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BEFORE THE 
OIL CONSERVATION CONUSSION 

Santa Fe, Haw Maxico 
Novambar 8, 1962 

IN THE MATTER OFI ; 

Application of Curtis R. Inman for approval : 
of a unit agreement, Eddy County, Saw Naxieo. : 
Applicant, ln tha above-styled cauaa, seeks : 
approval of tbe Carnero Peak Unit Area com- : 
prising 12,151 acres, more or lass, of State, i 
Federal and Fae lands in Townships 22 and 23 ; 
South, Ranges 2k and 25 East, Eddy County, : 
New Mexico* ; 

! CASE 

' NO. 2633 

BEFORE: 

Daniel S. Nutter, Examiner. 

TRANSCRIPT OF PROCEEDINGS 

MR. NUTTER: The next case will be 2683. 

MR. BURETTE: Case 2683. Application of Curtis R. 

Inman for approval of a unit agreement, Eddy County, New Mexico, 

MR. RICHARDSON: Randolph M. Richardson, Roswell, New 

Mexico, representing Mr. Inman. I have one witness, Mr. Curtis R. 

Inman. 

(Whereupon, Exhibits 1 through 5, inclusive, marked for 

identification*) 
***** 

C U R T I S R. INMAN, the Applicant, having been first 

duly sworn, was examined and testified as follows: 

DIRECT EXAMINATION 

BT MR. RICHARDSON: 
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Q Mr. Inman, hare you ever testified before tha Oil 

Conservation Commission before? 

A Io, I naver have. 

Q Would you state your educational background, occupation, 

and experience which would qualify you to testify in connection 

with the Carnero Peak Unit? 

A Well, I don*t have any professional degree in engineer­

ing or geology. I graduated from college. My qualifications, as 

such,would have to be based on practical experience. I went to 

Midland in 1937 and started out as an independent oil operator, 

and have been continually in that capacity since that time. Being 

a small independent, I have had to handle a l l phases of the d r i l l ­

ing and development and completion of wells during that time. 

I have had to evaluate the geological reports that were submitted 

to me, and worked with geologists. I might say that tha geologist 

who worked for me on this particular instance would have been here, 

but he was called out on a well and was unable to attend, so he 

and I are the only ones with the sufficient background to testify 

in this particular matter. 

MR. KUTTERs You are an interested party to this Unit 

Agreement and have a working interest in the unit? 

A Tes; i t is my Unit Agreement. 

MR. NUTTER: Please proceed, Mr. Richardson. 

MR. RICHARDSON: Are the qualifications acceptable? 

MR. IfUTTiR? Yesr sir. 
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Q (By Mr. Richardson) You have before you a geological 

report consisting actually, I think we marked the exhibits 1 

through 5, i t is a l l part of the geological report. I wonder i f 

you would go through the report briefly with reference to the maps 

and cross-sections and what-not, and identify the different maps 

and state briefly in your own words the contents of the report and 

what the report shows, and your recommendations. 

A Well,this is strictly a wildcat area, and the geological 

report has dealt mainly with the subsurface interpretation from 

wells that were drilled immediately adjacent to the proposed unit. 

The wells drilled, the three wells drilled in the area are on the 

flanks of an anticipated subsurface structure. The Stanolind-

Guadalupe Hills well, which was drilled in the northeast corner 

of the unit, is an anomalous well, and I believe probably would be 

the reason that this subsurface structure is set up. Regionally, 

the dip is to the East from the dry hole drilled by Northern-

Natural McKettrick wall, going East to the Stanolind well, and 

further East to the Honolulu-McKettrick well. However, the Stano­

lind well is approximately 150 feet high on the Devonian, to the 

Northern-Natural well, where regionally i t would be anticipated to 

be quite a bit lower. 

Going beyond that interpretation, the logs of these three 

wells show that the horizons that could reasonably be expected to 

produce oil are present in a l l of these wells. The logs, sonic 

logs, mioro logs show that there io porosity in these zones so 
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that i f there is the anticipated structure, you might reasonably 

expect to obtain gas and o i l ; i t is probably a gas prospect, rather 

than an oil prospect. 

There has been a l i t t l e seismic work done in the area. I have 

not seen i t , i t is not mine. Just by putting the unit together 

and discussing with the companies, I have determined that any 

seismic work that has been done in there i s , very generally i t has 

been rather expansive, and the interpretation from i t has been 

quite unfavorable. 

Q Mr. Inman, the size of the unit, could you give the 

Commission those figures? 

A Yes, the unit's total acreage is 12,151.4 acres. There 

is approximately 9700 acres of Federal land, 1900 acres of State 

land, and 422 acres of Fee land. 

Q Mr. Inman, this report was prepared by a Mr. Dan L. 

Ward, consulting geologist, of Midland, and the report, that was 

prepared for you and under your supervision; in other words, i t 

is your report, done for you at your insistence? 

A Right. 

Q You did mention the seismic and gravity surveys to 

which you do not have access, but actually i t was not a report 

based primarily, or a — 

A It's based solely on surface and subsurface control, 

plus the fact that there is a known surface structure in that area. 

Q In the report, Mr. Inman, you mentionedf or Mr. Ward 



PAGE 6 

does, mentions a location for the proposed test well near the 

common corners of Sections 29, 30, 31, and 32. I wonder i f you 

would t e l l the Commission i f this is a definite location, or 

projected, or approximately where you would intend to dr i l l ? 

A I t is not a definite location in that i t hasn't been 

staked as yet; but i t is as close to the location as I can deter­

mine i t at this time. The surface conditions and a l l play some 

part in the location of the well in that area; it's quite a rough 

area. 

Q Mr. Inman, can you t e l l the Commission i f the unit area 

has been designated by the United States Geological Survey as an 

area logically suitable for unitization? 

A I t has. 

Q Can you t e l l the Commission whether or not the Unit 

Agreement has been submitted to the Commissioner of Public Lands 

of the State of New Mexico for his approval? 

A I t has been approved as to form and content. 

Q I t has been committed, and has been approved as to 

form and content by the Commissioner of Public Lands? 

A Tes, i t has. 

Q Mr. Inman, essentially do you feel that the unit area 

covers a l l , or substantially a l l of the geological structure? 

A From tha information we have, i t does. 

Q In the event of a discovery of unitized substance in 

p a y i n g quant, i t.i a a , wmilr! t.hm U n i t agr ft am ant. pT-nmr>tft t.fr« n r H ^ r T y 
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development and the interest of conservation and prevention of 

waste? 

A I t would. 

Q In the event of a discovery of unitized substances in 

paying quantities, would the State of New Mexico receive their 

fair and proper share of production? 

A Yes, i t would. 

MR. RICHARDSON: I believe that is about a l l , 

MR. NUTTER: Are there any questions of Mr. Inman? 

MR. RICHARDSON: We would like to submit the geological 

report containing the different portions in evidence. 

MR. NUTTER: The documents that are marked Exhibits 

1, 2, 3, and 4 are part of the geological report? 

MR. RICHARDSON: Right, they are a l l a part of i t . 

MR. NUTTER: Inman»s Exhibits 1 through 5. will be ad­

mitted in evidence. Are there any questions of Mr. Inman? 

CROSS-EXAMINATION 

BY MR. NUTTER: 

Q Are you designated by the Unit Agreement as the unit 

operator? 

A Yes, I am. 

Q The Unit Agreement does provide for a test well to be 
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dri l led? 

A I t provides for a test well to be drilled to test the 

Devonian or eleven hundred feet. 

Q Is there provision in the Unit Agreement for subsequent 

joinder? 

A Yes, there i s , 

Q What percent of the working interest in the defined 

unit area has committed its acreage? 

A Part of the acreage in the Unit Agreement is involved 

in the suit? taking that acreage out, there is a l i t t l e better 

than 90 percent. 

Q You got 90 percent of the working interest, not count­

ing the acreage that i s involved in a suit? 

A Yes. 

MR. RICHARDSON: It is not signed committed. I t is 

an indication in oral agreement to commit, rather than actually-

having the Unit Agreement executed. 

Q (By Mr. Nutter) Has the Unit Agreement been executed 

by any of the working interests? 

A The Unit Agreement and the Unit Operating Agreement 

are in the hands of a l l the interested parties at this time for 

their confirmation. In other words, as to the wording and the 

content of i t , i t has been indicated for some of them that the 

agreement is satisfactory. 

0 But i t is not definitely signed? , • 
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A I t ha* not def i n i t e l y been signed. 

Q But the U.S.G.S., and the State Land Commissioner have 

both indicated their approval of the form and context? 

A They both have. 

MR. NUTTER: Are there any further questions of Mr. 

Inman? 

(No response.) 

MR. NUTTER: He may be excused. Do you have anything 

further you wish to offer? 

MR. RICHARDSON: No, thank you. 

MR. NUTTER: Does anyone have anything further they 

wish to offer i n Case 2683? 

(No response.) 

MR. NUTTER: We'll take the case under advisement. 
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STATE OP SEW MEXICO ) 
) ss. 

COUNTY OF BERNALILLO ) 

I, ADA DEARNLEY, Court Reporter, do hereby certify that the 

foregoing and attached transcript of proceedings before the New 

Mexico Oil Conservation Commission at Santa Fe, New Mexico, is a 

true and correct record to the best of my knowledge, skill and 

ability. 

IN WITNESS WHEREof I have affixed my hand and notarial seal 

thla-y day $t C X J J L ^ ^ J ^ J . 1962. 

ARY PUBLIC-COURT REPORTER. 

My Commission Expires: 

June 19, 1963. 

I do hereby cer+i t v +K ̂  
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WITNESS 

CURTIS R. INMAN 

Direct Examination by Mr. Richardson 

Cross-Examination by Mr. Nutter 
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BEFORE THE 
OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 
November 8, 1962 

IN THE MATTER OF: 

Application of Curtis R. Inman for approval 
of a unit agreement, Eddy County, New Mexico. 
Applicant, i n the above-styled cause, seeks 
approval of the Carnero Peak Unit Area com­
prising 12,151 acres, more or less, of State, 
Federal and Fee lands l n Townships 22 and 23 
South, Ranges 24 and 25 East, Eddy County, 
New Mexico. 

CASE 

NO. 2683 

BEFORE: 

Daniel S. Nutter, Examiner. 

TRANSCRIPT OF PROCEEDINGS 

MR. NUTTER: The next case w i l l be 2683. 

MR. BURETTE: Case 2683. Application of Curtis R. 

Inman for approval of a unit agreement, Eddy County, New Mexico. 

MR. RICHARDSON: Randolph M. Richardson, Roswell, New 

Mexico, representing Mr. Inman. I have one witness, Mr. Curtis R. 

Inman. 

(Whereupon, Exhibits 1 through 5, inclusive, marked for 

identification.) 
***** 

C U R T I S R. I N M A N , the Applicant, having been f i r s t 

duly sworn, was examined and t e s t i f i e d as follows: 

DIRECT EXAMINATION 

BY MR. RICHARDSON: 
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Q Mr. Inman, have you ever testified before the Oil 

Conservation Commission before? 

A No, I never have. 

Q Would you state your educational background, occupation, 

and experience which would qualify you to testify in connection 

with the Carnero Peak Unit? 

A Well, I don't have any professional degree in engineer­

ing or geology. I graduated from college. My qualifications, as 

such, would have to be based on practical experience. I went to 

Midland in 1937 and started out as an independent oil operator, 

and have been continually in that capacity since that time. Being 

a small independent, I have had to handle a l l phases of the d r i l l ­

ing and development and completion of wells during that time. 

I have had to evaluate the geological reports that were submitted 

to me, and worked with geologists. I might say that the geologist 

who worked for me on this particular instance would have been here; 

but he was called out on a well and was unable to attend, so he 

and I are the only ones with the sufficient background to testify 

ln this particular matter. 

MR. NUTTER: You are an interested party to this Unit 

Agreement and have a working Interest in the unit? 

A Yesj i t i s my Unit Agreement. 

MR. NUTTER: Please proceed, Mr. Richardson. 

MR. RICHARDSON: Are the qualifications acceptable? 

MR. NUTTER: Yes, s i r . 
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Q (By Mr. Richardson) You have before you a geological 

report consisting actually, I think we marked the exhibits 1 

through 5# i t is a l l part of the geological report. I wonder if 

you would go through the report briefly with reference to the maps 

and cross-sections and what-not, and identify the different maps 

and state briefly in your own words the contents of the report and 

what the report shows, and your recommendations. 

A Well, this is strictly a wildcat area, and the geologica 

report has dealt mainly with the subsurface interpretation from 

wells that were drilled immediately adjacent to the proposed unit. 

The wells drilled, the three wells drilled in the area are on the 

flanks of an anticipated subsurface structure. The Stanolind-

Guadalupe Hills well, which was drilled in the northeast corner 

of the unit, is an anomalous well, and I believe probably would be 

the reason that this subsurface structure is set up. Regionally, 

the dip is to the East from the dry hole drilled by Northern-

Natural McKettrick well, going East to the Stanolind well, and 

further East to the Honolulu-McKettrick well. However, the Stano­

lind well is approximately 150 feet high on the Devonian, to the 

Northern-Natural well, where regionally i t would be anticipated to 

be quite a bit lower. 

Going beyond that interpretation, the logs of these three 

wells show that the horizons that could reasonably be expected to 

produce oil are present in a l l of these wells. The logs, sonic 

ingsf micro logs show that there is porosity in these zones so 
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that i f there Is the anticipated structure, you might reasonably 

expect to obtain gas and o i l ; i t i s probably a gas prospect, rathê r-

than an oil prospect. 

There has been a l i t t l e seismic work done in the area. I havjs 

not seen I t , i t i s not mine. Just by putting the unit together 

and discussing with the companies, I have determined that any 

seismic work that has been done in there i s , very generally i t has 

been rather expansive, and the interpretation from I t has been 

quite unfavorable. 

Q Mr. Inman, the size of the unit, could you give the 

Commission those figures? 

A Yes, the unit's total acreage i s 12,151.4 acres. There 

is approximately 9700 acres of Federal land, 1900 acres of State 

land, and 422 acres of Fee land. 

Q Mr. Inman, this report was prepared by a Mr. Dan L. 

Ward, consulting geologist, of Midland, and the report, that was 

prepared, for you and under your supervision; in other words, i t 

is your report, done for you at your insistence? 

A Right. 

Q You did mention the seismic and gravity surveys to 

which you do not have access, but actually i t was not a report 

based primarily, or a — 

A It's based solely on surface and subsurface control, 

plus the fact that there i s a known surface structure in that area 

Q. In the report. Mr. Inman, you mentioned, or Mr. Ward 
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does, mentions a location for the proposed test well near the 

common corners of Sections 29, 30, 31, and 32. I wonder I f you 

would t e l l the Commission i f this i s a definite location, or 

projected, or approximately where you would intend to drill? 

A I t i s not a definite location in that i t hasn't been 

staked as yet; but i t i s as close to the location as I can deter­

mine i t at this time. The surface conditions and a l l play some 

part in the location of the well In that area; i t ' s quite a rough 

area. 

Q Mr. Inman, can you t e l l the Commission i f the unit area 

has been designated by the United States Geological Survey as an 

area logically suitable for unitization? 

A I t has. 

Q Can you t e l l the Commission whether or not the Unit 

Agreement has been submitted to the Commissioner of Public Lands 

of the State of New Mexico for his approval? 

A I t has been approved as to form and content. 

Q I t has been committed, and has been approved as to 

form and content by the Commissioner of Public Lands? 

A Yes, i t has. 

Q Mr. Inman, essentially do you feel that the unit area 

covers a l l , or substantially a l l of the geological structure? 

A Prom the information we have, i t does. 

Q In the event of a discovery of unitized substance in 

paying quantities f would the Unit Agreement promote the orderly 
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development and the interest of conservation and prevention of 

waste? 

A I t would. 

Q In the event of a discovery of unitized substances in 

paying quantities, would the State of New Mexico receive their 

f a i r and proper share of production? 

A Yes, i t would. 

MR. RICHARDSON: I believe that is about a l l . 

MR. NUTTER: Are there any questions of Mr. Inman? 

MR. RICHARDSON: We would like to submit the geological 

report containing the different portions in evidence. 

MR. NUTTER: The documents that are marked Exhibits 

1, 2, 3, and 4 are part of the geological report? 

MR. RICHARDSON: Right, they are a l l a part of i t . 

MR. NUTTER: Inman1s Exhibits 1 through 5 w i l l be ad­

mitted In evidence. Are there any questions of Mr. Inman? 

CROSS-EXAMINATION 

BY MR. NUTTER: 

Q Are you designated by the Unit Agreement as the unit 

operator? 

A Yes, I am. 

Q The Unit Agreement does provide for a test well to be 
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drilled? 

A i t provides for a test well to be drilled to test the 

Devonian or eleven hundred feet. 

Q Is there provision in the Unit Agreement for subsequent 

joinder? 

A Yes, there i s . 

Q What percent of the working interest in the defined 

unit area has committed its acreage? 

A Part of the acreage in the Unit Agreement is involved 

in the suit; taking that acreage out, there is a lit t l e better 

than 90 percent. 

Q You got 90 percent of the working interest, not count­

ing the acreage that is involved In a suit? 

A Yes. 

MR. RICHARDSON: It is not signed committed. It is 

an indication In oral agreement to commit, rather than actually 

having the Unit Agreement executed. 

Q (By Mr. Nutter) Has the Unit Agreement been executed 

by any of tha working interests? 

A The Unit Agreement and the Unit Operating Agreement 

are in the hands of al l the interested parties at this time for 

their confirmation. In other words, as to the wording and the 

content of i t , i t has been Indicated for some of them that the 

agreement is satisfactory. 

. Q But i t is not definitely signed? 
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A I t has not definitely been signed. 

Q But the U.S.G.S., and the State Land Commissioner have 

both indicated their approval of the form and context? 

A They both have. 

MR. MUTTER: Are there any further questions of Mr. 

Inman? 

(No response.) 

MR. NUTTER: He may be excused. Do you have anything 

further you wish to offer? 

MR. RICHARDSON: No, thank you. 

MR. NUTTER: Does anyone have anything further they 

wish to offer in Case 2683? 

(No response.) 

MR. NUTTER: We'll take the case under advisement. 
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STATE OP NEW MEXICO ) 
) ss, 

COUNTY OP BERNALILLO ) 

I, ADA DEAJRNLEY, Court Reporter, do hereby certify that the 

foregoing and attached transcript of proceedings before the New 

Mexico Oil Conservation Commission at Santa Pe, New Mexico, is a 

true and correct record to the best of my knowledge, skill and 

ability. 

IN WITNESS WHERIOP I have affixed my hand and notarial seal 

this 4^ day of. 
'/ 

Ic x Z » 1962. 

NOTARY PUBLIC-COURT REPCfM 

My Commission Expires: 

June 19, 1963. 

I do hereby certify .that the foregoing ia 
a co.r.plove roo:;rd of tbe p roceed ings^ 

the txij::.^ 
hea-i by uc c-:i.. 

hearjjss of G . ^ No* 

lr4*c^»u~<m»<r —t Examiner 
HeVEexioo Oil Conservation Commission 
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WITNESS 

CURTIS R* INMAN 

Direct Examination by Mr. Richardson 

Cross-Examination by Mr. Nutter 

PAGE 

2 

7 

NUMBER EXHIBIT 

E X H I B I T S 

MARKED OFFERED ADMITTED 

Inman Geological 
1-5,Inc. Reports 



U N I T A G R E E M E N T 
FOR THE D E V E L O P M E N T AND OPERATION O F THE 

CARNERO PEAK UNIT A R E A 
EDDY COUNTY, NEW MEXICO 

N O . _ 

THIS AGREEMENT, entered into as of the 19th day of October, 1962, 

by and between the par t ies subscribing, r a t i f y i n g , or consenting hereto, and 

here in r e f e r r e d to as the "par t ies he re to , " 

WITNESSETH: 

WHEREAS, the par t ies hereto are the owners of work ing , roya l ty or 

other o i l and gas interes ts i n the uni t area subject to this agreement; and, 

WHEREAS, the M i n e r a l Leasing Act of February 25, 1920, 41 Stat. 437, 

as amended, 30 U. S. C. Sees. 181 et seq., authorizes Federa l lessees and thei r 

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

i n co l lec t ive ly adopting and operating a cooperative or uni t plan of development 

or operation of any o i l or gas pool , f i e l d , or l i ke area, or any par t thereof f o r 

the purpose of more p rope r ly conserving the na tura l resources thereof when­

ever determined and c e r t i f i e d by the Secretary of the I n t e r i o r to be necessary 

or advisable i n the public in teres t ; and, 

WHEREAS, the Commiss ioner of Publ ic Lands of the State of New Mexico 

is authorized by an Ac t of the Legis la ture (Sec. 7-11-39 N . M . Statutes 1953 

Annotated) to consent to or approve this agreement on behalf of the State of New 

Mexico, insofa r as i t covers and includes lands and m i n e r a l interests of the 

State of New Mexico; and, 

WHEREAS, the O i l Conservation Commiss ion of the State of New Mexico 

i s authorized by an A c t of the Legis la ture (Chapter 72, Laws of 1935, as amended 

by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and Chapter 168, 

Laws of 1949) to approve this agreement and the conservation provis ions hereof; 

and, 



WHEREAS, the par t ies hereto hold suff ic ient in teres ts i n the Carnero 

Peak Unit Area covering the land here inaf ter described to give reasonably effec­

tive cont ro l of operations therein; and, 

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

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

ment and operat ion of the area subject to this agreement under the t e rms , 

conditions and l imi t a t i ons here in set f o r t h ; 

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

here in contained, the par t ies hereto commit to this agreement thei r respective 

interests i n the below-defined uni t area, and agree several ly among themselves 

as fo l lows : 

1. E N A B L I N G A C T AND REGULATIONS. The M i n e r a l Leasing Ac t of 

February 25, 1920, as amended, supra, and a l l va l id pert inent regulations, 

including operating and unit plan regulat ions, heretofore issued thereunder or 

va l i d , per t inent , and reasonable regulations hereaf ter issued thereunder are 

accepted and made a par t of this agreement as to Federa l lands, provided such 

regulations are not inconsistent w i th the t e rms of this agreement; and a s to 

State of New Mexico and p r iva t e ly owned lands, the o i l and gas operating regu­

lat ions i n ef fec t as of the ef fec t ive date hereof governing d r i l l i n g and producing 

operations, not inconsistent w i t h the t e rms hereof or the laws of the State of 

New Mexico are hereby accepted and made a par t of this agreement. 

2. UNIT AREA. The area specif ied on the map attached hereto marked 

Exhib i t " A " is hereby designated and recognized as consti tuting the unit a r e a , 

containing 12, 151. 48 acres , m o r e or less. 

Exhib i t " A " shows, i n addit ion to the boundary of the unit area, the boun­

daries and ident i ty of t rac ts and leases i n said area to the extent known to the 

Unit Operator . Exh ib i t " 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 here in or i n 

- 2 -



said schedule or map shall be construed as a representat ion by any par ty hereto 

as to the ownership of any in teres t other than such interest or interests as are 

shown i n said map or schedule as owned by such pa r ty . Exhibi ts " A " and "B " 

shall be revised by the Uni t Operator, whenever changes in the unit area render 

such rev i s ion necessary, or when requested by the O i l and Gas Supervisor, 

here inaf ter r e f e r r e d to as "Supervisor, " or when requested by the Commissioner 

of Public Lands of the State of New Mexico, here inaf ter r e f e r r e d to as "State 

Land Commiss ioner , " and not less than seven copies of the revised exhibits 

shall be f i l e d w i t h the Supervisor, and two (2) copies thereof shall be f i l e d w i th 

the State Land Commissioner and one (1) copy w i t h the New Mexico O i l Conser­

vation Commiss ion , here inaf ter r e f e r r e d to as "State Land Commiss ion . " 

The above-described unit area shall when pract icable be expanded to i n ­

clude there in any addit ional t r ac t or t racts regarded as reasonably necessary 

or advisable f o r the purposes of this agreement, or shall be contracted to ex­

clude lands not w i th in any par t i c ipa t ing area whenever such expansion or con­

t r ac t ion is necessary or advisable to con fo rm w i t h the purposes of this agree­

ment. Such expansion or contract ion shall be effected in the fo l lowing manner: 

(a) Unit Operator, on i t s own mot ion , or on demand of the Di rec to r of 

the Geological Survey, here inaf ter r e f e r r e d to as "Di rec to r , " or on demand of 

the State Land Commiss ioner , a f te r p r e l i m i n a r y concurrence by the Di rec to r , 

shal l prepare a notice of proposed expansion or contract ion descr ibing the con­

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

the proposed effect ive date thereof, p re fe rab ly the f i r s t day of a month subse­

quent to the date of notice. 

(b) Said notice shall be de l ivered to the Supervisor, the State Land 

Commissioner and the State Land Commiss ion and copies thereof mai led to the 

last known address of each work ing in teres t owner, lessee, and lessor whose 

interests are affected, advis ing that 30 days w i l l be allowed fo r submission to 

the Unit Operator of any objections. 
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(c) Upon e x p i r a t i o n of the 30-day p e r i o d p r o v i d e d i n the p r e c e d i n g i t e m 

(b) h e r e o f , U n i t O p e r a t o r s h a l l f i l e w i t h the S u p e r v i s o r , the State L a n d C o m ­

m i s s i o n e r and the State L a n d C o m m i s s i o n ev idence of m a i l i n g of the no t i ce o f 

expans ion o r c o n t r a c t i o n and a copy of any o b j e c t i o n s t h e r e t o w h i c h have been 

f i l e d w i t h the U n i t O p e r a t o r , t oge the r w i t h an a p p l i c a t i o n i n s u f f i c i e n t n u m b e r , 

f o r a p p r o v a l of such expans ion o r c o n t r a c t i o n and w i t h a p p r o p r i a t e j o i n d e r s . 

(d) A f t e r due c o n s i d e r a t i o n o f a l l p e r t i n e n t i n f o r m a t i o n , the e x p a n s i o n 

o r c o n t r a c t i o n s h a l l , upon a p p r o v a l by the d i r e c t o r , the State L a n d C o m m i s s i o n e r 

and the State L a n d C o m m i s s i o n , become e f f e c t i v e as o f the date p r e s c r i b e d i n 

the no t i ce t h e r e o f . 

(e) A l l l e g a l s u b d i v i s i o n s o f u n i t i z e d l ands ( i . e., 40 a c r e s by G o v e r n ­

m e n t s u r v e y o r i t s n e a r e s t l o t o r t r a c t e q u i v a l e n t i n i n s t ances of i r r e g u l a r 

s u r v e y s , h o w e v e r , u n u s u a l l y l a r g e l o t s o r t r a c t s s h a l l be c o n s i d e r e d i n m u l ­

t i p l e s of 40 a c r e s , o r the n e a r e s t a l i q u o t e q u i v a l e n t t h e r e o f , f o r the purpose o f 

e l i m i n a t i o n unde r t h i s s u b s e c t i o n ) , no p a r t s o f w h i c h a r e e n t i t l e d to be i n a 

p a r t i c i p a t i n g a r e a w i t h i n f i v e y e a r s a f t e r the f i r s t day of the m o n t h f o l l o w i n g 

the e f f e c t i v e date o f the f i r s t i n i t i a l p a r t i c i p a t i n g a r e a e s t a b l i s h e d under t h i s un i t 

a g r e e m e n t , s h a l l be e l i m i n a t e d a u t o m a t i c a l l y f r o m t h i s a g r e e m e n t , e f f e c t i v e as 

of the f i r s t day t h e r e a f t e r , and such l ands s h a l l no l o n g e r be a p a r t of the u n i t 

a r e a and s h a l l no l o n g e r be s u b j e c t to t h i s a g r e e m e n t , u n l e s s a t the e x p i r a t i o n 

of s a id f i v e - y e a r p e r i o d d i l i g e n t d r i l l i n g o p e r a t i o n s a r e i n p r o g r e s s on u n i t i z e d 

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

sub jec t h e r e t o f o r so l o n g as such d r i l l i n g o p e r a t i o n s a r e con t inued d i l i g e n t l y , 

w i t h not m o r e t han 90 days t i m e e l a p s i n g be tween the c o m p l e t i o n of one such 

w e l l and the c o m m e n c e m e n t of the next such w e l l , except tha t the t i m e a l l o w e d 

be tween such w e l l s s h a l l no t e x p i r e e a r l i e r than 30 days a f t e r the e x p i r a t i o n o f 

any p e r i o d o f t i m e d u r i n g w h i c h d r i l l i n g o p e r a t i o n s a r e p r e v e n t e d by a m a t t e r 

beyond the r ea sonab l e c o n t r o l of u n i t o p e r a t o r as set f o r t h i n the s e c t i o n h e r e o f 

e n t i t l e d " U n a v o i d a b l e D e l a y ; " p r o v i d e d tha t a l l l e g a l s u b d i v i s i o n s o f l ands not i n 
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a par t ic ipa t ing area and not enti t led to become par t ic ipa t ing under the applicable 

provis ions of this agreement wi th in ten years a f te r said f i r s t day of the month 

fo l lowing the effect ive date of said f i r s t i n i t i a l par t ic ipa t ing area shall be e l i m i ­

nated as above specif ied. Determinat ion of creditable "Unavoidable Delay" t ime 

shall be made by Uni t Operator and subject to approval of the Di rec to r and the 

State Land Commiss ioner . The unit operator shall , w i th in 90 days af ter the 

effect ive date of any e l imina t ion hereunder, describe the area so el iminated to 

the sat isfact ion of the D i r ec to r and p rompt ly no t i fy a l l par t ies in interest . 

If conditions war ran t extension of the ten-year per iod specified i n this 

sub-section 2 (e), a single extension of not to exceed two years may be accom­

plished by consent of the owners of 90 per cent of the cur ren t unit ized work ing 

interests and 60 per cent of the current uni t ized basic roya l ty interests (exclu­

sive of the basic royal ty interes ts of the United States), on a total nonpar t i c i -

pating-acreage basis, respect ively , w i t h approval of the D i r ec to r , and the State 

Land Commissioner provided such extension applicat ion is submitted to the 

Di rec to r and to the State Land Commiss ioner not la ter than 60 days p r i o r to the 

expira t ion of said ten-year pe r iod . 

Any expansion of the unit area pursuant to this section which embraces 

lands theretofore e l iminated pursuant to this sub-section 2 (e) shall not be con­

sidered automatic commitment or recommitment of such lands. 

3. U N I T I Z E D L A N D AND U N I T I Z E D SUBSTANCES. A l l land commit ted 

to this agreement shall constitute land r e f e r r e d 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 fo rmat ions 

of the unit ized land are uni t ized under the t e rms of this agreement and herein 

are called "unitized substances." 

4. UNIT OPERATOR. Cur t i s R. Inman 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 f o r discovery, development and 

product ion of unit ized substances as herein provided. Whenever reference is 

made herein to the Unit Operator, such reference means the Unit Operator acting 

in that capacity and not as an owner of interest i n uni t ized substances, and the 

- 5 -



t e r m " w o r k i n g i n t e r e s t o w n e r " w h e n used h e r e i n s h a l l i n c l u d e o r r e f e r to U n i t 

O p e r a t o r as the o w n e r o f a w o r k i n g i n t e r e s t w h e n such an i n t e r e s t i s owned by-

i t . 

5. R E S I G N A T I O N OR R E M O V A L O F U N I T O P E R A T O R . U n i t O p e r a t o r 

s h a l l have the r i g h t t o r e s i g n a t any t i m e p r i o r to the e s t a b l i s h m e n t of a p a r t i c i ­

pa t i ng a r e a o r a r e a s h e r e u n d e r , but such r e s i g n a t i o n s h a l l not become e f f e c t i v e 

so as to r e l e a s e U n i t O p e r a t o r f r o m the d u t i e s and o b l i g a t i o n s o f U n i t O p e r a ­

t o r and t e r m i n a t e U n i t O p e r a t o r ' s r i g h t s as such f o r a p e r i o d o f s i x m o n t h s a f t e r 

no t i ce o f i n t e n t i o n to r e s i g n has been s e r v e d by U n i t O p e r a t o r on a l l w o r k i n g i n ­

t e r e s t o w n e r s and the D i r e c t o r , the State L a n d C o m m i s s i o n e r and State L a n d 

C o m m i s s i o n and u n t i l a l l w e l l s then d r i l l e d h e r e u n d e r a r e p l a c e d i n a s a t i s f a c t o r y 

c o n d i t i o n f o r suspens ion o r abandonment w h i c h e v e r i s r e q u i r e d by the S u p e r v i s o r 

as to F e d e r a l l a n d s and the State L a n d C o m m i s s i o n as to State and p r i v a t e l y 

owned lands u n l e s s a new U n i t O p e r a t o r s h a l l have been se l ec t ed and a p p r o v e d 

and s h a l l have t aken o v e r and a s s u m e d the d u t i e s and o b l i g a t i o n s o f U n i t O p e r a ­

t o r p r i o r to the e x p i r a t i o n o f s a id p e r i o d . 

U n i t O p e r a t o r s h a l l have the r i g h t to r e s i g n i n l i k e m a n n e r and subject 

to l i k e l i m i t a t i o n s , as above p r o v i d e d , a t any t i m e a p a r t i c i p a t i n g a r e a es tab­

l i s h e d h e r e u n d e r i s i n e x i s t e n c e , but , i n a l l i n s t ances o f r e s i g n a t i o n o r r e m o v a l , 

u n t i l a succes so r U n i t O p e r a t o r i s s e l ec t ed and a p p r o v e d as h e r e i n a f t e r p r o v i d e d , 

the w o r k i n g i n t e r e s t o w n e r s s h a l l be j o i n t l y r e s p o n s i b l e f o r p e r f o r m a n c e o f the 

du t ies o f U n i t O p e r a t o r , and s h a l l no t l a t e r t han 30 days b e f o r e such r e s i g n a t i o n 

o r r e m o v a l becomes e f f e c t i v e appo in t a c o m m o n agent to r e p r e s e n t t h e m i n any 

a c t i o n to be t a k e n h e r e u n d e r . 

The r e s i g n a t i o n o f U n i t O p e r a t o r s h a l l not r e l e a s e U n i t O p e r a t o r f r o m 

any l i a b i l i t y f o r any d e f a u l t by i t h e r e u n d e r o c c u r r i n g p r i o r to the e f f e c t i v e date 

of i t s r e s i g n a t i o n . 

The U n i t O p e r a t o r m a y , upon d e f a u l t o r f a i l u r e i n the p e r f o r m a n c e o f i t s 

du t i e s o r o b l i g a t i o n s h e r e u n d e r , be s u b j e c t to r e m o v a l by the same pe rcen t age 
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vote o f the o w n e r s o f w o r k i n g i n t e r e s t s d e t e r m i n e d i n l i k e m a n n e r as h e r e i n 

p r o v i d e d f o r the s e l e c t i o n o f a new U n i t O p e r a t o r . Such r e m o v a l s h a l l be e f f e c ­

t i v e upon no t i ce t h e r e o f to the D i r e c t o r and the State L a n d C o m m i s s i o n e r . 

The r e s i g n a t i o n o r r e m o v a l of U n i t O p e r a t o r under t h i s a g r e e m e n t s h a l l 

not t e r m i n a t e i t s r i g h t , t i t l e , o r i n t e r e s t as the owner of a w o r k i n g i n t e r e s t o r 

o the r i n t e r e s t i n u n i t i z e d subs tances , but upon the r e s i g n a t i o n o r r e m o v a l of U n i t 

O p e r a t o r b e c o m i n g e f f e c t i v e , such U n i t O p e r a t o r s h a l l d e l i v e r p o s s e s s i o n of a l l 

e q u i p m e n t , m a t e r i a l s , and appur t enances used i n conduc t ing the u n i t o p e r a t i o n s 

and owned by the w o r k i n g i n t e r e s t o w n e r s to the new d u l y q u a l i f i e d successo r 

U n i t O p e r a t o r o r to the o w n e r s t h e r e o f i f no such new U n i t O p e r a t o r i s e l e c t e d , 

to be used f o r the pu rpose o f conduc t ing u n i t o p e r a t i o n s h e r e u n d e r . N o t h i n g 

h e r e i n s h a l l be c o n s t r u e d as a u t h o r i z i n g r e m o v a l o f any m a t e r i a l , equ ipmen t 

and appur t enances needed f o r the p r e s e r v a t i o n o f any w e l l s . 

6. SUCCESSOR U N I T O P E R A T O R . Whenever the U n i t O p e r a t o r s h a l l 

t ender h i s o r i t s r e s i g n a t i o n as U n i t O p e r a t o r , o r s h a l l be r e m o v e d as h e r e i n ­

above p r o v i d e d , o r a change of u n i t o p e r a t o r i s nego t i a t ed by w o r k i n g i n t e r e s t 

o w n e r s , the o w n e r s o f the w o r k i n g i n t e r e s t s i n the p a r t i c i p a t i n g a r e a o r a r eas 

a c c o r d i n g to t h e i r r e s p e c t i v e ac reage i n t e r e s t s i n such p a r t i c i p a t i n g a r ea o r 

a r e a s , o r u n t i l a p a r t i c i p a t i n g a r e a s h a l l have been e s t a b l i s h e d , the o w n e r s of 

the w o r k i n g i n t e r e s t s a c c o r d i n g to t h e i r r e s p e c t i v e ac reage i n t e r e s t s i n a l l 

u n i t i z e d l a n d , s h a l l by m a j o r i t y vote se l ec t a succes so r U n i t O p e r a t o r ; p r o v i d e d 

tha t , i f a m a j o r i t y but l e s s than 75 pe r cent o f the w o r k i n g i n t e r e s t s q u a l i f i e d to 

vote a r e owned by one p a r t y to t h i s a g r e e m e n t , a c o n c u r r i n g vote of one o r m o r e 

a d d i t i o n a l w o r k i n g i n t e r e s t o w n e r s s h a l l be r e q u i r e d to se l ec t a new o p e r a t o r . 

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

(a) a U n i t O p e r a t o r so se l ec t ed s h a l l accep t i n w r i t i n g the du t i e s and 

r e s p o n s i b i l i t i e s o f U n i t O p e r a t o r , and 

(b) the s e l e c t i o n s h a l l have been f i l e d w i t h the S u p e r v i s o r and approved 

by the State L a n d C o m m i s s i o n e r . I f no succes so r U n i t O p e r a t o r i s s e l ec t ed and 
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qual i f ied as here in provided, the Di rec to r and State Land Commissioner at the i r 

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 work ing in teres ts , costs and ex­

penses i n c u r r e d by Uni t Operator i n conducting unit operations hereunder shall 

be paid and apportioned among and borne by the owners of work ing in teres ts , a l l 

i n accordance w i t h the agreement or agreements entered into by and between the 

Unit Operator and the owners of work ing in teres ts , whether one or m o r e , sepa­

ra te ly or co l lec t ive ly . Any agreement or agreements entered into between the 

work ing in te res t owners and the Unit Operator as provided in this section, whether 

one or m o r e , are here in r e f e r r e d to as the "uni t operating agreement. " Such 

unit operating agreement shall also provide the manner i n which the work ing i n ­

teres t owners shal l be ent i t led to receive thei r respective proport ionate and 

al located share of the benefits accruing hereto i n confo rmi ty w i t h thei r under­

ly ing operating agreements, leases, or other independent contracts , and such 

other r ights and obligations as between Uni t Operator and the work ing in teres t 

owners as may be agreed upon by Unit Operator and the work ing in teres t owners; 

however, no such uni t operating agreement shall be deemed either to mod i fy any 

of the t e rms and conditions of this unit agreement or to re l ieve the Unit Operator 

of any r igh t or obl igat ion established under this unit agreement, and i n case of 

any inconsistency or conf l i c t between the unit agreement and the uni t operating 

agreement, this uni t agreement shall p r eva i l . Three (3) t rue copies of any unit 

operating agreement executed pursuant to this section should be f i l e d w i t h the 

Supervisor and one (1) t rue copy w i t h the State Land Commiss ioner , p r i o r to 

approval of this unit agreement by the D i r ec to r . 

8. RIGHTS AND OBLIGATIONS O F UNIT OPERATOR. Except as 

otherwise spec i f ica l ly provided here in , the exclusive r igh t , p r i v i l ege , and duty 

of exerc is ing any and a l l r ights of the par t ies hereto which are necessary or 

convenient f o r prospecting f o r , producing, s tor ing , a l locat ing, and d i s t r i b u t i n g 
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the u n i t i z e d substances a r e h e r e b y de lega ted to and s h a l l be e x e r c i s e d by the 

U n i t O p e r a t o r as h e r e i n p r o v i d e d . Accep tab le ev idence of t i t l e to sa id r i g h t s 

s h a l l be depos i t ed w i t h s a id U n i t O p e r a t o r and, t oge the r w i t h t h i s a g r e e m e n t , 

s h a l l c o n s t i t u t e and d e f i n e the r i g h t s , p r i v i l e g e s , and o b l i g a t i o n s of U n i t O p e r a ­

t o r . N o t h i n g h e r e i n , h o w e v e r , s h a l l be c o n s t r u e d to t r a n s f e r t i t l e to any l and 

o r to any lease o r o p e r a t i n g a g r e e m e n t , i t b e i n g u n d e r s t o o d tha t under t h i s 

a g r e e m e n t the U n i t O p e r a t o r , i n i t s c a p a c i t y as U n i t O p e r a t o r , s h a l l e x e r c i s e 

the r i g h t s o f p o s s e s s i o n and use ves t ed i n the p a r t i e s h e r e t o o n l y f o r the p u r ­

poses h e r e i n s p e c i f i e d . 

9. D R I L L I N G T O D I S C O V E R Y . W i t h i n s i x m o n t h s a f t e r the e f f e c t i v e 

date h e r e o f , the U n i t O p e r a t o r s h a l l b e g i n to d r i l l an adequate t e s t w e l l at a 

l o c a t i o n a p p r o v e d b y the S u p e r v i s o r i f on F e d e r a l l and o r b y the State L a n d C o m ­

m i s s i o n e r i f on State l and , o r b y the State L a n d C o m m i s s i o n i f on p r i v a t e l y 

owned l and , un les s on such e f f e c t i v e date a w e l l i s b e i n g d r i l l e d c o n f o r m a b l y 

w i t h the t e r m s h e r e o f , and t h e r e a f t e r con t inue such d r i l l i n g d i l i g e n t l y u n t i l 

f o r m a t i o n s of D e v o n i a n age have been t e s t ed o r u n t i l a t a l e s s e r dep th u n i t i z e d 

subs tances s h a l l be d i s c o v e r e d w h i c h can be p r o d u c e d i n p a y i n g q u a n t i t i e s 

( t o - w i t : q u a n t i t i e s s u f f i c i e n t to r e p a y the cos t s of d r i l l i n g and p r o d u c i n g o p e r a ­

t i o n s , w i t h a r easonab le p r o f i t ) o r the U n i t O p e r a t o r s h a l l a t any t i m e e s t a b l i s h 

to the s a t i s f a c t i o n of the S u p e r v i s o r i f on F e d e r a l l and , o r the State L a n d C o m ­

m i s s i o n e r i f on State l a n d , o r of the State L a n d C o m m i s s i o n i f on p r i v a t e l y owned 

l a n d , tha t f u r t h e r d r i l l i n g o f sa id w e l l w o u l d be u n w a r r a n t e d o r i m p r a c t i c a b l e ; 

p r o v i d e d h o w e v e r , t ha t U n i t O p e r a t o r s h a l l not i n any event be r e q u i r e d to d r i l l 

s a id w e l l to a dep th i n excess of 11, 500 f e e t . U n t i l the d i s c o v e r y of a depos i t of 

u n i t i z e d substances capable of be ing p r o d u c e d i n p a y i n g q u a n t i t i e s , the U n i t O p e r a t o r 

s h a l l cont inue d r i l l i n g d i l i g e n t l y one w e l l a t a t i m e , a l l o w i n g not m o r e than s i x 

mon ths be tween the c o m p l e t i o n o f one w e l l and the b e g i n n i n g of the next w e l l , 

u n t i l a w e l l capable o f p r o d u c i n g u n i t i z e d subs tances i n p a y i n g q u a n t i t i e s i s 

c o m p l e t e d to the s a t i s f a c t i o n of sa id S u p e r v i s o r i f i t be on F e d e r a l l and o r of 
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the State L a n d C o m m i s s i o n e r i f on State l a n d o r the State L a n d C o m m i s s i o n i f 

on p r i v a t e l y owned l a n d o r u n t i l i t i s r e a s o n a b l y p r o v e d that the u n i t i z e d l a n d i s 

i ncapab le o f p r o d u c i n g u n i t i z e d substances i n pay ing quan t i t i e s i n the f o r m a t i o n s 

d r i l l e d h e r e u n d e r . N o t h i n g i n t h i s s ec t i on s h a l l be deemed to l i m i t the r i g h t o f 

the U n i t O p e r a t o r to r e s i g n as p r o v i d e d i n Sec t ion 5 h e r e o f , o r as r e q u i r i n g U n i t 

O p e r a t o r to c o m m e n c e o r con t inue any d r i l l i n g d u r i n g the p e r i o d pending such 

r e s i g n a t i o n b e c o m i n g e f f e c t i v e i n o r d e r to c o m p l y w i t h the r e q u i r e m e n t s of t h i s 

s ec t ion . The D i r e c t o r and State L a n d C o m m i s s i o n e r m a y m o d i f y the d r i l l i n g 

r e q u i r e m e n t s of t h i s s e c t i o n b y g r a n t i n g r easonab le ex tens ions of t i m e w h e n , i n 

t h e i r o p i n i o n , such a c t i o n i s w a r r a n t e d . 

Upon f a i l u r e to c o m p l y w i t h the d r i l l i n g p r o v i s i o n s o f t h i s s ec t i on , the 

D i r e c t o r and State L a n d C o m m i s s i o n e r m a y , a f t e r r easonab le n o t i c e to the U n i t 

O p e r a t o r , and each w o r k i n g i n t e r e s t o w n e r , l e s see , and l e s s o r a t t h e i r l a s t 

k n o w n a d d r e s s e s , d e c l a r e t h i s u n i t a g r e e m e n t t e r m i n a t e d . 

10. P L A N O F F U R T H E R D E V E L O P M E N T A N D O P E R A T I O N . W i t h i n 

s i x m o n t h s a f t e r c o m p l e t i o n o f a w e l l capable of p r o d u c i n g u n i t i z e d substances 

i n pay ing q u a n t i t i e s , the U n i t O p e r a t o r s h a l l s u b m i t f o r the a p p r o v a l of the Super ­

v i s o r and the State L a n d C o m m i s s i o n e r an accep tab le p l a n o f d e v e l o p m e n t and 

o p e r a t i o n f o r the u n i t i z e d l a n d w h i c h , w h e n a p p r o v e d by the S u p e r v i s o r and the 

State L a n d C o m m i s s i o n e r , s h a l l c o n s t i t u t e the f u r t h e r d r i l l i n g and o p e r a t i n g 

o b l i g a t i o n s o f the U n i t O p e r a t o r unde r t h i s a g r e e m e n t f o r the p e r i o d s p e c i f i e d 

t h e r e i n . T h e r e a f t e r , f r o m t i m e to t i m e b e f o r e the e x p i r a t i o n o f any e x i s t i n g 

p l a n , the U n i t O p e r a t o r s h a l l s u b m i t f o r the a p p r o v a l o f the S u p e r v i s o r and the 

State L a n d C o m m i s s i o n e r a p l a n f o r an a d d i t i o n a l s p e c i f i e d p e r i o d f o r the dev ­

e l o p m e n t and o p e r a t i o n of the u n i t i z e d l and . A n y p l a n s u b m i t t e d p u r s u a n t to 

t h i s s e c t i o n s h a l l p r o v i d e f o r the e x p l o r a t i o n o f the u n i t i z e d a r e a and f o r the 

d i l i g e n t d r i l l i n g n e c e s s a r y f o r d e t e r m i n a t i o n o f the a r e a o r a r ea s t h e r e o f capa­

ble o f p r o d u c i n g u n i t i z e d substances i n pay ing q u a n t i t i e s i n each and e v e r y p r o ­

d u c t i v e f o r m a t i o n and s h a l l be as c o m p l e t e and adequate as the S u p e r v i s o r and 
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the State L a n d C o m m i s s i o n e r m a y d e t e r m i n e to be n e c e s s a r y f o r t i m e l y d e v e l o p ­

m e n t and p r o p e r c o n s e r v a t i o n o f the o i l and gas r e s o u r c e s o f the u n i t i z e d a r e a 

and s h a l l : 

(a) s p e c i f y the n u m b e r and l o c a t i o n o f any w e l l s to be d r i l l e d and the 

p r o p o s e d o r d e r and t i m e f o r such d r i l l i n g ; and , 

(b) to the extent p r a c t i c a b l e s p e c i f y the o p e r a t i n g p r a c t i c e s r e g a r d e d as 

n e c e s s a r y and a d v i s a b l e f o r the p r o p e r c o n s e r v a t i o n o f n a t u r a l r e s o u r c e s . Sepa­

r a t e p lans m a y be s u b m i t t e d f o r separa te p r o d u c t i v e zones, sub jec t to the 

a p p r o v a l of the S u p e r v i s o r and the State L a n d C o m m i s s i o n e r . Sa id p l a n o r p lans 

s h a l l be m o d i f i e d o r s u p p l e m e n t e d w h e n n e c e s s a r y to m e e t changed c o n d i t i o n s 

o r to p r o t e c t the i n t e r e s t s o f a l l p a r t i e s to t h i s a g r e e m e n t . Reasonable d i l i g e n c e 

s h a l l be e x e r c i s e d i n c o m p l y i n g w i t h the o b l i g a t i o n s o f the a p p r o v e d p l a n o f dev­

e lopmen t . The S u p e r v i s o r and State L a n d C o m m i s s i o n e r a r e a u t h o r i z e d to g r a n t 

a r easonab le e x t e n s i o n o f the s i x - m o n t h p e r i o d h e r e i n p r e s c r i b e d f o r s u b m i s s i o n 

of an i n i t i a l p l a n o f d e v e l o p m e n t w h e r e such a c t i o n i s j u s t i f i e d because o f unusua l 

c o n d i t i o n s o r c i r c u m s t a n c e s . A f t e r c o m p l e t i o n h e r e u n d e r o f a w e l l capable of 

p r o d u c i n g any u n i t i z e d substance i n pay ing q u a n t i t i e s , no f u r t h e r w e l l s , except 

such as m a y be n e c e s s a r y to a f f o r d p r o t e c t i o n aga ins t o p e r a t i o n s not under t h i s 

a g r e e m e n t o r such as m a y be s p e c i f i c a l l y a p p r o v e d by the S u p e r v i s o r and the 

State L a n d C o m m i s s i o n e r s h a l l be d r i l l e d excep t i n a c c o r d a n c e w i t h a p l a n of 

deve lopmen t a p p r o v e d as h e r e i n p r o v i d e d . 

11 . P A R T I C I P A T I O N A F T E R D I S C O V E R Y . Upon c o m p l e t i o n o f a w e l l 

capable of p r o d u c i n g u n i t i z e d substances i n p a y i n g q u a n t i t i e s , o r as soon t h e r e ­

a f t e r as r e q u i r e d by the S u p e r v i s o r o r the State L a n d C o m m i s s i o n e r the U n i t 

O p e r a t o r s h a l l s u b m i t f o r a p p r o v a l by the D i r e c t o r and the State L a n d C o m ­

m i s s i o n e r a schedu le , based on s u b d i v i s i o n s o f the p u b l i c l a n d s u r v e y o r a l i ­

quot p a r t s t h e r e o f of a l l u n i t i z e d l a n d then r e g a r d e d as r e a s o n a b l y p r o v e d to 

be p r o d u c t i v e of u n i t i z e d subs tances i n pay ing q u a n t i t i e s ; a l l l ands i n s a id sched­

ule on a p p r o v a l o f the D i r e c t o r and the State L a n d C o m m i s s i o n e r to c o n s t i t u t e a 
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par t ic ipat ing area, ef fect ive as of the date of complet ion of such w e l l or the 

effect ive date of the unit agreement, whichever is la te r . The acreages of both 

Federa l and non-Federal lands shall be based upon appropriate computations 

f r o m the courses and distances shown on the last approved public land survey 

as of the effect ive date of the i n i t i a l par t ic ipa t ing area. Said schedule also shall 

set f o r t h the percentage of uni t ized substances to be allocated as herein provided 

to each uni t ized t r ac t i n the par t ic ipat ing area so established, and shall govern 

the a l locat ion of product ion f r o m and a f t e r the date the par t ic ipat ing area be­

comes ef fec t ive . A separate par t ic ipa t ing area shall be established i n l ike 

manner f o r each separate pool or deposit of uni t ized substances or f o r any group 

thereof produced as a single pool or zone, and any two or more par t ic ipat ing 

areas so established may be combined into one w i t h the consent of the owners 

of a l l work ing in teres ts i n the lands wi th in the par t ic ipa t ing areas so to be com­

bined, on approval of the D i rec to r and the State Land Commissioner . The p a r t i ­

cipating area or areas so established shall be rev ised f r o m t ime to t ime , sub­

jec t to l ike approval , whenever such act ion appears proper as a resul t of fu r the r 

d r i l l i n g operations or otherwise, to include addit ional land then regarded as 

reasonably proved to be productive i n paying quantit ies, or to exclude land then 

regarded as reasonably proved not to be productive i n paying quantities and the 

percentage of a l locat ion shall also be revised accordingly. The effect ive date 

of any r ev i s ion shall be the f i r s t of the month i n which is obtained the knowledge 

or i n f o r m a t i o n on which such r ev i s ion i s predicated, provided, however, that a 

more appropriate effect ive date may be used i f j u s t i f i e d by the Unit Operator and 

approved by the D i rec to r and the State Land Commissioner . No land shall be 

excluded f r o m a par t i c ipa t ing area on account of depletion of the uni t ized sub­

stances. 

I t i s the intent of this section that a par t ic ipa t ing area shall represent 

the area known or reasonably est imated to be productive i n paying quantities; 

but, regardless of any r ev i s i on of the par t ic ipa t ing area, nothing here in contained 
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shall be construed as requ i r ing any re t roact ive adjustment f o r production ob­

tained p r i o r to the effect ive date of the rev i s ion of the par t ic ipa t ing area. 

In the absence of agreement at any t ime between the Uni t Operator and 

the Di rec to r and the State Land Commissioner as to the proper def in i t ion or 

redef in i t ion of a par t ic ipa t ing area, or u n t i l a par t ic ipa t ing area has, or areas 

have, been established as provided here in , the por t ion of a l l payments affected 

thereby may be impounded i n a manner mutua l ly acceptable to the owners of 

work ing in teres ts , except royal t ies due the United States and the State of New 

Mexico, which shall be determined by the Supervisor f o r Federal lands and the 

State Land Commissioner f o r State lands and the State Land Commiss ion as to 

p r iva t e ly owned lands and the amount thereof deposited, as d i rected by the Super­

visor and the State Land Commissioner respect ively, to be held as unearned 

money u n t i l a par t ic ipa t ing area i s f i n a l l y approved and then applied as earned 

or re turned i n accordance w i t h a de terminat ion of the sum due as Federal and 

State roya l ty on the basis of such approved par t ic ipa t ing area. 

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

to wel ls d r i l l e d on Federa l land and of the State Land Commissioner as to wel ls 

d r i l l e d on State land and the State Land Commiss ion as to we l l s on p r iva te ly 

owned lands, that a w e l l d r i l l e d under this agreement i s not capable of produc­

tion i n paying quantities and inclus ion of the land on which i t i s situated i n a 

par t ic ipa t ing area is unwarranted, product ion f r o m such w e l l shal l , f o r the pur­

poses of settlement among a l l par t ies other than working in teres t owners, be 

allocated to the land on which the w e l l i s located so long as such land is not 

wi th in a par t ic ipa t ing area established f o r the pool or deposit f r o m which such 

production is obtained. Settlement f o r working in teres t benefits f r o m such a w e l l 

shall be made as provided i n the uni t operating agreement. 

12. A L L O C A T I O N OF PRODUCTION. A l l uni t ized substances produced 

f r o m each par t ic ipa t ing area established under this agreement, except any par t 

thereof used i n con fo rmi ty w i t h good operating pract ices w i th in the uni t ized area 
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f o r d r i l l i n g , o p e r a t i n g , c a m p and o the r p r o d u c t i o n o r deve lopmen t p u r p o s e s , f o r 

r e p r e s s u r i n g o r r e c y c l i n g i n a c c o r d a n c e w i t h a p l a n o f d e v e l o p m e n t a p p r o v e d by 

the S u p e r v i s o r , and State L a n d C o m m i s s i o n e r and the State L a n d C o m m i s s i o n , 

o r u n a v o i d a b l y l o s t , s h a l l be d e e m e d to be p r o d u c e d e q u a l l y on an ac reage bas i s 

f r o m the s e v e r a l t r a c t s of u n i t i z e d l a n d of the p a r t i c i p a t i n g a r e a e s t a b l i s h e d f o r 

such p r o d u c t i o n and , f o r the pu rpose o f d e t e r m i n i n g any b e n e f i t s a c c r u i n g under 

t h i s a g r e e m e n t , each such t r a c t of u n i t i z e d l a n d s h a l l have a l l o c a t e d to i t such 

pe rcen tage of s a id p r o d u c t i o n as the n u m b e r o f a c r e s o f such t r a c t i n c l u d e d i n 

s a id p a r t i c i p a t i n g a r e a b e a r s to the t o t a l a c r e s o f u n i t i z e d l a n d i n s a id p a r t i c i ­

pa t ing a r e a , excep t tha t a l l o c a t i o n o f p r o d u c t i o n h e r e u n d e r f o r p u r p o s e s o the r 

than f o r s e t t l e m e n t o f the r o y a l t y , o v e r r i d i n g r o y a l t y , o r p a y m e n t out o f p r o ­

d u c t i o n o b l i g a t i o n s of the r e s p e c t i v e w o r k i n g i n t e r e s t o w n e r s , s h a l l be on the 

bas i s p r e s c r i b e d i n the u n i t o p e r a t i n g a g r e e m e n t w h e t h e r i n c o n f o r m i t y w i t h 

the bas i s o f a l l o c a t i o n h e r e i n set f o r t h o r o t h e r w i s e . I t i s h e r e b y a g r e e d tha t 

p r o d u c t i o n o f u n i t i z e d substances f r o m a p a r t i c i p a t i n g a r e a s h a l l be a l l o c a t e d 

as p r o v i d e d h e r e i n r e g a r d l e s s o f w h e t h e r any w e l l s a r e d r i l l e d on any p a r t i c u l a r 

p a r t o r t r a c t of s a id p a r t i c i p a t i n g a r e a . I f any gas p r o d u c e d f r o m one p a r t i c i ­

pa t ing a r ea i s u sed f o r r e p r e s s u r i n g o r r e c y c l i n g pu rposes i n ano the r p a r t i c i ­

pa t i ng a r e a , the f i r s t gas w i t h d r a w n f r o m such l a s t - m e n t i o n e d p a r t i c i p a t i n g 

a r e a f o r sale d u r i n g the l i f e o f t h i s a g r e e m e n t s h a l l be c o n s i d e r e d to be the gas 

so t r a n s f e r r e d u n t i l a n a m o u n t equa l to tha t t r a n s f e r r e d s h a l l be so p r o d u c e d 

f o r sale and such gas s h a l l be a l l o c a t e d to the p a r t i c i p a t i n g a r e a f r o m w h i c h 

i n i t i a l l y p r o d u c e d as c o n s t i t u t e d at the t i m e o f such f i n a l p r o d u c t i o n . 

13. D E V E L O P M E N T OR O P E R A T I O N O F N O N - P A R T I C I P A T I N G L A N D 

OR F O R M A T I O N S . A n y p a r t y o r p a r t i e s h e r e t o o w n i n g o r c o n t r o l l i n g the w o r k ­

i n g i n t e r e s t s i n any u n i t i z e d l a n d h a v i n g t h e r e o n a r e g u l a r w e l l l o c a t i o n m a y 

w i t h the a p p r o v a l of the S u p e r v i s o r as to F e d e r a l l a n d , the State L a n d C o m m i s ­

s i o n e r as to State l a n d , and the State L a n d C o m m i s s i o n as to p r i v a t e l y owned 

l a n d , and sub j ec t to the p r o v i s i o n s o f the U n i t O p e r a t i n g A g r e e m e n t , at such 
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p a r t y ' s o r p a r t i e s ' sole r i s k , cos t s , and expense d r i l l a w e l l a t such l o c a t i o n 

on such l a n d to t e s t any f o r m a t i o n f o r w h i c h a p a r t i c i p a t i n g a r e a has not been 

e s t a b l i s h e d o r to t e s t any f o r m a t i o n f o r w h i c h a p a r t i c i p a t i n g a r e a has been 

e s t a b l i s h e d i f such l o c a t i o n i s not w i t h i n sa id p a r t i c i p a t i n g a r e a , un les s w i t h i n 

90 days o f r e c e i p t of no t i ce f r o m sa id p a r t y o f h i s i n t e n t i o n to d r i l l the w e l l the 

U n i t O p e r a t o r e l ec t s and c o m m e n c e s to d r i l l such a w e l l i n l i k e m a n n e r as o the r 

w e l l s a r e d r i l l e d by the U n i t O p e r a t o r under t h i s a g r e e m e n t . 

I f any w e l l d r i l l e d as a f o r e s a i d by a w o r k i n g i n t e r e s t owne r r e s u l t s i n 

p r o d u c t i o n such tha t the l a n d upon w h i c h i t i s s i t ua t ed m a y p r o p e r l y be i n c l u d e d 

i n a p a r t i c i p a t i n g a r e a , such p a r t i c i p a t i n g a r e a s h a l l be e s t a b l i s h e d o r e n l a r g e d 

as p r o v i d e d i n t h i s a g r e e m e n t a n d the w e l l s h a l l t h e r e a f t e r be o p e r a t e d by the 

U n i t O p e r a t o r i n a c c o r d a n c e w i t h the t e r m s o f t h i s a g r e e m e n t and the u n i t o p e r a -

i n g a g r e e m e n t . 

I f any w e l l d r i l l e d as a f o r e s a i d by a w o r k i n g i n t e r e s t o w n e r ob ta ins p r o ­

d u c t i o n i n q u a n t i t i e s i n s u f f i c i e n t to j u s t i f y the i n c l u s i o n i n a p a r t i c i p a t i n g a r ea 

of the l a n d upon w h i c h such w e l l i s s i t ua t ed , such w e l l m a y be o p e r a t e d and 

p r o d u c e d by the p a r t y d r i l l i n g the same sub jec t to the c o n s e r v a t i o n r e q u i r e m e n t 

of t h i s a g r e e m e n t . The r o y a l t i e s i n a m o u n t o r va lue of p r o d u c t i o n f r o m any 

such w e l l s h a l l be p a i d as s p e c i f i e d i n the u n d e r l y i n g l ease and a g r e e m e n t s 

a f f e c t e d . 

14. R O Y A L T Y S E T T L E M E N T . The U n i t e d States and the State of New 

M e x i c o and a l l r o y a l t y o w n e r s w h o , under e x i s t i n g c o n t r a c t , a r e e n t i t l e d to take 

i n k i n d a share o f the substances now u n i t i z e d h e r e u n d e r p r o d u c e d f r o m any t r a c t , 

s h a l l h e r e a f t e r be e n t i t l e d to the r i g h t to take i n k i n d t h e i r share of the u n i t i z e d 

substances a l l o c a t e d to such t r a c t , and U n i t O p e r a t o r , o r i n case of the o p e r a t i o n 

of a w e l l by a w o r k i n g i n t e r e s t o w n e r as h e r e i n i n s p e c i a l cases p r o v i d e d f o r , 

such w o r k i n g i n t e r e s t o w n e r , s h a l l m a k e d e l i v e r i e s o f such r o y a l t y share t aken 

i n c o n f o r m i t y w i t h the a p p l i c a b l e c o n t r a c t s , l a w s and r e g u l a t i o n s . S e t t l e m e n t 

f o r r o y a l t y i n t e r e s t not t aken i n k i n d s h a l l be made by w o r k i n g i n t e r e s t o w n e r s 
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responsible therefor under exist ing contracts , laws and regulations on or before 

the last day of each month f o r uni t ized substances produced during the preceding 

calendar month; provided, however, that nothing here in contained shall operate 

to re l ieve the lesses of any land f r o m the i r respective lease obligations f o r the 

payment of any royal t ies due under thei r leases. 

I f gas obtained f r o m lands not subject to this agreement is introduced 

into any par t ic ipa t ing area hereunder, f o r use i n repressur ing , s t imula t ion of 

product ion, or increasing ul t imate recovery , which shall be i n confo rmi ty w i t h 

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

State Land Commiss ion , a l ike amount of gas, a f t e r settlement as here in p r o ­

vided f o r any gas t r a n s f e r r e d f r o m any other par t ic ipa t ing area and w i t h due 

allowance f o r loss or depletion f r o m any cause, may be wi thdrawn f r o m the 

f o r m a t i o n into which the gas was introduced, roya l ty f r ee as to d ry gas, but 

not as to the products extracted t h e r e f r o m ; provided that such wi thdrawal shall 

be at such t ime as may be provided i n the plan of operations or as may other­

wise be consented to by the Supervisor , the State Land Commissioner and the 

State Land Commiss ion as conforming to good pet ro leum engineering pract ice; 

and provided f u r t h e r , that such r igh t of wi thdrawal shall terminate on the 

t e rmina t ion of this uni t agreement. 

Royalty due the United States shall be computed as provided i n t h e 

operating regulations and paid i n value or de l ivered i n k ind as to a l l uni t ized 

substances on the basis of the amounts thereof al located to uni t ized Federa l 

land as provided here in at the rates specif ied i n the respective Federal leases, 

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

provided, that f o r leases on which the roya l ty rate depends on the dai ly average 

product ion per w e l l , said average production shall be determined in accordance 

wi th the operating regulations as though each par t ic ipa t ing area were a single 

consolidated lease. 
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Royalty due on account of State of New Mexico and pr iva te ly owned lands 

shall be computed and paid on the basis of a l l uni t ized substances allocated to 

such lands. 

15. RENTAL. S E T T L E M E N T . Rental or m i n i m u m royal t ies due on 

leases commit ted hereto shall be paid by work ing in teres t owners responsible 

therefor under exis t ing contracts , laws, and regulat ions, provided that nothing 

here in contained shall operate to re l ieve the lesses of any land f r o m their res ­

pective lease obligations f o r the payment of any ren ta l or m i n i m u m roya l ty i n 

l i eu thereof due under thei r leases. Rental or m i n i m u m roya l ty f o r lands of 

the United States subject to this agreement shall be paid at the rate specif ied 

i n the respective leases f r o m the United States unless such renta l or m i n i m u m 

royal ty is waived, suspended, or reduced by law or by approval of the Secretary 

or his duly authorized representat ive. 

Rentals on State of New Mexico lands subject to this agreement shall be 

paid at the rates specif ied i n the respective leases. 

With respect to any lease on non-Federal land containing provis ions 

which would terminate such lease unless d r i l l i n g operations were w i t h i n the 

t ime there in specif ied commenced upon the land covered thereby or rentals 

paid f o r the pr iv i lege of de f e r r i ng such d r i l l i n g operations, the rentals requi red 

thereby shal l , notwithstanding any other p rov i s ion of this agreement, be deemed 

to accrue and become payable during the t e r m thereof as extended by this agree­

ment and un t i l the requi red d r i l l i n g operations are commenced upon the land 

covered thereby or some por t ion of such land is included w i t h i n a par t ic ipat ing 

area. 

16. CONSERVATION. Operations hereunder and production of uni t ized 

substances shal l be conducted to provide f o r the most economical and e f f i c i en t 

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

Federal law or regulat ion. 
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17. D R A I N A G E . The U n i t O p e r a t o r s h a l l take a p p r o p r i a t e and adequate 

m e a s u r e s to p r e v e n t d r a i n a g e of u n i t i z e d substances f r o m u n i t i z e d l a n d by w e l l s 

on l a n d not sub j ec t to t h i s a g r e e m e n t , o r , w i t h p r i o r consent o f the D i r e c t o r and 

the State L a n d C o m m i s s i o n e r , p u r s u a n t to a p p l i c a b l e r e g u l a t i o n s pay a f a i r and 

r easonab le c o m p e n s a t o r y r o y a l t y as d e t e r m i n e d by the S u p e r v i s o r f o r F e d e r a l 

l ands o r as a p p r o v e d by the State L a n d C o m m i s s i o n e r f o r New M e x i c o State l ands . 

18. L E A S E S A N D C O N T R A C T S C O N F O R M E D A N D E X T E N D E D . The 

t e r m s , c o n d i t i o n s and p r o v i s i o n s of a l l l e a se s , subleases and o the r c o n t r a c t s 

r e l a t i n g to e x p l o r a t i o n , d r i l l i n g , d e v e l o p m e n t o r o p e r a t i o n s f o r o i l o r gas on 

l ands c o m m i t t e d to t h i s a g r e e m e n t a r e h e r e b y e x p r e s s l y m o d i f i e d and a m e n d e d 

to the ex ten t n e c e s s a r y to m a k e the same c o n f o r m to the p r o v i s i o n s h e r e o f , but 

o t h e r w i s e to r e m a i n i n f u l l f o r c e and e f f e c t ; and the p a r t i e s h e r e t o h e r e b y c o n ­

sent tha t the S e c r e t a r y as to F e d e r a l l eases and the State L a n d C o m m i s s i o n e r 

as to State l eases s h a l l and each by h i s a p p r o v a l h e r e o f , o r by the a p p r o v a l h e r e o f 

by h i s d u l y a u t h o r i z e d r e p r e s e n t a t i v e , does h e r e b y e s t a b l i s h , a l t e r , change o r 

r e v o k e the d r i l l i n g , p r o d u c i n g , r e n t a l , m i n i m u m r o y a l t y and r o y a l t y r e q u i r e ­

m e n t s o f F e d e r a l and State l eases c o m m i t t e d h e r e t o and the r e g u l a t i o n s i n 

r e s p e c t t h e r e t o to c o n f o r m s a i d r e q u i r e m e n t s to the p r o v i s i o n s o f t h i s a g r e e ­

m e n t a n d , w i t h o u t l i m i t i n g the g e n e r a l i t y o f the f o r e g o i n g , a l l l e a se s , subleases , 

and c o n t r a c t s a r e p a r t i c u l a r l y m o d i f i e d i n a c c o r d a n c e w i t h the f o l l o w i n g : 

(a) The d e v e l o p m e n t and o p e r a t i o n o f l ands s u b j e c t to t h i s a g r e e m e n t 

under the t e r m s h e r e o f s h a l l be d e e m e d f u l l p e r f o r m a n c e o f a l l o b l i g a t i o n s 

f o r d e v e l o p m e n t and o p e r a t i o n w i t h r e s p e c t to each and e v e r y p a r t of sepa­

r a t e l y owned t r a c t sub j ec t to t h i s a g r e e m e n t , r e g a r d l e s s o f w h e t h e r t h e r e 

i s any d e v e l o p m e n t o f any p a r t i c u l a r p a r t o r t r a c t of the u n i t a r e a , n o t w i t h -

s t anc ing a n y t h i n g to the c o n t r a r y i n any l e a se , o p e r a t i n g a g r e e m e n t o r o the r 

c o n t r a c t by and be tween the p a r t i e s h e r e t o , o r t h e i r r e s p e c t i v e p r e d e c e s s o r s 

i n i n t e r e s t , o r any o f t h e m . 
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(b) D r i l l i n g and producing operations pe r fo rmed hereunder upon a n y 

t rac t of uni t ized lands w i l l be accepted and deemed to be p e r f o r m e d upon 

and f o r the benefit of each and every t rac t of uni t ized 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 wel ls 

situated on the land there in embraced. 

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

pursuant to d i r ec t ion or consent of the Secretary and the State Land Com­

miss ioner , or thei r duly authorized representat ive, shall be deemed to 

constitute such suspension pursuant to such d i rec t ion or consent as to each 

and every t r ac t of uni t ized land. 

(d) Each lease, sublease or contract re la t ing to the explorat ion, d r i l l ­

ing , development or operation f o r o i l or gas of lands, other than those of 

the United States and State of New Mexico, commit ted to this agreement, 

which, by i t s t e rms might expire p r i o r to the t e rmina t ion of this agree­

ment, is hereby extended beyond any such t e r m so provided there in so that 

i t shall be continued i n f u l l force and effect f o r and during the t e r m of this 

agreement. 

(e) Any Federa l lease f o r a f i x e d t e r m of twenty (20) years or any r e ­

newal thereof or any part of such lease which is made subject to this agree­

ment shall continue i n force beyond the t e r m provided there in un t i l the t e r m i ­

nation hereof. Any other Federal lease commit ted hereto shall c o n t i n u e 

in force beyond the t e r m so provided there in or by law as to the land com­

mi t t ed so long as such lease remains subject hereto, provided that production 

is had i n paying quantities under this uni t agreement p r i o r to the expi ra t ion 

date of the t e r m of such lease, or i n the event actual d r i l l i n g operations are 

commenced on uni t ized land, i n accordance wi th the provis ions of this 

agreement, p r i o r to the end of the p r i m a r y t e r m of such lease and are 

being d i l igent ly prosecuted at that t i m e , such lease shall be extended fo r 

two years and so long thereaf ter as o i l or gas is produced i n paying quantities 

in accordance wi th the provis ions of the M i n e r a l Leasing A c t Revis ion of I960. 



( f ) E a c h sublease o r c o n t r a c t r e l a t i n g to the o p e r a t i o n and d e v e l o p m e n t 

of u n i t i z e d substances f r o m lands of the U n i t e d States c o m m i t t e d to t h i s 

a g r e e m e n t , w h i c h by i t s t e r m s w o u l d e x p i r e p r i o r to the t i m e at w h i c h the 

u n d e r l y i n g l ease , as ex tended by the i m m e d i a t e l y p r e c e d i n g p a r a g r a p h , w i l l 

e x p i r e , i s h e r e b y ex tended beyond any such t e r m so p r o v i d e d t h e r e i n so tha t 

i t s h a l l be con t inued i n f u l l f o r c e and e f f e c t f o r and d u r i n g the t e r m of the 

u n d e r l y i n g lease as such t e r m i s h e r e i n extended. 

(g) A n y lease e m b r a c i n g l ands o f the State of N e w M e x i c o w h i c h i s made 

sub jec t to t h i s a g r e e m e n t , s h a l l cont inue i n f o r c e beyond the t e r m p r o v i d e d 

t h e r e i n as to the l ands c o m m i t t e d h e r e t o u n t i l the t e r m i n a t i o n h e r e o f . 

(h) The s e g r e g a t i o n o f any F e d e r a l lease c o m m i t t e d to t h i s a g r e e m e n t 

i s g o v e r n e d by the f o l l o w i n g p r o v i s i o n i n the f o u r t h p a r a g r a p h of Sec. 17 ( j ) 

of the M i n e r a l L e a s i n g A c t , as amended by the A c t of Sep tember 2, I 9 6 0 

(74 Stat. 781-784) : " A n y ( F e d e r a l ) lease h e r e t o f o r e o r h e r e a f t e r c o m m i t t e d 

to any such (un i t ) p l a n e m b r a c i n g lands tha t a r e i n p a r t w i t h i n and i n p a r t o u t ­

side of the a r e a c o v e r e d by any such p l a n s h a l l be seg rega ted i n t o separa te 

l eases as to the l a n d c o m m i t t e d and the lands not c o m m i t t e d as of the e f f e c ­

t i v e date of u n i t i z a t i o n : P r o v i d e d , h o w e v e r , tha t any such lease as to the 

n o n u n i t i z e d p o r t i o n s h a l l con t inue i n f o r c e and e f f e c t f o r the t e r m t h e r e o f 

but f o r not l e s s than two y e a r s f r o m the date o f such s e g r e g a t i o n and so long 

t h e r e a f t e r as o i l o r gas i s p r o d u c e d i n pay ing q u a n t i t i e s . " 

( i ) A n y lease e m b r a c i n g l ands of the State of New M e x i c o hav ing on ly a 

p o r t i o n of i t s l ands c o m m i t t e d h e r e t o , s h a l l be seg rega ted as to the p o r t i o n 

c o m m i t t e d and the p o r t i o n not c o m m i t t e d , and the p r o v i s i o n s o f such lease 

s h a l l app ly s e p a r a t e l y to such s eg rega t ed p o r t i o n s c o m m e n c i n g as of the 

e f f e c t i v e date h e r e o f ; p r o v i d e d , h o w e v e r , n o t w i t h s t a n d i n g any o f the p r o ­

v i s i o n s of t h i s a g r e e m e n t to the c o n t r a r y , any lease e m b r a c i n g lands of the 

State of N e w M e x i c o h a v i n g o n l y a p o r t i o n o f i t s l ands c o m m i t t e d h e r e t o 

s h a l l con t inue i n f u l l f o r c e and e f f e c t beyond the t e r m p r o v i d e d t h e r e i n as 

- 2 0 -



to a l l l ands e m b r a c e d i n such l ease , i f o i l o r gas i s d i s c o v e r e d and i s 

capable of be ing p r o d u c e d i n pay ing q u a n t i t i e s f r o m some p a r t o f the l ands 

e m b r a c e d i n such lease at the e x p i r a t i o n o f the secondary t e r m of such 

lease ; o r i f , at the e x p i r a t i o n o f t h e secondary t e r m , the Lessee o r the 

U n i t O p e r a t o r i s t hen engaged i n bona f i d e d r i l l i n g o r r e w o r k i n g o p e r a t i o n s 

on some p a r t of the l ands e m b r a c e d i n such l ease , the same , as to a l l 

l ands e m b r a c e d t h e r e i n , s h a l l r e m a i n i n f u l l f o r c e and e f f e c t so long as 

such o p e r a t i o n s a r e be ing d i l i g e n t l y p r o s e c u t e d , and i f they r e s u l t i n the 

p r o d u c t i o n o f o i l o r gas , s a id lease s h a l l cont inue i n f u l l f o r c e and e f f e c t 

as to a l l o f the l ands e m b r a c e d t h e r e i n , so long t h e r e a f t e r as o i l o r gas i n 

pay ing q u a n t i t i e s i s be ing p r o d u c e d f r o m any p o r t i o n of sa id l ands . 

19. C O V E N A N T S R U N W I T H L A N D . The covenants h e r e i n s h a l l be 

c o n s t r u e d to be covenants r u n n i n g w i t h the l a n d w i t h r e s p e c t to the i n t e r e s t of 

the p a r t i e s h e r e t o and t h e i r s u c c e s s o r s i n i n t e r e s t u n t i l t h i s a g r e e m e n t t e r m i ­

na tes , and any g r a n t , t r a n s f e r o r conveyance of i n t e r e s t i n l a n d o r l eases 

sub jec t h e r e t o s h a l l be and h e r e b y i s c o n d i t i o n e d upon the a s s u m p t i o n o f a l l 

p r i v i l e g e s and o b l i g a t i o n s h e r e u n d e r by the g r a n t e e , t r a n s f e r e e o r o the r suc­

cesso r i n i n t e r e s t . No a s s i g n m e n t o r t r a n s f e r of any w o r k i n g i n t e r e s t , r o y a l t y 

or o t h e r i n t e r e s t sub j ec t h e r e t o s h a l l be b i n d i n g upon U n i t O p e r a t o r u n t i l t h e 

f i r s t day o f the ca l enda r m o n t h a f t e r U n i t O p e r a t o r i s f u r n i s h e d w i t h the o r i g i n a l , 

pho tos t a t i c o r c e r t i f i e d copy of the i n s t r u m e n t o f t r a n s f e r . 

20. E F F E C T I V E D A T E A N D T E R M . T h i s a g r e e m e n t s h a l l become 

e f f e c t i v e upon a p p r o v a l by the S e c r e t a r y and the State L a n d C o m m i s s i o n e r o r 

t h e i r d u l y a u t h o r i z e d r e p r e s e n t a t i v e s as o f the date o f a p p r o v a l by the D i r e c t o r 

and s h a l l t e r m i n a t e f i v e (5) y e a r s f r o m sa id e f f e c t i v e date un less : 

(a) such date of e x p i r a t i o n i s ex tended by the D i r e c t o r and the State 

L a n d C o m m i s s i o n e r , o r 

(b) i t i s r e a s o n a b l y d e t e r m i n e d p r i o r to the e x p i r a t i o n of the f i x e d 

t e r m o r any e x t e n s i o n t h e r e o f that the u n i t i z e d l a n d i s incapab le of 
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p r o d u c t i o n of u n i t i z e d substances i n pay ing q u a n t i t i e s i n the f o r m a t i o n s 

t e s t ed h e r e u n d e r and a f t e r n o t i c e o f i n t e n t i o n to t e r m i n a t e the a g r e e m e n t 

on such g r o u n d i s g i v e n by the U n i t O p e r a t o r to a l l p a r t i e s i n i n t e r e s t a t 

t h e i r l a s t k n o w n a d d r e s s e s , the a g r e e m e n t i s t e r m i n a t e d w i t h the a p p r o v a l 

of the D i r e c t o r and State L a n d C o m m i s s i o n e r , o r 

(c) a va luab le d i s c o v e r y of u n i t i z e d subs tances has been made o r ac ­

cepted on u n i t i z e d l a n d d u r i n g s a id i n i t i a l t e r m o r any ex t ens ion t h e r e o f , i n 

w h i c h event the a g r e e m e n t s h a l l r e m a i n i n e f f e c t f o r such t e r m and so long 

as u n i t i z e d substances can be p r o d u c e d i n q u a n t i t i e s s u f f i c i e n t to pay f o r the 

cos t of p r o d u c i n g same f r o m w e l l s on u n i t i z e d l a n d w i t h i n any p a r t i c i p a t i n g 

a r e a e s t a b l i s h e d h e r e u n d e r and , shou ld p r o d u c t i o n cease, so long t h e r e ­

a f t e r as d i l i g e n t o p e r a t i o n s a r e i n p r o g r e s s f o r the r e s t o r a t i o n of p r o d u c t i o n 

o r d i s c o v e r y o f new p r o d u c t i o n and so l o n g t h e r e a f t e r as the u n i t i z e d sub­

stances so d i s c o v e r e d can be p r o d u c e d as a f o r e s a i d , o r 

(d) i t i s t e r m i n a t e d as h e r e t o f o r e p r o v i d e d i n t h i s a g r e e m e n t . T h i s 

a g r e e m e n t m a y be t e r m i n a t e d a t any t i m e by not l e s s than 75 per c e n t u m , 

on an ac reage b a s i s , o f the o w n e r s o f w o r k i n g i n t e r e s t s s i g n a t o r y h e r e t o , 

w i t h the a p p r o v a l o f the D i r e c t o r and State L a n d C o m m i s s i o n e r ; no t i ce o f 

any such a p p r o v a l to be g i v e n by the U n i t O p e r a t o r to a l l p a r t i e s h e r e t o . 

2 1 . R A T E O F P R O S P E C T I N G , D E V E L O P M E N T A N D P R O D U C T I O N . 

The D i r e c t o r i s h e r e b y ves t ed w i t h a u t h o r i t y to a l t e r o r m o d i f y f r o m t i m e to 

t i m e i n h i s d i s c r e t i o n the q u a n t i t y and r a t e of p r o d u c t i o n under t h i s a g r e e m e n t 

when such q u a n t i t y and r a t e i s not f i x e d p u r s u a n t to F e d e r a l o r State l a w o r does 

not c o n f o r m to any s t a t e - w i d e v o l u n t a r y c o n s e r v a t i o n o r a l l o c a t i o n p r o g r a m w h i c h 

i s e s t a b l i s h e d , r e c o g n i z e d and g e n e r a l l y a d h e r e d to by the m a j o r i t y of o p e r a t o r s 

i n such State , such a u t h o r i t y be ing h e r e b y l i m i t e d to a l t e r a t i o n o r m o d i f i c a t i o n 

i n the p u b l i c i n t e r e s t , the p u r p o s e t h e r e o f and the p u b l i c i n t e r e s t to be s e r v e d 

t h e r e b y to be s ta ted i n the o r d e r of a l t e r a t i o n o r m o d i f i c a t i o n . Wi thou t r e g a r d 

to the f o r e g o i n g , the D i r e c t o r i s a l so h e r e b y ves ted w i t h a u t h o r i t y to a l t e r o r 
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m o d i f y f r o m t i m e to t i m e a t h i s d i s c r e t i o n the r a t e o f p r o s p e c t i n g and deve lop ­

m e n t and the q u a n t i t y a n d r a t e o f p r o d u c t i o n under t h i s a g r e e m e n t w h e n such 

a l t e r a t i o n o r m o d i f i c a t i o n i s i n the i n t e r e s t of a t t a i n i n g the c o n s e r v a t i o n o b j e c ­

t i v e s s ta ted i n t h i s a g r e e m e n t and i s not i n v i o l a t i o n of any a p p l i c a b l e F e d e r a l 

o r State l a w . 

P o w e r s i n t h i s s e c t i o n ves ted i n the D i r e c t o r s h a l l o n l y be e x e r c i s e d 

a f t e r no t i ce to U n i t O p e r a t o r and o p p o r t u n i t y f o r h e a r i n g to be h e l d not l e s s than 

f i f t e e n (15) days f r o m n o t i c e . 

22. C O N F L I C T O F S U P E R V I S I O N . N e i t h e r the U n i t O p e r a t o r n o r the 

w o r k i n g i n t e r e s t o w n e r s n o r any of t h e m s h a l l be sub jec t to any f o r f e i t u r e , 

t e r m i n a t i o n o r e x p i r a t i o n o f any r i g h t s h e r e u n d e r o r under any leases o r 

c o n t r a c t s sub jec t h e r e t o , o r to any p e n a l t y o r l i a b i l i t y on account o f de l ay of 

f a i l u r e i n w h o l e o r i n p a r t to c o m p l y w i t h any a p p l i c a b l e p r o v i s i o n t h e r e o f to 

the ex ten t that the U n i t O p e r a t o r , w o r k i n g i n t e r e s t o w n e r s o r any of t h e m a r e 

h i n d e r e d , de l ayed o r p r e v e n t e d f r o m c o m p l y i n g t h e r e w i t h by r e a s o n of f a i l u r e 

of the U n i t O p e r a t o r to o b t a i n i n the e x e r c i s e o f due d i l i g e n c e , the c o n c u r r e n c e 

of p r o p e r r e p r e s e n t a t i v e s o f the U n i t e d States and p r o p e r r ep re sen t a t i ve s of the 

State of New M e x i c o i n and about any m a t t e r s o r t h i n g c o n c e r n i n g w h i c h i t i s 

r e q u i r e d h e r e i n tha t such c o n c u r r e n c e be ob ta ined . The p a r t i e s h e r e t o , i n ­

c l u d i n g the State L a n d C o m m i s s i o n , ag ree tha t a l l p o w e r s and a u t h o r i t y ves t ed 

i n the State L a n d C o m m i s s i o n i n and by any p r o v i s i o n s o f t h i s a g r e e m e n t a r e 

ves t ed i n the State L a n d C o m m i s s i o n and s h a l l be e x e r c i s e d by i t p u r s u a n t to 

the p r o v i s i o n s o f the l a w s o f the State o f New M e x i c o and sub j ec t i n any case to 

appea l o r j u d i c i a l r e v i e w as m a y now o r h e r e a f t e r be p r o v i d e d by the l a w s of the 

State of N e w M e x i c o . 

23. A P P E A R A N C E S . U n i t O p e r a t o r s h a l l , a f t e r no t i ce to o the r p a r t i e s 

a f f e c t e d , have the r i g h t to appear f o r and on beha l f of any and a l l i n t e r e s t s 

a f f e c t e d h e r e b y b e f o r e the D e p a r t m e n t of the I n t e r i o r , the C o m m i s s i o n e r of 

P u b l i c L a n d s of the State o f N e w M e x i c o and the New M e x i c o O i l C o n s e r v a t i o n 
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C o m m i s s i o n and to appea l f r o m o r d e r s i s s u e d under the r e g u l a t i o n s of s a id 

D e p a r t m e n t , the State L a n d C o m m i s s i o n e r o r State L a n d C o m m i s s i o n o r to 

a p p l y f o r r e l i e f f r o m any of sa id r e g u l a t i o n s o r i n any p r o c e e d i n g s r e l a t i v e to 

o p e r a t i o n s b e f o r e the D e p a r t m e n t o f the I n t e r i o r , the State L a n d C o m m i s s i o n e r 

o r State L a n d C o m m i s s i o n o r any o ther l e g a l l y c o n s t i t u t e d a u t h o r i t y ; p r o v i d e d , 

h o w e v e r , tha t any o the r i n t e r e s t e d p a r t y s h a l l a l s o have the r i g h t at h i s o w n 

expense to be h e a r d i n any such p r o c e e d i n g . 

24. N O T I C E S . A l l n o t i c e s , demands o r s t a t emen t s r e q u i r e d h e r e u n d e r 

to be g i v e n o r r e n d e r e d to the p a r t i e s h e r e t o s h a l l be deemed f u l l y g i v e n i f g i v e n 

i n w r i t i n g and p e r s o n a l l y d e l i v e r e d to the p a r t y o r sent by p o s t p a i d r e g i s t e r e d 

m a i l , a d d r e s s e d to such p a r t y o r p a r t i e s a t t h e i r r e s p e c t i v e add re s se s set f o r t h 

i n connec t i on w i t h the s i g n a t u r e s h e r e t o o r to the r a t i f i c a t i o n o r consent h e r e o f 

o r to such o the r a d d r e s s as any such p a r t y m a y have f u r n i s h e d i n w r i t i n g to the 

p a r t y sending the n o t i c e , d e m a n d o r s t a t emen t . 

25. NO W A I V E R O F C E R T A I N R I G H T S . N o t h i n g i n t h i s a g r e e m e n t 

con ta ined s h a l l be c o n s t r u e d as a w a i v e r by any p a r t y h e r e t o o f the r i g h t to 

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

of any l a w of the s ta te w h e r e i n sa id u n i t i z e d l ands a r e l o c a t e d , o r o f the U n i t e d 

Sta tes , o r r e g u l a t i o n s i s s u e d t h e r e u n d e r i n any w a y a f f e c t i n g such p a r t y , o r as 

a w a i v e r by any such p a r t y o f any r i g h t beyond h i s o r i t s a u t h o r i t y to w a i v e . 

26. U N A V O I D A B L E D E L A Y . A l l o b l i g a t i o n s under t h i s a g r e e m e n t 

r e q u i r i n g the U n i t O p e r a t o r to c o m m e n c e o r cont inue d r i l l i n g o r to ope ra t e 

on o r p r o d u c e u n i t i z e d substances f r o m any of the l ands c o v e r e d by t h i s a g r e e ­

m e n t s h a l l be suspended w h i l e , but o n l y so l o n g as , the U n i t O p e r a t o r despi te 

the e x e r c i s e of due c a r e and d i l i g e n c e i s p r e v e n t e d f r o m c o m p l y i n g w i t h such 

o b l i g a t i o n s , i n who le o r i n p a r t , by s t r i k e s , ac t s o f God , F e d e r a l , State o r 

m u n i c i p a l l a w o r a g e n c i e s , unavo idab l e a c c i d e n t s , u n c o n t r o l l a b l e de l ays i n t r a n s ­

p o r t a t i o n , i n a b i l i t y t o o b t a i n n e c e s s a r y m a t e r i a l s i n open m a r k e t , o r o t h e r m a t t e r s 

beyond the r ea sonab le c o n t r o l o f the U n i t O p e r a t o r w h e t h e r s i m i l a r to m a t t e r s 

h e r e i n e n u m e r a t e d o r not . 
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27. N O N D I S C R I M I N A T I O N . I n c o n n e c t i o n w i t h the p e r f o r m a n c e of 

w o r k under t h i s a g r e e m e n t , the o p e r a t o r ag r ee s to c o m p l y w i t h a l l o f the p r o ­

v i s i o n s o f Sec t ion 301 (1) to (7) i n c l u s i v e , o f E x e c u t i v e O r d e r 10925 (26 F . R. 

1977), w h i c h a r e h e r e b y i n c o r p o r a t e d by r e f e r e n c e i n t h i s a g r e e m e n t . 

28. LOSS O F T I T L E . I n the event t i t l e to any t r a c t of u n i t i z e d 

l a n d s h a l l f a i l and the t r u e owner cannot be i n d u c e d to j o i n i n t h i s u n i t a g r e e ­

m e n t , such t r a c t s h a l l be a u t o m a t i c a l l y r e g a r d e d as not c o m m i t t e d h e r e t o and 

t h e r e s h a l l be such r e a d j u s t m e n t o f f u t u r e cos t s and b e n e f i t s as m a y be r e q u i r e d 

on account o f the l o s s o f such t i t l e . I n the event of a d i spu te as to t i t l e as 

to any r o y a l t y , w o r k i n g i n t e r e s t o r o the r i n t e r e s t s sub jec t t h e r e t o , p a y m e n t o r 

d e l i v e r y on accoun t t h e r e o f m a y be w i t h h e l d w i t h o u t l i a b i l i t y f o r i n t e r e s t u n t i l 

the d i spu te i s f i n a l l y se t t l ed ; p r o v i d e d , tha t , as to F e d e r a l and State l a n d o r 

l e a se s , no p a y m e n t s o f f u n d s due the U n i t e d States o r the State o f New M e x i c o 

shou ld be w i t h h e l d , but such f u n d s o f the U n i t e d States s h a l l be d e p o s i t e d as 

d i r e c t e d by the S u p e r v i s o r , and such funds o f the State of N e w M e x i c o s h a l l be 

depos i t ed as d i r e c t e d by the State L a n d C o m m i s s i o n e r , to be h e l d as u n e a r n e d 

m o n e y pend ing f i n a l s e t t l e m e n t o f the t i t l e d i s p u t e , and then a p p l i e d as e a r n e d 

o r r e t u r n e d i n a c c o r d a n c e w i t h such f i n a l s e t t l emen t . 

U n i t O p e r a t o r as such i s r e l i e v e d f r o m any r e s p o n s i b i l i t y f o r any d e f e c t 

o r f a i l u r e of any t i t l e h e r e u n d e r . 

29- N O N - J O I N D E R A N D S U B S E Q U E N T J O I N D E R . I f the owner o f 

any s u b s t a n t i a l i n t e r e s t i n a t r a c t w i t h i n the u n i t a r e a f a i l s o r r e f u s e s to sub­

s c r i b e o r consent to t h i s a g r e e m e n t , the o w n e r o f the w o r k i n g i n t e r e s t i n tha t 

t r a c t m a y w i t h d r a w sa id t r a c t f r o m t h i s a g r e e m e n t by w r i t t e n no t i ce to the 

D i r e c t o r , the State L a n d C o m m i s s i o n e r , and the U n i t O p e r a t o r p r i o r to the 

a p p r o v a l of t h i s a g r e e m e n t by the D i r e c t o r . A n y o i l o r gas i n t e r e s t s i n lands 

w i t h i n the u n i t a r e a not c o m m i t t e d h e r e t o p r i o r to s u b m i s s i o n o f t h i s a g r e e m e n t 

f o r f i n a l a p p r o v a l m a y t h e r e a f t e r be c o m m i t t e d h e r e t o by the o w n e r o r o w n e r s 

t h e r e o f s u b s c r i b i n g o r consen t ing to t h i s a g r e e m e n t , and , i f the i n t e r e s t i s a 
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w o r k i n g i n t e r e s t , by the o w n e r o f such i n t e r e s t a l so s u b s c r i b i n g to the u n i t 

o p e r a t i n g a g r e e m e n t . A f t e r o p e r a t i o n s a r e c o m m e n c e d h e r e u n d e r , the r i g h t 

o f subsequent j o i n d e r , as p r o v i d e d i n t h i s s ec t i on , by a w o r k i n g i n t e r e s t owne r 

i s sub j ec t to such r e q u i r e m e n t s o r a p p r o v a l s , i f any , p e r t a i n i n g to such j o i n d e r , 

as m a y be p r o v i d e d f o r i n the u n i t o p e r a t i n g a g r e e m e n t . A f t e r f i n a l a p p r o v a l 

h e r e o f , j o i n d e r by a n o n - w o r k i n g i n t e r e s t owne r m u s t be consen ted to i n w r i t i n g 

by the w o r k i n g i n t e r e s t o w n e r c o m m i t t e d h e r e t o and r e s p o n s i b l e f o r the p a y ­

m e n t of any b e n e f i t s t ha t m a y a c c r u e h e r e u n d e r i n beha l f o f such n o n - w o r k i n g 

i n t e r e s t . J o i n d e r by any owner o f a n o n - w o r k i n g i n t e r e s t , a t any t i m e , m u s t 

be a c c o m p a n i e d by a p p r o p r i a t e j o i n d e r by the o w n e r o f the c o r r e s p o n d i n g w o r k ­

i n g i n t e r e s t i n o r d e r f o r the i n t e r e s t to be r e g a r d e d as c o m m i t t e d h e r e t o . J o i n ­

der to the u n i t a g r e e m e n t by a w o r k i n g i n t e r e s t o w n e r , a t any t i m e , m u s t be 

a c c o m p a n i e d by a p p r o p r i a t e j o i n d e r to the u n i t o p e r a t i n g a g r e e m e n t , i f m o r e 

than one c o m m i t t e d wo . rk ing i n t e r e s t o w n e r i s i n v o l v e d , i n o r d e r f o r the i n t e r e s t 

to be r e g a r d e d as c o m m i t t e d to t h i s u n i t a g r e e m e n t . E x c e p t as m a y o t h e r w i s e 

h e r e i n be p r o v i d e d , subsequent j o i n d e r s to t h i s a g r e e m e n t s h a l l be e f f e c t i v e as 

of the f i r s t day of the m o n t h f o l l o w i n g the f i l i n g w i t h the S u p e r v i s o r , the State 

L a n d C o m m i s s i o n e r and the State L a n d C o m m i s s i o n o f d u l y executed c o u n t e r ­

p a r t s of a l l o r any pape r s n e c e s s a r y to e s t a b l i s h e f f e c t i v e c o m m i t m e n t o f any 

t r a c t to t h i s a g r e e m e n t un l e s s o b j e c t i o n to such j o i n d e r i s d u l y made w i t h i n 

s i x t y (60) days by the D i r e c t o r , State L a n d C o m m i s s i o n e r o r the State L a n d 

C o m m i s s i o n . 

30. C O U N T E R P A R T S . T h i s a g r e e m e n t m a y be execu ted i n any n u m b e r 

of c o u n t e r p a r t s , no one o f w h i c h needs to be execu ted by a l l p a r t i e s , o r m a y be 

r a t i f i e d o r consented to by separa te i n s t r u m e n t i n w r i t i n g s p e c i f i c a l l y r e f e r r i n g 

he r e to and s h a l l be b ind ing upon a l l those p a r t i e s who have execu ted such a 

c o u n t e r p a r t , r a t i f i c a t i o n o r consent h e r e t o w i t h the same f o r c e and e f f e c t as 

i f a l l such p a r t i e s had s igned the same d o c u m e n t and r e g a r d l e s s o f w h e t h e r 
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or not i t i s executed by a l l other par t ies owning or c la iming an in teres t i n 

the lands wi th in the above-described unit area. 

I N WITNESS WHEREOF, the par t ies hereto have caused this agreement 

to be executed and set opposite thei r respective names the date of execution. 

CURTIS R. I N M A N 

Date: 
M U R I E L HENDERSON I N M A N 

ATTEST: G U L F O I L CORPORATION 

Date: 

By: 

Its 

A T T E S T : NORTHERN N A T U R A L GAS PRODUCING 
COMPANY 

Date: 

By: 

Its 

ATTEST: P H I L L I P S P E T R O L E U M COMPANY 

Date: 

By: 

Its 

A T T E S T : SINCLAIR O I L & GAS COMPANY 

Date: 

By: 

Its 

A T T E S T : R E D F E R N D E V E L O P M E N T CORP. 

Date: 

By: 

Its 
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MARATHON O I L COMPANY 

By j 

Its 

M O B I L O I L COMPANY 

By: 

I ts 

PURE O I L COMPANY 

B y j 
I ts 

TEXACO, INCORPORATED 

B y j 

Its 

H U M B L E O I L & REFINING COMPANY 

By: 

Its 

AMERADA P E T R O L E U M CORP. 

B y j 
Its 

UNION O I L COMPANY OF CALIFORNIA 

B y j 

I ts 

W A L T E R H. WALNE 

W A LNE 



W I L L I A M F . SCHWENN 

SCHWENN 

BRUCE HARRIS 

HARRIS 



STATE OF 

COUNTY OF 

) 
) 
) 

The foregoing ins t rument was acknowledged before me this day of 
, 1962, by CURTIS R. I N M A N AND M U R I E L HENDERSON 

I N M A N . 

M y Commiss ion Expi res : ^ 
Notary Public 

STATE OF ) 
) 

COUNTY OF ) 

The foregoing ins t rument was acknowledged before me this day of 

, 1962, by Z Z Z Z Z _ _ 
of G U L F O I L CORPORATION, a corpora t ion , on 
behalf of said corpora t ion . 

M y Commiss ion Expi res : 
Notary Public 

STATE OF ) 

) 
COUNTY OF ) 

The foregoing ins t rument was acknowledged before me this day of 

, 1962, by ZZZZ!ZL___ 
of NORTHERN N A T U R A L GAS PRODUCING COMPANY, a 
corpora t ion , on behalf of said corpora t ion . 

M y Commiss ion Expi res : 
Notary Public 

STATE OF ) 

) 
COUNTY OF ) 

The foregoing ins t rument was acknowledged before me this day of 
, 1962 by 

of P H I L L I P S P E T R O L E U M COMPANY, a corporat ion, 
on behalf of said corpora t ion . 

My Commiss ion Expi res : 
Notary Public 

STATE OF ) 
) 

COUNTY OF ) 

The foregoing ins t rument was acknowledged before me this day of 

, 1962 by ZZZZZ 
of SINCLAIR O I L & GAS COMPANY, a corporat ion, on 
behalf of said corpora t ion . 

My Commiss ion Expi res : 
Notary Public 



STATE OF ) 
) 

COUNTY OF ) 

The foregoing ins t rument was acknowledged before me this day of 
, 1962 by 

of REDFERN D E V E L O P M E N T CORPORATION, a 
corpora t ion , on behalf of said corpora t ion . 

M y Commiss ion Expi res : 

STATE OF ) 
) 

COUNTY OF ) 

Nota ry Public 

The foregoing ins t rument was acknowledged before me this day of 
, 1962 by 

of MARATHON O I L COMPANY, a corpora t ion , on 
behalf of said corpora t ion . 

M y Commiss ion Expi res : 

STATE OF ) 
) 

COUNTY OF ) 

Notary Public 

The foregoing ins t rument was acknowledged before me this day of 
, 1962 by ~~ 

of M O B I L O I L COMPANY, a corporat ion, on 
behalf of said corpora t ion . 

M y Commiss ion Expi res : 

STATE OF ) 
) 

COUNTY OF ) 

Notary Public 

The foregoing ins t rument was acknowledged before me this day of 
, 1962 by 

of PURE O I L COMPANY, a corpora t ion , on behalf of 
said corpora t ion . 

M y Commiss ion Expi res : 

STATE OF ) 
) 

COUNTY OF ) 

Notary Public 

The foregoing ins t rument was acknowledged before me this day of 
, 1962 by 

of T E X A C O , I N C . , a corpora t ion , on behalf 
of said corpora t ion . 

M y Commiss ion Expi res : 

Notary Public 



STATE OF ) 
) 

COUNTY OF ) 

The foregoing ins t rument was acknowledged before me this day of 
, 1962 by 

of H U M B L E O I L & REFINING COMPANY, a 
corpora t ion , on behalf of said corpora t ion . 

M y Commiss ion Expires : 
Notary Public 

STATE OF ) 
) 

COUNTY OF ) 

The foregoing ins t rument was acknowledged before me this day of 
, 1962 by 

of A M E R A D A P E T R O L E U M COMPANY, a corpora t ion , 
on behalf of said corpora t ion . 

M y Commiss ion Expi res : 
Notary Public 

STATE OF ) 
) 

COUNTY OF ) 

The foregoing ins t rument was acknowledged before me this day of 

, 1962 by ZZZZZ] 
of UNION O I L COMPANY OF CALIFORNIA, a 
corpora t ion , on behalf of said corpora t ion . 

M y Commiss ion Expi res : 
Notary Public 

STATE OF ) 

) 
COUNTY OF ) 

The foregoing ins t rument was acknowledged before me this day of 
, 1962 by W A L T E R H. W A L N E and 

M y Commiss ion Expi res : 
Notary Public 

STATE OF ) 

) 
COUNTY OF ) 

The foregoing ins t rument was acknowledged before me this day of 
, 1962 by W I L L I A M F . SCHWENN and 

M y Commiss ion Expi res : 

. Notary Public 



STATE OF ) 
) 

COUNTY OF ) 

The foregoing ins t rument was acknowledged before me th is day of 
, 1962 by BRUCE HARRIS and 

My Commiss ion Expi res : 
Notary Public 


