., 
5 Section T 9 J W ' i '!6Q„00 " 

to 

Township. t ? ̂ r th,Bangc; 1J«gstH.M.PJK., 
Seotion~U A i l 
Section 20: E/2 
Section 22• A l l 
Section 23; N/2 192C.0Q 

Section 11 = F^2. Sv? * •? ffi?A 
Section f j s 1/2 W/4 ' 
Section 15 J KU-
Sectior, 17* AB, 
Section l \ . All, 2560.00 

Section U i iS/4 32/4, noA &f/4 
Section 23; HE/4 MS/A3 r ^ A W>+* m / ± K-A 

SW/4 SW/4 
Section 27: SW/4 BE/4, £B/4 HS/4 320,00 

19 Section 1 \ : m / k m / L 40*00 

Township i? JSprfch.Jange 2."est- N.M.P.M. 
20 Section l"!T" i/2~V:/2 ~ ',60*00 

Township 17 iforth, Range 3 West-.,.3jUH*?.H„ 
21 Seetion 1.3 C Stf/TowA 

Section 2J: N&A HW/A, Ei/4 SW/4 
Section 27: SW/4 H6/4. 160*00 

22 Section 19; 
Seetion 27$- SE/4 
Section 34: 

SE/4 
s/2 KW/4 400e.OCs 

23 Section 23i SEA SEA, S3 A * E/2 SW/i 
Section 26: KE/4 440*00 

24 Section 13: Ki/4 NE/4, 3/2 NE/4, SW/4 
Section 23: W/2 NE/4, SE/4 HW/4 
Section 26J NW/4 SW/4 
Section 27 s HE/4 W 4 480o00 

ILLEGIBLE 



EXHIBIT ' A" BEST AVAILABLE COPV 

Tract Ho. S§££dBM2II S2^i£E£S 

Township 16.Norths Eaage .3 Sest >„,a ?«.P.jL. 
25 Section is Lots 1, 2 ? 3, 4« S/2 S/2, S/2 ( a l l ) 649,60 

Township 17 Sorth, Hangs 2 West, H.M.P.M. 
Section 19s H/2 SW/4 
Section 30: Lots 1, 2, 
Section 31: lots 1,2 

4§ . . | f c^^gaPSg-2 West. 

26 

t ion 6: Lots 1, 2, 3..4 296.54 

& E f f l 3 f e ^ 2 J & ^ ^ > m 3 West, N.M.P.M. 
2? Sec t ion! ' : S{/4 4OO00 

Tovnsl^p,,6 J^grfch v JFe nro . Mjtest, N.M.r.M... 
28 Section 6: The Uusiu-vey-id lands l y i i r j outride the 

M & 5: Mont-v::, Grant and i n ths Cjo Bel 
Espiritu S&r- ja Grant: 

Beginning at a point on t"o east boundary of tr-- M & S 
Montoya Grant, f roa t-;hie;-- ths closing corner of factions 
7 and 8, T. 16 2 si,, N.M.P.M.. bears 89°-58 £ E. 
3*97 chains distant; thcr. -9 along the east boundary of 
the M & 5 Montoya Grant a; follows: JI 7°-0« E 13.0 chains 
distant; II 37°~A5f E 3,5 chains distant; 2; 49°~30f 3 
11.0 chains distant: E 25°-30* E 13.0 chains distant; 
N 65°-00 £ S 13.0 chains distant; H 45°-15 l E 12*0 chains 
distant; H 60°-IS 1 E 13.30 chains distant; If 29G-30 t E 
10o40 chains distant: the. ice south 61.50 chains to what 
w i l l be, when surveyed, t ie corner of Sections 5. 6. 7 
and 8. T. 16 N. 3 R. 2 V . 5 3.M.P.M.J thence west 56.03 
chains to point of beginning. 

196.06 

Township 17 Borth-, R3ng;e_/;. Jje_st, Jj.M.PgM. 
29 Section 25: A l l " ' " " " " ~~ 640,00 

Township 17 garth> Range 3 West., N.M.P.M^ 
30 Section 16: E/2 KW/4 ' " 80.00 

31 Township .^17 Jfcrth, Range JL Ifest. .N.M.P «M. 
Section 16: mfiCT mfa 
Sec-Won 32i EE/45 -S*A 
Township 17 Horth. Range 4 West, S.M.P.M. 
Section 36: HE/4 -SH/4 960,00 

Township 17 Norths Range 3 Vlest̂  g.M.P.M. 
32 Section 16; W/2 m/U 

Section 32s W/L, SE/4 560.00 

ILLEGIBLE 



EXHIBIT "A!r 4 

Descriv)tipn * Ho, Acres 

;.v jtange 3 West.- H.M.P.M^ 
Section 36 s i l l " " " "~ " 640,00 

Township 16 Korth< Jkn.cce 3 i'est, M«M.3'.Mt 

34 Section 2T'~ I^ts I T ^ V " V 4T"s72 H/2 ;Ts/2 {Aji.) 647.72 

•3 7 

Section 36: S</4» SB/4 320,00 

Towaship/V? Ea r th fhu i r e 3 /Jagt, ..HJLP 

Section 24: SE/4 ' 160,00 

Township 17 Eorth. Ranca 3 Host. 
Section 34;"' W ? A ' J / 2 X 320,00 

3& Section 26: £ / / / , 33/4 " . 1-2 SE/4, 
SV4 dI /4 ' " 320 „ 00 

goj-rasfcip j t p j f e r t h . Rg.n~6 2Jf3St, JT,H,3; 

39 Beginning at ths soutnoast corns.- of l o t 
Section 6, 7. l i h i , 1 j , , K.M.P..M., thence 
north along the uost boundary of the M & S Montoya 
Grant 249*012: chains to s point on the south l i n e 
o f Section 19, r . 17 H„, 3, 2 W«. i;.M.P.M.f thence 
east a lon j soutii l i ne c f said foe t i o n 19 35.38-:-
chains t - ths ': '/. COKICC; thence scuta '167,63 
chains; thence ^ a - i 2i>3i chains: thence eouth 
19*33 chains tc a ; ;oini -u the southeasterly 
boundary of ths hi h- 3 l-.'or toya Grant: thencs's 
29°-30 f V IO, / chr-in?: = S 60°'-15 r U 13,3 ehnAvis; 
thorn* 3 45--15 { 3 12.0 chains; thsncs 3 65°-O i V? 
13,0 chains: thoncs i 25 c -30 1 K 13.0 chains; thenevs 
S 49°-30 c *J 11*0 chains; thence ,5 8?°~45 r W 3*5 
chains; thence 8 *P-C; L 13.0 chains; thence M 
39°-5S e W 3*97 ehr.ins tc the point of beginnings 

Section 13: U, 2 3/2 

BBS ,S2 

160,00 

Section 19: Lots 3 ? 4 52*11 

ILLEGIBLE 



SHELL OIL COMPANY 

Post Office Box 1200 
Farmington, Nev Mexico 

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

ited States Geological Survey 
shington 25, D. C. 

hrough 

cervisor 
..ited States Geological Survey 
svell, Nev Mexico 

. tlemens 

Shell Oil Company hereby requests approval of Application for 
Agnation of Unit Area and Preliminary Approval of Form of Unit Agreement 

the above-captioned Unit. 

The proposed Unit Are» comprises 25,636.65 acres, of vhich 21,380.11 
es are Federal lands, 2,567.72 acres State of Nev Mexico lands and 1,688.82 

-as patented fee lands. The Unit Area is outlined on the attached Ijffld Owner-
jp Map vhich ehovs the acreage in the tracts comprising the Unit Area. jQso 
cached find a schedule listing in sequence the serial numbers of a l l Federal, 
ate and fee leases vithin the Unit Ares. 

We propose to d r i l l a test veil to a depth sufficient to penetrate 
-j Cambrian rocks or to a depth of 7300 feet, vhichever is the lesser, unless 
.tized substances in paying quantities are found at a lesser depth. 

Ve are also requesting preliminary approval of the form of Unit 
"se&ent and hereby advise you that ve intend to foUov the Standard Form as 
7v±ded in 30 CFH 226.12 vith currently required modifications pursuant to the 
andard Form of Unit Agreement revised June, 1957. Such form v i l l contain only 
•:h revisions as might be required by your office. 

In justification of the proposed Unit, ve attach in triplicate a 
••Jlogical report prepared by E . G. Hoskins, District Geologist. A structure 

ILLEGIBLE 



^rector 
v.ited States Geological Survey 
asnington 25 s D. C. 

through 

upends or 
hi bed States Geological Survey 
'••jsveilp New Mexico 

•ap on the base of the Pennsylvanian structure (seismic) accompanies this 
eport. We request that the information contained in the report and shown 
.h;; map be treated as confidential. 

lour earliest consideration of this Application is respectfully 
sou ss ted. 

Very t ru ly yours, 

SHELL OIL COMPANY 

F. "W. Nantker 
Division Land Manager ÎFsMPD 

ittachments 

ILLEGIBLE 



SCHEDULE OF UNITED STATES OIL AND GAS LEASES 

SF-080520 NM-O30O16 
SF-O8052O-A NM-O406Q6 
NM-03158 NM-046798 
NM-06878 HM-05C160 
NM-OIO884 NM-055534 
NM-010886-B NM-056477 
NM-01U25 NM-057454 
NM-01I445 NM-061524 
NM-012325 NM-06I524«A 
NM-018178 
NM-021000 NM-081244 
NM-023907 NM^082403 
NM-023907-B NK-0134986 
Htt-023907-C ' ' NM"0i501l6 
NM-023907-B NM-0153820 
NM-023913 NM-016H06 
NM-023916 NM-0161407 
NM-028170 NM-C161469 

NM^0168898 

SCHEDULE OF STATE OF NEW MEXICO LEASES 

E-2291 
E-908-j 
K-1448 
K-I449 
K-1496 

SCHEDULE OF PATENTED FEE LEASES 

Goodner (C,) 
Gurule, et al 
Lovato (A.) 
Montoya (M.&S.) 



Sneii 01- Cocpany 
Post Office box 1200 
KumJ-ngton, '.lev Mexico 

Attention: Mr. J. V. lentker 
Gentlemen: 

Your application of July 26 filed with tae Oil and Gee Supervisor, 
Roewell, ;«ew Mexico, requested the designation of 25,636*65 acvee, 
more cr leas, Sandoval County, Nev Mexico, as logically Subject to 
exploration and development under the unitization provision* of t t * 
Mineral Leasing Act, a* amended. 

Pursuant to unit plan regulation* of December 22, 1950, 30 Cfl 286.), 
(1961 reprint), the land requested, as cutlined oc your land sap of 
tne Cabecor. unit, Sandoval County, Nev Mexico, is hereby designated 
as a logical unit area, provided, the ft 1lowing lands are omitted to 
n.ore nearly conform tc your presentation: 

I . 16 N., R. 3 W. 
All lands in aeca. 5> ''» 8, 17, and 18 

1 . 16 i'<., H. >+ W. 

Ail ". ands in sees. U- m d 13 

Jonsequent ly, the aret. her^ beii.^ designated contains 20,173.86 s o m , 
•acre 1 r I t s - . 

Any unit agreeiuent submitted for the area designated should ni <wMH feV 
the initial exploratory well to penetrate the Cambrian rocks. Of tt> • 
depth of 7,300 feet. The attached copy of the I96I reprint of tftst 
standard fore of unit agreement should be used, with only the folleVtmg 
modifications: 

1. The "Fair kploymant" sect lor of the 196l refrlat risflmi 
be replaced with the follovitig nev section! 
"Nondiscrimination. In the performance «f veBfc earner 

> f this agreement, the operator agrees to comply ritm Ifee) 
nondiscrimlnation provisions of Ixecutive OseVei lQQtf 
(26 F . R. 1977J." 

2. The language required by the State of lew Mfatleo ememM mfj 
added appropriately. 

In the absence of any other type of lead requlrlmg emeelel fMVftliMm» 
or of any objections not now apparent, a duly emexmtm* mfjmmsmmmt 
identical with said form, modified only as outlimed shSM, wi l l %* 
approved i f submitted in approveble statu* within e ŝ mmWsmMa) pHS)Pi 
of time. However, the right is reserved to demy emmpemsl «f 

ILLEGIBLE 



•x*cut«d my* mm' seaadtted efcUfc, la ew ejmmle*, 4mm mm 
have the full coamttBtttt of sufficient leads to afford effective 
control of unit operations. 

When the executed aejeeaent is transmitted to the Oil ami Qas 
Supervisor for approval, include the latest stetu* of all 
The format of the eample exhibit* attached to the 1961 leaflet af ^ 
the standard form should be eloeely followed in preperatioa of f 
Exhibits A and B. 

Very truly yours. 

Aetimf Director 

i 
i 

ILLEGIBLE 



J . O. SETH 
A. K. MONTGOMERY 
OL IVER SETH 
W M . F E D E R I C I 
FRANK ANDREWS 

S E T H , MONTGOMERY, F E D E R I C I & ANDREWS 
A T T O R N E Y S A N D C O U N S E L O R S AT LAW 

301 DON GAS PA R AVENUE 

SANTA FE, NEW MEXICO POST OFF ICE BOX 8 2 8 
T E L E P H O N E YU 3 -7315 FRED C. H A N N A H S 

G E O R G E A . G R A H A M , JR . September 14, 1961 

New Mexico Oil Conservation Commission 
Santa Pe, New Mexico 

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

Re: Cabezon Unit 

Gentlemen: 

Please consider this letter a request by Shell Oil 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. 
Wf of Sections 18, 19, 30 and 31 

In Township 17 North, Range 3 West, N.M.P.M. 
Si of Section 9 and 
All of Sections 10 through 36, inclusive 

In Township^North, Range 4 West, N.M.P.M. 
All 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 

Such portions of the M and S Montoya Grant and the Ojo 
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. 
i f the United States survey system were extended into the 
said grants. 

and also 



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

I t i s proposed that a l l formations be unitized, the unit area to 
include federal, state and fee lands. 

I t i s proposed that the i n i t i a l test well be d r i l l e d u n t i l the top 
of the Cambrian (Devonian) has been tested or a depth of 7300 feet 
reached. 

The unit agreement i s i n the usual form and copies w i l l be submitted 
to the Commission and to the Land Commissioner. 

I t would be appreciated i f t h i s matter could be set down for hear­
ing. 

OSrwcl 

cc: Mr. Leslie Kell 
Shell O il Company 
1003 West 6th Street 
Los Angeles 54, California 

Mr. R. R. Robison 
Division Manager 
Shell O i l Company 
P. 0. Box 1200 
Farmington, New Mexico 

Very t r u l y yours, 

SHELL OIL COMPANY 

... / u 



M O N T G O M E R Y . F E D E R 1 C * a A N D R E W ? 

T T - O R N E Y S A N D C O U N S E L L O R S + - L i .W 

P 3 BOX 8 26 

September 1-+, 1961 

AVAli ,: 

Nev Mexico oil Conservation eowaiaslon 
Santa Fa* Hen Mexico 
Attention: Hr, A. L. Porter, Jr. 

Secretary-Director 
R#? Cabeson Unit 

Oentleaen: 

Please consider this letter a request by Shell Oil Company for 
approval of the Cabeson unit which is proposed by Shell to include 
the following described lands; 

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

In Township 17 North, Range 3 Vest, N.M.P.M, 
Si of Section 9 and 
All of Sections 10 through 36, inclusive 

In Township North, Range 4 west, N.M.F.M, 
All of Stations 25 and 36 

In Township 16 North, Range 2 West, N.M.P.M. 
All of Section 5 

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

and also 

Sueh portions of the M and 3 Montoya Grant and the OJo 
del Bapiritu Santo Qrant 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 siarvey system were extended into the 
said grants. 



New Mexico oil Conservation septesfce* 1̂ , 1961 
CkKS&lsalon - Page 2 

ing. 

very truly yours, 

SHELL OIL COMPANY 

OSswel 
oc: Mr. Leelie Kail 

Shall Oil Cowpany 
1008 west 6th Street 
S T Angeles 54, California 

Mr. R. R. Bohl*°« 
Divieion Manes** 
Shell Oil eoegany 
p. 0. Box 1200 
Partington, New Mexico 



SHELL OIL COMPANY 
Post Off ice Box 1200 

Famington, New Mexico 

September 11, 1961 

v 
c 

Subject* Qabezon Area 
Proposed Cabezon Unit 
Sandoval County, Sew Mexico 

Oil and Gas Conservation Commission (3) 
State of Beu Mexico 
State Land Office Building 
Santa Fe, New Mexico 

Gentlemen: 

Pursuant to the telephone conversation between your Messrs. 
Porter and Nutter and our Mr. Nantker, we earnestly request that you 
place our application for the Cabezon Unit Area on your calendar for 
the October 4, 1961 Examiner Rearing. we enclose land maps of the pro­
posed Unit Area, which we intend to name the Cabezon Unit. The Unit 
will embrace a total of 22,742.57 acres, of which 17,846.03 are Federal, 
3,207.72 State, and 1,688.32 Fee acreage. 

Ve attach as irjchibit *A* hereto a description of the acreage 
which will be embraced in the Unit Area. We also attach three copies 
of the area and depth letter which we received frost the United States 
Geol ->;iical Survey, which letter i s in error as to the total acreage 
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 preparec to present our geologic data at the 
October 4th hearing. 

Very truly yours, 

f. W. Nantker 
Division Land Manager F¥N:BG 

Attachments 

^ AVAR 



EXHIBIT "An 

Proposed Cabezon gait 
Sandoval County. Hew Mexico 

Description HoB Acres 

Township 17 North. Range 3 West. N.M.P.M. 
Section 10: E/2 SW/4. 

Section 20: W/2 SW/4 160.00 

Section 10: W/2 SW/4 

Section 20: E/2 SW/4 160.00 

Section 10: SE/4 

Section 20: SE/4 320.00 

Section 10: N/2 320»O0 

Section 27: M/L 160.00 
SE/4 
N/2 

Section 13: 
Section 24: 
Section 25: All 
Section 26: SW/4 SB/4, SE/4 SW/4 

Section 35s N/2 NE/4 1280.00 

Section 12: AH 64O0OO 

Section 19: SE/4 

Section 34: E/2 SE/4 240.00 

Section 9: SE/4 
Section 28: SE/4 320.00 
Section 9i SU/4 
Section 19: lots 1, 2, E/2 HW/4 
Section 27: SW/4 
Section 34* S/2 Htf/4 560o00 
Section 19: Lots 3, 4 ? E/2 SW/4 
Section 28: SW/4 
Section 34* W/2 SW/4 399084 

Township 16 Bbrth. Range 3 West, N.M.P.M. 
Section 3: Lots 1, 2, 3, 4, S/2 N/2, S/2 (All) 
Section 4i Lots 1 ,2 , 3, 4, S/2 N/2 
Township 17 North. Range 3 West. N.M.P.M. 
Section 35 i HW/4, S/2 NE/4, S/2 1532.20 

Section 29s All 
Section 30: Lots 1 ,2 , 3, 4, E/2 W/2, E/2 (All) 
Section 31 s Lots 1, 2, 3* 4, E/2 W/2, E/2 (All) 
Seetion 33s All 2559„68 



EXHIBIT "A" 

Tract BOE ^ascription , Sr» .Acres. 

Township 'j6 t?^vth- gange 3 West. N.M. PlsJL 
13 Section " i s S/2 ~" ""' " 320*CO 

Township.. 1.?,.Ncroa, Range 3 West ̂ N.M.P.M.. 
IA Section 24? SW/4 

Section 26; SN/A SW/4 2C0„00 

Township. 1.7 forth. Range 2 west, ?Ui,.?.M,. 
'i5 Section 19: * ' " i60eG0 

Township 'j? North, ?£x^e 3_Wes.t>. JJ.H«-P»M«. 
16 Section 14s A i l 

Section 20: N/2 
Section 22; A l l 
Section 23J N/2 1920,00 

IT Section I H F/2 . PV V-, s •.> Ntf/;.. 
Ssction »3s N/2 HI/4 
Section 151 
Seetion 17i A l l 
Section k i a A l l 2560.00 

18 Section 13« NE/4 NS/4. KW/4 
Section 23? NE/4 NB/4, >?/4 M / L . SW/4 B-r/4-. 

SW/4 SW/4 

Section 27 s KW/4 25/4, -6S/4 NE/4 320*00 

9 Section I t : W./L W./L 40,00 
Township ,17 North .> Range 2 "est,* JL11« .Sjlk 

20 Section W T E?2 ~" "" ~ ' 160.00 

21 Seetion 13-
Section Zjx 
Section 27s 

22 Seetion 19s 
Section 27s 
Section 34s 

23 Section 23s 
Section 26s 

24 Section 13; 
Section 23: 
Section 26: 
Section 27: 

Township V 7, fib r th •. ^Rartge 3 We at r_E<M.P.Mr 
w/TlW/4 

I6O0OO 

400,00 

440c00 

48O0OO 



EXHIBIT "A" 3 

Tract No. Description Noy.̂ Acres 

Township 16 North, Range 3 West ...N.M.P.M. 
25 Section Is Lots 1, 2 S 3, 4-. S/2 N/2. S/2 (Al l ) 649.60 

Township 17 North. Itemge 2 West. N.M.P.M. 
26 Section 19: N/2 SW/4 

Section 30: Lots 1, 2, 
Section 31t Lots 1, 2 
Township 16 North, Range 2 West. .N.M.P.M. 
Section 6: Lots 1, 2 r 3, 4 296.54 

Township 17 North, Range 3 Westf N.M.P.M. 
27 Section 11: NE/4 K^/X 40.00 

Township ,1.6 Norch, jRango 2 West,..N.H.P.M, 
28 Section 6: The unsurveyed lands lying outside the 

M & B Kontoya Grant and i n the Ojo Del 
Espiritu Santa Grant: 

Beginning at a point on the east boundary of the M & S 
Montoya Grant, from which the closing corner of Sections 
7 and 8, T. 16 N. . R. 2 N.M.P.M., bears S9°-58 c W. 
3.97 chains distant; thence along the east boundary of 
the M & S Montoya Grant as follows: K 7°-0 6 E 13.0 chains 
distantj N 37°~45 r E 3-5 chains distant; N 49°~30( E 
11.0 chains distant; N 25°-3QE E 13.0 chains distant; 
N 65°-O06 E 13.0 chains distant; N 45°-15 ( E 12o0 chains 
distant? N 600-15' E 13.30 chains distant; N 29°-30 c E 
10o40 chains distent; thence south 61.50 chains to what 
w i l l be, when surveyed, the corner of Sections 5, 6, 7 
and 8, T. 16 N. , R. 2 W.« N.M.P.M.; thence west 56,03 
chains to point of beginning. 

196.06 

Township 17 North, Range 4 West. H.M.P.M. 
29 Section 25: A l l ~ ~" 640.00 

Township 17 North. Ranefe 3 West. N.M.P.M. 
30 Section 16s E/2 m/L " 80000 

31 Township 17 North. Range 3 West. N.M.P.M. 
Section 16: NE/4, SW/4 
Section 32: M/L3 3#/l 
Township 17 ,Borth, Range 4 West, N.M.P.M. 
Section 36:NE/4 SW/4 960.00 

Township 17 North, Range 3 West, N.M.P.M. 
32 Section 16: W/2 m/L 

Section 32: NW/4, SE/4 560.00 



Tpwaship 17 Sforth, Range .Jjjeat, K.M.P.M,, 

Section 36: A l l 640*00 

Section 2; Lets 1, 2. >? A, S/2 N/2, S/2 (Al].) 64-7.72 

Section 36: E-f/4* SS/4 320,00 

.Section 24.: SE/4, 160.00 

Township l7JTcrth, Rer̂ e 3 Eest. E.K.P..M,. 
Section'34: l i ^ ' T i ^ ' s #£,~W7T SEA 320.00 
Section 26: fir?/A, HS/.4. x:/4, E/2 SE.A, 

SE/4 SE/4 ' 320.00 

Beginning at tne sout-ioa , t cores.*- of lo t 4.. 
Section 6, T« 16 Tu :l V!,, fT.H.P..M.Jt thence 
north along the west bcu \d'ary of the M & S Montoya 
Grant 243.01+ chains .-. point on the south l ine 
of Section 19, T» 17 5,. R« 2 W., K.M.P.M.j thenee 
east along south line of said Section 19 35.38j; 
chains tc the S 1/4. corn' v; thence south 167*63 
chains; thence earh 24,3.:. chains; thence south 
19. S3 chains tc a point r.a the southeasterly 
boundary of the K 3: ~ i-butoya Grant: thence S 
29°--30t W 10.4 chains; t^enos S 60°~15' W13~.3 chains; 
thence S 4~°~15 t H 12.0 chains; thence S 65°--Ot W 
13*0 chains; thence S 25r'~30f W 13.0 chains; thence 
S 49°~305 W 11*0 chains; thence -S 8?°~45 c W 3«5 
chains; thence S 7°-0 l K 13.0 chains; thenee N 
89°~53< N 3,97 cfeaias tc the point of. beginninge 

888,82 

ImsM&Jl^^sjmm 2 wast. E.M.P.M. 
Section 18: W/2 W/2 160.00 

Township 17 .North^Jaajge. 2W9gt. H.M.P̂ M> 
Section 19: Lots 3 ? 4 52,11 



SHELL OIL COMPANY 

Post Office Box 1200 
Farmington, Nev Mexico 

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

Erector 
United States Geological Survey 
Washington 25, D» C« 

through 

Supervisor 
United States Geological Survey 
Roswell, New Mexico 

Gentlemens 

Shell Oil Company hereby requests approval of Application for 
resignation of Unit Area and Prelininary Approval of Form of Unit Agreement 
for the above-captioned Unit. 

The proposed Unit Are* comprises 25,636.65 acres, of which 21,380.11 
a;re6 are Federal lands, 2,$67«72 acres State of New Mexico lands and 1,688.82 
aures patented fee lands. The Unit Area is outlined on the attached land Owner­
ship Map vhich shows the acreage in the tracts comprising the Unit Area. .Also 
attached find a schedule listing in sequence the serial numbers of a l l Federal, 
.state and fee leases within the Unit Area. 

Ve propose to drill a test well to a depth sufficient to penetrate 
*.ne Cambrian rocks or to a depth of 7300 feet, whichever is the lesser, unless 
uilitized substances in paying quantities are found at a lesser depth. 

Ve are also requesting preliminary approval of the form of Unit 
Agreement and hereby advise you that ve intend to follow the Standard Form as 
provided in 30 CFR 226.12 with currently required modifications pursuant to the 
Standard Form of Unit Agreement revised June, 1957. Such form will contain only 
•such revisions as might be required by your office. 

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

ILLEGIBLE 



Director 
United States Geological Survey 
Washington 25, D. C. 

2 

through 

Supervisor 
United States Geological Survey 
Roswell, New Mexico 

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

lour earliest consideration of this Application is respectfully 
requested. 

Very truly yours, 

SHELL OIL COMPANY 

F. ¥. Nantker 
Division Land Manager RLF :MPD 

Attachments 

ILLEGIBLE 



SCHEDULE OF UNITED STATES OIL AND GAS LEASES 

SF-080520 NM-030016 
SF-O80520-A NM-04.0606 
NM-03158 NM-GA6798 
NM-06878 NM-O5OI6O 
NM-01088A NM-055534 
NM-010886-B NM-056477 
NM-011425 NM-057A54 
NM-01LW5 HM-06152A 
NM-012325 NM-06152A-A 
NM-018178 NM-072925 
NM-021000 NM-081244 
NM-023907 NM-082A03 
NM-023907-B NM-0134986 
NM-023907-C ' HM-0150116 
NM-023907-E NM-0153820 
NM-023913 IM-0161&06 
NM-023916 NM-016U07 
NM-028170 NM-C16U69 

MWU)168896 

SCHEDULE OF STATE OF HEW MEXICO LEASES 

E-2291 
E-9085 
K-LU8 
K-1U9 
K-U96 

SCHEDULE OF PATENTED FEE LEASES 

Goodner (C.) 
Gurule, et al 
Lovato (A.) 
Montoya (M.&S.) 



umrrKD rr A m 
W TH* I 

mm tm 
Sr.tli Ci. C :irpany „ ., , 
Poet Cfl : :e box 1200 :'L - "' ' 
faraJjigtun, ..ev Mexicc 

Attention: Mr. J. W. 
Gentlemen: 

Your application of July 26 filed with the Oil and One ^ . M W , 
Roewell, Iiew Mexico, requested the designation of 25,636.65 ».WI, 
more cr less, Sandoval County, Nev Mexico, aa logically subject to 
exploration and development under the unitization provisions of tae 
Mineral Leasing Act, aa amended. 

Pursuer,*, tc unit plan regulations of December 22, 1950, 30 Cfl 226.3, 
(l',>6: reprint), the land requested, as outlined oc your land map of 
-ne Cabezor. unit, Sandova^ County, New itexico, is hereby designated 
as a lexical unit area, provided, the fallowing lands are omitted to 
rcre nearly conform tc your presentation: 

I . 16 N., R. 3 W. 
All land6 in aeca. 5, o, J, 8, IV, and 18 

; . :6 R. >+ w. 

kll " andb i.\ sees. 1. H; d \< 

Jv-.-.se .aen* ly, '.he arei. her* b*ii . c debit:".ated contains 20,173-96 acres, 

Any unit agreement submit ed for the ax»a designated should provljsj 
the i n i - l a l exploratory well to penetrate the Cambrian rocks, CV te a 
depth of 7,30C feet. The attached copy of the I96I reprint of teal 
jtandard font of unit agreement should ::e used, with only the 
modifications: 

i . The "Pair Bnployment" section of the 196I reprint 
be replaced witn the following nev section! 

"Nondiscrimination. In the ptrfaraance of 
this agreement, the operator agrees to comply v i ta 
nondiscrimination provisions cf Executive Order 109B5 
(26 P. R. 1977)." 

I . The language required by the State of lew Mexico 
added appropriately. 

In the absence of any other type of laxiS requiring special 
•-•r of any objections not low apparent,. » iuly 
identical with said form, modified 00X3 as outlined a*oes, v l l l BO 
approved i f submitted in approrable *%* tu» within a 
of time. However, the right i t i « M i v i i to 

ILLEGIBLE": 



have the r^TSt<M>iil of sufficient landTto êf̂ Tord effective 
control of unit operetlons. 

When the executed agreement 1« tranasdtted to the Oil end QM 
Supervisor for approval. Include the latest status of a l l aerej4fp. 
The fonset of the eeaplt exhibits attached to the 1961 reprint «f 
the standard font should be cloeely followed in preparation of 
Exhibits A and B. 

Very truly years, 

aethsf Dlrec tor 

ILLEGIBLE 



SHELL OIL COMPANY 
Post Office Box 1200 
Faraington, few Mexico 

September 11, 1961 

Subject! Cabanon Are* 
Proposed Cabeton Unit 
Sandoval County, Sew W 

Oil end Gee Conservation Corral»sion (3) 
State of leu Mexieo 
State Land Office Building 
Santa Fe, ibv Mexico 

Gentleaeni 

Pursuant to the telephone conversation between your Messrs. 
Porter and Hatter and our Mr. Nantker, ve earnestly request that you 
place our application for the Cabeson unit Area oa your calendar for 
the October A, 1961 Examiner Bearing. We enclose land naps of the pro­
posed Ooit Area, which ve Intend to nana the Cabezon Unit. The Unit 
will embrace a total of 22,742,57 acres, of vhich 17,846.03 are federal, 
3,207.72 State, and 1,688.82 Fee acreage. 

we attach as exhibit "A8 hereto a description of the acreage 
vhich will be embraced in the Unit Area. we also attach three copies 
of the area and depth letter vhich ve received from the United States 
Geological .curv«y, vhich letter is in error as to the total acreage 
within the Unit. In addition, we enclose three copies of our Application 
for Approval of Designation of Unit Area. 

Presently ve will forward a copy of the Unit Agreê aent for your 
examination, and will be prepared to present our geologic data at the 
October 4th hearing. 

Very truly yours, 

FHltBG Division Land Manager 

Attachments 



EXHIBIT "A18 

Proposed Cabezon Unit 
Sandoval County. New Mexico 

Tract Nbo Description Noc Acres 

Township 17 North. Range 3 West. N.M.P.M. 
E/2 SWA 

W/2 SW/A 160C00 

W/2 SW/A 

E/2 SW/4 160.00 

SE/4 

SE/4 320o00 

N/2 320t00 

awA i6o0oo 
SE/4 
N/2 
A l l 
SW/4 SE/4, SE/4 SW/4 

N/2 NE/4 1280e00 

A l l 64O0OO 

SE/4 

E/2 SE/4 240.00 

SE/4 

SE/4 320000 

SW/4 
Lots 1 ,2 , E/2 HH/4 
SW/4 
S/2 NW/4 56O0OO 

1 

1 

Section 10: 
Section 20: 

Section 10: 
Section 20: 

2 Section 10: 
Section 20: 

3 Section 10: 

A Section 27: 

5 Section 13: 
Section 24: 
Section 25i 
Section 26: 
Section 35? 

6 Section 12s 

7 Section 19: 
Section 34: 

8 Section 9s 
Section 28: 

9 

0 

Section 9: 
Section 19: 
Section 27: 
Section 34s 

Section 19: 
Section 28s 
Section 34: 

Lots 3* 4, E/2 SW/4 
SW/4 

399084 

Township 16 fcrttu Range 3 West„ N.M.P.M. 
11 Section 3: Lots 1, 2, 3, 4, S/2 N/2, S/2 (Al l ) 

Section 4: Lots 1, 2, 3* A» S/2 N/2 
Township 17 forth, Range 3 West. N.M.P.M-
Section 35: W/4, S/2 NE/4, S/2 1532.20 

12 Section 29* A l l 
Section 301 Lots 1, 2, 3, 4 ? E/2 W/2, E/2 (Al l ) 
Section 31? Lots 1 s 2 9 3 ? 4? E/2 W/2, E/2 (All) 
Section 33s A l l 2559o68 



EXHIBIT "A" 

Tract Hoc Description .jk^AggfS 

Township 16 Bbrthu Range 3., West. N.M.P.M. 
13 Section As S/2 320.00 

Township 1? Norths Range 3 West., N.M.P.M. 
U Section'2 At SW/4 

Section 26: SW/4 SW/4 200c00 

Township 17. {forth. Range 2 Meet. N.M.P.M, 
15 Section 19: m/L " ~" 160.00 

Township 17 North, Ranee 3 West, N.M.P.M. 
16 Section IA: All 

Section 20: N/2 
Section 22: All 
Section 2S: N/2 1920.00 

17 Section 11 J F/2, SW/A. f /2 m/L 
Section *3* M/L ' 
Section 151 Ail 
Section 17i All 
Section k\ : Al l 2560.00 

18 Section 13: NE/4 NE/4, iE/L m/L 
Section 23 s NE/4 NE/4, 1E/4 HW/A, SW/4 Htf/4, 

SW/4 SW/4 
Section 27: NW/4 NE/4, *E/4 NE/4 320.00 

19 Section 11: m/L m/L 40c00 

l6oeOG 
Township i? North. Ra^e_2Jjg^._N=M1P.M, 

20 Section 13: E/2 W/2 " " 

Township 17 forth. Range 3 West, N.M.P.M. 
21 Section 13 s SW/4 W 4 

Section 23: M/L &T/4, m/L SW/4 
Section 27: SW/4 HE/4, 160000 

22 Section 19: NE/4 
Section 37s SE/4 
Section 34: N/2 Hi/4 400o00 

23 Section 23i SE/4 NE/43 S3/4, E/2 SW/4 
Section 26: NE/4 440*00 

24 Section 13: IW/4 NE/4, S/2 HE/4. SW/4 
Section 23 s W/2 m/L, SE/4 W/4 
Section 261 W/4 Sw/4 
Section 27s IE/4 NE/4 48O 00 



EXHIBIT "A" 

Tract No* Description Noe Acres 

Township 16 f&ri£^Range3 West, N.M.P.M. 
25 Section 1s Lots 1, 2 f 3./4, S/2 N/2, S/2 (Al l ) 649»60 

Township 17 North. Range 2 West, N.M.P.M. 
26 Section19* N/2 SW/4 

Section 30: Lots 1, 2, 
Section 31* lots 1, 2 
Township 16 North. Range 2 West. N.M.P.M. 
Section 6: Lots 1, 2, 3, 4 296.54 

Township 17 North, RaneeJ-J West. N.M.P.M. 
27 Section 11: M / A M ' / I ~ 40.00 

Township 1.6 .North. Range 2 West, N.M.P.M. 
28 Section 6: The unsurveyed lands lying outside the 

M & S Montoya Grant and i n the Ojo Del 
Espiri tu Santa Grant: 

Beginning at a point on C;IG east boundary of the M & S 
Montoya Grant, from which the closing corner of Sections 
7 and 8, T. 16 N. , R. 2 H . , N.M.P.M., bears 89°-58 s W. 
3.97 chains distant; thor. :e along the east boundary of 
the M & S Montoya Grant as follows: N 7°-0 c E 13.0 chains 
distant; N 87°-45 ( E 3°5 chains distant; N 49°~30 t E 
11.0 chains distant; N 25°~30 s E 13.0 chains distant; 
N 65°-OOs E 13.0 chains distant; N 45°-15 c E 1260 chains 
distant; N 60°-15 f E 13.33 chains distant; N 29°-30» E 
10o40 chaiia3 distant: thence south 61.50 chains to what 
w i l l be, when surveyed, the corner of Sections 5, 6, 7 
and 8 S T. 16 N. , R, 2 W.f N.M.P.M,j thence west 56.03 
chains to point of beginning. 

196.06 

Township 17 North. Range 4 West. N.M.P.M. 
29 Section 25: A l l 640.00 

Township 17 North. Range 3 West. N.M.P.M. 
30 Section 16: E/2 NH/4 S0o00 

31 Township 17 Norte. Range 3 West. N.M.P.M. 
Section 16: HE/4, SW/4 
Section 32 s ffi/43 a»/% 
Township 17 North. Range 4 West, N.M.P.M. 
Section 36s HE/4 SW/4 " 960.00 

Township 17 North. Range 3 West. N.M.P.M. 
32 Section 16 s W/2 W/4 

Section 32s Ntf/4, SE/4 560.00 



EXHIBIT "A1 

Tract_No«. 

33 

34 

35 

36 

3? 

3S 

39 

4 

Section 36: A l l 

Township 16 Norfch^Jfenee 3 test^ M.M.I.M. 
Seetion 2-, Lets 1, 2. ; i , A, S/2 N/2, S/2 to) 647,72 

Township 1? forth. .Range AJgjt^. S.K,P.Mt, 
Section 36: m / L t SB/4 320*00 

Township 17 North > Range 3Jlesjh, 
Section 2A: SE/4- 160.00 

Township 17,North. Ean ŝ 3 "est, N.M.P.M* 
Section '34*. I E / A T W ^ s J /L m/A 320,00 

Section 26: W./l r, HE/4 Iiw/4, F/2 SE/4, 
SE/4 SE/4 ' 320,00 

S c w ^ s M a J T ^ r ^ ^ H i s . g West, ,N.M>P.Mi>i 

Eeginning at ths souti:ear.t corcer of Lot 4, 
Section 6, I„ 16 N . . R, W., N.M.P,N.., thence 
north along the wost boui.clary of the M&S Montoya 
Grant 249.01+ chains to {. point on the south l ine 
of Section 19, T, 17 3., R„ 2 W„ K.M.P..M.| thence 
east along south lies of said Section 19 35.38+ 
chains t-j the S 1/4 eora< r ; thence south 167.. 63 
chains; thence ea~t 2£.,.Si. chains; thence south 
19.88 chains to a poiut < ti the southeasterly 
boundary of the M & S J-brtoya Grant: thence '&: 
29°~30« N 10.4 chains: t> esee S 60°-15 t N 13*3 chains; 
thence S 45°-15 £ W ";".,.0 rhains; thence S 65°-0 c W 
13*0 chains; thence S 25 c-30 r M 13.0 chains; thence 
S 49°-30 5 ¥ 11*0 chains: thence -S 87°-45 c W 3«5 
chains; thence 8 7°-G ; I< 13.0 chains; thence N 
89»~58<'W 3.9? chains to the point.of beginning, 

Tgwnsh 
Section 

883,32 

4? 17 g9Etfe*JB3*^2J&gk N.M.P.M,,, 
m 13: W/2 W/2 160.00 

Section 19: Lots 3, 4 52.11 



SHELL OIL COMPANY 

Post Office Box 1200 
Farmington, Nev Mexico 

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

ed States Geological Survey 
:; ngton 25 > D. C. 

" "ugh 

rvisor 
yd States Geological Survey 
•3II, New Mexico 

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

The proposed Unit Area comprises 25,636.65 acres, of vhich 21,380.11 
s? are Federal lands, 2,567.72 acres State of New Mexico lands and 1,688.82 
s patented fee lands. The Unit Area is outlined on the attached Land Owner-
iLdp which shows the acreage in the tracts comprising the Unit Area. Also 
-hed find a schedule l i s t i n g i n sequence the serial numbers of a l l Federal, 
and fee leases within the Unit Area. 

We propose to d r i l l a test well to a depth sufficient to penetrate 
C3j3.brd.an rocks or to a depth of 7300 feet, whichever is the lesser, unless 
1 red substances i n paying quantities are found at a lesser depth. 

We are also requesting preliminary approval of the form of Unit 
?nent and hereby advise you that we intend to follow the Standard Form as 
.ded i n 30 CFR 226.12 with currently required modifications pursuant to the 
iard Form of Unit Agreement revised June, 1957. Such form w i l l contain only 
revisions as might be required by your office. 

In justification of the proposed Unit, we attach i n t r i p l i c a t e a 
ogical report prepared by E. G. Hoskins, District Geologist. A structure 



red States Geological Survey 
iiington 25, D. C. 

•or-ough 

•ervisor 
ted States Geological Survey 

Hew Mexico 

on. the base of the Pennsylvanian structure (seismic) accompanies this 
sr*. We request that the information contained i n the report and shown on 
nap be treated as confidential. 

Your earliest consideration of this Application is respectfully 
u =?a ted. 

Very t r u l y yours, 

SHELL OIL COMPANY 

F. W. Nantker 
sMPD Division Land Manager 

a ihments 

ILLEGIBLE 



SCHEDULE OF UNITED STATES OIL AND GAS LEASES 

SF-080520 NM-0300I6 
SF-080520-A NM-OA0606 
NM-03158 NM-0A6798 
NM-06878 NM-0501.60 
NM-01088A NM-05553A 
NM-010886-B NM-056477 
NM-011A25 NM-057454 
NM-01LU5 NM-061524 
NM-012325 NM-06I524-A 
NM-018178 NM-072925 
NM-021000 NM-081244 
NM-023907 NM-082A03 
NM-023907-B NM-0134986 
NM-023907-C ' NM-0150116 
NM-023907-E NM-0153820 
NM-023913 NM-0161406 
NM-023916 NM-016U07 
NM-028170 HM-0161469 

NM^0168898 

SCHEDULE OF STATE OF MEW MEXICO LEASES 

E-2291 
E-9085 
K-1AA8 
K-1449 
K-U96 

SCHEDULE OF PATENTED FEB LEASES 

Goodner (0.) 
Gurule, et al 
Lovato (A.) 
Montoya Qi.&S.) 



UWnDSTATO 

Shell Oil Company 
Post Office Box 1200 
Parmington, New Mexico 

Gentlemen: 
Attention: Mr. F. V. 

Your application of July 26 filed with the Oil and One 
Roswell, New Mexico, requested the designation of 25,636*65 
more cr less, Sandoval County, Nev Mexico, aa logically subject to 
exploration and development under th* unitization provision* Oi* tme 
Mineral Leasing Act, as amended. 

Pursuant to unit plan regulations of December 22, 1950, 30 Cfl 286*3, 
(1961 reprint), the land requested, aa outlined on your land ne* of 
the Cabezon unit, Sandoval County, Nev Mexico, is hereby designated 
as a logical unit area, provided, the following lands are omitted to 
rr.ore nearly conform tc your presentation: 

I . 16 N., R. 3 V. 
Al l lande In sees. 5, 7» 8, 17, and 18 

> • 16 1 \ •. R • 4 W # 
All "lands in sees. 

Consequently, the area here beli-i debiseated contains 20,173*06 acres, 
mere 1 r les^:. 

Any unit agreement submitted for the sre* designated should 
the i n i t i a l exploratory well to penetrate the Cambrian reeks, < 
depth of 7,30C feet. The attached copy of the I96I reprint of 
standard font of unit agreement should be used, with only the 
modifications: 

The "Pair Baployment" sectica of the 1961 reprint 
be replaced with ths following new section! 

"Nondiscrimination. In the performance of w*m| 
this agreement, the operator agrees to comply with Wht 
nondiscrimination provisions of Executive Order 109&3 
(26 F. R. 1977)." 

The language required by th* Stste of 
added appropriately. 

In the absence of any other type of Laid requiring 
or of any objections not now apparent, a duly 
identical with said form, modified onlr aa outlined 
approved if submitted in approrable status within a 
of time. However, the right is rseerr«d to i 

i l a l 

• i l l 

ILLEGIBLE 



executed •griamant mefcmltted vmlem, u MP CfSmiem. dome a** (' 
have the full eeSmttMot of ruffle lent land* to afford effective 
control of unit operations. 

When the executed agreement l« tranemitted to the Oil and One 
Supervisor for approval, include the latest status of all acreage 
The format of the sempl* exhibit* *ttanned to the 196l reprint of 
the standard form should be closely followed in preparation of 
Exhibits A and B. 

Very truly yours, 

letimf Director 

BEST AVAILABLE &rV 

ILLEGIBLE 



SHELL OIL COMPANY 
SHELL BUILDING 

1008 WEST SIXTH STREET 

LOS ANGELES 54, CALIFORNIA 

September 20, 196I 

TELEPHONE HUNTLEY 2-3131 

New Mexico O i l and Gas 
Conservation Commission 

State of New Mexico 
State Land Off ice Building 
Santa Fe, New Mexico 

At ten t ion : Mr. Nutter 

Gentlemen: 

:oir>jraur information i s a copy of the pro-
nnggHfrfoho^pi-r â raarrioTn-t-̂ S ^ ± s Agreement i s sent to you as 
stated i n the l e t t e r dated September 11 , 196I from our 
Mr. F. W. Nantker i n our Farmington o f f i c e . 

Yours very t r u l y , 

HAT:isu 

Attachment 

For M. W. Sheppard, Jr . 
Manager, Land Department 



J . O. SETH 
A. K. MONTGOMERY 
OL IVER SETH 
WM. F E O E R I C I 
FRANK ANDREWS 

SETH, MONTGOMERY, FEDERICI X ANDREWS 
A T T O R N E Y S AND C O U N S E L O R S AT LAW 

3 0 1 DON GASPAR AVENUE 

SANTA FE, NEW MEXICO POST O F F I C E BOX 8 2 8 

T E L E P H O N E YU 3 - 7 3 1 5 FREO C. H A N N A H S 

G E O R G E A . G R A H A M , JR . September 21, 1961 

New Mexico Oil Conservation Commission 
State Land Office Building 
Santa Pe, New Mexico 

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

Gentlemen: 

Shell Oil 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. 

Re: Cabezon Unit 
Shell Oil Company 
Sandoval County 

Very truly yours, 

OS :wcl 
enclosure 



. M O N T G O M E R Y . F E D E R I C I & A N D R E W S 
A T T O R N E Y S A N D C O U N S E L L O R S A T L A W 

P. O B O X 8 2 8 

S A N T A F E N E W M E X I C O 

September 21, 1961 

New Mexico Oil Conservation Commission 
State Lend Office Building 
Santa Fe, Hew Mexico 

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

Re: Cabezon Unit 
Shell Oil Company 
Sandoval County 

Gentlemen: 

Shell Oil Company has filed application for approval of 
Cabezon Unit Agreement. The matter le set down for 
hearing on Oetober 4, 1961. 

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

Very truly yours, 

OS:wcl 
enclosure 



* 

CONOCO 

CONTINENTAL O I L COMPANY 

Shell Oil ^ 
P. 0. Box 1200 
Farmington, New Mexico 

P. 0. Box 1121 
Durango, Colorado 
August 30, l ?6 l 

Attention of Mr. F . W. Nantker 

Gentlemen: Re: Proposed Cabezon Unit 
Sandoval County, New Mexico 

We have your letter of Aucrust 2° , 1961, along with 
the map shoving the outline of the captioned unit. I t aopears 
that the only Continental lease to be embraced by this unit 
is New Mexico-021000 (our Option <360). This option also 
covers the S/2 of Section 1 which l ies outside the unit, and 
of course w i l l be segregated upon f ina l aoproval of the unit. 

\ Providing everything in the Unit Agreement end 
* i \Unlt Ooerating Agreement is standard, ContinenLte^X-liw'-^ 

\ f\ \pJ9jectlQps, at the Division level here," to joining the pro-
\ \ IjJofled^unit. ~" 

<, »l V 
"\ tj> We were somewhat surprised that you intended to 

v secure final approval before obtaining our joinder to the unit. 
\ 

v 

A I t ia our feeling that perhaps you meant that you would secure 
Ky our joinder after receiving preliminary approval from Washington. 

At any rate, at such time as you forward the Working Interest 
Owner pages, we would appreciate receiving at least three copies 

#"Ji each of the Unit Agreenent and Unit Operating Agreement. 

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

Verv truly yours. 
AUG 31 '961 

GFM-LRH 
carbon copy to: 
Mr. Paul Catterson 
Denver, Colorado 

George^1. Maddox 
Land Section 
Durango Division 

ILLEGIBLE 
P I O N E E R I N G E U M P R O G R E S S 

=9 I M. I. ' 

' K~J.~C" 

T. L. V.-T 
l),.r. t 

1 ' Fan.-; 



ItaB B R I T I S H A M K H I W A S ! On; I^ODTOii^W^OMfe^kv 

D K X V K R 1. C.()IX)KAI)() 

U P L O R A T I O N DEPARTMENT O C t O b C T 2 I 9 6 ] » O D « . . «LL CO--MPONOIHCf TO 
' P O S T O F F I C E B O X I S O 

S h e l l O i l Compa ny 
P . 0 . Box 1 2 0 0 
F a r m i n a t o n , New M e x i c o 

A T T N : M r 0 F r e d N a n t k e r 
D f v i s l >n L a n d Manau*>r 

P : t C a t ; e z o n U n i t 
SANDOVAL C J U N T Y , NEK MEXICO 

Ge n t I err en : 

T h i s w i l l c o n f i r m oo r t e l e o h o n e a d v i s e m e n t o f S e p t e m b e r 2 9 , 
1 9 6 1 , w h e r e i n we a d v i s e d y o u t h a t B r i t i s h - A m e r i c a n w i l l 
make t h e r e q u e s t e d A c r t a q e C o n t r i b u t i o n t o y o u I n s u D o o r t 
o f y o u r p r o o o s e d C a m b r i a n t e s t , e s t i m a t e d t o t a l d e p t h o f 
7 3 0 0 f e e t , t o be l o c a t e d i n t h e NE NE o f S e c t i o n 2 6 - I 7 N - 3 W . 

A l s o , t h i s I s t o a d v i s e t h a t w_e w i I I c o m m i t n t i r I n t f r r t t 
t o a n d ] o l n y o u r D r o o o s e d C a t e z o n U n i t 0 A c c o r d ' n q l y , we 
a s k t h a t w h e n t r» € u n i t and o o e r a t i n g u n i t s h a v e b e e n o r e -
p a r e d y o u f o r w a r d s u f f i c i e n t c o p i e s t o t h i s o f f i c e * o r o u r 
f u r t h e r h a n d | i n q . 

Y o u r s v e r y t r c - l v , 

THE B R I T I S H - AVE P IC AN : t L P P I D ' ^ ' N G 

M. A . C h u r c h 
Di s t r i c t Landm an ~JT 

M A C / l b 1 
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F R A N K • . E L L I O T T 
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t R O S W E L L , N E W M E X I C O 

F>HONC M A I N 1 -SB4D S e p t e m b e r 6 , 1 9 ^ 1 
K l l . M A I N 2 - 5 3 6 3 

Shell O i l Company 
Box 1200 

Farnington, New Mexico 

Attention.: F . V. !feintXer 
Re: Proposed -aiezor. .n i t 

Dear Fred: 

With reference to your l e t t e r of August 29, 1961 addressee 
to Elizabeth Ann E l l i o t t , please oe aJvised that suoject to 
our approval of the pertinent data placed in various blanks 
of the forms as outlined in your l e t t e r , ve give ...our PX&-
lin:inary approval towards j Dinirip the above" referenced Uni t . 

FOE, : i : 

ILLEGIBLE 

•1 
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D E L H I - T A Y L O R O I L C O R P O R A T I O N 
F I D E L I T Y U N I O N T O W E R 

D A L L A S 1. T E X A S 

September 29, 196L 

Shell O i l Company 
P. 0. Box 1200 
Fannington, New Mexico 

Re: Propped Cabezon Unit 
Sander J'. County, New Mexico 

Gentlemen: 

Reference i s made to your letter of August 29, 196!, requesting 
our preliminary approval toward oining the subject unit. This 
l e t t e r w i l l serve to convey ĴJjjl~T_a-*r^̂ 5L̂ U~Ei-̂ -̂ 5lilhl-£>' flP.E£Qva 1 , 
subject, oi course, to "our acceptance of the necessary agreements 
pertinent thereto. 

Sincerely yours, 

DZLHI-TAYLOR OIL CORPORATION 

Frank S. W r i g h t 
Land Department 

FSW:kkv 

t 
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TRANSMQUNTAIN PRODUCTION COMPANY 
S A N J A C I N T O » U i L O I N O 

H O U S T O N 2 . T i x A S 

V OCT.5*." ' ' 

. ' I . I t 

Wf ovr. ' . • .• •>. • '" 
S ^ c t i j n ^ , T - i . ~ ' - N , ' - - . - r t , ' . 
Tr . i& lenr.c : : c " v r 1 = 
Lease « 'r->.i.Lo'.tit ; .»• "..•>. . i r 
:'~ r 8v : r o v a i , r ns ; i * ..*••• 
; : c iL id^ '.r»..- h i * • e ". . : -

T.-.is :. ' i r rrqi . ; v : : - ' 
p r v . l 33<:<J. Wv W i l l . ' •»•". 

Tt.c lea. ; r a i s ' o . j v r ^ . - . 

• r . • • • 

" • I-

far. r; J i 
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UNIT AGREEMENT 

BEFORE EXAMINER NUTTER 
OILXf^NSpRVATION COMMISSION 

Jp'f/f EXHIBIT NO. ' 
CASE NO. 3*^7^7 

FOR THE DEVELOPMENT AND OPERATION OF " ' 

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, r a t i f y i n g , or consenting hereto, 

and herein referred to as the "parties hereto", 

WITNESSETH: WHEREAS, the parties hereto are the owners of working, 

royalty, or other o i l and gas interests i n the unit area subject to thi s 

agreement; and 

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

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

representatives to unite with each other, or j o i n t l y or separately with others, 

in c o l l e c t i v e l y adopting and operating a cooperative or unit plan of develop­

ment or operation of any o i l or gas pool, f i e l d , or l i k e area, or any part 

thereof, for the purpose of more properly conserving the natural resources 

thereof whenever determined and c e r t i f i e d by the Secretary of the In t e r i o r to be 

necessary or advisable i n 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 behalf of the State 

of New Mexico, insofar as i t covers and includes lands and mineral interests of 

the State of New Mexico; and 

WHEREAS, the O i l 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 s u f f i c i e n t interests i n the Cabezon 

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

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

resources, prevent waste, and secure other benefits obtainable through develop­

ment and operation of the area subject to thi s agreement under the terms, con­

ditions, and limitations herein set f o r t h ; 

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

herein contained, the parties hereto commit to t h i s agreement their respective 

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

as follows: 

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

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

operating and unit plan regulations, heretofore issued thereunder or v a l i d p e r t i ­

nent and reasonable regulations hereafter issued thereunder are accepted and made 

a part of thi s agreement as to Federal lands, provided such regulations are not 

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

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

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

hereof or the laws of the State in which the non-Federal land i s located, are 

hereby accepted and made a part of thi s 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, i n addition to the boundary of the unit area, the 

boundaries and iden t i t y of tracts and leases i n said area to the extent known to 

the Unit Operator. Exhibit "B" attached hereto i s a schedule showing to the 

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

of o i l and gas interests i n a l l land i n the unit area. However, nothing herein 

or i n 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 Oil and Gas supervisor, 
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hereinafter referred to as "Supervisor", or the Commissioner of Public Lands, 

hereinafter referred to as "State Land Commissioner", and not less than seven 

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

one copy shall be f i l e d with the 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 i s necessary or advisable to conform with the purposes of th i s agree­

ment. Such expansion or contraction shall be affected i n the following manner: 

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

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

State Land Commissioner after preliminary concurrence by the Director shall pre­

pare a notice of proposed expansion or contraction describing the contemplated 

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

posed effective date thereof preferably the f i r s t 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 w i l l be allowed for submission to the Unit Operator of any objections. 

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

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

Commissioner evidence of mailing of the notice of expansion or contraction and 

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

together with an application i n s u f f i c i e n t numbers for approval of such expan­

sion or contraction, and with appropriate joinders. 

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

sion or contraction s h a l l , upon approval by the Director and State Land Commis­

sioner, become effective as of the date prescribed i n the notice thereof. 

(e) A l l legal subdivisions of unitized lands ( i . e . , 40 acres by 
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Government survey or i t s nearest l o t or tract equivalent i n instances of 

irregular surveys; however, unusually large lots or tracts shall be considered 

i n multiples of 40 acres, or the nearest aliquot equivalent thereof, for the 

purpose of elimination under this subsection) no parts of which are e n t i t l e d to 

be i n a participating area within 5 years after the f i r s t day of the month f o l ­

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

under this unit agreement, shall be eliminated automatically from this agreement, 

effective as of the f i r s t day thereafter, and such lands shall no longer be a 

part of the unit area and shall no longer be subject to t h i s agreement, unless 

at the expiration of said 5-year period d i l i g e n t d r i l l i n g operations are i n 

progress on unitized lands not e n t i t l e d to participation, i n which event a l l 

such lands shall remain subject hereto for so long as such d r i l l i n g operations 

are continued d i l i g e n t l y , with not more than 90 days' time elapsing between the 

completion of one such well and the commencement of the next such well, except 

that the time allowed between such wells shall not expire e a r l i e r than 30 days 

after the expiration of any period of time during which d r i l l i n g operations are 

prevented by a matter beyond the reasonable control of Unit Operator as set 

f o r t h i n the section hereof e n t i t l e d "Unavoidable Delay"; provided that a l l 

legal subdivisions of lands not i n a participating area and not e n t i t l e d to be­

come participating under the applicable provisions of this agreement within 10 

years af t e r said f i r s t day of the month following the effective date of said 

f i r s t i n i t i a l 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 sha l l , 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 a l l 

parties i n interest. 

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

t h i s subsection 2(e), a single extension of not to exceed 2 years may be 

accomplished by consent of the owners of 907o 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 i s 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. A l l lands committed to 

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

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

the unitized land are unitized under the terms of this 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 i n that capacity and not as an owner of 

interest i n unitized substances, and the term "working interest owner"' when 

used herein shall include or refer to Unit Operator as the owner of a working 

interest when such an interest is owned by i t . 

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

the r i g h t to resign at any time prior to the establishment of a participating 

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

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

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

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

owners and the Director and State Land Commissioner, and u n t i l a l l wells then 

d r i l l e d hereunder are placed i n a satisfactory condition for suspension or 

abandonment whichever 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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5 

Unit Operator shall have the r i g h t to resign i n l i k e manner and sub­

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

established hereunder is i n existence, but at any time, for any reason whatso­

ever, there is no Unit Operator u n t i l a successor Unit Operator is selected and 

approved as hereinafter provided, the working interest owners shall be j o i n t l y 

responsible for performance of the duties of Unit Operator, and shall not later 

than 30 days before resignation or removal becomes effective appoint a common 

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

The resignation of Unit Operator shall not release Unit Operator from 

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

date of i t s resignation. 

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

i t s duties or obligations hereunder, be subject to removal by the same percent­

age vote of the owners of working interests determined i n l i k e 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 i t s r i g h t , t i t l e , or interest as the owner of a working interest 

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

Unit Operator becoming effective, such Unit Operator shall deliver possession of 

a l l equipment, materials, and appurtenances used i n conducting the unit opera­

tions and owned by the working interest owners to the new duly qual i f i e d suc­

cessor Unit Operator or to the owners thereof i f no such new Unit Operator is 

elected, to be used for the purpose of conducting unit operations hereunder. 

Nothing herein shall be construed as authorizing removal of any material, 

equipment and appurtenances needed for the preservation of any wells. 

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

his or i t s 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 i n the participating area or areas accord­

ing to their respective acreage interests i n such participating area or areas, 

or, u n t i l a participating area shall have been established, the owners of the 
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working interests according to their respective acreage interests i n a l l uni­

tized land, shall by majority vote select a successor Unit Operator; provided, 

that, i f a majority but less than 75 per cent of the working interests qualified 

to vote are owned by one party to t h i s agreement, a concurring vote of one or 

more additional working interest owners shall be required to select a new 

operator. Such selection shall not become effective u n t i l (a) a Unit Operator 

so selected shall accept in wr i t i n g the duties and responsibilities of Unit 

Operator, and (b) the selection shall have been approved by the Director and 

State Commissioner. I f no successor Unit Operator i s 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. I f the Unit 

Operator i s not the sole owner of working interests, costs and expenses incurred 

by Unit Operator i n conducting unit operations hereunder shall be paid and 

apportioned among and borne by the owners of working interests, a l l i n 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 

c o l l e c t i v e l y . Any agreement or agreements entered into between the working 

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

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

operating agreement shall also provide the manner i n which the working interest 

owners shall be e n t i t l e d to receive t h e i r respective proportionate and allocated 

share of the benefits accruing hereto i n conformity with 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 

r i g h t or obligation established under th i s unit agreement, and i n case of any 

inconsistency or c o n f l i c t between the unit agreement and the unit operating 

agreement, th i s unit agreement shall prevail. Three true copies of any unit 

operating agreement executed pursuant to t h i s section should be f i l e d with the 
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Supervisor, and one true copy with the State Land Commissioner, prior to 

approval of thi s agreement. 

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

speci f i c a l l y provided herein, the exclusive r i g h t , privilege, and duty of exer­

cising any and a l l rights of the parties hereto which are necessary or conven­

ient for prospecting f o r , producing, storing, allocating, and d i s t r i b u t i n g the 

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

Operator as herein provided. Acceptable evidence of t i t l e to said rights 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 t i t l e to any land or to 

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

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

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

specified. 

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

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

and the State Land Commissioner 
location approved by the Supervisor/ unless on such effective date a well is 

being d r i l l e d conformably with the terms hereof, and thereafter continue such 

d r i l l i n g d i l i g e n t l y u n t i l the top of the Cambrian |DQGKXXaE$ formation has been 

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

can be produced i n paying quantities (to w i t : quantities s u f f i c i e n t to repay 

the costs of d r i l l i n g , and producing operations, with a reasonable p r o f i t ) or 

the Unit Operator shall at any time establish to the satisfaction of the satis-

and the State Land Commissioner 

faction of the Supervisor/that further d r i l l i n g of said well would be unwar­

ranted or impracticable, provided, however, that Unit Operator shall not i n any 

event be required to d r i l l said well to a depth i n excess of 7,300 feet. U n t i l 

the discovery of a deposit of unitized substances capable of being produced i n 

paying quantities, the Unit Operator shall continue d r i l l i n g d i l i g e n t l y one 

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

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

unitized substances i n paying quantities is completed to the satisfaction of 
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and the State Land Commissioner 
said Supervisor/or u n t i l i t i s reasonably proved that the unitized land i s 

incapable of producing unitized substances i n paying quantities i n the forma­

tions d r i l l e d hereunder. Nothing i n th i s section shall be deemed to l i m i t the 

rig h t of the Unit Operator to resign as provided i n section 5 hereof, or as 

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

pending such resignation becoming effective i n order to comply with the require-

and the State Land Commissioner 
ments of this section. The Director/may modify the d r i l l i n g requirements of 

this section by granting reasonable extensions of time when, i n his opinion, 

such action is warranted. 

Upon f a i l u r e to comply with the d r i l l i n g 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 i n paying quanti-
and the State Land Commissioner 

t i e s , the Unit Operator shal l submit fo r 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/ shal l constitute the fu r ther d r i l l i n g and operating 

obligations of the Unit Operator under th i s 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 shal l submit f o r 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 thi s section shall provide for 

the exploration of the unitized area and for the di l i g e n t d r i l l i n g necessary 

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

substances i n paying quantities i n 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 o i l and gas resources of the 

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

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

practicable specify the operating practices regarded as necessary and advisable 

for proper conservation of natural resources. Separate plans may be submitted 
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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 a l l parties to this agreement. Reasonable diligence 

shall be exercised i n complying with the obligations of the approved plan of 
and the State Land Commissioner are 

development. The Supervisor/23t authorized to grant a reasonable extension of 

the 6-month period herein prescribed for submission of an i n i t i a l plan of devel­

opment where such action i s j u s t i f i e d because of unusual conditions or circum­

stances. After completion hereunder of a well capable of producing any unitized 

substance i n paying quantities, no further wells, except such as may be necessary 

to afford protection against operations not under th i s agreement or such as may 

and the State Land Commissioner 
be sp e c i f i c a l l y approved by the Supervisor/ shall be d r i l l e d except i n 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 i n 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 a l i ­

quot parts thereof, of a l l unitized land then regarded as reasonably proved to 

be productive of unitized substances i n paying quantities; a l l lands i n 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 la t e r . 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 i n i t i a l partic­

ipating area. Said schedule also shall set f o r t h the percentage of unitized 

substances to be allocated as herein provided to each unitized tract i n 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 i n l i k e manner for each separate pool or 

deposit of unitized substances or for any group thereof produced as a single 

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

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 l i k e approval, whenever such action appears proper as a result of 

further d r i l l i n g operations or otherwise, to include additional land then 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 f i r s t 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 i f j u s t i f i e d 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. 

I t is the intent of this section that a participating area shall 

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

quantities; but, regardless of any revision of the participating area, nothing 

herein contained shall be construed as requiring any retroactive adjustment for 

production obtained prior to the effective date of the revision of the p a r t i c i ­

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 

d e f i n i t i o n or r e d e f i n i t i o n of a participating area, or u n t i l a participating 

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

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

the owners of working interests, except royalties due the United States, and the 

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

lands and the State 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 u n t i l a participating area is f i n a l l y 

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

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

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

as to wells on Federal land, and of the State Land Commissioner as to wells 

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

of production i n paying quantities and inclusion of the land on which i t is 

situated i n a participating area is unwarranted, production from such well shall, 

for the purposes of settlement among a l l parties other than working interest 

owners, be allocated to the land on which the well is located so long as such 

land 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 i n the unit operating agreement. 

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

each participating area established under this agreement, except any part there­

of used in conformity with good operating practices within the unitized area for 

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

pressuring or recycling i n 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 tr a c t of unitized land shall have allocated to i t such 

percentage of said production as the number of acres of such tr a c t included i n 

said participating area bears to the t o t a l acres of unitized land i n said par­

t i c i p a t i n g area, except that allocation of production hereunder for purposes 

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

production obligations of the respective working interest owners, shall be on 

the basis prescribed i n the unit operating agreement whether in conformity with 

the basis of allocation herein set f o r t h or otherwise. I t is hereby agreed that 

production of unitized substances from a participating area shall be allocated 

as provided herein regardless of whether any wells are d r i l l e d on any particular 

part of tract of said participating area. I f any gas produced from one p a r t i c i ­

pating area is used for repressuring or recycling purposes in another p a r t i c i -

- 12 -



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

pating area, the f i r s t gas withdrawn from such last-mentioned participating area 

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

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

sale and such gas shall be allocated to the participating area from which 

i n i t i a l l y produced as constituted at the time of such f i n a l production. 

13. DEVELOPMENT OR OPERATION 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, i f any, at such party's sole r i s k , 

cost, and expense d r i l l 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 i f such location is not within said participating area, 

unless within 90 days of receipt of notice from said party of his intention to 

d r i l l the well the Unit Operator elects and commences to d r i l l such well in like 

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

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

in production such that the land upon which i t is situated may properly be 

included in a participating area, such participating area shall be established 

or enlarged as provided i n this agreement and the well shall thereafter be 

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

the unit operating agreement. 

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

production in quantities i n s u f f i c i e n t to j u s t i f y the inclusion in a p a r t i c i ­

pating area of the land upon which such well is situated, such well may be 

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

requirements of this agreement. The royalties i n amount or value of production 

from any such well shall be paid as specified i n the underlying lease and 

agreements affected. 

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

Mexico and a l l royalty owners who, under existing contract, are e n t i t l e d to take 

in kind a share of the substances now unitized hereunder produced from any tract, 
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shall hereafter be e n t i t l e d to the r i g h t to take i n kind their share of the 

unitized substances allocated to such t r a c t , and Unit Operator, or i n case of the 

operation of a well by a working interest owner as herein i n special cases pro­

vided for, such working interest owner, shall make deliveries of such royalty 

share taken i n kind i n conformity with the applicable contracts, laws, and 

regulations. Settlement for royalty interest not taken i n 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. 

I f 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 i n conformity with 

a plan f i r s t approved by the Supervisor, the State Land Commissioner, and the 

Commission, a l i k e amount of gas, after settlement as 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 i n 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 i n the 

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

substances on the basis of the amounts thereof allocated to unitized Federal 

land as provided herein at the rates specified i n the respective Federal leases, 

or at such lower rate or rates as may be authorized by law or regulation; pro­

vided, that for leases on which the royalty rate depends on the daily average 

production per wel l , said average production shall be determined i n 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 i n l i e u there­

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 i n 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 d r i l l i n g operations were within the time 

therein specified commenced upon the land covered thereby or rentals paid for the 

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

sha l l , notwithstanding any other provision of this agreement, be deemed to 

accrue and become payable during the term thereof as extended by this agreement 

and u n t i l the required d r i l l i n g operations are commenced upon the land covered 

thereby or some portion of such land i s included within a participating area. 
Rentals on State of New Mexico lands subject^to this Agreement shal 

be pa*a B&t^saj^ u n i t i z e d 

substances shall be conducted to provide for the most economical and e f f i c i e n t 

recovery of said substances without waste, as defined by or pursuant to State 

or Federal law or regulation. 

17. DRAINAGE. The Unit Operator shall take appropriate and adequate 

measures to prevent drainage of unitized substances from unitized land by wells 

on land not subject to this agreement or with the consent of the Director and 

the State Land Commissioner pursuant to applicable regulations pay a f a i r 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 a l l leases, subleases, and other contracts relating 
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to exploration, d r i l l i n g , development, or operation for o i l or gas of lands 

committed to thi s 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 f u l l 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 

thei r duly authorized representatives, do hereby establish, a l t e r , change or 

revoke the d r i l l i n g , 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 l i m i t i n g the generality of the foregoing, a l l leases, sub­

leases, and contracts are par t i c u l a r l y modified i n accordance with the followin 

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

ment under the terms hereof shall be deemed f u l l performance of a l l 

obligations for development and operation with respect to each and 

every part or separately owned tract subject to this agreement, re­

gardless of whether there i s any development of any particular part 

or t r a c t 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 i n interest, 

or any of them. 

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

any tract of unitized lands w i l l be accepted and deemed to be 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 f a i l u r e to 

d r i l l or produce wells situated on the land therein embraced. 

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

unitized lands pursuant to direction or consent of the Secretary and 

the State Land Commissioner or their duly authorized representatives 

shall be deemed to constitute such suspension pursuant to such direc­

t i o n or consent as to each and every t r a c t of unitized land. 

(d) Each lease, sublease or contract relating to the explor-
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ation, d r i l l i n g , development or operation for o i l or gas of lands 

other than those of the United States committed to th i s agreement, 

which, by i t s terms might expire prior to the termination of th i s 

agreement, i s hereby extended beyond any such term so provided 

therein so that i t shall be continued i n f u l l force and effect for 

and during the term of th i s 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 t h i s agreement shall continue i n force beyond the term 

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

lease committed hereto shall continue i n 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 i n 

paying quantities under this unit agreement pri o r to the expiration 

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

operations are commenced on unitized land, i n accordance with the 

provisions of this agreement, prior to the end of the primary term 

of such lease and are being d i l i g e n t l y prosecuted at that time, 

such lease shall be extended for two years and so long thereafter 

as o i l or gas is produced i n paying quantities i n accordance with 

the provisions of the Mineral Leasing Act Revision of 1960. 

( f ) Each sublease or contract rela t i n g to the operation and 

development of unitized substances from lands of the United States 

committed to this agreement, which by i t s terms would expire prior 

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

immediately preceding paragraph, w i l l expire, i s hereby extended 

beyond any such term so provided therein so that i t shall be con­

tinued i n f u l l 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 i s governed by the following provision i n 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 i n 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 un i t i z a t i o n : Provided, however, that any such 

lease as to the nonunitized portion shall continue i n force and 

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

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

produced i n paying quantities." 

(h) Any lease, other than a Federal lease, having only a 

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

portion committed and the portion not committed, and the provisions 

of such lease shall apply separately to such segregated portions 

commencing as of the effective date hereof. In the event any such 

lease provides for a lump-sum rental payment, such payment shall be 

prorated between the portions so segregated i n proportion to the 

acreage of the respective t r a c t s . 

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 the i r successors i n interest u n t i l t h i s agreement terminates, 

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

hereto shall be and hereby is conditioned upon the assumption of a l l privileges 

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

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

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

of the calendar month after Unit Operator is furnished with the o r i g i n a l , photo­

s t a t i c , or c e r t i f i e d 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 fi v e (5) years from the effective date of th i s 

agreement unless (a) such date of expiration i s extended by the Director and 
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State Land Commissioner, or (b) i t is reasonably determined prior to the expir­

ation of the fixed term or any extension thereof that the unitized land i s i n ­

capable of production of unitized substances in paying quantities i n the forma­

tions tested hereunder and after notice of intention to terminate the agreement 

on such ground is given by the Unit Operator to a l l parties i n 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 i n i t i a l term 

or any extension thereof, i n which event the agreement shall remain i n effect 

for such term and so long as unitized substances can be produced i n quantities 

s u f f i c i e n t 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 dil i g e n t 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) i t is 

terminated as heretofore provided i n this agreement. 

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

centum, on an acreage basis, of the 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 a l l parties hereto. 

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

is hereby vested with authority to a l t e r or modify from time to time i n his 

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

quantity and rate are not fixed pursuant to Federal/or 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 i n the order of alteration or modification. Without regard to the fore­

going, the Director is also hereby vested with authority to a l t e r or modify from 

time to time i n 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 t h i s agreement and is not i n v i o l a t i o n 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 i n 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, i f any, subject to th i s agreement as to the quantity and 

rate of production i n the absence of specific written approval thereof by the 

State Commission. 

Powers i n this section vested i n the Director shall only be exercised 

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

than 15 days from notice. 

22. APPEARANCES. Unit Operator sha l l , after notice to other parties 

affected, have the ri g h t to appear for and on behalf of any and a l l interests 

affected hereby before the Department of the I n t e r i o r , the Commissioner of 

Public Lands, and the New Mexico O i l 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 r e l i e f from any of said regulations or i n 

any proceedings relative to operations before the Department of the I n t e r i o r , 

the State Land Commissioner or Commission or any other legally constituted 

authority; provided, however, that any other interested party shall also have 

the r i g h t at his own expense to be heard i n any such proceeding. 

23. NOTICES. A l l notices, demands or statements required hereunder 

to be given or rendered to the parties hereto shall be deemed f u l l y given i f 

given i n wr i t i n g and personally delivered to the party or sent by postpaid 

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

set f o r t h i n connection with the signatures hereto or to the r a t i f i c a t i o n or 

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

wr i t i n g to party sending the notice, demand or statement. 

24. NO WAIVER OF CERTAIN RIGHTS. Nothing i n this agreement contained 

shall be construed as a waiver by any party hereto of the r i g h t to assert any 

legal or constitutional right or defense as to the v a l i d i t y or i n v a l i d i t y of any 
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law of the State wherein said unitized lands are located, or of the United 

States, or regulations issued thereunder i n any way affecting such party, or as 

a waiver by any such party of any ri g h t beyond his or i t s authority to waive. 

25. UNAVOIDABLE DELAY. A l l obligations under this agreement requir­

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

produce unitized substances from any of the lands covered by thi s 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, i n 

whole or in part, by strikes, acts of God, Federal, State, or municipal law or 

agencies, unavoidable accidents, uncontrollable delays i n transportation, i n ­

a b i l i t y to obtain necessary materials i n open market, or other matters beyond 

the reasonable control of the Unit Operator whether similar to matters herein 

enumerated or not. 

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 t i t l e to any tra c t of unitized land 

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

such tract 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 t i t l e . In the event of a dispute as to t i t l e as to 

any royalty, working interest, or other interests subject thereto, payment or 

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

the dispute is f i n a l l y settled; provided, that, as to Federal and State land or 

leases, no payments of funds due the United States or 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 f i n a l settlement of the t i t l e dispute, and then applied as earned 

or returned i n accordance with such f i n a l settlement. 

Unit Operator as such is relieved from any responsibility for any 

defect or f a i l u r e of any t i t l e hereunder. 
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28. NONJOINDER AND SUBSEQUENT JOINDER. I f the owner of any sub­

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

or consent to this agreement, the owner of the working interest i n 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 thisj 

agreement by the Director. Any o i l or gas interests i n lands within the unit 

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

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

subscribing or consenting to this agreement, and, i f 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 r i g h t of subsequent 

joinder, as provided in this section, by a working interest owner is subject 

to such requirements or approvals, i f any, pertaining to such joinder, as may 

be provided for i n the unit operating agreement. After f i n a l approval hereof 

joinder by a non-working interest owner must be consented to i n w r i t i n g 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 

i n 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, i f more than one 

committed working-interest owner is involved, in order for the interest to be 

regarded as effect ively committed to t h i s unit agreement. Except as may 

otherwise herein be provided subsequent joinders to this agreement shall be 

effective as of the f i r s t day of the month following the f i l i n g with the 

Supervisor, the State Land Commissioner, and the Commission of duly executed 

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

of any t r a c t 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 a l l parties or may be 
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r a t i f i e d or consented to by separate instrument i n wri t i n g s p e c i f i c a l l y refer­

ring hereto and shall be binding upon a l l those parties who have executed such 

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

i f a l l such parties had signed the same document and regardless of whether or 

not i t is executed by a l l other parties owning or claiming an interest i n the 

lands within the above-described unit area. 

30. SURRENDER„ Nothing i n this agreement shall prohibit the exercise 

by any working interest owner of the ri g h t to surrender vested i n such party i n 

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

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

interest by such surrender or by f o r f e i t u r e as hereafter set f o r t h , is bound by 

the terms of th i s agreement. 

I f 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 f o r f e i t 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 i n the chain of t i t l e 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 mayi 

(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 t h i r t y (30) days after such lands are 
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so leased execute t h i s 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 agreement and 

the unit operating agreement. 

(3) Operate or provide for the operation of such land independently 

of t h i s agreement as to any part thereof or any o i l or gas deposits 

therein not then included within a participating area. 

I f 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 f o r f e i t u r e , 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, i n 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 

f o r f e i t u r e , 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 i n accordance with t h e i r respec­

tive participating working interest ownerships i n any such participating area 

or areas, and such owners of working interests shall compensate the fee owner 

of unitized substances i n such lands by paying sums equal to the rentals, mini­

mum royalties, and royalties applicable to such lands under the lease i n effect 

when the lands were unitized, as to such participating area or areas. 

Upon commitment of a working interest to th i s agreement and the unit 

operating agreement as provided i n this section, an appropriate accounting and 

settlement shall be made, to r e f l e c t the retroactive effect of the commitment, 

for a l l 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 t h i r t y (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 

fo r f e i t u r e as provided in this section shall not be defeated by the nonexistence 

of a unit operating agreement and i n the event no unit operating agreement i s i n 

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 i n t h i s section shall be deemed to l i m i t the r i g h t of joinder 

or subsequent joinder to this agreement as provided elsewhere i n this agreement. 

The exercise of any right vested i n a working interest owner to reassign such 

working interest to the party from whom obtained shall be subject to the same 

conditions as set f o r t h i n t h i s section i n 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 a l l v a l i d taxes on or 

measured by the unitized substances in and under or that may be produced, 

gathered and sold from the land subject to thi s 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 i n said t r a c t , and 

may currently retain and deduct s u f f i c i e n t 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 th i s agreement 

on the date set opposite their respective signatures. 

UNIT OPERATOR AND WORKING INTEREST 
OWNER 

Witness: 

Date: 

Witness: 

Witness: 

Date: 

Witness: 

Witness: 

Date: 

Witness: 

Witness; 

Date: 

Witness: 

Date: 

Witness; 

Witness: 

Date: 

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.O. 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 die Secretary of Interior, undez the act approved February 25, 

1920, 41 Stat 437, as amended, 30 U. S. C sees. 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. 6784,1 do hereby: 

A. Approve the attached ajreeoent for the development aid operation of the Cabezon 

Unit Area, State of law Masiee 

B. Certify and 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, minimi mi royalty, and royalty re­

quirements of all Federal leases committed to said agreement are hereby established, altered, changed, 

or 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 i s 
to be executed by parties owning and holding o i l and gas leases and royalty inter­
ests i n and under the property described, and upon examination, of said Agreement, 
the Commissioner finds: 

(a) That such agreement w i l l tend to promote the conservation 
of o i l and gas and the better u t i l i z a t i o n of reservoir 
energy i n said area. 

(b) That under the proposed agreement the State of New Mexico 
w i l l receive i t s f a i r share of the recoverable o i l or gas 
in place under i t s lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State of New 
Mexico w i l l receive i t s f a i r and equitable share of the 
recoverable o i l and gas under i t s lands within the area. 

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

NOW, THEREFORE, by vi r t u e 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 o i l 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 f u l l force and effect according to the terms and conditions of said 
Agreement. This approval i s subject to a l l of the provisions of the aforesaid 
statutes. 

IN WITNESS WHEREOF, thi s 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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BEFORE EXAMINER NUTTER 
Qttr^ONSERVATION COMMISSION 

) 
UNIT AGREEMENT 

FOR THE DEVELOPMENT AND OPET1AT16N OF 

THE CABEZON UNIT AREA 

COUNTY OF SANDOVAL 

STATE OF NEW MEXICO 

No. 

EXHIBIT NO. 

CASE NO. <=p<' ' J-

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

1961, by and between the parties subscribing, r a t i f y i n g , or consenting hereto, 

and herein referred to as the "parties hereto", 

WITNESSETH: WHEREAS, the parties hereto are the owners of working, 

royalty, or other o i l and gas interests in the unit area subject to thi s 

agreement; and 

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

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

representatives to unite with each other, or j o i n t l y or separately with others, 

in c o l l e c t i v e l y adopting and operating a cooperative or unit plan of develop­

ment or operation of any o i l or gas pool, f i e l d , or li k e area, or any part 

thereof, for the purpose of more properly conserving the natural resources 

thereof whenever determined and c e r t i f i e d by the Secretary of the Int e r i o r to be 

necessary or advisable i n 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 behalf of the State 

of New Mexico, insofar as i t covers and includes lands and mineral interests of 

the State of New Mexico; and 

WHEREAS, the Oil Conservation Commission of the State of New Mexico is 

authorized by 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 th i s agreement 

and the conservation provisions hereof; and 

WHEREAS, the parties hereto hold s u f f i c i e n t interests i n the Cabezon 

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

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

resources, prevent waste, and secure other benefits obtainable through develop­

ment and operation of the area subject to this agreement under the terms, con­

ditions, and limitations herein set f o r t h ; 

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

herein contained, the parties hereto commit to this agreement their respective 

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

as follows: 

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

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

operating and unit plan regulations, heretofore issued thereunder or v a l i d p e r t i ­

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 

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

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

hereof or the laws of the State i n 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, i n addition to the boundary of the unit area, the 

boundaries and iden t i t y of tracts and leases i n 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 o i l and gas interests i n a l l land i n the unit area. However, nothing herein 

or i n 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 i n 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 Oil and Gas supervisor, 
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hereinafter referred to as "Supervisor", or the Commissioner of Public Lands, 

hereinafter referred to as "State Land Commissioner", and not less than seven 

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

one copy shall be f i l e d with the 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 i n the following manner: 

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

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

State Land Commissioner after preliminary concurrence by the Director shall pre­

pare a notice of proposed expansion or contraction describing the contemplated 

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

posed effective date thereof preferably the f i r s t 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 w i l l be allowed for submission to the Unit Operator of any objections. 

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

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

Commissioner evidence of mailing of the notice of expansion or contraction and 

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

together with an application i n s u f f i c i e n t numbers for approval of such expan­

sion or contraction, and with appropriate joinders. 

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

sion or contraction s h a l l , upon approval by the Director and State Land Commis­

sioner, become effective as of the date prescribed in the notice thereof. 

(e) A l l legal subdivisions of unitized lands ( i . e . , 40 acres by 
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Government survey or i t s nearest l o t or tract equivalent i n 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 e n t i t l e d to 

be i n a participating area within 5 years after the f i r s t day of the month f o l ­

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

under this unit agreement, shall be eliminated automatically from this agreement, 

effective as of the f i r s t day thereafter, and such lands shall no longer be a 

part of the unit area and shall no longer be subject to t h i s agreement, unless 

at the expiration of said 5-year period d i l i g e n t d r i l l i n g operations are i n 

progress on unitized lands not e n t i t l e d to participation, in which event a l l 

such lands shall remain subject hereto for so long as such d r i l l i n g operations 

are continued d i l i g e n t l y , with not more than 90 days' time elapsing between the 

completion of one such well and the commencement of the next such well, except 

that the time allowed between such wells shall not expire ear l i e r than 30 days 

after the expiration of any period of time during which d r i l l i n g operations are 

prevented by a matter beyond the reasonable control of Unit Operator as set 

f o r t h i n the section hereof e n t i t l e d "Unavoidable Delay"; provided that a l l 

legal subdivisions of lands not i n a participating area and not e n t i t l e d to be­

come participating under the applicable provisions of this agreement within 10 

years after said f i r s t day of the month following the effective date of said 

f i r s t i n i t i a l 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 sha l l , 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 a l l 

parties in interest. 

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

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

accomplished by consent of the owners of 90% of the current unitized working 

interests and 60% of the current unitized basic royalty interests (exclusive of 

the basic royalty interests of the United States), on a total-nonparticipating-
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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. A l l lands committed to 

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

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

the unitized land are unitized under the terms of this 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 i n that capacity and not as an owner of 

interest i n unitized substances, and the term "working interest owner"' when 

used herein shall include or refer to Unit Operator as the owner of a working 

interest when such an interest is owned by i t . 

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

the r i g h t to resign at any time prior to the establishment of a participating 

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

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

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

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

owners and the Director and State Land Commissioner, and u n t i l a l l wells then 

d r i l l e d hereunder are placed i n a satisfactory condition for suspension or 

abandonment whichever 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 i n l i k e manner and sub­

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

established hereunder is i n existence, but at any time, for any reason whatso­

ever, there is no Unit Operator u n t i l a successor Unit Operator is selected and 

approved as hereinafter provided, the working interest owners shall be j o i n t l y 

responsible for performance of the duties of Unit Operator, and shall not later 

than 30 days before resignation or removal becomes effective appoint a common 

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

The resignation of Unit Operator shall not release Unit Operator from 

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

date of i t s resignation. 

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

i t s duties or obligations hereunder, be subject to removal by the same percent­

age vote of the owners of working interests determined i n l i k e 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 i t s r i g h t , t i t l e , or interest as the owner of a working interest 

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

Unit Operator becoming effective, such Unit Operator shall deliver possession of 

a l l equipment, materials, and appurtenances used i n conducting the unit opera­

tions and owned by the working interest owners to the new duly qual i f i e d suc­

cessor Unit Operator or to the owners thereof i f no such new Unit Operator i s 

elected, to be used for the purpose of conducting unit operations hereunder. 

Nothing herein shall be construed as authorizing removal of any material, 

equipment and appurtenances needed for the preservation of any wells. 

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

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

provided, or a change of Unit Operator is negotiated by working interest owners, 

the owners of the working interests i n the participating area or areas accord­

ing to their respective acreage interests i n such participating area or areas, 

or, u n t i l a participating area shall have been established, the owners of the 
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working interests according to their respective acreage interests i n a l l uni­

tized land, shall by majority vote select a successor Unit Operator; provided, 

that, i f a majority but less than 75 per cent of the working interests qualified 

to vote are owned by one party to t h i s agreement, a concurring vote of one or 

more additional working interest owners shall be required to select a new 

operator. Such selection shall not become effective u n t i l (a) a Unit Operator 

so selected shall accept in w r i t i n g the duties and responsibilities of Unit 

Operator, and (b) the selection shall have been approved by the Director and 

State Commissioner. I f no successor Unit Operator is selected and qualified as 

herein provided, the Director and State Land Commissioner at t h e i r election may 

declare t h i s unit agreement terminated. 

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

Operator is not the sole owner of working interests, costs and expenses incurred 

by Unit Operator i n conducting unit operations hereunder shall be paid and 

apportioned among and borne by the owners of working interests, a l l i n 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 

c o l l e c t i v e l y . Any agreement or agreements entered into between the working 

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

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

operating agreement shall also provide the manner i n which the working interest 

owners shall be e n t i t l e d to receive t h e i r respective proportionate and allocated 

share of the benefits accruing hereto i n conformity with 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 t h i s unit agreement or to relieve the Unit Operator of any 

ri g h t or obligation established under t h i s unit agreement, and i n case of any 

inconsistency or c o n f l i c t 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 t h i s section should be f i l e d with the 
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Supervisor, and one true copy with, the State Land Commissioner, prior to 

approval of t h i s agreement. 

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

specifically provided herein, the exclusive r i g h t , privilege, and duty of exer­

cising any and a l l rights of the parties hereto which are necessary or conven­

ient for prospecting f o r , producing, storing, allocating, and d i s t r i b u t i n g the 

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

Operator as herein provided. Acceptable evidence of t i t l e to said rights shall 

be deposited with said Unit Operator and, together with t h i s agreement, shall 

constitute and define the rig h t s , privileges, and obligations of Unit Operator. 

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

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

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

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

specified. 

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

hereof, the Unit Operator shall begin to d r i l l an adequate test well at a 
and the State Land Commissioner 

location approved by the Supervisor/ unless on such effective date a well is 

being d r i l l e d conformably with the terms hereof, and thereafter continue such 

d r i l l i n g d i l i g e n t l y u n t i l the top of the Cambrian ^DBGRKJoateformation has been 

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

can be produced i n paying quantities (to w i t : quantities s u f f i c i e n t to repay 

the costs of d r i l l i n g , and producing operations, with a reasonable p r o f i t ) or 

the Unit Operator shall at any time establish to the satisfaction of the satis-

and the State Land Commissioner 

faction of the Supervisor/that further d r i l l i n g of said well would be unwar­

ranted or impracticable, provided, however, that Unit Operator shall not i n any 

event be required to d r i l l said well to a depth i n excess of 7,300 feet. U n t i l 

the discovery of a deposit of unitized substances capable of being produced in 

paying quantities, the Unit Operator shall continue d r i l l i n g d i l i g e n t l y one 

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

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

unitized substances i n paying quantities is completed to the satisfaction of 

- 8 -



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

f 

and the State Land Commissioner 
said Supervisor/or u n t i l i t i s reasonably proved that the unitized land is 

incapable of producing unitized substances i n paying quantities i n the forma­

tions d r i l l e d hereunder. Nothing i n this section shall be deemed to l i m i t the 

ri g h t of the Unit Operator to resign as provided i n section 5 hereof, or as 

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

pending such resignation becoming effective i n order to comply with the require-

and the State land Commissioner 

ments of this section. The Director/may modify the d r i l l i n g requirements of 

this section by granting reasonable extensions of time when, i n his opinion, 

such action is warranted. 

Upon f a i l u r e to comply with the d r i l l i n g provisions of thi s 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 i n paying quanti-

and the State Land Commissioner 
t i e s , the Unit Operator shal l submit f o r 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/ shal l constitute the fu r ther d r i l l i n g and operating 

obligations of the Unit Operator under t h i s 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 shal l submit fo r 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 d i l i g e n t d r i l l i n g necessary 

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

substances i n paying quantities i n 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 o i l and gas resources of the 

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

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

practicable specify the operating practices regarded as necessary and 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 a l l parties to this agreement. Reasonable diligence 

shall be exercised i n complying with the obligations of the approved plan of 
and the State Land Commissioner are 

development. The Supervisor/lsc authorized to grant a reasonable extension of 

the 6-month period herein prescribed for submission of an i n i t i a l plan of devel­

opment where such action is j u s t i f i e d because of unusual conditions or circum­

stances. After completion hereunder of a well capable of producing any unitized 

substance i n paying quantities, no further wells, except such as may be necessarj 

to afford protection against operations not under th i s agreement or such as may 

and the State Land Commissioner 

be spec i f i c a l l y approved by the Supervisor/ shall be d r i l l e d except i n 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 i n 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 a l i ­

quot parts thereof, of a l l unitized land then regarded as reasonably proved to 

be productive of unitized substances i n paying quantities; a l l lands i n 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 i s l a t e r . 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 i n i t i a l partic­

ipating area. Said schedule also shall set f o r t h the percentage of unitized 

substances to be allocated as herein provided to each unitized tract i n 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 i n l i k e manner for each separate pool or 

deposit of unitized substances or for any group thereof produced as a single 

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

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 l i k e approval, whenever such action appears proper as a result of 

further d r i l l i n g operations or otherwise, to include additional land then re­

garded as reasonably proved to be productive i n 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 f i r s t 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 i f j u s t i f i e d 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. 

I t is the intent of this section that a participating area shall 

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

quantities; but, regardless of any revision of the participating area, nothing 

herein contained shall be construed as requiring any retroactive adjustment for 

production obtained prior to the effective date of the revision of the p a r t i c i ­

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 

d e f i n i t i o n or r e d e f i n i t i o n of a participating area, or u n t i l a participating 

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

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

the owners of working interests, except royalties due the United States, and the 

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

lands and the State 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 u n t i l a participating area is f i n a l l y 

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

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

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

as to wells on Federal land, and of the State Land Commissioner as to wells 

d r i l l e d on State land, that a well d r i l l e d under this agreement is not capable 

of production i n paying quantities and inclusion of the land on which i t is 

situated i n a participating area is unwarranted, production from such well shall, 

for the purposes of settlement among a l l parties other than working interest 

owners, be allocated to the land on which the well is located so long as such 

land 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 i n the unit operating agreement. 

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

each participating area established under this agreement, except any part there­

of used in conformity with good operating practices within the unitized area for 

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

pressuring or recycling i n 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 tr a c t of unitized land shall have allocated to i t such 

percentage of said production as the number of acres of such tr a c t included i n 

said participating area bears to the t o t a l acres of unitized land i n said par­

t i c i p a t i n g area, except that allocation of production hereunder for purposes 

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

production obligations of the respective working interest owners, shall be on 

the basis prescribed i n the unit operating agreement whether in conformity with 

the basis of allocation herein set f o r t h or otherwise. I t is hereby agreed that 

production of unitized substances from a participating area shall be allocated 

as provided herein regardless of whether any wells are d r i l l e d on any particular 

part of tract of said participating area. I f any gas produced from one p a r t i c i ­

pating area is used for repressuring or recycling purposes in another p a r t i c i -
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pating area, the f i r s t gas withdrawn from such last-mentioned participating area 

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

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

sale and such gas shall be allocated to the participating area from which 

i n i t i a l l y produced as constituted at the time of such f i n a l production. 

13. DEVELOPMENT OR OPERATION OF NONPARTICIPATING LAND OR FORMATIONS. 

Any party hereto owning or controlling the working interests i n 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, i f any, at such party's sole r i s k , 

cost, and expense d r i l l 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 i f such location is not within said participating area, 

unless within 90 days of receipt of notice from said party of his intention to 

d r i l l the well the Unit Operator elects and commences to d r i l l such well i n like 

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

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

in production such that the land upon which i t is situated may properly be 

included in a participating area, such participating area shall be established 

or enlarged as provided i n this agreement and the well shall thereafter be 

operated by Unit Operator in accordance with the terms of thi s agreement and 

the unit operating agreement. 

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

production i n quantities i n s u f f i c i e n t to j u s t i f y the inclusion i n a p a r t i c i ­

pating area of the land upon which such well is situated, such well may be 

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

requirements of this agreement. The royalties i n amount or value of production 

from any such well shall be paid as specified i n the underlying lease and 

agreements affected. 

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

Mexico and a l l royalty owners who, under existing contract, are e n t i t l e d to take 

in kind a share of the substances now unitized hereunder produced from any tract, 
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shall hereafter be e n t i t l e d to the r i g h t to take i n kind their share of the 

unitized substances allocated to such t r a c t , and Unit Operator, or in case of the 

operation of a well by a working interest owner as herein in special cases pro­

vided f o r , such working interest owner, shall make deliveries of such royalty 

share taken i n kind i n conformity with the applicable contracts, laws, and 

regulations. Settlement for royalty interest not taken i n 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. 

I f 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 f i r s t approved by the Supervisor, the State Land Commissioner, and the 

Commission, a l i k e amount of gas, after settlement as 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 i n 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 ri g h t of 

withdrawal shall terminate on the termination of this unit agreement. 

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

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

substances on the basis of the amounts thereof allocated to unitized Federal 

land as provided herein at the rates specified i n the respective Federal leases, 

or at such lower rate or rates as may be authorized by law or regulation; pro­

vided, that for leases on which the royalty rate depends on the daily average 

production per well, said average production shall be determined i n accordance 
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shall hereafter be e n t i t l e d to the r i g h t to take in kind their share of the 

unitized substances allocated to such t r a c t , and Unit Operator, or in case of the 

operation of a well by a working interest owner as herein i n special cases pro­

vided f o r , such working interest owner, shall make deliveries of such royalty 

share taken i n kind i n conformity with the applicable contracts, laws, and 

regulations. Settlement for royalty interest not taken i n 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. 

I f 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 f i r s t approved by the Supervisor, the State Land Commissioner, and the 

Commission, a l i k e amount of gas, after settlement as 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 i n 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 thi s unit agreement. 

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

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

substances on the basis of the amounts thereof allocated to unitized Federal 

land as provided herein at the rates specified i n the respective Federal leases, 

or at such lower rate or rates as may be authorized by law or regulation; pro­

vided, that for leases on which the royalty rate depends on the daily average 

production per well, said average production shall be determined i n accordance 
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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 i n l i e u there­

of due under their leases. Rental or minimum royalty for lands of the United 

States subject to thi s agreement shall be paid at the rate specified i n 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 d r i l l i n g operations were within the time 

therein specified commenced upon the land covered thereby or rentals paid for the 

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

shall, notwithstanding any other provision of this agreement, be deemed to 

accrue and become payable during the term thereof as extended by this agreement 

and u n t i l the required d r i l l i n g operations are commenced upon the land covered 

thereby or some portion of such land is included within a participating area. 
Rentals on State of New Mexico lands subject^to this Agreement shal be paid a.t the^r^re^sxeclfied .xn the respective leases. . . . , 

* ~o. CQINSER VAT ION. Operations nereunder ana product ion of unitized 

substances shall be conducted to provide for the most economical and e f f i c i e n t 

recovery of said substances without waste, as defined by or pursuant to State 

or Federal law or regulation. 

17. DRAINAGE. The Unit Operator shall take appropriate and adequate 

measures to prevent drainage of unitized substances from unitized land by wells 

on land not subject to this agreement or with the consent of the Director and 

the State Land Commissioner pursuant to applicable regulations pay a f a i r 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 a l l leases, subleases, and other contracts relating 
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to exploration, d r i l l i n g , development, or operation for o i l or gas of lands 

committed to thi s 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 f u l l 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 the i r approval hereof, or by the approval hereof by 

their duly authorized representatives, do hereby establish, a l t e r , change or 

revoke the d r i l l i n g , 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 l i m i t i n g the generality of the foregoing, a l l leases, sub­

leases, and contracts are pa r t i c u l a r l y modified i n accordance with the following 

(a) The development and operation of lands subject to thi s agree­

ment under the terms hereof shall be deemed f u l l performance of a l l 

obligations for development and operation with respect to each and 

every part or separately owned tract subject to this agreement, re­

gardless of whether there i s any development of any particular part 

or t r a c t 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 i n interest, 

or any of them. 

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

any tract of unitized lands w i l l be accepted and deemed to be 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 f a i l u r e to 

d r i l l or produce wells situated on the land therein embraced. 

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

unitized lands pursuant to direction or consent of the Secretary and 

the State Land Commissioner or their duly authorized representatives 

shall be deemed to constitute such suspension pursuant to such direc­

t i o n or consent as to each and every t r a c t of unitized land. 

(d) Each lease, sublease or contract relating to the explor-
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ation, d r i l l i n g , development or operation for o i l or gas of lands 

other than those of the United States committed to th i s agreement, 

which, by i t s terms might expire prior to the termination of th i s 

agreement, is hereby extended beyond any such term so provided 

therein so that i t shall be continued i n f u l l force and effect for 

and during the term of th i s 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 t h i s agreement shall continue i n force beyond the term 

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

lease committed hereto shall continue i n 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 i n 

paying quantities under this unit agreement prior to the expiration 

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

operations are commenced on unitized land, i n accordance with the 

provisions of this agreement, prior to the end of the primary term 

of such lease and are being d i l i g e n t l y prosecuted at that time, 

such lease shall be extended for two years and so long thereafter 

as o i l or gas is produced i n paying quantities i n accordance with 

the provisions of the Mineral Leasing Act Revision of 1960. 

( f ) Each sublease or contract rela t i n g to the operation and 

development of unitized substances from lands of the United States 

committed to th i s agreement, which by i t s terms would expire prior 

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

immediately preceding paragraph, w i l l expire, is hereby extended 

beyond any such term so provided therein so that i t shall be con­

tinued i n f u l l 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 i n 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 i n 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 un i t i z a t i o n : Provided, however, that any such 

lease as to the nonunitized portion shall continue i n force and 

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

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

produced in paying quantities." 

(h) Any lease, other than a Federal lease, having only a 

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

portion committed and the portion not committed, and the provisions 

of such lease shall apply separately to such segregated portions 

commencing as of the effective date hereof. In the event any such 

lease provides for a lump-sum rental payment, such payment shall be 

prorated between the portions so segregated i n 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 t h e i r successors i n interest u n t i l t h i s agreement terminates, 

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

hereto shall be and hereby is conditioned upon the assumption of a l l privileges 

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

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

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

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

s t a t i c , or c e r t i f i e d 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) i t is reasonably determined prior to the expir­

ation of the fixed term or any extension thereof that the unitized land is i n ­

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

tions tested hereunder and after notice of intention to terminate the agreement 

on such ground is given by the Unit Operator to a l l parties i n interest at their 

last known addresses, the agreement i s 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 i n i t i a l term 

or any extension thereof, i n which event the agreement shall remain i n effect 

for such term and so long as unitized substances can be produced i n quantities 

s u f f i c i e n t 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 di l i g e n t operations are i n 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) i t is 

terminated as heretofore provided i n th i s agreement. 

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

centum, on an acreage basis, of the owners of working 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 a l l parties hereto. 

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

is hereby vested with authority to a l t e r or modify from time to time i n his 

discretion the quantity and rate of production under th i s agreement when such 
or State law 

quantity and rate are not fixed pursuant to Federal/or 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 alter a t i o n or modification i n the public 

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

stated in the order of alteration or modification. Without regard to the fore­

going, the Director is also hereby vested with authority to alt e r or modify from 

time to time i n his discretion the rate of prospecting and development and the 

quantity and rate of production under this agreement when such alteration or 

- 19 -
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modification i s i n the interest of attaining the conservation objectives stated 

i n t h i s agreement and is not i n v i o l a t i o n 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 i n 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, i f any, subject to this agreement as to the quantity and 

rate of production i n the absence of specific written approval thereof by the 

State Commission. 

Powers i n this section vested i n the Director shall only be exercised 

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

than 15 days from notice. 

22. APPEARANCES. Unit Operator sha l l , after notice to other parties 

affected, have the ri g h t to appear for and on behalf of any and a l l interests 

affected hereby before the Department of the I n t e r i o r , the Commissioner of 

Public Lands, and the New Mexico Oil 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 r e l i e f from any of said regulations or i n 

any proceedings relative to operations before the Department of the I n t e r i o r , 

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 i n any such proceeding. 

23. NOTICES. A l l notices, demands or statements required hereunder 

to be given or rendered to the parties hereto shall be deemed f u l l y given i f 

given i n w r i t i n g and personally delivered to the party or sent by postpaid 

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

set f o r t h i n connection with the signatures hereto or to the r a t i f i c a t i o n or 

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

wri t i n g to party sending the notice, demand or statement. 

24. NO WAIVER OF CERTAIN RIGHTS. Nothing i n this agreement contained 

shall be construed as a waiver by any party hereto of the r i g h t to assert any 

legal or constitutional right or defense as to the v a l i d i t y or i n v a l i d i t y of any 
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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 rig h t beyond his or i t s authority to waive. 

25. UNAVOIDABLE DELAY. A l l obligations under this agreement requir­

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

produce unitized substances from any of the lands covered by thi s agreement shal! 

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, i n 

whole or i n part, by strikes, acts of God, Federal, State, or municipal law or 

agencies, unavoidable accidents, uncontrollable delays i n transportation, i n ­

a b i l i t y to obtain necessary materials i n open market, or other matters beyond 

the reasonable control of the Unit Operator whether similar to matters herein 

enumerated or not. 

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 t i t l e to any tract of unitized land 

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

such tract 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 t i t l e . In the event of a dispute as to t i t l e as to 

any royalty, working interest, or other interests subject thereto, payment or 

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

the dispute is f i n a l l y settled; provided, that, as to Federal and State land or 

leases, no payments of funds due the United States or 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 f i n a l settlement of the t i t l e dispute, and then applied as earned 

or returned i n accordance with such f i n a l settlement. 

Unit Operator as such is relieved from any responsibility for any 

defect or f a i l u r e of any t i t l e hereunder. 
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1 28. NONJOINDER AND SUBSEQUENT JOINDER. I f the owner of any sub-

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

3 or consent to this agreement, the owner of the working interest in that tract 

4 may withdraw said t r a c t from this agreement by written notice to the Director, 

5 the State Land Commissioner, and the Unit Operator prior to the approval of this 

6 agreement by the Director. Any o i l or gas interests i n lands within the unit 

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

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

9 subscribing or consenting to this agreement, and, i f the interest is a working 

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

11 agreement. After operations are commenced hereunder, the r i g h t of subsequent 

12 joinder, as provided in t h i s section, by a working interest owner is subject 

13 to such requirements or approvals, i f any, pertaining to such joinder, as may 

14 be provided for i n the unit operating agreement. After f i n a l approval hereof 

15 joinder by a non-working interest owner must be consented to i n w r i t i n g by the 

16 working interest owner committed hereto and responsible for the payment of any 

l ? benefits that may accrue hereunder in behalf of such non-working interest. 

18 Joinder by any owner of a non-working interest, at any time, must be accompan-

1^ 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 

p i 

A unit agreement by a working-interest owner, at any time, must be accompanied 

22 
23 
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25 
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27 

28 

29 
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31 

32 

by appropriate joinder to the unit operating agreement, i f more than one 

committed working-interest owner is involved, in order for the interest to be 

regarded as effec t i v e l y committed to t h i s unit agreement. Except as may 

otherwise herein be provided subsequent joinders to this agreement shall be 

effective as of the f i r s t day of the month following the f i l i n g with the 

Supervisor, the State Land Commissioner, and the Commission of duly executed 

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

of any tra c t to this agreement unless objection to such joinder i s 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 a l l parties or may be 
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r a t i f i e d or consented to by separate instrument i n wri t i n g s p e c i f i c a l l y refer­

ring hereto and shall be binding upon a l l those parties who have executed such 

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

i f a l l such parties had signed the same document and regardless of whether or 

not i t is executed by a l l other parties owning or claiming an interest i n the 

lands within the above-described unit area. 

30. SURRENDER„ Nothing i n this agreement shall prohibit the exercise 

by any working interest owner of the ri g h t to surrender vested i n such party i n 

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

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

interest by such surrender or by f o r f e i t u r e as hereafter set f o r t h , is bound by 

the terms of th i s agreement. 

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

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

tized substances, said party shall f o r f e i t 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 i n the event such agree­

ments are not so executed, the party next i n the chain of t i t l e 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, 

I f as the result of any such surrender or f o r f e i t u r e the working 

interest rights as to such lands become vested i n 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 t h i r t y (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 agreement and 

the unit operating agreement. 

(3) Operate or provide for the operation of such land independently 

of t h i s agreement as to any part thereof or any o i l or gas deposits 

therein not then included within a participating area. 

I f 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 f o r f e i t u r e , 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, i n 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 

f o r f e i t u r e , 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 i n accordance with t h e i r respec­

tive participating working interest ownerships i n any such participating area 

or areas, and such owners of working interests shall compensate the fee owner 

of unitized substances i n such lands by paying sums equal to the rentals, mini­

mum royalties, and royalties applicable to such lands under the lease i n effect 

when the lands were unitized, as to such participating area or areas. 

Upon commitment of a working interest to t h i s agreement and the unit 

operating agreement as provided i n this section, an appropriate accounting and 

settlement shall be made, to r e f l e c t the retroactive effect of the commitment, 

for a l l 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 thi s agreement within t h i r t y (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 

fo r f e i t u r e as provided i n this section shall not be defeated by the nonexistence 

of a unit operating agreement and i n the event no unit operating agreement is i n 

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 i n t h i s section shall be deemed to l i m i t the r i g h t of joinder 

or subsequent joinder to this agreement as provided elsewhere i n this agreement. 

The exercise of any ri g h t vested i n a working interest owner to reassign such 

working interest to the party from whom obtained shall be subject to the same 

conditions as set f o r t h i n t h i s section i n 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 a l l v a l i d taxes on or 

measured by the unitized substances i n and under or that may be produced, 

gathered and sold from the land subject to thi s contract after the effective 

date of thi s 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 6aid taxes to the royalty owners having interests i n said t r a c t , and 

may currently retain and deduct s u f f i c i e n t 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 th i s agreement 

on the date set opposite their respective signatures. 

UNIT OPERATOR AND WORKING INTEREST 
OWNER 

Witness; 

Date: 

Witness: 

Witness: 

Date: 

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 

Witness: 

Witness: 

Date: 

BRITISH AMERICAN OIL PRODUCING COMPANY 

By 

By _ 

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

Witness: 

Witness: 

Date: 

TRANSMOUNTAIN PRODUCTION COMPANY 

By 

By_ 

Address: 800 San Jacinto Building 
Houston, Texas 

Witness: 

Date: 

ELIZABETH ANN ELLIOTT 

By 

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

Witness: 

Witness: 

Date: 

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 th i s agreement 

on the date set opposite their respective signatures. 

UNIT OPERATOR AND WORKING INTEREST 
OWNER 

Witness: 

Date: 

Witness; 

Witness: 

Date: 

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.O. Box 1121 
Durango, Colorado 

Witness: 

Witness: 

Date: 

BRITISH AMERICAN OIL PRODUCING COMPANY 

By ; 

By __ 

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

Witness: 

Witness: 

Date: 

TRANSMOUNTAIN PRODUCTION COMPANY 

By 

By_ 

Address: 800 San Jacinto Building 
Houston, Texas 

Witness: 

Date: 

ELIZABETH ANN ELLIOTT 

By 

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

Witness: 

Witness: 

Date: 

DELHI-TAYLOR OIL CORPORATION 

By 

By 

Address: 360 Denver Club Building 
Denver, Colorado 
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CERTIFICATION DETERMINATION 

Pursuant to theauthxxity vested in the Secretary of Interior, under the act approved February 25, 

1920, 41 Stat 437, as amended, 30 U. S. C sees. 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. 6784,1 do hereby: 

A. Approve the att.arhwl qgreeaert; for the development aad operation e£ the Cabezon 

Unit Area, State of laa? MndLee 

B. Certify and «̂ »»—— 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 chilling, producing, rental, minimum royalty, and royalty re­

quirements of all Federal leases axmnitted to said agreement are hereby established, altered, changed, 

or 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 o i l and gas leases and royalty inter­
ests i n and under the property described, and upon examination of said Agreement, 
the Commissioner finds: 

(a) That such agreement w i l l tend to promote the conservation 
of o i l and gas and the better u t i l i z a t i o n of reservoir 
energy i n said area. 

(b) That under the proposed agreement the State of New Mexico 
w i l l receive i t s f a i r share of the recoverable o i l or gas 
in place under i t s lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State of New 
Mexico w i l l receive i t s f a i r and equitable share of the 
recoverable o i l and gas under i t s lands within the area. 

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

NOW, THEREFORE, by vi r t u e 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 o i l 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 f u l l force and effect according to the terms and conditions of said 
Agreement. This approval i s subject to a l l of the provisions of the aforesaid 
statutes. 

IN WITNESS WHEREOF, th i s Certificate of Approval is executed, with 
seal affixed, t h i s 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 trteautrwciry vested in die Secretary oimtedot, under the act approved February 25, 

1920, 41 Stat 437, as amended, 30 U. S. C. sees. 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. 6784,1 do hereby: 

A. >̂prove the attached ajEreeaeflt for the development aid operation of the Cabezon 

lint Area, State of 9mm Maxlee 

B. Certify and (hat 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, nrinirmm. royalty, and royalty re­

quirements of all Federal leases committed to said agreement are hereby established, altered, changed, 

or revoked to conform with the terms and conditions of this agreement. 

_ J DEC - - J96i 
Dated . 

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 S-^KTCL^ \^>S^> I , I 9 (o I which has been executed or is 
to be executed by partt.es owning and" holding o i l and gas leases and royalty inter­
ests i n and under the property described, and upon examination of said Agreement, 
the Commissioner finds: 

(a) That such agreement w i l l tend to promote the conservation 
of o i l and gas and the better u t i l i z a t i o n of reservoir 
energy i n said area. 

(b) That under the proposed agreement the State of New Mexico 
w i l l receive i t s f a i r share of the recoverable o i l or gas 
in place under i t s lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State of New 
Mexico w i l l receive i t s f a i r and equitable share of the 
recoverable o i l and gas under i t s lands within the area. 

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

NOW, THEREFORE, by vi r t u e 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 o i l 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 f u l l force and effect according to the terms and conditions of said 
Agreement. This approval is subject to a l l of the provisions of the aforesaid 
statutes. 

IN WITNESS WHEREOF̂  th i s Certificate of Approval is executed, with 
seal affixed, t h i s 5L ̂  t$L day of K ^ ^ . ,-JU_A , 19 6>j . 

Commissioner of Public Lands 
of the State of New Mexico 


