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HARVEY E. YATES COMPANY 
P. O. BOX 1933 SUITE 300. SECURITY NATIONAL BANK BUILDING 505/623-6601 

ROSWELL, NEW MEXICO 88201 

February 1, 1980 

State of New Mexico 
Oil Conservation Division 
P. 0. Box 1449 £ w //^7 
Santa Fe, New Mexico 87501 

Attention: Mr. Richard Stamets 

Re: Application for 
Unit Approval 
Betenbough Unit 
Lea County, NM 

Dear Mr. Stamets: 

Enclosed please f i n d o r i g i n a l and two copies of our 
application for approval of the above referenced Unit. I 
previously requested by telephone that t h i s matter be set 
for hearing on the February 13, 1980 docket. Thank You. 

Robert H. Strand 
Attorney 
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BEFORE THE OIL CONSERVATION DIVISION 

ENERGY AND MINERALS DEPARTMENT 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
HARVEY E. YATES COMPANY 
FOR APPROVAL OF THE BETENBOUGH 
UNIT AGREEMENT, LEA COUNTY, 
NEW MEXICO 

COMES NOW HARVEY E. YATES COMPANY by i t s attorney and 

1. Applicant seeks approval of the proposed u n i t 

agreement f o r development and operation of the Betenbough U n i t , 

Lea County, New Mexico. A copy of said proposed u n i t agreement 

i s attached hereto as E x h i b i t A. 

2. The proposed u n i t area covered by said u n i t agree­

ment i s as fo l l o w s : 

Township 13 South, Range 36 East, N.M.P.M. 

Section 29: ALL 
Section 30: ALL 
Section 31: Lots 1 & 2, E/2 NW/4 (N/2) 
Section 32: N/2 

Containing 1921.23 acres more or les s , from 
the surface to a l l depths, Lea County, New Mexico 

3. The ownership w i t h i n the proposed u n i t area i s as 

fo l l o w s : 

4. Applicant i s informed and believes, and upon such 

information and b e l i e f , states t h a t the proposed u n i t area covers 

a l l or s u b s t a n t i a l l y a l l of the geological feature involved, and 

tha t i n the event of a discovery of o i l and gas thereon, t h a t said 

APPLICATION 

r e s p e c t f u l l y s t ates: 

State of New Mexico Lands 
Fee Lands 

50.019505% 
49.980495% 



u n i t agreement w i l l permit the producing area to be developed or 

operated i n the i n t e r e s t of conservation and the prevention of 

waste of u n i t i z e d substances. 

5. Applicant i s designated as the u n i t operator i n 

said u n i t agreement, and, as such, i s given a u t h o r i t y under the 

terms thereof to carry on a l l operations necessary f o r the 

development and operation of the u n i t area f o r o i l and gas sub­

j e c t t o a l l applicable laws and r e g u l a t i o n s . 

6. Said u n i t agreement provides f o r the d r i l l i n g of 

an i n i t i a l t e s t w e l l t o a depth s u f f i c i e n t t o t e s t the Austin-

Mississippian formation, but applicant i s not obligated to d r i l l 

said w e l l i n any event to a depth i n excess of 13,600 f e e t . 

7. Applicant believes t h a t i n the event o i l or gas 

i s discovered i n paying q u a n t i t i e s on lands w i t h i n the u n i t area, 

t h a t the f i e l d or area can be developed more economically and 

e f f i c i e n t l y under the terms of said u n i t agreement, to the end 

t h a t maximum recovery w i l l be obtained of u n i t i z e d substances, 

and that said u n i t agreement w i l l promote conservation and the 

prevention of waste as contemplated by the s t a t u t e s of the State 

of New Mexico and the rules and regulations of the d i v i s i o n . 

8. Upon an order being entered by the d i v i s i o n approv­

ing said u n i t agreement, and a f t e r approval of the same by the 

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

approved copy w i l l be f i l e d w i t h the d i v i s i o n . 

WHEREFORE, applicant r e s p e c t f u l l y requests: 

A. That t h i s a p p l i c a t i o n be set f o r a hearing before 

an examiner and t h a t notice of said hearing be given as required 

by law. 

B. That upon such hearing, the d i v i s i o n enter i t s 



order approving said u n i t agreement as being i n the i n t e r e s t of 

conservation and the prevention of waste. 

C. For such f u r t h e r r e l i e f as the d i v i s i o n deems 

j u s t and proper. 

Dated t h i s day of February, 1980. 

HARVEY E. YATES 

»rt H. Strand 

P. 0. Box 1933 
Roswell, New Mexico 88201 

Attorney f o r Applicant 
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UNIT ACRF.F.MF.NT 
FOR THE DEVELOPMENT AND OPERATION 

OF THE 

BETENBOUGH UNIT AREA 

LEA COUNTY, NEW HEXICO 

NO. 

THIS AGREEMENT, entered i n t o as of the 21 day of January 

19 80 by and between the p a r t i e s subscribing, r a t i f y i n g or consenting hereto, and 

herein r e f e r r e d to as the " p a r t i e s hereto"; 

WITNESSETH: 

WHEREAS, the p a r t i e s hereto are the owners of working,royalty, or other 

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

WHEREAS, the Commissioner of Public Lands of the State of New Mexico i s 

authorized by an Act of the Le g i s l a t u r e (Sec. 3, Chap. 88, Laws 1943) as amended 

by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, A r t . 10, Sec. 45, N. M. Statutes 

1978 Annot.), to consent to and approve the development or operation of State Lands 

under agreements made by lessees of State Land j o i n t l y or s e v e r a l l y w i t h other lessees 

where such agreements provide f o r the u n i t operation or development of part of or a l l 

of any o i l or gas pool, f i e l d , or area; and 

WHEREAS, the Co r l i s s i o u e r of Public Lands of the State of New Mexico i s 

authorized by and Act of tlie Legislature. (Sec. 1, Chap. 162), (Laws of 1951, Chap. 

19, A r t . 10, Sec. 47, N. M. Statutes 1978 Annotated) to amend w i t h the approval of 

lessee, evidenced by the lessee's execution of r.uch agreement or otherwise, any o i l 

and g.-»s l.'.i.sc embracing Slate Lands so that the length of the term of said lease may 

coincide v i t h the term of such agreements f o r the u n i t operation and development of 

part or a i l of any o i l or gas ;>ool , f i e l d , or area; and 

VHKKKA5, the Oil Conservation D i v i s i o n of tiie Energy and Minerals Depart­

ment of tho State of Xew Mexico ( h e r e i n a f t e r r e f e r r e d to as the " D i v i s i o n " ) , i s 

a>j t !.• : ;: - d by an Act of the l e g i s l a t u r e (Chap. 72, Laws 1935, as amended, being 

Sect :co 70- 2-} «-t seq. New ;•:,•>: ico Statutes Annotated, 1978 Compilation) to approve 

thir. a ene nt and the conservation provisions hereof; and 

VliFKEAS, the part i es hereto hold s u f f i c i e n t i n t e r e s t s i n the Betenbough 

Unit Area covering the land h e r e i n a f t e r described to give reasonably 

e f f e c t i v e c o n t r o l of operations t h e r e i n ; and 



WIIERKAS, i t i s the purpose of tlie p a r t i e s hereto to conserve n a t u r a l 

resources, prevent waste and secure other b e n e f i t s obtainable through development and 

operation of the area subject to t h i s agreement under the terms, conditions and l i m ­

i t a t i o n s herein set f o r t h ; 

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

contained, the p a r t i e s hereto commit to t h i s agreement t h e i r respective i n t e r e s t s 

in the below defined u n i t area, and agree s e v e r a l l y among themselves as f o l l o w s : 

1. UNIT AREA: The f o l l o w i n g described land i s hereby designated and 

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

Township 13 South Range 36 East N.M.P.M. 

Section 29: A l l 
30: Lots 1,2,3,4, E/2, E/2 W/2 
31: Lots 1&2, E/2 NW/4 and 32: N/2 

containing , acres, more or le s s , 

LEA County, New Mexico 

E x h i b i t A attached hereto i s a map showing the u n i t area and the boundaries 

and i d e n t i t y of t r a c t s and leases i n said area to the extent known to the u n i t oper­

a t o r . E x h i b i t B attached hereto i s a schedule showing to the extent known to the u n i t 

operator the acreage, percentage and kind of ownership of o i l and gas i n t e r e s t s i n a l l 

lands i n the u n i t area. However, nothing herein or i n said schedule or map s h a l l be 

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

other than such I n t e r e s t or i n t e r e s t s as are shown on said map or schedule as owned 

by such party. E x h i b i t s A and B s h a l l be revised by the u n i t operator whenever changes 

in ownership i n the u n i t area render sucli r evisions necessary or when requested by the 

Commissioner of Public Lands, h e r e i n a f t e r r e f e r r e d to as "Commissioner" or the O i l 

Conservation D i v i s i o n , h e r e i n a f t e r r e f e r r e d to as the " D i v i s i o n " . 

A l l land committed to t h i s agrement s h a l l c o n s t i t u t e land r e f e r r e d to herein 

ns " u n i t i z e d land" or "land subject to t h i s agreement". 

2. UN I_TJ 7. ED S! i! :_S TAXC KS : A l l o i l , gas, natural gasoline, and associated 

f l u i d hyd rc-v'-.a rbtm.s i n any and a l l formations of the u n i t i z e d land are u n i t i z e d under 

the to fins of t h i s agreement and herein are c a l l e d " u n i t i z e d substances". 

3. ll^IXO.i'EliA'lnR: HARVEY E. YATES f ^ A N Y , whoso address i s 

Suite 300, SNB B u i l d i n g , ^ ^ i s hereby designated as u n i t operator and by 
P . 0 . Box 1933 , ~RoswelI, NM 88201 

signature hereto commits to t h i s agreement a l l i n t e r e s t i n u n i t i z e d substances vested 

in i t as set f o r t h in Exhibit V., and agrees and consents to accept the duties and o b l i ­

gations of unit operator for the discovery, development arui product-Ion of u n i t i z e d sub­

stances as herein 'provided. Whenever reference 1 <•. made herein to the unit operator, 



such reference means the u n i t operator a c t i n g in that capacity and not as an owner of 

i n t e r e s t s i n u n i t i z e d substances, and the term "working i n t e r e s t owner" when used here­

in s h a l l include or r e f e r to u n i t operator as tlie owner of a working i n t e r e s t when 

such an i n t e r e s t i s owned by i t . 

4. RESCINATION OR REMOVAL OF UNIT OPERATOR: Unit operator s h a l l have the 

r i g h t to resign at any time but such resig n a 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 

successor u n i t operator has been selected and approved i n the manner provided f o r i n 

Section 5 of t h i s agreement. The re s i g n a t i o n of the u n i t operator s h a l l not release 

the u n i t operator from any l i a b i l i t y or any d e f a u l t by i t hereunder occurring 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 . 

Unit operator may, upon d e f a u l t or f a i l u r e i n the performance of i t s duties 

or o b l i g a t i o n s hereunder, be subject to removal by the same percentage vote of the 

owners of working i n e r e r s t s determined i n l i k e manner as herein provided f o r the selec­

t i o n of a new u n i t operator. Such removal s h a l l be e f f e c t i v e upon notice thereof to 

tlie Commissioner and the D i v i s i o n . 

The r e s i g n a t i o n or removal of the u n i t operator under t h i s agreement s h a l l 

not terminate h i s r i g h t , t i t l e or i n t e r e s t as the owner of a working i n t e r e s t or other 

i n t e r e s t i n u n i t i z e d substances, but upon the r e s i g n a t i o n or removal of u n i t operator 

becoming e f f e c t i v e , such u n i t operator s h a l l d e l i v e r possession of a l l equipment, 

m a t e r i a l s , and appurtenances used i n conducting the u n i t operations and owned by the 

working i n t e r e s t owners to the new duly q u a l i f i e d successor u n i t operator, or to the 

owners thereof i f no such new u n i t operator i s e l e c t e d , to be used f o r the purpose of 

conducting u n i t operations hereunder. Nothing herein s h a l l be construed as a u t h o r i z i n g 

removal of any m a t e r i a l , equipment and appurtenances needed f o r the preservation of 

w e l l s . 

5. SUCCESSOR UNIT OPERATOR: Whenever the u n i t operator s h a l l resign as 

ur.it opt. r a t o r or s h a l l be removed as hereinabove provided, tlie owners of tiie working 

i n t e r e s t s according to t h e i r respective acreage i n t e r e s t s i n a l l u n i t i z e d land s h a l l 

by a m a j o r i t y vote select a successor u n i t operator; provided t h a t , i f a m a j o r i t y 

but less i b.an sevi nt v-f ive percent (757.) of the working i n t e r e s t s q u a l i f i e d to vote 

i s ov.aod by one party to t h i s agreement , a concurring vote of s u f f i c i e n t a d d i t i o n a l 

pai t i e . . , so as to const i t u t e in tlie aggregate not less than seven I y-f i ve percent. (75%) 

ot the t o t a l working i n t e r e s t s , s h a l l be required to select a new operator. Such selec­

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 operator so selected s h a l l accept i n 

vi it ing the Jut [cs and rcsponsib 11 it ies of un i t operator, and (b) the s e l e c t i o n s h a l l 
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have been approved by che CominlUM loner. I f no successor u n i t operator i s selected and 

q u a l i f i e d as herein provided, the Commissioner at his e l e c t i o n , w i t h n o tice to the 

D i v i s i o n , may declare t h i s u n i t agreement terminated. 

6. ACCOUNTING PROVISIONS: The u n i t operator s h a l l pay i n the f i r s t instance 

a l l costs and expenses incurred i n conducting u n i t operations hereunder, and usch costs 

and expenses and the working i n t e r e s t b e n e f i t s accruing hereunder s h a l l be apportioned, 

among the owners of the u n i t i z e d working i n t e r e s t s i n accordance w i t h an operating 

agreement entered i n t o by and between the u n i t operator and the owners of such i n t e r ­

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

entered i n t o between the working i n t e r e s t owners and the u n i t operator as provided 

i n t h i s s e c t i o n , whether one or more, are herein r e f e r r e d to as the "Operating Agree­

ment". No such agreement s h a l l be deemed e i t h e r to modify any of the terms and con­

d i t i o n s of t h i s u n i t agreement or to r e l i e v e the u n i t operator of any r i g h t or o b l i ­

gation established under t h i s u n i t agreement and i n case of any inconsistencies or 

c o n f l i c t between t h i s u n i t agreement and the operating agreement, t h i s u n i t agree­

ment s h a l l p r e v a i l . 

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise s p e c i f i ­

c a l l y provided herein, the exclusive r i g h t , p r i v i l e g e and duty of ex e r c i s i n g any and 

a l l r i g h t s of the p a r t i e s hereto which are necessary or convenient f o r prospecting f o r , 

producing, s t o r i n g , a l l o c a t i n g and d i s t r i b u t i n g the u n t i z i e d substances are hereby 

delegated to and s h a l l be exercised by the u n i t operator as herein provided. Accept­

able evidence of t i t l e to said r i g h t s s h a l l be deposited w i t h said u n i t operator and, 

together w i t h t h i s agreement, s h a l l c o n s t i t u t e and define 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 operator. Nothing herein, however, s h a l l be construed to t r a n s f e r 

t i t l e to any land or to any lease or operating agreement, i t being understood that under 

t h i s agreement the u n i t operator, i n i t s capacity as u n i t operator, s h a l l exercise the 

r i g h t s of possession and use vested i n tlie p a r t i e s hereto only f o r tlie purposes herein 

spec i f i ed.. 

F- J > r i L l l ? i i t TO mSCPVl-KV: The u n i t operator s h a l l , w i t h i n s i x t y (60) days 

aft er t he ef feet ive date of t h i s agreement, commence; operations upon an adequate test 

v e i l for o i l and gas upon some part of the lauds embraced w i t h i n the u n i t area and 

sha l l d r i l l said well w i t h due d i l i g e n c e to a depth s u f f i c i e n t to a t t a i n the top of 

theAustin Mississippianformation or to such a depth as u n i t i z e d substances s h a l l be 

discovered in paying, q u a n t i t i e s at a lesser depth or u n l t l i t s h a l l , i n the opinion 

ef unit e p c i a t e r , be' determined that the f u r t h e r d r i l l i n g , of said wel I s h a l l be un­

warranted or impracticable; provided, however, that unit operator s h a l l not, l n any 

event, be required to d r i l l said well to a depth In excess, of 13,600 f e e t . U n t i l 



n discovery of n deposit of u n i t i z e d substances capable of being produced i n paying 

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 repay tlie costs of d r i l l i n g and produc­

ing operations w i t h a reasonable p r o f i t ) u n i t operator s h a l l continue d r i l l i n g d i l i ­

g e n t l y , one w e l l at a time, a l l o w i n g not more than s i x months between the completion of 

one w e l l and the beginning of the next w e l l , u n t i l a w e l l capable of producing u n i t i z e d 

substances i n paying q u a n t i t i e s i s completed to the s a t i s f a c t i o n of the Commissioner 

or u n t i l i t i s reasonably proven to the s a t i s f a c t i o n of the u n i t operator that the 

u n i t i z e d land i s incapable of producing u n i t i z e d substances i n paying q u a n t i t i e s i n 

the formation d r i l l e d hereunder. 

Any w e l l commenced p r i o r to the e f f e c t i v e date of t h i s agreement upon the 

u n i t area and d r i l l e d to the depth provided herein f o r the d r i l l i n g of an i n i t i a l 

t e s t w e l l s h a l l be considered as complying w i t h the d r i l l i n g requirements hereof w i t h 

respect to the i n i t i a l w e l l . The Commissioner may modify the d r i l l i n g requirements 

of t h i s section by gra n t i n g reasonable extensions of time when i n h i s opinion such 

ac t i o n i s warranted. Upon f a i l u r e to comply w i t h the d r i l l i n g provisions of t h i s 

a r t i c l e tiie Commissioner may, a f t e r reasonable notice to the u n i t operator and each work­

ing i n t e r e s t owner, lessee and lessor at t h e i r l a s t known addresses, declare t h i s u n i t 

agreement terminated, and a l l 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 granted and assumed 

by t h i s u n i t agreement s h a l l cease and terminate as of such date. 

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES: 

Should u n i t i z e d substances i n paying q u a n t i t i e s be discovered upon the u n i t 

area, the u n i t operator s h a l l on or before s i x months from the time of the completion 

of the i n i t i a l discovery w e l l and w i t h i n t h i r t y days a f t e r the e x p i r a t i o n of each twelve 

months period t h e r e a f t e r , f i l e a rep o r t with ttie Commissioner and D i v i s i o n of the status 

of the development of the u n i t area and the development contemplated f o r the f o l l o w i n g 

twelve months period. 

It is understood that om- of the main considerations f o r the approval of 

t h i s agrement by the Commissioner of Public Lands i s lo secure the o r d e r l y develop­

ment of the u n i t i z e d lands i n accordance w i t h good conservation p r a c t i c e s so as to 

obtain the greatest u l t i m a t e recovery of u n i t i z e d substances. 

A f t e r discovery of u n i t i z e d substances i n paying q u a n t i t i e s , u n i t operator 

s h a l l proceed w i t h d i l i g e n c e to reasonably develop the u n i t i z e d area as a reasonably 

prudent operator would develop such area under the same or .similar circumstances. 

I f the u n i t operator should f a i l to comply v.-ith the above, covenant, for 

reasonah1e development t h i s agrev-ment may be IerminaIed by the Commissioner as to 

a l l lands (if lhe State of New Mexico embracing undeveloped regular well spacing or 

promt ion u n i t s , but In such event , the has. Is of part lelpnt ion by the working Inte r e s t 

owners .shall l c n . i h i the same as I I t h i s agreement had not been t e nn I n;i i • •«1 .-.<: »- •'• 



lands; provided, however, the Commissioner s h a l l g l ve notice to the u n i t operator 

and the lessees of record i n the manner prescribed by (Sec. 19-10-20 N. M. Statutes 

1978 Annotated,) of i n t e n t i o n to cancel on account of any alleged breach of said 

covenant f o r reasonable development and any decision entered thereunder s h a l l be 

subject to appeal i n the manner prescribed by (Sec. 19-10-23 N.M. Statutes 1978 Annotated) 

and, provided f u r t h e r , i n any event the u n i t operator s h a l l be given a reasonable op­

p o r t u n i t y a f t e r a f i n a l determination w i t h i n which to remedy any d e f a u l t , f a i l i n g i n 

which t h i s agreement s h a l l be terminated as to a l l lands of the State of New Mexico 

embracing undeveloped regular w e l l spacing or p r o r a t i o n u n i t s . 

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a w e l l capable of 

producing u n i t i z e d substances i n paying q u a n t i t i e s , the owners of working i n t e r e s t s 

s h a l l p a r t i c i p a t e i n the production therefrom and i n a l l other producing wells which 

may be d r i l l e d pursuant hereto i n the proportions that t h e i r respective leasehold 

i n t e r e s t s covered hereby on an acreage basis bears to the t o t a l number of acres com­

mitted to t h i s u n i t agreement, and such u n i t i z e d substances s h a l l be deemed to have 

been produced from the respective leasehold i n t e r e s t s p a r t i c p a t i n g t h e r e i n . For the 

purpose of determining any b e n e f i t s accuring under t h i s agreement and the d i s t r i b u t i o n 

of the r o y a l t i e s payable to the State of New Mexico and other les s o r s , each separate 

lease s h a l l have a l l o c a t e d to i t such percentage of said production as the number of 

acres i n each lease r e s p e c t i v e l y committed to t h i s agreement bears to the t o t a l num­

ber of acres committed hereto. 

Notwithstanding any provisions contained herein to the cont r a r y , each work­

ing i n t e r e s t owner s h a l l have the r i g h t to take such owner's proportionate share of 

the unitize,.! substances i n kind or to personally s e l l or dispose of the same, and 

nothing, herein contained s h a l l be construed as giving, or g r a n t i n g to the u n i t operator 

the r i g h t to s e l l or otherwise dispose of the proportionate share of any working i n t e r ­

est owner without s p e c i f i c a u t h o r i z a t i o n from time to time so to do. 

1 1.. ALLOCATION OF PRODUCTION: A l l u n i t i z e d substances produced from each 

t r a c t in the u n i t i z e d area established under t h i s agreement, except any part thereof 

used f o r production or development purposes hereunder, or unavoidably l o s t , s h a l l be 

deemed to he produced equally on an acreage basis from the several t r a c t s of the u n i t i z e d 

land, e.od f o r the purpose of determining any benefit:; that accrue on an acreage, basis, 

each such t r a c t s h a l l have a l l o c a t e d to i t such percentage of said production as. I t s area 

hear., to the e n t i r e u n i t i z e d area. I t i s hereby agreed that production of u n i t i z e d 

substances from the u n i t i z e d area s h a l l be a l l o c a t e d as provided h e r e i n , regardless 

o f whether any wells ale d r i l l e d on any p a r t i c u l a r t r a c t s (if said u n i t i z e d area. 

f> 



12 . PAYj^.NT_OF _R_KNTA1_._S_t ROYAl.TI F.S AND OVF.RRI PI NG ROYALTI F.S : 

A l l rental;; due the State of New Mexico s h a l l be paid by the respective 

lease owners i n accordance w i t h the terms of t h e i r leases. 

A l l r o y a l t i e s due to the State of New Mexico under the terms of the leases 

committed to t h i s agreement s h a l l be computed and paid on the basis of a l l u n i t i z e d 

substances a l l o c a t e d to the respective leases committed hereto; provided, however, 

the State s h a l l be e n t i t l e d to take i n kind i t s share of the u n i t i z e d substances a l ­

located to the respective leases, and i n such case the u n i t operator s h a l l make d e l i v e r i e s 

of such r o y a l t y o i l i n accordance w i t h the terms of the respective leases. 

A l l r e n t a l s , i f any, due under any leases embracing lands other than the 

State of New Mexico, s h a l l be paid by the respective lease owners i n accordance w i t h 

the terms of t h e i r leases and a l l r o y a l t i e s due under the terms of any such leases 

s h a l l be paid on the basis of a l l u n i t i z e d substances a l l o c a t e d to the respective leases 

committed hereto. 

I f the u n i t operator introduces gas obtained from sources other than the 

u n i t i z e d substances i n t o any producing formation f o r the purpose of repressuring, 

s t i m u l a t i n g or increasing the u l t i m a t e recovery of u n i t i z e d substances therefrom, a 

l i k e amount of gas, i f a v a i l a b l e , w i t h due allowance f o r loss or de p l e t i o n from any 

cause may be withdrawn from the formation i n t o which the gas was introduced r o y a l t y 

f r e e as to dry gas but not as to the products extracted therefrom: provided, that such 

withdrawal s h a l l be at such time as may be provided i n a plan of operation consented 

to by the Commissioner and approved by tlie D i v i s i o n as conforming to good petroleum 

engineering p r a c t i c e ; and provided f u r t h e r , that such r i g h t of withdrawal s h a l l t e r ­

minate on tlie t e rmination of t h i s u n i t agreement. 

I f any lease commit ted hereto i s burdened w i t h an o v e r r i d i n g r o y a l t y , pay­

ment cot of product ion or other charge i n a d d i t i o n to the usual r o y a l t y , the owner 

of each SMC.I: lease s h a l l bear and assume the same out of the u n i t i z e d substances 

al l o c . l ed to tlie land.; embraced i n each such lease, as provided herein. 

13. 1 TASKS AND U'iNTUACTS COtM-'OiWM AMD F.XTF.NPKD INSOFAR AS THF.Y APTLY 

TO" LANDS WI miN THK utnfm-n AJRKA": 

The terms, conditions and provisions of a l l leases, subleases, operating 

a;-.]ce:' ••••at •. and other contracts r e l I a ing fo the e x p l o r a t i o n , d r i l l i n g , development or 

opera! i.e. tor o i l or gas oi the lands, committed to t h i s agreement, s h a l l as of the 

effect Ive date hereof, be and the same are hereby expressly modified and aim aided 

li'.-o!.!! .e. i hey applv lo lands w i t h i n the u n i t i z e d area to the. extent" necossaiy to 

7 



nuke the same conform to the provisions hereof and so that the respective terms of 

said leases and agreements w i l l be extended i n s o f a r as necessary to coincide w i t h 

the term of t i l l s agreement and tlie approval of t h i s agreement by the ommlssloner and 

the respective lessors ami lessees s h a l l be e f f e c t i v e to conform the provisions and 

extend the terms of each such lease as to lands w i t h i n the u n i t i z e d area to the pro­

v i s i o n s and terms of t h i s agreement; but otherwise to remain i n f u l l force and e f f e c t . 

Each lease committed to t h i s agreement, inso f a r as i t applies to lands w i t h i n the 

u n i t i z e d area, s h a l l continue i n force beyond the term provided t h e r e i n as long as 

t h i s agreement remains i n e f f e c t , provided, d r i l l i n g operations upon the i n i t i a l t e s t 

w e l l provided f o r herein s h a l l have been commenced or said w e l l i s i n the process of 

being d r i l l e d by the u n i t operator p r i o r to the e x p i r a t i o n of the shortest term lease 

committed to t h i s agreement. Termination of t h i s agreement s h a l l not e f f e c t any lease 

which pursuant to the terms thereof or any applicable laws would continue i n f u l l force 

and e f f e c t t h e r e a f t e r . The commencement, completion, continued operation or production 

on each of the leasehold i n t e r e s t s committed to t h i s agreement and operations or pro­

duction pursuant to t h i s agreement s h a l l be deemed to be operations upon and produc­

t i o n from each leasehold i n t e r e s t committed hereto and there s h a l l be no o b l i g a t i o n 

on the part of the u n i t operator or any of the owners of the respective leasehold 

i n t e r e s t s committed hereto to d r i l l o f f s e t s to wells as between the leasehold i n t e r ­

ests committed to ths agreement, except as provided i n Section 9 hereof. 

Any 1 ease embracing lands of the State of Mew Mexico having only a p o r t i o n 

of i t s lands committed hereto sh a l l be segregated as to the p o r t i o n committed and 

as to the p r o t i o n not committed and the terms of such leases s h a l l apply separately as 

to such segregated portions commencing as of the e f f e c t i v e date hereof. Notwithstand­

ing any of the provisions of t h i s agreement to the contr a r y , any lease embracing lands 

ef the State of New Mexico having only a p o r t i o n of i t s lands committed hereto s h a l l 

cont i i n f u l l force and e f f e c t beyond the term provided t h e r e i n as to a l l lands 

cn! racvJ i n such lease, i f o i l and gas, or e i t h e r of them, are discovered and arc being 

prodded In pay ine, q u a n t i t i e s from some part of the lands embraced i n such lease com­

mittee: ro t i l l s agreement at the e x p i r a t i o n of the secondary term of such lease, or i f , 

at the e x p i r a t i o n of the secondary term, the lessee or the uni t operator i s then t-n-

f.agt d in bona f ide d r i l l i n g or reworking, ope rat ions on some part of the lands embraced 

therein s h a l l remain i : i f u l l ioree and e f f e c t so long as such operations are being 

d i l i g e n t l y prosecuted, and they result i n the production of o i l or gas., said lease 

sha l l eoiit inue in fulL force and effe c t as to a l l of the lauds embraced t h e r e i n , so long 

t hi. a: t et as o i l and gas, or e i t h e r of them, are being produced i n paying, q u a n t i t i e s from 

a ::y po : t i on of sa i d 1 amis . 

.. g _ 



14. CONSERVATION: Operations hereunder and production of u n i t i z e d sub­

stances s h a l l be conducted to provide f o r the most economical and e f f i c i e n t recovery 

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

t i o n s . 

15. DRAINAGE: In the event a w e l l or wells producing o i l or gas i n paying 

q u a n i t i e s should be brought i n on land adjacent to the u n i t area d r a i n i n g u n i t i z e d 

substances from the lands embraced t h e r e i n , u n i t operator s h a l l d r i l l such o f f s e t w e l l 

or wells as a reasonably prudent operator would d r i l l under the same or s i m i l a r c i r ­

cumstances . 

16. COVENANTS RUN WITH LAND: The covenants herein s h a l l be construed to 

be covenants running w i t h the land w i t h respect to the i n t e r e s t s of the p a r t i e s here­

to and t h e i r successors i n i n t e r e s t u n t i l t h i s agreement terminates, and any grant, 

t r a n s f e r or conveyance of i n t e r e s t i n land or leases subject hereto s h a l l be and here­

by i s conditioned upon the assumption of 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 hereunder to 

tlie grantee, transferee or other successor i n i n t e r e s t . No assignment or t r a n s f e r or 

any working, r o y a l t y , or other i n t e r e s t subject hereto s h a l l be binding upon u n i t op­

er a t o r u n t i l the f i r s t day of the calendar month a f t e r the u n i t operator i s furnished 

w i t h the o r i g i n a l , p h o t o s t a t i c , or c e r t i f i e d copy of the instrument of t r a n s f e r . 

17. EFFECTIVE DATE AND TERM: This agreement s h a l l become e f f e c t i v e upon 

approval by the Commissioner and the D i v i s i o n and shal1 terminate i n two years a f t e r 

such date unless (a) such date of e x p i r a t i o n i s extended by the Commissioner, or (b) 

a valuable discovery of u n i t i z e d substances has been made on u n i t i z e d land during said 

i n i t i a l term or any extension thereof i n which case t h i s agrement s h a l l remain i n 

e f f e c t so long as u n i t i z e d substances arc being, produced from the u n i t i z e d land and, 

should production cease, so long t h e r e a f t e r as d i l i g e n t operations are i n progress f o r 

t i e r e s t o r a t i o n of production or discovery of new production and so long t h e r e a f t e r as 

the u n i t i z e d substances so discovered can be. produced as aforesaid. This agreement 

r:a_. be terminated at any t i fie by no t less than seventy-five percent (75%) on an acreage 

basis, c ' the owners of the working i n t e r e s t s , signatory hereto, w i t h the approval of 

the Co.:.mi ssi oner and w i t h notice to D i v i s i o n . Likewise, the. f a i l u r e to comply w i t h 

the d r i l l i n g requirement s of Section 8 hereof, may subject t h i s agreement to termina­

t i o n as provided i n said s e c t i o n . 

U'.. KATE OK 1'RPPUCTl ("<N: A l l production and the disposal thereof s h a l l be 

in c o", f o rr.: i t y w i t h allocation.';, a llotments, and quotas made or f i x e d by the Commission, 

and in ccuI o i m i t y w i t h a l l applicable laws and lawful r e g u l a t i o n s . • 

- q -



19. APPEARANCES: Unit operator s h a l l , a f t e r notice to other p a r t i e s a f ­

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

hereby, before the Commissioner of r u b l i c Lands and the D i v i s i o n , and to appeal from 

orders Issued under the regulations of the CommIs::loner or D i v i s i o n , or to apply f o r 

r e l i e f from any of said r e g u l a t i o n s or i n any proceedings on i t s own behalf r e l a t i v e 

to operations pending before the Commissioner or D i v i s i o n ; provided, however, that any 

other i n t e r e s t party s h a l l also have the r i g h t at his own expense to appear and to 

p a r t i c i p a t e i n any such proceeding. 

20. NOTICES: A l l n o t i c e s , demands, or statements required hereunder to be given 

or rendered to the p a r t i e s hereto, s h a l l be deemed f u l l y given, i f given i n w r i t i n g and 

sent by postpaid r e g i s t e r e d m a i l , addressed to such party or p a r t i e s at t h e i r respec­

t i v e addresses, set f o r t h i n connection w i t h the signatures hereto or to the r a t i f i ­

c a t i o n or consent hereof, or to such other address as any such party may have furnished 

i n w r i t i n g to party sending the n o t i c e , demand, or statement. 

21. UNAVOIDABLE DELAY: A l l o b l i g a t i o n s under t h i s agreement r e q u i r i n g the 

u n i t operator to commence or continue d r i l l i n g or to operate on or produce u n i t i z e d 

substances from any of the lands covered by t h i s agreement, s h a l l be suspended w h i l e , 

but only so long as, the u n i t operator, despite the exercise of due care and d i l i g e n c e , 

i s prevented from complying w i t h such o b l i g a t i o n s , i n whole or i n p a r t , by s t r i k e s , 

war, act of Cod, Federal, State, or municipal law or agencies, unavoidable accidents, 

u n c o n t r o l l a b l e delays i n t r a n s p o r t i o n , i n a b i l i t y to obtain necessary m a t e r i a l s i n open 

market, or other matters beyond the reasonable co n t r o l of the u n i t operator, whether 

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

22. EOSS 01^ TITLE: Tn the event t i t l e to any t r a c t of u n i t i z e d land or 

.substantial i n t e r e s t t h e r e i n s h a l l f a i l , and the true: owner cannot be induced to j o i n 

the unit agreement so that such t r a c t i s not committed to t h i s agreement, or the oper-

t ion thereof hereunder becomes, impracticable as a r e s u l t thereof, such t r a c t may be 

e1imi ::ated from the u n i t i z e d area, and the i n t e r e s t of the p a r t i e s readjusted as a r e ­

sts 1 t of such t r a c t being eliminated from the u n i t i z e d area. I n the: event of a dispute 

as to the t i t l e to any r o y a l t y , working, or other i n t e r e s t subject hereto, the u n i t 

operator r.;y withhold payment or d e l i v e r y of the a l l o c a t e d p o r t i o n of the u n i t i z e d 

subs t... ces involved on account thereof, without l i a b i l i t y f o r intere-st u n t i l the d i s ­

pute i s f i n a l l y s e t t l e d , provided that no payments, of funds due the State of New Mexico 

sh a l l he withheld. Unit operator, as such, i s r e l i e v e d from any r e s p o n s i b i l i t y for any 

delect ei f a i l u r e of any t i t l e hcreuiulor. 

iV'l. SehSl'ni'KM I' .IO|.\'|ir.K: Any o i l or gas in t e r e s t lit lands w i t h i n the u n i t 

.•ire.! not co:-,:: i t t ed hereto, p r i o r to the submission ol the agreement' f o r f i n a l , approval 
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by tlu> Commissi un 1*1' and tho Division, may bo committed hereto by the owner or owner.H 

of such r i g h t s , subscribing or consenting to this agreement, or executing a r a t i f i ­

cation thereof, and i f such owner is also a working interest owner, by subscribing to 

the operating agreement providing for the allocation of costs of exploration, develop­

ment, and operation. A subsequent Joinder shall be effective as of the f i r s t day of the 

month following the approval by the Commissioner and the f i l i n g with the Division of 

duly executed counterparts of the instrument or instruments committing the Interest of 

such owner to this agreement, but such Joining party or parties, before participating 

in any benefits hereunder, shall be required to assume and pay to unit operator, their 

proportionate share of the unit expenses incurred prior to such party's or parties ' 

joinder in the unit agreement, and the unit operator shall make appropriate adjustments 

caused by such joinder, without any retroactive adjustment or revenue. 

24. COUNTERPARTS: This agreement may be executed in any number of counter­

parts, no one of which needs to be executed by a l l parties, or may be r a t i f i e d or con­

sented to by separate instrument in w r i t i n g s p e c i f i c a l l y referring hereto, and shall 

be binding upon a l l those parties who have executed such a counterpart, r a t i f i c a t i o n , 

or consent hereto with the same force and effect as i f a l l such parties had signed the 

same document, and regardless of whether or not i t is executed by a l l other parties 

owning or claiming an interest in the lands within the above described unit area. 

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agree­

ment to be executed as of the respective dates set fort h opposite their signatures. 

UNIT OPERATOR 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

The foregoing instrument was acknowledged before me th i s 3 o day of 
CL^UUX-^-A/ , 1980, by George M. Yates, Vice President of HARVEY E. 

ANY/ a YATES COMPANY> a New Mexico corporation, on behalf of said corporation. 

My Commission Expires: f ^ ^ ^ W ^ ^ ^ ^ T ^ ' ' 

Notary Ptfyi^ p g £ S C A 0 L Y N M. J/RM | 
*<S£)^ NOTA5Y WB'.IC • NEW MEXICO ti 

NOTARY BONO FllfO WITH SECRETARY OF STATE )J 

My Commission Expires /&3 
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HEYCO 
PETROLEUM PRODUCERS 

x 

HARVEY E. YATES COMPANY 
P. O. BOX 1933 SUITE 300, SECURITY NATIONAL BANK BUILDING 505/623-6601 

ROSWELL, NEW MEXICO 88201 

February 11, 1980 

v; 

State of New Mexico 
Oil Conservation Division 
P. Q._J3ox 1449, 
Santa Fe, New Mexico 87501 

Attention: Mr. Richard Stamets 

Re: Application for 
Unit Approval 
Betenbough Unit, 
Lea County, New Mexico 

Dear Mr. Stamets: 

Enclosed please f i n d an or i g i n a l and two copies of our 
application for approval of the above referenced Unit. I previously 
requested by telephone that t h i s matter be set for hearing on 
the February 27, 1980 docket. Thank you. 

Sincerely, 

Robert H. Strand 

RHS/cj 
Enclosures 



BEFORE THE OIL CONSERVATION DIVISION 

ENERGY AND MINERALS DEPARTMENT 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
HARVEY E. YATES COMPANY 
FOR APPROVAL OF THE BETENBOUGH 
UNIT AGREEMENT, LEA COUNTY, 
NEW MEXICO 

APPLICATION 

COMES NOW HARVEY E. YATES COMPANY by i t s attorney and 

r e s p e c t f u l l y states: 

1. Applicant seeks approval of the proposed u n i t 

agreement f o r development and operation of the Betenbough U n i t , 

Lea County, New Mexico. A copy of said proposed u n i t agreement 

i s attached hereto as E x h i b i t A. 

2. The proposed u n i t area covered by said u n i t agree­

ment i s as f o l l o w s : 

Township 13 South, Range 36 East, N.M.P.M. 

Section 29 
Section 30 
Section 31 
Section 32 

ALL 
ALL 
Lots 1 & 2, E/2 NW/4 (N/2) 
N/2 

Containing 1921.23 acres more or le s s , from 
the surface to a l l depths, Lea County, New Mexico 

f o l l o w s : 

3. The ownership w i t h i n the proposed u n i t area i s as 

State of New Mexico Lands 
Fee Lands 

50.019505% 
49.980495% 

4. Applicant i s informed and believes, and upon such 

information and b e l i e f , states t h a t the proposed u n i t area covers 

a l l or s u b s t a n t i a l l y a l l of the geological feature involved, and 

that i n the event of a discovery of o i l and gas thereon, t h a t said 

FEB 151980 
i : 

OIL C0NSE.>V,7nc;j DIVISION 
SANTA FE 



u n i t agreement w i l l permit the producing area to be developed or 

operated i n the i n t e r e s t of conservation and the prevention of 

waste of u n i t i z e d substances. 

5. Applicant i s designated as the u n i t operator i n 

said u n i t agreement, and, as such, i s given a u t h o r i t y under the 

terms thereof to carry on a l l operations necessary f o r the 

development and operation of the u n i t area f o r o i l and gas sub­

j e c t to a l l applicable laws and r e g u l a t i o n s . 

6. Said u n i t agreement provides f o r the d r i l l i n g of 

an i n i t i a l t e s t w e l l to a depth s u f f i c i e n t t o t e s t the Austin-

Mississippian formation, but applicant i s not obligated to d r i l l 

said w e l l i n any event to a depth i n excess of 13,600 f e e t . 

7. Applicant believes t h a t i n the event o i l or gas 

i s discovered i n paying q u a n t i t i e s on lands w i t h i n the u n i t area, 

th a t the f i e l d or area can be developed more economically and 

e f f i c i e n t l y under the terms of said u n i t agreement, to the end 

t h a t maximum recovery w i l l be obtained of u n i t i z e d substances, 

and t h a t said u n i t agreement w i l l promote conservation and the 

prevention of waste as contemplated by the s t a t u t e s of the State 

of New Mexico and the rules and r e g u l a t i o n s of the d i v i s i o n . 

8. Upon an order being entered by the d i v i s i o n approv­

ing said u n i t agreement, and a f t e r approval of the same by the 

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

approved copy w i l l be f i l e d w i t h the d i v i s i o n . 

WHEREFORE, applicant r e s p e c t f u l l y requests: 

A. That t h i s a p p l i c a t i o n be set f o r a hearing before 

an examiner and t h a t notice of said hearing be given as required 

by law. 

B. That upon such hearing, the d i v i s i o n enter i t s 



order approving said u n i t agreement as being i n the i n t e r e s t of 

conservation and the prevention of waste. 

C. For such f u r t h e r r e l i e f as the d i v i s i o n deems 

j u s t and proper. 

Dated t h i s \ t \ — day of February, 1980. 

P. O. Box 1933 
Roswell, New Mexico 88201 

Attorney f o r Applicant 

-3-



UNIT ACRF.F.MF.NT 
FOR Tllf. DEVF.LOI'MI'.NT AND OPERATION 

OF THE 

BETENBOUGH UNIT AREA 

LEA COUNTY,NEW MEXICO 

NO. 

THIS AGREEMENT, entered into as of the 21 day of January 

19 80 by and between the parties subscribing, r a t i f y i n g or consenting hereto, and 

herein referred to as the "parties hereto"; 

WITNESSETH: 

WHEREAS, che parties hereto are the owners of working, royalty, or other 

o i l or gas interests in the unit area subject to this agreement; and 

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

authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws 1943) as amended 

by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, Art. 10, Sec. 45, N. M. Statutes 

1978 Annot.), to consent to and approve the development or operation of State Lands 

under agreements made by lessees of State Land j o i n t l y or severally with other lessees 

where such agreements provide for the unit operation or development of part of or a l l 

of any o i l or gas pool, f i e l d , or area; and 

WHEREAS, the Commissioner of Public Lands of the State of New Mexico i s 

authorized by and Act of the Legislature. (Sec. 1, Chap. 162), (Laws of 1951, Chap. 

19, Art. 10, Sec. 47, N. M. Statutes 1978 Annotated) to amend with the approval of 

lessee, evidenced by the lessee's execution of such agreement or otherwise, any o i l 

and gas lease embracing State Lands so that the length of the term of said lease may 

coincide with the' term of such agreements for the unit operation and development of 

part or a l l of any o i l or gas pool, f i e l d , or area; and 

WliKKEAS, the Oil Conservation Division of the Energy and Minerals Depart­

ment uf the State of New Mexico (hereinafter referred to as the "Division"), is 

authvrii-ed by an Act of the Legislature (Chap. 72, Laws 1935, as amended, being 

Secl.'.oo 70-2-1 et seq. New Mexico Statute?; Annotated, 1978 Compilation) to approve 

this :i;v<orient and tlie conservation provisions hereof; and 

WI IFUKAS, the parties hereto hold s u f f i c i e n t interests in the Betenbough 

Unit Area covering, the land hereinafter descrihed to givr> reasonahly 

effective control of operations therein; and * 



WHERKAS, i t i s tho purpose of the p a r t i e s hereto to conserve n a t u r a l 

resources, prevent waste and secure other b e n e f i t s obtainable through development and 

operation of the area subject to t h i s agreement under the terms, conditions and l i m ­

i t a t i o n s herein set f o r t h ; 

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

contained, the p a r t i e s hereto commit to t h i s agreement t h e i r respective i n t e r e s t s 

i n the below defined u n i t area, and agree s e v e r a l l y among themselves as f o l l o w s : 

1. UNIT AREA: The f o l l o w i n g described land i s hereby designated and 

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

Township 13 South Range 36 East N.M.P.M. 

Section 29: A l l 
30: Lots 1,2,3,4, E/2, E/2 W/2 
31: Lots 1&2, E/2 NW/4, NE/4 and 32: N/2 

contai n i n g 1922 5? acres, more or l e s s , 

LEA County, New Mexico 

E x h i b i t A attached hereto i s a map showing the u n i t area and the boundaries 

and i d e n t i t y of t r a c t s and leases i n said area to the extent known to the u n i t oper­

a t o r . E x h i b i t B attached hereto i s a schedule showing to the extent known to the u n i t 

operator the acreage, percentage and kind of ownership of o i l and gas i n t e r e s t s i n a l l 

lands i n the u n i t area. However, nothing herein or i n said schedule or map s h a l l be 

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

other than such i n t e r e s t or i n t e r e s t s as are shown on said map or schedule as owned 

by such party. E x h i b i t s A and B s h a l l be revised by the u n i t operator whenever changes 

in ownership i n the u n i t area render such re v i s i o n s necessary or when requested by the 

Commissioner of Public Lands, h e r e i n a f t e r r e f e r r e d to as "Commissioner" or the O i l 

Conservation D i v i s i o n , h e r e i n a f t e r r e f e r r e d to as the " D i v i s i o n " . 

A l l land committed to t h i s agremont .shall c o n s t i t u t e land r e f e r r e d to herein 

as " u n i t i z e d land" or "land subject to t h i s agreement". 

2- UNITIZED SU1«S TiV^KjS: A l l o i l , gas, natu r a l gasoline, and associated 

f l u i d hydrocarbons i n any and a l l formations of the u n i t i z e d land are u n i t i z e d under 

the terms of t h i s agreement and herein are c a l l e d " u n i t i z e d substances". 

3. UNIT OPERALPR: HARVEY E. YATES COMPANY ? „ h o s c address i s 

Suite 300, SNB B u i l d i n g , i s hereby designated as u n i t operator and by 
"P.~o\" Box"1933, "Roswell," NM '88201 

signature hereto commits to t h i s agreement a l l i n t e r e s t i n u n i t i z e d substances vested 

in i t as set forth, i n E x h i h l l !', and agrees and consents to accept the duller, and o b l i ­

gations of unit operator f or the discovery, development and production of u n i t i z e d sub­

stances a.s hero in provided. Whenever reference Is. made herein to the unit operator, 



such reference 1 means tlie u n i t operator a c t i n g i n that capacity and not as nn owner of 

i n t e r e s t s i n u n i t i z e d substances, and the term "working i n t e r e s t owner" when used here­

in s h a l l include or r e f e r to u n i t operator as tlie owner of a working i n t e r e s t when 

such an i n t e r e s t i s owned by l t . 

4. RESCINATION OR REMOVAL OF UNIT OPERATOR: Unit operator s h a l l have the 

r i g h t to resign at any time 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 u n t i l a 

successor u n i t operator has been selected and approved i n the manner provided f o r i n 

Section 5 of t h i s agreement. The re s i g n a t i o n of the u n i t operator s h a l l not release 

the u n i t operator from any l i a b i l i t y or any d e f a u l t by i t hereunder occurring 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 . 

Unit operator may, upon d e f a u l t or f a i l u r e i n the performance of i t s duties 

or o b l i g a t i o n s hereunder, be subject to removal by the same percentage vote of the 

owners of working i n e r e r s t s determined i n l i k e manner as herein provided f o r the selec­

t i o n of a new u n i t operator. Such removal s h a l l be e f f e c t i v e upon notice thereof to 

the Commissioner and the D i v i s i o n . 

The r e s i g n a t i o n or removal of the u n i t operator under t h i s agreement s h a l l 

not terminate h i s r i g h t , t i t l e or i n t e r e s t as the owner of a working i n t e r e s t or other 

i n t e r e s t i n u n i t i z e d substances, but upon the r e s i g n a t i o n or removal of u n i t operator 

becoming e f f e c t i v e , such u n i t operator s h a l l d e l i v e r possession of a l l equipment, 

m a t e r i a l s , and appurtenances used i n conducting the u n i t operations and owned by the 

working i n t e r e s t owners to the new duly q u a l i f i e d successor u n i t operator, or to the 

owners thereof i f no such new u n i t operator i s e l e c t e d , to be used f o r the purpose of 

conducting u n i t operations hereunder. Nothing herein s h a l l be construed as a u t h o r i z i n g 

removal of any m a t e r i a l , equipment and appurtenances needed f o r the preservation of 

w e l l s . 

5. SUCCESSOR, UN IT. OPERATOR: Whenever the u n i t operator s h a l l resign as 

ur.it operator or s h a l l be removed as hereinabove provided, the owners of the working 

i n t e r e s t s according to t h e i r respective acreage i n t e r e s t s i n a l l u n i t i z e d land s h a l l 

by a m a j o r i t y vote select a successor u n i t operator; provided t h a t , i f a m a j o r i t y 

hut less than seventy- f i v e percent (75%) of the working i n t e r e s t s q u a l i f i e d to vote 

i s owaed by one party t o t h i s agreement, a concurring vote of s u f f i c i e n t a d d i t i o n a l 

panic.;, so as to const i tut e in the aggregate not less than seventy-five percent (75%) 

ot tin t o t a l workInt; i n t e r e s t s , s h a l l be required to select a new operator. Such selec­

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 operator so selected s h a l l accept i n 

wi i t ing tin' duties and r e s p o n s i b i l i t i e s of un i t operator, and (b) the s e l e c t i o n s h a l l 



have been approved by che Commissioner. I f no successor u n i t operator i s selected and 

q u a l i f i e d as herein provided, the Commissioner at his e l e c t i o n , w i t h n o tice to the 

D i v i s i o n , may declare t h i s u n i t agreement terminated. 

6. ACCOUNTING PROVISIONS: The u n i t operator s h a l l pay i n the f i r s t instance 

a l l costs and expenses incurred i n conducting u n i t operations hereunder, and usch coses 

and expenses and the working i n t e r e s t b e n e f i t s accruing hereunder s h a l l be apportioned, 

among the owners of the u n i t i z e d working i n t e r e s t s i n accordance w i t h an operating 

agreement entered i n t o by and between the u n i t operator and the owners of such i n t e r ­

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

entered i n t o between the working i n t e r e s t owners and the u n i t operator as provided 

i n t h i s s e c t i o n , whether one or more, are herein r e f e r r e d to as the "Operating Agree­

ment". No such agreement s h a l l be deemed e i t h e r to modify any of the terms and con­

d i t i o n s of t h i s u n i t agreement or to r e l i e v e the u n i t operator of any r i g h t or o b l i ­

gation established under t h i s u n i t agreement and i n case of any inconsistencies or 

c o n f l i c t between t h i s u n i t agreement and the operating agreement, t h i s u n i t agree­

ment s h a l l p r e v a i l . 

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise s p e c i f i ­

c a l l y provided herein, the exclusive r i g h t , p r i v i l e g e and duty of ex e r c i s i n g any and 

a l l r i g h t s of the p a r t i e s hereto which are necessary or convenient f o r prospecting f o r , 

producing, s t o r i n g , a l l o c a t i n g and d i s t r i b u t i n g the u n t i z i e d substances are hereby 

delegated to and s h a l l be exercised by the u n i t operator as herein provided. Accept­

able evidence of t i t l e to said r i g h t s s h a l l be deposited w i t h said u n i t operator and, 

together w i t h t h i s agreement, s h a l l c o n s t i t u t e and define 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 operator. Nothing herein, however, s h a l l be construed to t r a n s f e r 

t i t l e to any land or to any lease or operating agreement, i t being understood that under 

t h i s agreement the u n i t operator, i n i t s capacity as u n i t operator, s h a l l exercise the 

r i g h t s of possession and vise vested i n the p a r t i e s hereto only f o r the purposes herein 

spec i f i ed. 

P. DRILLING TO DISCOVERY: The u n i t operator s h a l l , w i t h i n s i x t y (60) days 

a f t e r the e f f e c t i v e date of t h i s agreement, commence' operations upon an adequate te s t 

well for o i l and gas upon some part of the lands embraced w i t h i n the u n i t area and 

sh a l l d r i l l said well w i t h due d i l i g e n c e to a depth s u f f i c i e n t to a t t a i n the top of 

theAustin Mississippianform.ition or to such a depth as u n i t i z e d substances s h a l l be 

discovered in paying q u a n t i t i e s at a lesser depth or u n i t l i t s h a l l , i n the opinion 

of en i l epei.itor, he dototniined that tho f u r t h e r d r f 1 L i ug of said wel 1 s h a l l be un-

w.i r ran t is! or i mprac t i cab le ; provided, however, that unit operator s h a l l not, i n any 

evr.it , be ivqu I red to d r i l l .'.a Kl well to a depth In excess of 13,600 fc>e:t. U n t i l 



n discovery of a deposit of u n i t i z e d substances capable of being produced l n paying 

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 repay the costs of d r i l l i n g and produc­

ing operations w i t h a reasonable p r o f i t ) u n i t operator s h a l l continue d r i l l i n g d i l i ­

g e n t l y , one w e l l at a time, a l l o w i n g not more than s i x months between the completion of 

one w e l l and the beginning of the next w e l l , u n t i l a w e l l capable of producing u n i t i z e d 

substances i n paying q u a n t i t i e s i s completed to the s a t i s f a c t i o n of the Commissioner 

or u n t i l i t i s reasonably proven to the s a t i s f a c t i o n of the u n i t operator that the 

u n i t i z e d land i s incapable of producing u n i t i z e d substances i n paying q u a n t i t i e s i n 

the formation d r i l l e d hereunder. 

Any w e l l commenced p r i o r to the e f f e c t i v e date of t h i s agreement upon the 

u n i t area and d r i l l e d to the depth provided herein f o r the d r i l l i n g of an i n i t i a l 

tesc w e l l s h a l l be considered as complying w i t h the d r i l l i n g requirements hereof w i t h 

respect to the i n i t i a l w e l l . The Commissioner may modify the d r i l l i n g requirements 

of t h i s s ection by gr a n t i n g reasonable extensions of time when i n h i s opinion such 

a c t i o n i s warranted. Upon f a i l u r e to comply w i t h the d r i l l i n g provisions of t h i s 

a r t i c l e the Commissioner may, a f t e r reasonable notice to the u n i t operator and each work­

ing i n t e r e s t owner, lessee and lessor at t h e i r l a s t known addresses, declare t h i s u n i t 

agreement terminated, and a l l 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 granted and assumed 

by t h i s u n i t agreement s h a l l cease and terminate as of such date. 

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES: 

Should u n i t i z e d substances i n paying q u a n t i t i e s be discovered upon the u n i t 

area, the u n i t operator s h a l l on or before s i x months from the time of the completion 

of the i n i t i a l discovery w e l l and w i t h i n t h i r t y days a f t e r the e x p i r a t i o n of each twelve 

months period t h e r e a f t e r , f i l e a report w i t h the Commissioner and D i v i s i o n of the status 

of the development of the u n i t area and the development contemplated f o r the f o l l o w i n g 

twelve months period. 

l t i t ; understood that one of tlie main considerations f o r the approval of 

t h i s ngrement by ihe Commissioner of Public. Lands i s to secure tlie o r d e r l y develop­

ment of tho u n i t i z e d lands i n accordance w i t h good conservation p r a c t i c e s so as to 

obtain the greatest u l t i m a t e recovery of u n i t i z e d substances. 

A f t e r discovery of u n i t i z e d substances i n paying q u a n t i t i e s , u n i t operator 

s h a l l proceed w i t h d i l i g e n c e to reasonably develop the u n i t i z e d area as a reasonably 

prudent operator would develop such area under the same or .similar circumstances. 

I f tho. u n i t operator should f a i l to comply w i t h the above covenant f o r 

reasonah1o development t h i s agreement may be terminaled by the Commiss1 oner ns to 

a l l lan.Ls of the Slate of New Mexico embracing, undeveloped regular well spacing, ot" 

pror.it Ion u n i t s , but In such event, the basis of p a r t i c i p a t i o n by the working, I n t e r e s t 

owners s h a l l l ema I u the same as I I t h i s agreement had not been t e rm I n.i t ed :o; i n mieh 



lands; provided, however, the Commissioner aha 11 Rive notice to the u n i t operator 

and the lessees of record l n the manner prescribed by (Sec. 19-10-20 N. M. Statuten 

1978 Annotated,) of I n t e n t i o n to cancel on account of any alleged breach of said 

covenant f o r reasonable development and any decision entered thereunder s h a l l be 

subject to appeal i n the manner prescribed by (Sec. 19-10-23 N.M. Statutes 1978 Annotated) 

and, provided f u r t h e r , i n any event the u n i t operator s h a l l be given a reasonable op­

p o r t u n i t y a f t e r a f i n a l determination w i t h i n which to remedy any d e f a u l t , f a i l i n g i n 

which t h i s agreement s h a l l be terminated as to a l l lands of the State of New Mexico 

embracing undeveloped regular w e l l spacing or p r o r a t i o n u n i t s . 

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a w e l l capable of 

producing u n i t i z e d substances i n paying q u a n t i t i e s , the owners of working i n t e r e s t s 

s h a l l p a r t i c i p a t e i n the production therefrom and i n a l l other producing wells which 

may be d r i l l e d pursuant hereto i n the proportions that t h e i r respective leasehold 

i n t e r e s t s covered hereby on an acreage basis bears to the t o t a l number of acres com­

mitted to t h i s u n i t agreement, and such u n i t i z e d substances s h a l l be deemed to have 

been produced from the respective leasehold i n t e r e s t s p a r t i c p a t i n g t h e r e i n . For the 

purpose of determining any b e n e f i t s accuring under t h i s agreement and the d i s t r i b u t i o n 

of the r o y a l t i e s payable to the State of New Mexico and other l e s s o r s , each separate 

lease s h a l l have a l l o c a t e d to i t such percentage of said production as the number of 

acres i n each lease r e s p e c t i v e l y committed to t h i s agreement bears to the t o t a l num­

ber of acres committed hereto. 

Notwithstanding any provisions contained herein to the c o n t r a r y , each work­

ing i n t e r e s t owv.er s h a l l have the r i g h t to take such owner's proportionate share of 

the unitized, substances i n kind or to personally s e l l or dispose of the same, and 

nothing herein contained s h a l l be construed as giving, or gr a n t i n g to the u n i t operator 

the r i g h t to s e l l or otherwise dispose of the proportionate share of any working i n t e r ­

est owv.er without s p e c i f i c a u t h o r i z a t i o n from time to time so to do. 

11. AU.t_'C\TI0N_0F PRODUCTION: A l l u n i t i z e d substances produced from each 

t r a c t in the u n i t i z e d area established under t h i s agreement, except any part thereof 

used f o r production or development purposes hereunder, or unavoidably l o s t , s h a l l be 

deemed to he produced equally on an acreage basis from the several t r a c t s of the u n i t i z e d 

la-ad, and f o r the purpose of determining any b e n e f i t s that accrue on an acreage basis, 

each such t r a c t s h a l l have a l l o c a t e d to i t such percentage of said production as i t s area 

bear.; to tin: e n t i r e u n i t i z e d area. I t i s hereby agreed that production of u n i t i z e d 

substances from the u n i t i z e d area s h a l l be a l l o c a t e d as provided h e r e i n , regardless 

of wheihor any well;; .ue d r i l l e d on any p a r t i c u l a r tenets of said u n i t i z e d area. 

(> 



12 . PAYMENT OF RENTALS , ROYALTIES AND OVERRIDING ROYAI.TIES: 

A l l r e n t a l s due the State of New Mexico s h a l l be paid by the respective 

lease owners i n accordance w i t h the terms of t h e i r leases. 

A l l r o y a l t i e s due to the State of New Mexico under the terms of the leases 

committed to t h i s agreement s h a l l be computed and paid on the basis of a l l u n i t i z e d 

substances a l l o c a t e d to the respective leases committed hereto; provided, however, 

the State s h a l l be e n t i t l e d to take i n kind i t s share of the u n i t i z e d substances a l ­

located to the respective leases, and i n such case the u n i t operator s h a l l make d e l i v e r i e s 

of such r o y a l t y o i l i n accordance w i t h the terms of the respective leases. 

A l l r e n t a l s , i f any, due under any leases embracing lands other than the 

State of New Mexico, s h a l l be paid by the respective lease owners i n accordance w i t h 

the terms of t h e i r leases and a l l r o y a l t i e s due under the terms of any such leases 

s h a l l be paid on the basis of a l l u n i t i z e d substances a l l o c a t e d to the respective leases 

committed hereto. 

I f the u n i t operator introduces gas obtained from sources other than the 

u n i t i z e d substances i n t o any producing formation f o r the purpose of repressuring, 

s t i m u l a t i n g or increasing the u l t i m a t e recovery of u n i t i z e d substances therefrom, a 

l i k e a.-jount of gas, i f a v a i l a b l e , w i t h due allowance f o r loss or de p l e t i o n from any 

cause may be withdrawn from the formation i n t o which the gas was introduced r o y a l t y 

fr«.-e as to dry gas but not as to the products extracted therefrom; provided, that such 

withdrawal s h a l l be at such time as may be provided i n a plan of operation consented 

to by the Commissioner and approved by tlie D i v i s i o n as conforming to good petroleum 

engineering p r a c t i c e ; and provided f u r t h e r , that such r i g h t of withdrawal s h a l l t e r ­

minate on the termination of t h i s u n i t agreement. 

I f any lease committed hereto i s burdened w i t h an o v e r r i d i n g r o y a l t y , pay­

ment rot of production or other charge i n a d d i t i o n to the usual, r o y a l t y , the owner 

of each s>T.h lease s h a l l bear and assume the same out of the u n i t i z e d substances 

a l l o c ' e d to the lands, embraced i n each such lease, as provided herein. 

13. JEASKS AMD CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APH.Y 
TO LANDS V I HI IN THE "i'N I IdZED AREA:' ~ 

The terms, condition:; and provisions of a l l leases, subleases, operating 

aci ee v t •. .'.nd other contracts r e l t a i n g to the e x p l o r a t i o n , d r i l l i n g development or 

opera! i'-n l o r o i l or gas- of the lands committed to this, agreement, s h a l l a;: of the 

effec t ive date hereof, be .and the same are hereby expressly modified and amended 

ino!.M as they apply to lands w i t h i n the u n i t i z e d area to the extent necessary to 
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muke tlie same conform to the provisions hereof and so t l i a t che respective terms of 

said leases and agreements w i l l be extended ins o f a r as necessary to coincide w i t h 

the term of t h i s agreement and the approval of t h i s agreement by the ommissioner and 

the respective lessors and lessees s h a l l be e f f e c t i v e to conform the provisions and 

extend che cerms of each such lease as Co lands w i t h i n the u n i t i z e d area to the pro­

v i s i o n s and cerms of chis agreemenc; buc ocherwise Co remain i n f u l l force and effecC. 

Each lease commicted Co t h i s agreemenc, in s o f a r as i t applies to lands w i t h i n the 

u n i t i z e d area, s h a l l continue i n force beyond the term provided t h e r e i n as long as 

t h i s agreemenc remains i n e f f e c t , provided, d r i l l i n g operations upon che i n i t i a l t e s t 

w e l l provided f o r herein s h a l l have been commenced or said w e l l i s i n the process of 

being d r i l l e d by the u n i t operator p r i o r to the e x p i r a t i o n of the shortest term lease 

committed to t h i s agreement. Termination of t h i s agreemenc s h a l l not e f f e c t any lease 

which pursuant to the terms thereof or any applicable laws would continue i n f u l l force 

and e f f e c t chereafcer. The commencement, completion, continued operation or production 

on each of the leasehold i n t e r e s t s committed to t h i s agreement and operations or pro­

duction pursuant to t h i s agreement s h a l l be deemed to be operations upon and produc­

t i o n from each leasehold i n t e r e s t committed hereto and there s h a l l be no o b l i g a t i o n 

on the part of the u n i t operator or any of the owners of the respective leasehold 

i n t e r e s t s committed hereto to d r i l l o f f s e t s to wells as between the leasehold i n t e r ­

ests committed to ths agreement, except as provided i n Section 9 hereof. 

Any lease embracing lands of the State of Mew Mexico having only a p o r t i o n 

of i t s lands committed hereto sh a l l be segregated as to the p o r t i o n committed and 

as to the p r o t i o n not committed and the terms of such leases s h a l l apply separately as 

to such segregated p o r t i o n s commencing as of the e f f e c t i v e date hereof. Notwithstand­

ing any of the provision;; of t h i s agreement to the contr a r y , any lease embracing lands 

of the State of New Mexico having only a p o r t i o n of i t s lands committed hereto s h a l l 

co::! in f u l l force and e f f e c t beyond the term provided t h e r e i n as to a l l lands 

cmhi;:cv.J i n such lease, i f o i l and gas, or e i t h e r of them, are discovered and are being 

produced i i i paying, q u a n t i t i e s from sonic part of the lands embraced In such lease com­

mitted, to t h i s r.groen:ent at the e x p i r a t i o n of the secondary term of such lease, or i f , 

at the e x p i r a t i o n of the secondary term, the lessee or the u n i t operator i s then en­

gage d i n bona, f i d e d r i l l i n g , or reworking operations on some' part of the lands embraced 

ther e i n s h a l l remain in f u l l 1 orce and e f f e c t so long, as such operation;; are being, 

diligent!-.- prosecuted, and, they re s u l t i n the production of o i l or gas., said lease 

sha l l continue in f u l l force and effe c t as to a l l of the lauds embraced t h e r e i n , so long 

t!u;aaf:ei a s o i l and gas, or e i t h e r of them, are being produced i n paying, q u a n t i t i e s Troni 

a r. y go : I i i si of said 1 ands . 

.. g _ 



14. CONSERVATION: Operations hereunder and production of u n i t i z e d sub­

stances s h a l l be conducted to provide f o r the most economical and e f f i c i e n t recovery 

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

t i o n s . 

15. DRAINACE: In the event a w e l l or wells producing o i l or gas i n paying 

q u a n i t i e s should be brought i n on land adjacent to the u n i t area d r a i n i n g u n i t i z e d 

substances from the lands embraced t h e r e i n , u n i t operator s h a l l d r i l l such o f f s e t w e l l 

or wells as a reasonably prudent operator would d r i l l under the same or s i m i l a r c i r ­

cumstances . 

16. COVENANTS RUN WITH LAND: The covenants herein s h a l l be construed to 

be covenants running w i t h the land w i t h respect to the i n t e r e s t s of the p a r t i e s here­

to and t h e i r successors i n i n t e r e s t u n t i l t h i s agreement terminates, and any grant, 

t r a n s f e r or conveyance of i n t e r e s t i n land or leases subject hereto s h a l l be and here­

by i s conditioned upon the assumption of 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 hereunder to 

the grantee, transferee or other successor i n i n t e r e s t . No assignment or t r a n s f e r or 

any working, r o y a l t y , or other i n t e r e s t subject hereto s h a l l be binding upon u n i t op­

era t o r u n t i l the f i r s t day of tiie calendar month a f t e r the u n i t operator i s furnished 

w i t h the o r i g i n a l , p h o t o s t a t i c , or c e r t i f i e d copy of the instrument of t r a n s f e r . 

17. EFFECTIVE DATE AND TERM: This agreement s h a l l become e f f e c t i v e upon 

approval by the Commissioner and the D i v i s i o n and s h a l l terminate i n two years a f t e r 

such date unless (a) such date of e x p i r a t i o n i s extended by the Commissioner, or (b) 

a valuable discovery of u n i t i z e d substances has been made on u n i t i z e d land during said 

i n i t i a l term or any extension thereof i n which case, t h i s agrement s h a l l remain i n 

e f f e c t so long as u n i t i z e d substances are being produced from the u n i t i z e d land and, 

should production cease, so long t h e r e a f t e r as d i l i g e n t operations are i n progress f o r 

th.e r e s t o r a t i o n of product ion or discovery of new production and so long t h e r e a f t e r as 

the u n i t i z e d substances so discovered can be produced as aforesaid. This agreement 

rii y he terminated at any time by not less than seventy-five percent (75%) on an acreage 

basis, c f the owners of the working, i n t e r e s t s , signatory hereto, w i t h the approval of 

the Commissioner and w i t h notice to D i v i s i o n . Likewise, the f a i l u r e to comply w i t h 

ttie d r i l l i n g requirements of Section 8 hereof, may subject t h i s agreement: to termina­

t i o n as provided i n said s e c t i o n . 

I ft. RATI: OF mWCTlON: A l l production and the disposal thereof s h a l l be 

in conformity w i t h a l l o c a t i o n s , a llotments, and quota:; made or f i x e d by tiie Commission, 

and in cou f o 1 m i t y w i t h a l l applicable laws and lawful regulation:;. * 



19. APPEARANCES: Unit operator s h a l l , a f t e r notice to other p a r t i e s a f ­

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

hereby, before the Commissioner of Public Lands and the D i v i s i o n , and to appeal from 

orders issued under the regul a t i o n s of the Commlssloner or D i v i s i o n , or to apply f o r 

r e l i e f from any of said r e g u l a t i o n s or i n any proceedings on i t s own behalf r e l a t i v e 

to operations pending before the Commissioner or D i v i s i o n ; provided, however, that any 

other i n t e r e s t party s h a l l also have the r i g h t at h i s own expense to appear and to 

p a r t i c i p a t e i n any such proceeding. 

20. NOTICES: A l l n o t i c e s , demands, or statements required hereunder to be given 

or rendered to the p a r t i e s hereto, s h a l l be deemed f u l l y given, i f given l n w r i t i n g and 

sent by postpaid r e g i s t e r e d m a i l , addressed to such party or p a r t i e s at t h e i r respec­

t i v e addresses, set f o r t h i n connection w i t h the signatures hereto or to the r a t i f i ­

c a t i o n or consent hereof, or to such other address as any such party may have furnished 

i n w r i t i n g to party sending the n o t i c e , demand, or statement. 

21. UNAVOIDABLE DELAY: A l l o b l i g a t i o n s under t h i s agreement r e q u i r i n g the 

u n i t operator to commence or continue d r i l l i n g or to operate on or produce u n i t i z e d 

substances from any of the lands covered by t h i s agreement, s h a l l be suspended w h i l e , 

but only so long as, the u n i t operator, despite the exercise of due care and d i l i g e n c e , 

i s prevented from complying w i t h such o b l i g a t i o n s , i n whole or i n p a r t , by s t r i k e s , 

war, act of God, Federal, State, or municipal law or agencies, unavoidable accidents, 

u n c o n t r o l l a b l e delays i n transport!on, i n a b i l i t y to obtain necessary m a t e r i a l s i n open 

market, or other matters beyond the reasonable c o n t r o l of the u n i t operator, whether 

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

22. LOSS OF TTTLE: 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 land or 

s u b s t a n t i a l i n t e r e s t t h e r e i n s h a l l f a i l , and the true owner cannot be induced to j o i n 

the unit agreement so that such t r a c t i s not committed to t h i s agreement, or the oper-

t i o n thereof hereunder becomes impracticable as a r e s u l t thereof, such t r a c t may be 

eliminated from the u n i t i z e d area, and the i n t e r e s t of the p a r t i e s readjusted a;; a r e ­

su l t of .such t r a c t being eliminated from the u n i t i z e d area. I n the event of a dispute 

as lo the t i t l e t o any r o y a l t y , working, or other i n t e r e s t subject hereto, the u n i t 

operator ay withhold payment or d e l i v e r y of the a l l o c a t e d p o r t i o n of the u n i t i z e d 

subst a. cos involved on account thereo f , without l i a b i l i t y f o r i n t e r e s t u n t i l the d i s ­

pute i s f i n a l l y s e t t l e d , provided that no payments of funds due the State of New Mexico 

shal l be withheld. Unit operator, as such, i s r e l i e v e d from any r e s p o n s i b i l i t y f or any 

dclec: or f a i l u r e of any t i t l e hereunder. 

?.\. Sl'hSl'ODENT JOINDER: Any o i l or gas int e r e s t In lands w i t h i n the u n i t 

area, not committed hereto, p r i o r to the submission of the agreement: f o r f i n a l approval 
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by the Commissioner nnil the Division, may be committed hereto by the owner or owners 

of such r i g h t s , subscribing or consenting to this agreement, or executing a r a t i f i ­

cation thereof, and i f such owner is also a working interest owner, by subscribing to 

the operating agreement providing for the allocation of costs of exploration, develop­

ment, and operation. A subsequent Joinder shall be effective as of the f i r s t day of the 

month following the approval by the Commissioner and the f i l i n g with the Division of 

duly executed counterparts of the instrument or instruments committing the interest of 

such owner to this agreement, but such joining party or parties, before participating 

in any benefits hereunder, shall be required to assume and pay to unit operator, their 

proportionate share of the unit expenses incurred prior to such party's or parties ' 

joinder in the unit agreement, and the unit operator shall make appropriate adjustments 

caused by such joinder, without any retroactive adjustment or revenue. 

24. COUNTERPARTS: This agreement may be executed i n any number of counter­

parts, no one of which needs to be executed by a l l parties, or may be r a t i f i e d or con­

sented to by separate instrument in w r i t i n g s p e c i f i c a l l y referring hereto, and shall 

be binding upon a l l those parties who have executed such a counterpart, r a t i f i c a t i o n , 

or consent hereto with the same force and effect as i f a l l such parties had signed the 

same document, and regardless of whether or not i t is executed by a l l other parties 

owning or claiming an interest i n the lands within the above described unit area. 

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agree­

ment to be executed as of the respective dates set fort h opposite their signatures. 

UNIT OPERATOR 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

The foregoing instrument was acknowledged before me t h i s 3o ^ day of 
, 1980, by George M. Yates, Vice President of HARVEY E. 

Ŷ TES COMPANY, a New Mexico corporation, on behalf of said corporation. 

My Commission Expires: 

YhoA^l, J3. I9Z3 
™ — ™ C / ^ L Y N M. t/RM 

NOTARY PUBLIC • NEV. MEXICO 

NOTARY 8ON0 FILED WITH SECRETARY OF STATE 
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BEFORE THE OIL CONSERVATION DIVISION 

ENERGY AND MINERALS DEPARTMENT 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
HARVEY E. YATES COMPANY 
FOR APPROVAL OF THE BETENBOUGH 
UNIT AGREEMENT, LEA COUNTY, 
NEW MEXICO 

APPLICATION 

COMES NOW HARVEY E. YATES COMPANY by i t s attorney and 

r e s p e c t f u l l y s t a t e s : 

1. Applicant seeks approval of the proposed u n i t 

agreement f o r development and operation of the Betenbough U n i t , 

Lea County, New Mexico. A copy of said proposed u n i t agreement 

i s attached hereto as E x h i b i t A. 

2. The proposed u n i t area covered by said u n i t agree­

ment i s as f o l l o w s : 

Township 13 South, Range 36 East, N.M.P.M. 

Section 29 
Section 30 
Section 31 
Section 32 

ALL 
ALL 
Lots 1 & 2, E/2 NW/4 (N/2) 
N/2 

follows: 

Containing 1921.23 acres more or les s , from 
the surface to a l l depths, Lea County, New Mexico 

3. The ownership w i t h i n the proposed u n i t area i s as 

State of New Mexico Lands 50.019505% 
Fee Lands 49.980495% 

4. Applicant i s informed and believes, and upon such 

information and b e l i e f , states that the proposed u n i t area covers 

a l l or s u b s t a n t i a l l y a l l of the geological feature involved, and 

that i n the event of a discovery of o i l and gas thereon, t h a t said 



u n i t agreement w i l l permit the producing area to be developed or 

operated i n the i n t e r e s t of conservation and the prevention of 

waste of u n i t i z e d substances. 

5. Applicant i s designated as the u n i t operator i n 

said u n i t agreement, and, as such, i s given a u t h o r i t y under the 

terms thereof to carry on a l l operations necessary f o r the 

development and operation of the u n i t area f o r o i l and gas sub­

j e c t to a l l applicable laws and r e g u l a t i o n s . 

6. Said u n i t agreement provides f o r the d r i l l i n g of 

an i n i t i a l t e s t w e l l to a depth s u f f i c i e n t t o t e s t the Austin-

Mississippian formation, but applicant i s not obligated to d r i l l 

said w e l l i n any event to a depth i n excess of 13,600 f e e t . 

7. Applicant believes that i n the event o i l or gas 

i s discovered i n paying q u a n t i t i e s on lands w i t h i n the u n i t area, 

that the f i e l d or area can be developed more economically and 

e f f i c i e n t l y under the terms of said u n i t agreement, to the end 

th a t maximum recovery w i l l be obtained of u n i t i z e d substances, 

and t h a t said u n i t agreement w i l l promote conservation and the 

prevention of waste as contemplated by the s t a t u t e s of the State 

of New Mexico and the rules and regulations of the d i v i s i o n . 

8. Upon an order being entered by the d i v i s i o n approv­

ing said u n i t agreement, and a f t e r approval of the same by the 

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

approved copy w i l l be f i l e d w i t h the d i v i s i o n . 

WHEREFORE, applicant r e s p e c t f u l l y requests: 

A. That t h i s a p p l i c a t i o n be set f o r a hearing before 

an examiner and t h a t notice of said hearing be given as required 

by law. 

B. That upon such hearing, the d i v i s i o n enter i t s 



order approving said u n i t agreement as being i n the i n t e r e s t of 

conservation and the prevention of waste. 

C. For such f u r t h e r r e l i e f as the d i v i s i o n deems 

j u s t and proper. 

Dated t h i s \ day of February, 1980. 

HARVEY E. YATES COMPANY 

P. 0. Box 1933 
Roswell , New Mexico 88201 

At torney f o r App l i can t 



UNIT AGREEMENT 
FOR TIIE DEVELOPMENT AND OPERATION 

OF THE 

BETENBOUGH U N I T A R £ A 

LEA COUNTY,NEW MEXICO 

NO. 

THIS AGREEMENT, entered i n t o as of the 21 day of January 

19 80 by and between the p a r t i e s subscribing, r a t i f y i n g or consenting hereto, and 

herein r e f e r r e d to as the " p a r t i e s hereto"; 

WITNESSETH: 

WHEREAS, the p a r t i e s hereto are the owners of work i n g , r o y a l t y , or other 

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

WHEREAS, the Commissioner of Public Lands of the State of New Mexico i s 

authorized by an Act of tho Le g i s l a t u r e (Sec. 3, Chnp. 88, Laws 1943) as amended 

by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, A r t . 10, Sec. 45, N. M. Statutes 

1978 Annot.), to consent to and approve the development or operation of State Lands 

under agreements made by lessees of State Land j o i n t l y or s e v e r a l l y w i t h other lessees 

where such agreements provide f o r the u n i t operation or development of part of or a l l 

of any o i l or gas pool, f i e l d , or area; and 

WHEREAS, the Commissioner of Public Lands of the State of New Mexico i s 

authorized by and Act of the Legi s l a t u r e (Sec. 1, Chap. 162), (Laws of 1951, Chap. 

19, A r t . 10, Sec. 47, N. M. Statutes 1978 Annotated) to amend w i t h the approval of 

lessee, evidenced by the lessee's execution of such agreement or otherwise, any o i l 

and gas lease embracing State. Lands so that the length of the term of said lease may 

coincide with the term of such agreements f o r the u n i t oporation and development of 

part or a l l of any o i l or gas pool, f i e l d , or area; and 

VliEKEAS, the Oi] Conservation D i v i s i o n of the Energy and Minerals Depart­

ment t i f the State of New Mexico ( h e r e i n a f t e r r e f e r r e d to as the " D i v i s i o n " ) , Is 

a u t e d by an Act of the Leg i s l a t u r e (Chap. 72, Laws 1935, as amended, being 

Suet ;oo 70-2-1 et s»-q. Mew M.-xico Statutes Annotated, 1978 Compilation) to approve 

t i n s a;\r.vr.'.eiit and the conservation provisions hereof; and 

WIH'KKAS, the p a r t i e s hereto hold s u f f i c i e n t i n t e r e s t s i n the. Betenbough 

__Uui t Area covering the land h e r e i n a f t e r described to give reasonably 

e f f e c t i v e c o n t r o l of operations t h e r e i n ; and * 



WHEREAS, i t Is the purpose of the p a r t i e s tiereto to conaerve n a t u r a l 

resources, prevent waste and secure other b e n e f i t s obtainable through development and 

operation of the area subject to t h i s agreement under the terms, conditions and l i m ­

i t a t i o n s herein set f o r t h ; 

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

contained, the p a r t i e s hereto commit to t h i s agreement t h e i r respective I n t e r e s t s 

i n the below defined u n i t area, and agree s e v e r a l l y among themselves as f o l l o w s : 

1. UNIT AREA: The f o l l o w i n g described land i s hereby designated and 

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

Township 13 South t Range 36 East N.M.P.M. 

Section 29: A l l 
30: Lots 1,2,3,4, E/2, E/2 W/2 
31: Lots 1&2, E/2 NW/4, NE/4 and 32: N/2 

contai n i n g ]Q?9 Z.I acres, more or l e s s , 

LEA County, New Mexico 

E x h i b i t A attached hereto i s a map showing the u n i t area and the boundaries 

and i d e n t i t y of t r a c t s and leases i n said area to the extent known to the u n i t oper­

a t o r . E x h i b i t B attached hereto i s a schedule showing to the extent known to the u n i t 

operator the acreage, percentage and kind of ownership of o i l and gas i n t e r e s t s i n a l l 

lands i n the u n i t area. However, nothing herein or i n said schedule or map s h a l l be 

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

other than such i n t e r e s t or i n t e r e s t s as are shown on said map or schedule as owned 

by such party. E x h i b i t s A and B s h a l l be revised by the u n i t operator whenever changes 

in ownership i n the u n i t aroa render such re v i s i o n s necessary or when requested by the 

Commissioner of Public Lands, h e r e i n a f t e r r e f e r r e d to as "Commissioner" or the O i l 

Conservation D i v i s i o n , h e r e i n a f t e r r e f e r r e d to as the " D i v i s i o n " . 

A l l land committed to t h i s agrement s h a l l c o n s t i t u t e land r e f e r r e d to herein 

as "unicized land" or "land subject to t h i s agreement". 

2. UNITIZED S'U'.STANCES: A l l o i l , gas., natural gasoline, and associated 

f l u i d hydrocarbons i n aay and a l l fonnations of the u n i t i z e d land are u n i t i z e d under 

the terms of t h i s agreement and herein are c a l l e d " u n i t i z e d substances". 

3. UNIT OrEKAH'R; HARVEY E. YATES £OOTANY _ _̂ _ whose address i s 

Suite 300, _SNB B u i l d i n g , ^ ^ _ _ i s hereby designated as u n i t operator and by 
"ipT 'O. 'Box 1933,"^Roswell/ NM 88201 

signature hereto commits to l i t i s agreement a l l i n t e r e s t i n u n i t i z e d substances vested 

in i t as set f o r t h i n Exhibit !'., and agrees and consents to accept the duties and o b l i ­

gations of unit operator for the discovery, development and production of u n i t i z e d sub­

stances a s hero in provided. When.-ver reference Is. made herein to the unit operator. 



such reference moans ttie u n i t operator a c t i n g i n that capacity and not as nn owner of 

i n t e r e s t s i n u n i t i z e d substances, and the term "working i n t e r e s t owner" when used here­

in s h a l l include or r e f e r to u n i t operator as the owner of a working I n t e r e s t when 

such an i n t e r e s t i s owned by i t . 

A. RESCINATION OR REMOVAL OF UNIT OPERATOR: Unit operator s h a l l have the 

r i g h t to resign at any time 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 u n t i l a 

successor u n i t operator has been selected and approved i n the manner provided f o r i n 

Section 5 of t h i s agreement. The re s i g n a t i o n of the u n i t operator s h a l l not release 

the u n i t operator from any l i a b i l i t y or any d e f a u l t by i t hereunder oc 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 . 

Unit operator may, upon d e f a u l t or f a i l u r e i n the performance of i t s duties 

or o b l i g a t i o n s hereunder, be subject to removal by the same percentage vote of the 

owners of working i n e r e r s t s detennined i n l i k e manner as herein provided f o r the selec­

t i o n of a new u n i t operator. Such removal s h a l l be e f f e c t i v e upon notice thereof to 

the Commissioner and the D i v i s i o n . 

The r e s i g n a t i o n or removal of the u n i t operator under t h i s agreement s h a l l 

not terminate h i s r i g h t , t i t l e or i n t e r e s t as the owner of a working i n t e r e s t or other 

i n t e r e s t i n u n i t i z e d substances, but upon the r e s i g n a t i o n or removal of u n i t operator 

becoming e f f e c t i v e , such u n i t operator s h a l l d e l i v e r possession of a l l equipment, 

m a t e r i a l s , and appurtenances used i n conducting the u n i t operations and owned by the 

working i n t e r e s t owners to the new duly q u a l i f i e d successor u n i t operator, or to the 

owners thereof i f no such new u n i t operator i s e l e c t e d , to be used f o r the purpose of 

conducting u n i t operations hereunder. Nothing herein s h a l l be construed as a u t h o r i z i n g 

removal of any m a t e r i a l , equipment and appurtenances needed f o r the preservation of 

w e l l s . 

5. SUCCESSOR UNIT OPERATOR: Whenever the u n i t operator s h a l l resign as 

ur.it operator or s h a l l be removed as hereinabove provided, the owners of the working 

i n t e r e s t s according to t h e i r respective acreage i n t e r e s t s i n a l l u n i t i z e d land s h a l l 

by a m a j o r i t y vote select a successor u n i t operator; provided t h a t , i f a m a j o r i t y 

but less than <;cv( nty--f i ve percent (75°') of the work i tig i n t e r e s t s q u a l i f i e d to vote 

i s ovaed by one party to t h i s agreement, a concurring vote of s u f f i c i e n t a d d i t i o n a l 

p a n i c , so as to const i t u t e in tlie aggregate not less than seventy-five percent (75%) 

oi t he t o t a l working interests., s h a l l he required to select a new operator. Such selec­

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 operator so selected s h a l l accept i n 

viitin ; . - . the duties and r e s p o n s i b i l i t i e s of u n i t operator, and (b) the s e l e c t i o n s h a l l 



have been approved by che Commissioner. I f no successor u n i t operator i s selected and 

q u a l i f i e d as herein provided, the Commissioner at his e l e c t i o n , w i t h notice to the 

D i v i s i o n , may declare t h i s u n i t agreement terminated. 

6. ACCOUNTING PROVISIONS: The u n i t operator s h a l l pay i n the f i r s t instance 

a l l costs and expenses incurred i n conducting u n i t operations hereunder, and usch costs 

and expenses and the working i n t e r e s t b e n e f i t s accruing hereunder s h a l l be apportioned, 

among the owners of the. u n i t i z e d working i n t e r e s t s i n accordance w i t h an operating 

agreement entered i n t o by and between the u n i t operator and the owners of such i n t e r ­

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

entered i n t o between the working I n t e r e s t owners and the u n i t operator as provided 

i n t h i s s e c t i o n , whether one or more, are herein r e f e r r e d to as the "Operating Agree­

ment". No such agreement s h a l l be deemed e i t h e r to modify any of the terms and con­

d i t i o n s of t h i s u n i t agreement or to r e l i e v e the u n i t operator of any r i g h t or o b l i ­

g a tion established under t h i s u n i t agreement and i n case of any inconsistencies or 

c o n f l i c t between t h i s u n i t agreement and the operating agreement, t h i s u n i t agree­

ment s h a l l p r e v a i l . 

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise s p e c i f i ­

c a l l y provided herein, the exclusive, r i g h t , p r i v i l e g e and duty of e x e r c i s i n g any and 

a l l r i g h t s of the p a r t i e s hereto which are necessary or convenient f o r prospecting f o r , 

producing, s t o r i n g , a l l o c a t i n g and d i s t r i b u t i n g the u n t i z i e d substances are hereby 

delegated to and s h a l l be exercised by the u n i t operator as herein provided. Accept­

able evidence of t i t l e to said r i g h t s s h a l l be deposited w i t h said u n i t operator and, 

together w i t h t h i s agreement, s h a l l c o n s t i t u t e and define 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 operator. Nothing herein, however, s h a l l be construed to t r a n s f e r 

t i t l e to any land or to any lease or operating agreement, i t being understood that under 

t h i s agreement the u n i t operator, i n i t s capacity .-is. u n i t operator, s h a l l exercise the 

r i g h t s of possession and it so vested i n the p a r t i e s hereto only f o r tiie purposes herein 

speci f ied. 

P. "RILIINC TO DISCOVERY: The u n i t operator s h a l l , w i t h i n s i x t y (60) days 

a f t e r the e f f e c t i v e date of t h i s agreement, commence, operations upon an adequate t e s t 

w e l l for o i l an.! gas upon some part of the lauds embraced w i t h i n the u n i t area and 

sh a l l d r i l l said w e l l w i t h due d i l i g e n c e to a depth s u f f i c i e n t to a t t a i n the top of 

tli e A u s t i n Mississippianformation or to such a depth as u n i t i z e d substances s h a l l be 

discovered i n paying qua;>; i *, i.es at a lesser depth or unit.l i t s h a l l , i n tlie opinion 

of e n i l o p e i a t o i , be' determined that the f u r t h e r d r i l l i n g , of said w e l l s h a l l be un­

warranted or J lepraet icab 1e; piovldod, however, that unit operator s h a l l not, i n any 

evi a t , he required to d r i l l said well to a depth lu excess of 13,600 f r e t . Unt i l 



a discovery of a deposit of u n i t i z e d substances capable of being produced l n paying 

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 repay the costs of d r i l l i n g and produc­

ing operations w i t h a reasonable p r o f i t ) unic operator s h a l l continue d r i l l i n g d i l i ­

g e n t l y , one w e l l at a time, a l l o w i n g not more than s i x months between the completion of 

one w e l l and the beginning of the next w e l l , u n t i l a w e l l capable of producing u n i t i z e d 

substances i n paying q u a n t i t i e s i s completed to the s a t i s f a c t i o n of the Commissioner 

or u n t i l i t i s reasonably proven to the s a t i s f a c t i o n of the u n i t operator that the 

u n i t i z e d land i s incapable of producing u n i t i z e d substances i n paying q u a n t i t i e s i n 

the formation d r i l l e d hereunder. 

Any w e l l commenced p r i o r to the e f f e c t i v e date of t h i s agreement upon the 

u n i t area and d r i l l e d to the depth provided herein f o r the d r i l l i n g of an i n i t i a l 

t e s t w e l l s h a l l be considered as complying w i t h the d r i l l i n g requirements hereof w i t h 

respect to the i n i t i a l w e l l . The Commissioner may modify the d r i l l i n g requirements 

of t h i s section by gr a n t i n g reasonable extensions of time when i n h i s opinion such 

a c t i o n i s warranted. Upon f a i l u r e to comply w i t h the d r i l l i n g provisions of t h i s 

a r t i c l e the Commissioner may, a f t e r reasonable notice to the u n i t operator and each work­

ing i n t e r e s t owner, lessee and lessor at t h e i r l a s t known addresses, declare t h i s u n i t 

agreement terminated, and a l l 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 granted and assumed 

by t h i s u n i t agreement s h a l l cease and terminate as of such date. 

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES: 

Should u n i t i z e d substances i n paying q u a n t i t i e s be discovered upon the u n i t 

area, the u n i t operator s h a l l on or before s i x months from the time of the completion 

of the i n i t i a l discovery w e l l anc! w i t h i n t h i r t y days a f t e r the e x p i r a t i o n of each twelve 

months period t h e r e a f t e r , f i l e a report w i t h the Commissioner and D i v i s i o n of the status 

of the development of the u n i t area and the development contemplated f o r the f o l l o w i n g 

twelve months period. 

I t is undo rs t ood that one of tlie main considerations f o r the approval of 

t h i s agrcmeut by the. Commissioner of Public Lands i s to secure the o r d e r l y develop­

ment of the u n i t i z e d lands i n accordance w i t h good conservation p r a c t i c e s so as to 

obta i n the greatest u l t i m a t e recovery of u n i t i z e d substances. 

A f t e r discovery of u n i t i z e d substances i n paying q u a n t i t i e s , u n i t operator 

s h a l l proceed, w i t h d i l i g e n c e to reasonably develop the u n i t i z e d area ar. a reasonably 

prudent operator would develop such area under the same or s i m i l a r circumstances. 

H the u n i t operator should f a i l to comply v.- i t h the above covenant f o r 

reasonable development t h i s agreement may be terminated by the Commissioner as to 

a l l Ian'.'', of the Slate ol New Mexico embracing, undeveloped regular well spacing, or 

pror.it Ion u n i t s , but In such event , the basis of part Iclpnt Ion by the; working, I n t e r e s t 

owners, s h a l l » er.ia i n the s.r.ie as i f t h i s ag rcejuen t had not been terminal ed ;t»: I <> .i.i.-U 



lands -, provided, however, the Commissioner s h a l l give notice to the u n i t operator 

and the lessees of record i n the manner prescribed by (Sec. 19-10-20 N. M. Statutes 

1978 Annotated,) of i n t e n t i o n to cancel on account of any alleged breach of said 

covenant f o r reasonable development and any decision entered thereunder s h a l l be 

subject to appeal i n the manner prescribed by (Sec. 19-10-23 N.M. Statutes 1978 Annotated) 

and, provided f u r t h e r , i n any event the u n i t operator s h a l l be given a reasonable op­

p o r t u n i t y a f t e r a f i n a l determination w i t h i n which to remedy any d e f a u l t , f a i l i n g i n 

which t h i s agreement s h a l l be terminated as to a l l lands of the State of New Mexico 

embracing undeveloped regular w e l l spacing or p r o r a t i o n u n i t s . 

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a w e l l capable of 

producing u n i t i z e d substances i n paying q u a n t i t i e s , the owners of working i n t e r e s t s 

s h a l l p a r t i c i p a t e i n the production therefrom and i n a l l other producing wells which 

may be d r i l l e d pursuant hereto i n the proportions that t h e i r respective leasehold 

i n t e r e s t s covered hereby on an acreage basis bears to the t o t a l number of acres com­

mitted to t h i s u n i t agreement, and such u n i t i z e d substances s h a l l be deemed to have 

been produced from the respective leasehold i n t e r e s t s p a r t i c p a t i n g t h e r e i n . For the 

purpose of determining any b e n e f i t s accuring under t h i s agreement and the d i s t r i b u t i o n 

of the r o y a l t i e s payable to the State of New Mexico and other l e s s o r s , each separate 

lease s h a l l have a l l o c a t e d to i t such percentage of said production as the number of 

acres i n each lease r e s p e c t i v e l y committed to t h i s agreement bears to the t o t a l num­

ber of acres committed hereto. 

Notwithstanding any provisions contained herein to the c o n t r a r y , each work­

ing i n t e r e s t owner s h a l l have the r i g h t to take such owner's proportionate share of 

the unitized, substances i n kind or to personally s e l l or dispose of the same, and 

nothing, herein contained s h a l l be construed as g i v i n g or g r a n t i n g to the u n i t operator 

the r i g h t to s e l l or otherwise dispose of the proportionate share of any working i n t e r ­

est owner without s p e c i f i c a u t h o r i z a t i o n from time to time so to do. 

11. Aid -PC AT 10N_ OF PRODUCTION: A l l u n i t i z e d substances produced from each 

t r a c t in the u n i t i z e d area established under t h i s agreement, except any part thereof 

used f o r production or development purposes hereunder, or unavoidably l o s t , s h a l l be 

deemed to be produced equally on an acreage basis from the several t r a c t s of the u n i t i z e d 

land, and f o r the purpose of determining any b e n e f i t s that accrue on an acreage basis, 

each such t r a c t s h a l l have a l l o c a t e d to i t such percentage of said production as. i t s area 

bear.; to the ent i r e unit ized area. I t i s hereby agreed that production of u n i t i z e d 

substances from the u n i t i z e d area s h a l l be a l l o c a t e d as provided herein, regardless 

iif whether any wells are d r i l l e d on any p a r t i c u l a r l'nets of said u n i t i z e d area. 



12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: 

A l l r e n t a l s due the State of New Moxico s h a l l be paid by the respective 

lease owners i n accordance w i t h the terms of t h e i r leases. 

A l l r o y a l t i e s due to the State of New Mexico under the terms of the leases 

committed to t h i s agreement s h a l l be computed and paid on the basis of a l l u n i t i z e d 

substances a l l o c a t e d to the respective leases committed hereto; provided, however, 

the State s h a l l be e n t i t l e d to take i n kind i t s share of the u n i t i z e d substances a l ­

located to the respective leases, and i n such case the u n i t operator s h a l l make d e l i v e r i e ^ 

of such r o y a l t y o i l i n accordance w i t h the terms of the respective leases. 

A l l r e n t a l s , i f any, due under any leases embracing lands other than the 

State of New Mexico, s h a l l be paid by the respective lease owners i n accordance w i t h 

the terms of t h e i r leases and a l l r o y a l t i e s due under the terms of any such leases 

s h a l l be paid on the basis of a l l u n i t i z e d substances a l l o c a t e d to the respective leases 

committed hereto. 

I f the u n i t operator introduces gas obtained from sources other than the 

u n i t i z e d substances i n t o any producing formation f o r the purpose of repressuring, 

s t i m u l a t i n g or increasing the u l t i m a t e recovery of u n i t i z e d substances therefrom, a 

l i k e a.-jount of gas, i f a v a i l a b l e , w i t h due allowance f o r loss or de p l e t i o n from any 

cause may be withdrawn from the formation i n t o which the gas was introduced r o y a l t y 

f r e e as to dry gas but not as to the products extracted therefrom: provided, that such 

withdrawal s h a l l be at such time as may be provided i n a plan of operation consented 

to by the Commissioner and approved by the D i v i s i o n as conforming to good petroleum 

engineering p r a c t i c e ; and provided f u r t h e r , that such r i g h t of withdrawal s h a l l t e r ­

minate on the termination of t h i s u n i t agreement. 

I f any lease commit ted hereto i s burdened w i t h an o v e r r i d i n g r o y a l t y , pay­

ment oat e>f product ion or other charge i n a d d i t i o n to the usual r o y a l t y , the owner 

of each, such lease s h a l l bear and assume the same out of the u n i t i z e d substances 

al loc..; ed to the lands, embraced i n each such lease as provided herein. 

13. 1 TASKS AND CONTRACTS CON'FORMIW AMD EXTENDED INSOFAR AS THEY APPLY 
TO LANDS WI nilN'THE UN I TTZE])" AVEA": 

ihe terms, conditions and provisions of a l l leases, subleases, operating 

agt ee-.-..'.'.t s and et her contracts r e l t a ing to the expl oral ion , d r i l l i n g , development or 

opera! i..n l o r o i l or g.as oi the land;', committed to t h i s agreement , .shall as of the 

el":'cct ive date hereof, be and lhe same are hereby expressly modified and amended 

i n - o l a i as. they npplv I o lands w i t h i n the u n i t i z e d area to the extent necessary to 

. 1 _ 



nuke tlie same conform to the provisions hereof .and so that the respective terms of 

said leases and agreements w i l l bo extended Insofar as necessary to coincide w i t h 

the term of t h i s agreement and the approval of t h i s agreement by the ommissioner and 

the respective lessors and lessees s h a l l be e f f e c t i v e to conform the provisions and 

extend the terms of each such lease as to lands w i t h i n the u n i t i z e d area to the pro­

v i s i o n s and terms of t h i s agreement; but otherwise to remain i n f u l l force and e f f e c t . 

Each lease committed to t h i s agreement, i n s o f a r as i t applies to lands w i t h i n the 

u n i t i z e d area, s h a l l continue i n force beyond the term provided t h e r e i n as long as 

t h i s agreement remains i n e f f e c t , provided, d r i l l i n g operations upon the i n i t i a l t e s t 

w e l l provided f o r herein s h a l l have been commenced or said w e l l i s i n the process of 

being d r i l l e d by the u n i t operator p r i o r to the e x p i r a t i o n of the shortest term lease 

committed to t h i s agreement. Termination of t h i s agreement s h a l l not e f f e c t any lease 

which pursuant to the terms thereof or any applicable laws would continue i n f u l l force 

and e f f e c t t h e r e a f t e r . The commencement, completion, continued operation or production 

on each of the leasehold i n t e r e s t s committed to t h i s agreement and operations or pro­

duction pursuant to t h i s agreement s h a l l be deemed to be operations upon and produc­

t i o n from each leasehold i n t e r e s t committed hereto and there s h a l l be no o b l i g a t i o n 

on the part of the u n i t operator or any of the owners of the respective leasehold 

i n t e r e s t s committed hereto to d r i l l o f f s e t s to wells as between the leasehold i n t e r ­

ests committed to ths agreement, except as provided i n Section 9 hereof. 

Any lease, embracing lands of the State of New Mexico having only a p o r t i o n 

of i t s land-.; committed hereto shall be segregated as to the p o r t i o n committed and 

as to the p r o t i o n not committed and the terms of such leases s h a l l apply separately as 

to such segregated portions commencing as of the e f f e c t i v e date hereof. Notwithstand-

ing any 01 the provisions of t h i s agreement to the contr a r y , any lease embracing lands 

of the State of New Voxico having only a p o r t i o n of i t s lands committed hereto s h a l l 

co::! is;:.' i n f u l l force and e f f e c t beyond the. term provided th e r e i n as to a l l lands 

en! r::i:cJ i n such lease, i f o i l and gas, or e i t h e r of them, are discovered and are being 

pro.!:a •s! ia paying, ctuant i t i e s from some part of the lands embraced i n such lease com­

mittee; to ti l l s , agreement at the e x p i r a t i o n of the secondary term of such lease, or i f , 

nt the expi rat ion of the secondary term, the lessee or the u n i t operator i s then en-

f.agi d i n bona f i d e d r i 1 1 ing or reworking, ope rat ions on some part of the lands embraced 

ther e i n s h a l l remain .in f u l l lorce and e f f e c t so long as such operations are being, 

d i J i c.eit ! v pro.-.ecu t ed , and they result i n the product ion of o i l or gas , said lease 

sha l l ,'i.ui inue in f u l l force and effect as to a l i of t be laud.1; cmhi'aeod t h e r e i n , s;o long 

t '.a. ;"i a: : ei" as o i l and gas, or either' of them, are being produced i n paying, q u a n t i t i e s from 

a:', v po : t i on of said lauds. 

• g -



14. CONSERVATION: Operations hereunder and production of u n i t i z e d sub­

stances s h a l l be conducted to provide f o r the most economical and e f f i c i e n t recovery 

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

t i o n s . 

15. DRAINAGE: In the event a w e l l or wells producing o i l or gas i n paying 

q u a n i t i e s should be brought i n on land adjacent to the u n i t area d r a i n i n g u n i t i z e d 

substances from the lands embraced t h e r e i n , u n i t operator s h a l l d r i l l such o f f s e t w e l l 

or wells as a reasonably prudent operator would d r i l l under the same or s i m i l a r c i r ­

cumstances . 

16. COVENANTS RUN WITH LAND: The covenants herein s h a l l be construed to 

be covenants running w i t h the land w i t h respect to the i n t e r e s t s of the p a r t i e s here­

to and t h e i r successors i n i n t e r e s t u n t i l t h i s agreement terminates, and any grant, 

t r a n s f e r or conveyance of i n t e r e s t i n land or leases subject hereto s h a l l be and here­

by i s conditioned upon the assumption of 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 hereunder to 

the grantee, transferee or other successor i n i n t e r e s t . No assignment or t r a n s f e r or 

any working, r o y a l t y , or other i n t e r e s t subject hereto s h a l l be binding upon u n i t op­

era t o r u n t i l the f i r s t day of the calendar month a f t e r the u n i t operator i s furnished 

w i t h the o r i g i n a l , p h o t o s t a t i c , or c e r t i f i e d copy of the instrument of t r a n s f e r . 

17. EFFECTIVE DATE AND TERM: This agreement s h a l l become e f f e c t i v e upon 

approval by the Commissioner and the D i v i s i o n and s h a l l terminate i n two years a f t e r 

such date unless (a) such date of e x p i r a t i o n i s extended by the Commissioner, or (b) 

a valuable discovery of u n i t i z e d substances has been made on u n i t i z e d land during said 

i n i t i a l term or any extension thereof i n which case t h i s agrement s h a l l remain, i n 

ef f e c t so long as u n i t i z e d substances arc being produced from the u n i t i z e d land and, 

should production cease, so long t h e r e a f t e r as d i l i g e n t operations are i n progress f o r 

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

the u n i t i z e d substances so discovered can be produced as. aforesaid. This agreement 

nay be terminated at any time by not less than seventy-five percent (75%) on nn acreage 

basis cf the owners of the working interests., signatory hereto, w i t h the approval of 

the Co.r.ni ssi oner and w i t h notice to D i v i s i o n . Likewise, the f a i l u r e to comply w i t h 

the d r i l l i n g requirement:: of Section 8 hereof, may subject t h i s agreement: to termina­

t i o n as provided i n said s e c t i o n . 

I ' ! . RATE jOK VKODUCTKjN: A l l production and the disposal thereof .shall be 

in conformity w i t h allocation:;, a l lotments, and quotas made or f i x e d by the Commission, 

and in oeufoimiiv with a l l applicable laws and lawful r e g u l a t i o n s . " 



19. APPEARANCES: Ui\lt operator s h a l l , a f t e r notice to other 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 behalf of any and a l l i n t e r e s t s a f f e c t e d 

hereby, before the Commissioner of r u b l i c Lands and the D i v i s i o n , and to appeal from 

orders issued under the regulations of the Commissioner or D i v i s i o n , or to apply f o r 

r e l i e f from any of said r e g u l a t i o n s or i n any proceedings on i t s own behalf r e l a t i v e 

to operations pending before the Commissioner or D i v i s i o n ; provided, however, that any 

other i n t e r e s t party s h a l l also have the r i g h t at h is own expense to appear and to 

p a r t i c i p a t e i n any such proceeding. 

20. NOTICES: A l l n o t i c e s , demands, or statements required hereunder to be given 

or rendered to the p a r t i e s hereto, s h a l l be deemed f u l l y given, i f given i n w r i t i n g and 

sent by postpaid r e g i s t e r e d m a i l , addressed to such party or p a r t i e s at t h e i r respec­

t i v e addresses, set f o r t h i n connection w i t h the signatures hereto or to the r a t i f i ­

c a t i o n or consent hereof, or to such other address as any such party may have furnished 

i n w r i t i n g to party sending the n o t i c e , demand, or statement. 

21. UNAVOIDABLE DELAY: A l l o b l i g a t i o n s under t h i s agreement r e q u i r i n g the 

u n i t operator to commence or continue d r i l l i n g or to operate on or produce u n i t i z e d 

substances from any of the lands covered by t h i s agreement, s h a l l be suspended whi l e , 

but only so long as, the u n i t operator, despite the exercise of due care and d i l i g e n c e , 

i s prevented from complying w i t h such o b l i g a t i o n s , i n whole or i n p a r t , by s t r i k e s , 

war, act of Cod, Federal, State, or municipal law or agencies, unavoidable accidents, 

u n c o n t r o l l a b l e delays i n t r a n s p o r t i o n , i n a b i l i t y to obtain necessary m a t e r i a l s i n open 

market, or other matters beyond the reasonable c o n t r o l of the u n i t operator, whether 

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

22. LOSS 0"_TTTLE: Tu the event t i t l e to any t r a c t of u n i t i z e d land or 

s u b s t a n t i a l i n t e r e s t ( herein s h a l l f a i l , and the true: owner cannot be induced to j o i n 

tiie unit agreement so that such t r a c t i s not committed to t h i s agreement, or the oper-

t i o n thereof hereunder becomes, impracticable as a r e s u l t thereof, such t r a c t may be 

eliminated fro.-.i the u n i t i z e d area, and the interest, of the p a r t i e s readjusted a:; a r e ­

su l t of sue!) t r a c t being, eliminated from tlie u n i t i z e d area. I n the event of a dispute 

as to the t i t l e to any r o y a l t y , working, or other i n t e r e s t subject hereto, the u n i t 

operator t.v.y withhold payment or d e l i v e r y of the a l l o c a t e d p o r t i o n of the u n i t i z e d 

subst ; . . cos involved ou account thereof, without l i a b i l i t y f o r i n t e r e s t u n t i l the d i s ­

pute i s f i n a l l y s e t t l e d , provided that no payments, oT funds due the State of New Mexico 

shal l he w i t h h e l d . Unit operator, as such, i s r e l i e v e d from any r e s p o n s i b i l i t y f o r any 

delect ei f a i l u r e of any t i t l e hereunder. 

?!i. SeliSl'iM'KN f .lOlNDLK: Any o i l or gas' Interest In lands w i t h i n the u n i t 

are.*, not committed hereto, p r i o r to the submission (if the agreement f o r f i n a l approval 

- 10 -



by the Commissioner nnd the Division, mny be committed hereto by the owner or owncru 

of such r i g h t s , subscribing or consenting to this agreement, or executing n r a t i f i ­

cation thereof, and i f such owner is also a working interest owner, by subscribing to 

the operating agreement providing for the allocation of costs of exploration, develop­

ment, and operation. A subsequent Joinder shall be effective as of the f i r s t day of the 

month following the approval by the Commissioner and the f i l i n g with the Division of 

duly executed counterparts of tlie instrument or instruments committing the Interest of 

such owner to this agreement, but such joining party or parties, before participating 

in any benefits hereunder, shall be required to assume and pay to unit operator, their 

proportionate share of the unit expenses incurred prior to such party's or parties ' 

joinder in the unit agreement, and the unit operator shall make appropriate adjustments 

caused by such joinder, without any retroactive adjustment or revenue. 

24. COUNTERPARTS: This agreement may be executed in any number of counter­

parts, no one of which needs to be executed by a l l parties, or may be r a t i f i e d or con­

sented to by separate instrument in w r i t i n g s p e c i f i c a l l y referring hereto, and shall 

be binding upon a l l those parties who have executed such a counterpart, r a t i f i c a t i o n , 

er consent hereto with the same force and effect as i f a l l such parties had signed tiie 

same document, and regardless of whether or not i t is executed by a l l other parties 

owning or claiming an interest in the lands within the above described unit area. 

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agree­

ment to be executed as of the respective dates set fort h opposite their signatures. 

UNIT OPERATOR 

President 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

The foregoing instrument was acknowledged before me t h i s <3° ' day of 
r o ^ r j u ^ a ^ Y , 1980, by George M. Yates, Vice President of HARVEY E. 
TES COMPANY, Ŷ TES COMPANY, a New Mexico corporation, on behalf of said corporation 

My Commission Expires: 

'>4 

- 11 -



13 
S 

R - 36 - E 
»vw w \ \ \ \ \ \ \ \ \ \ \ \ \ \ \ > > > > ^ > ^ > ^ > \ \ ^ \ \ N \ ^ 
N 
\ 
N 
N 
\ 
\ 
\ 
\ 
N 
\ 
\ 
\ 
\ 
\ 
\ 
v 
N 
\ 
N 
N 

NORTHERN NATURAL Q A S CO. 

tf-210 

U 

21 
3C 

NORTHERN 
MflToRAL GAS C O 

V- 209 

STATE 

S T A T 
H. E- V»TES Co 'Vf lT^S V g f 
EXPLORERS "Per. iH.e.yrtTes c 0 

S P I R A L . IMC, 'Fl?*DG.y/fT£S.1i* 
4 (0) | S P l R f l l ^ 

pRoFessiowa-L 1 ^ 
T-NM. f T R U S T CO. , w 

21 

S P I I? A L . I M C 

S T f t T g 

W. E. y*TES CO. 
EXPLORERS P E T 
F^EO&.yATES.SNC 
SPlTf ftL; XNC. 
29 

? BuTTTfiT 
J- E. YATES Co-
exFtoRetSs 'Per. 
FI»BO s. Y*Tes.i:»»c 

FxPtoReiis Par. 
mep a VATES,-fr*. 
SPlR« Lj i NC. 

Fge 

R - 36 

\ V \ \ UNIT OUTLINE 

CD TRACT NUMBER 

STATE LANDS 
961.64 a c , 
50.019505% of UNIT AREA 

FEE LANDS 
960.89 a c . , 
49.980495% of UNIT AREA EXHIBIT "A" 

BETENBOUGH UNIT AREA 
LEA COUNTY, NEW MEXICO 



C/3 

O 

2 
p i 
A" 

ON 

o 
o 
o 

i 

I 
oo 
VO 

o 
I 

ON 

v j 

Ox 

K3 
• 0 
Ln H i 
S-8 

a 

I 

o cu 
o 

co 

n j PJ CO 

ft) O 13 H -

13 O Cu 

0) 

ft! 
CO 

3 
n 

fD 

cn M 
3 

T3 O 
ft) • 
r r 
i-t 
O 
h-1 

fD 
c 
3 

M f—I 

CU 
r f 
ft) 
CO 

13 
O 
i i 
Cu ft) 
r t r t 
H- i i 
O O 
3 I—1 

fD 
C 
3 

c 
c 

JO S > 

O H O 

w 33 f 

h S rt 
r t 3 r f 
3* C 

O C O 

t - 1 t o LO 
t o Ln v j 
Ln S-« Ln 
S^ 5-9 

> •< CE 
CT O CU O CU 
6 6 

fD 
O 

a < hd 13 CD 13 fD 
ft) O 
r t i-t 
i-t 
O 

OJ ^ 
. >0 3 

H- 3 
fD 0Q 
CO 
- o 
M O 
3 • 
0 

(D 
C 
3 

o 
O 
l-l 
•o 

O O 
3 M 

fD 
C 
3 

CO 
fD 
O 

C/J 23 

to a 

a-, 
o 
o 
o 

H < 
t o I 
I N5 

I—1 M 
i oo 

00 

ON 
• O 
CT* i-h 
Ov 

2 ! 

I—1 

po S > 

O H O 

w s3 f 
3 tu 

3 r t 
r t 3 r t 
3* C 

O O O 

H N U) 
t o U i 
Ln S-S Ln 
s-s s-s 

**i w co 
•-t O X 13 
rD O 13 H -

« ! r f 

CU H 
13 

O • 

CU 
r t 
fD 
CO 

a 
t i 

P 
Cu 

c 
CO 
r t H O O 

So 
O o 

t i 
U j 13 
fD O 
r t i i 
H cu 
O r t 

O cu 

CU fD fD • • i H - C 3 
r t CO r t H * 3 3 fD 
fD v# i i (D 0 0 

3 
C 

CO O cn o 3 
H f -> o o 3 f t H O t i 
O P 3 • • O 

• 3 o • 

>i 
<J 
fD 

V ! 

PJ 

Cu 
r t 
fD 
CO 

t - 1 W M M LO LO LO 
LO CO CO t o to t o to 0 0 LO LO LO L n L n L n L n CO 

• • • • • • • • • • • S-S 5-9 S-S S-S • v j L n L n L n L n • v l v j v j v j - v l 
L n Cn L n S-S S-S S-8 S-S L n L n L n L n L n 
5-S S-S S-S S-S 5-S 5-9 o-S 5-S 

to 

C/3 
fD 

n 
LO 
o 

2 ! CO 

C/3 2 ! 
PJ PJ 

ON 

o 
o 
o 

H < 
I - I 

I t o 
H O 

I vo 
00 
4> 

CO 
r t 

I—' -
ON • o 
ON t-h 
ON 
S-S 2 ! 

S3 
O 
3 
fD 

2 ! 
O O 
CU >i 
CD r f 

3* 
O fD 
O M 
3 3 

13 
CU 2 ! 
3 cu 

^ r t 
C 
1 
cu 

f -» 
O 
O 
S-S 

CO 
fD 

o 

LO 
O 

Z w r 1 

t j r - o 
2 ! •> r t 
PJ >• co 

*r PJ 

t T t o 

00 

ON 
4> 

H < 
I—' I 
I t o 

M r-1 

I O 
00 

ON 

• o 
ON t+1 
ON 
s-« 2; 

I 

> 

EC 2 ! a 
0 (U O O cn 0 
0 i i tu i i H 

3 < CO r t CO r t 
13 fD a-
CU 0 fD 0 fD 
3 0 i i O i i 

>-< P i 

d
tu

 

3 

m
p 

3 

01 5 2 Cu 2 ! 
«J 3 Cu 3 Cu 
CU r t r t 
r f C C 
fD • i i i 
CO 

a
l 

a
l 

H * (-> i—* 
O O 0 
O O 0 
S-S S-S s-s 

2 ! 
O 
3 
fD 

25 
O O 
Cu i i 
CO r f 

3* 
O fD 
O i i 
3 3 
13 
cu 2 : 
3 cu 

v-S r r 
C 
t i 
cu 

t - 1 

o 
o 
s-s 

•o 

50 
CO 
3 
30 
fD 

LO 
ON 

PJ 
cu 
CO 

a H 
? g 

o 
H 

0 (?•> C/3 

> H 
H PJ > P J 

X
P

 

T
E

 

O H 
NJ 

R
A

 

L
E

 

c-1 H > PJ H CO 

> O PJ 
C/3 a PJ 

N
O

 

t-1 

PJ 
C/3 

•U CO 
PJ PJ 

PJ 
O ; > 
PJ a o a o 
H 

> a 
O PJ 
PJ o 

o 

o 
< 

•0 PJ 
PJ 50 
to ^ to 
O t> H 
PJ a o 
a e M 
H a 

•X3 
PJ 
50 
o 
PJ a H 
a o a 
H H 

o 
o 
c j a 
H 

a 
PJ 

X 
t—1 
o 
o 

w 
PJ 
H 
PJ 
a 
w 
o 
CC 
O 
BC 

PJ 

CO 
M 
H 

W 

PJ 

CO 

cs 

o 
t*J 

o 
M 
t-1 

o 
> 
CO 

M 

a 
H 

PJ 

g 
CO 
H 
CO 

pa 
PJ 
< 
H 
CO 
PJ 
o 
TJ 
PJ 
CO 

g 

I 
ON 

VO 
00 

o 



00 
I 

w 

00 

> 
ON 

CO 
f t 
o 

C/3 
ro 
n 

C/3 
fD 
o 

CO 
fD 
o 

CO 
fD 
C3 

CO 
S3 

Co 
t o 

KJ 
VD 

f T o 
Z rt 
as co 

«r 
to 

z 
PJ 

PJ 

Z CO PJ 
I J C 

CO Z 
ad PJ 

VO VO 
ON ON 

o i—' 
00 ON 
VO -P-

M / - N H 
3 LO OQ ON 
fD • t-i O 
r t O O • 
v - ' O CO 00 

CO VO 

/ N H A H 
3 COOQ ON 
fD v j H O 
r t • O • 
N-^ 00 CO 00 

VO CO VO 

t o 
00 
o 

o 
o 

o 

o 
o 

4> 
00 
o 
o 
o 

* - Cn 
VO O 

• • 
vo O 
00 M 
O vo 
-P- cn 
vo O 
U i Ln 
S-S s-s 
o o 
i-h i-h 

C C 
3 3 

> > 
t l i-i 
fD fD 
CU 03 

t-* 
I 

t o 
J> 
I 

00 
CO 

H" > M HJ 

t o 

CO 
t o t 
cn CU 
s-s n 

3* 
o 
c 
r t 

t o 
f 

O • 
>-h 

CS 
t o fD 
Cn H. 
S-S Cu 

fD 

ON 
I 

U i 
I 

00 
4> 

00 

CO 
v l 
U i 
S-S 

u> r 1 

J> • 
M 

4> G) 00 
v j (8 • 
s r t u 
H ro v i 
ON 3 u i 
O a" s-s 
• O 
oo c 
VOJQ 

3* 
O 
H i 

O • 
LO 
« tU 
4> CD 
t o r t 
- v . fD 
H 3 
ON cf 
o o 
• C 
00 OQ 
vO 3* 

O 
H i 

ON 
I 

U i 
I 

00 

M r 1 L0 t d 

fD 
r t 
ro 
3 
cr 

• O 
LO C 
v j OQ 
Ln CT 
S-S 

o 
H i 

GO 

w 
fD 
r t 
fD 
3 
tr 

• O 
LO C 
v j OQ 
ui cr 
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BEFORE THE OIL CONSERVATION DIVISION 

ENERGY AND MINERALS DEPARTMENT 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
HARVEY E. YATES COMPANY 
FOR APPROVAL OF THE BETENBOUGH 
UNIT AGREEMENT, LEA COUNTY, 
NEW MEXICO 

APPLICATION 

COMES NOW HARVEY E. YATES COMPANY by i t s attorney and 

r e s p e c t f u l l y s t a t e s : 

1. Applicant seeks approval of the proposed u n i t 

agreement f o r development and operation of the Betenbough Un i t , 

Lea County, New Mexico. A copy of said proposed u n i t agreement 

i s attached hereto as E x h i b i t A. 

2. The proposed u n i t area covered by said u n i t agree­

ment i s as f o l l o w s : 

Township 13 South, Range 36 East, N.M.P.M. 

Section 29: ALL 
Section 30: ALL 
Section 31: Lots 1 & 2, E/2 NW/4 (N/2) 
Section 32: N/2 

Containing 1921.23 acres more or le s s , from 
the surface to a l l depths, Lea County, New Mexico 

3. The ownership w i t h i n the proposed u n i t area i s as 

fol l o w s : 

State of New Mexico Lands 50.019505% 
Fee Lands 49.980495% 

4. Applicant i s informed and believes, and upon such 

information and b e l i e f , states t h a t the proposed u n i t area covers 

a l l or s u b s t a n t i a l l y a l l of the geological feature involved, and 

that i n the event of a discovery of o i l and gas thereon, t h a t said 



u n i t agreement w i l l permit the producing area to be developed or 

operated i n the i n t e r e s t of conservation and the prevention of 

waste of u n i t i z e d substances. 

5. Applicant i s designated as the u n i t operator i n 

said u n i t agreement, and, as such, i s given a u t h o r i t y under the 

terms thereof to carry on a l l operations necessary f o r the 

development and operation of the u n i t area f o r o i l and gas sub­

j e c t to a l l applicable laws and r e g u l a t i o n s . 

6. Said u n i t agreement provides f o r the d r i l l i n g of 

an i n i t i a l t e s t w e l l to a depth s u f f i c i e n t t o t e s t the Austin-

Mississippian formation, but applicant i s not o b l i g a t e d to d r i l l 

said w e l l i n any event to a depth i n excess of 13,600 f e e t . 

7. Applicant believes that i n the event o i l or gas 

i s discovered i n paying q u a n t i t i e s on lands w i t h i n the u n i t area, 

th a t the f i e l d or area can be developed more economically and 

e f f i c i e n t l y under the terms of said u n i t agreement, to the end 

t h a t maximum recovery w i l l be obtained of u n i t i z e d substances, 

and t h a t said u n i t agreement w i l l promote conservation and the 

prevention of waste as contemplated by the s t a t u t e s of the State 

of New Mexico and the rules and regulations of the d i v i s i o n . 

8. Upon an order being entered by the d i v i s i o n approv­

ing said u n i t agreement, and a f t e r approval of the same by the 

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

approved copy w i l l be f i l e d w i t h the d i v i s i o n . 

WHEREFORE, applicant r e s p e c t f u l l y requests: 

A. That t h i s a p p l i c a t i o n be set f o r a hearing before 

an examiner and t h a t notice of said hearing be given as required 

by law. 

B. That upon such hearing, the d i v i s i o n enter i t s 



order approving said u n i t agreement as being i n the i n t e r e s t of 

conservation and the prevention of waste. 

C. For such f u r t h e r r e l i e f as the d i v i s i o n deems 

j u s t and proper. 

Dated t h i s \ t-.,\- day of February, 1980. 

HARVEY E. YATES COMPANY 

P. 0 . Box 1933 
Roswell , New Mexico 88201 

At torney f o r App l i can t 

- 3 -



UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 

OF THE 

BETENBOUGH | j N I T A R E A 

LEA COUNTY,NEW MEXICO 

NO. 

THIS AGREEMENT, entered i n t o as of the 21 S tday of January 

19 80 by and between the p a r t i e s subscribing, r a t i f y i n g or consenting hereto, and 

herein r e f e r r e d to as the " p a r t i e s hereto"; 

WITNESSETH: 

WHEREAS, the p a r t i e s hereto are the owners of working, r o y a l t y , or other 

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

WHEREAS, the Commissioner of Public Lands of the State of New Mexico i s 

authorized by an Act of the Le g i s l a t u r e (Sec. 3, Chap. 88, Laws 1943) as amended 

by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, A r t . 10, Sec. 45, N. M. Statutes 

1978 Annot.), to consent to and approve the development or operation of State Lands 

under agreements made by lessees of State Land j o i n t l y or s e v e r a l l y w i t h other lessees 

where such agreements provide f o r the u n i t operation or development of part of or a l l 

of any o i l or gas pool, f i e l d , or area; and 

WHEREAS, the Commissioner of Public Lands of the State of New Mexico i s 

authorized by and Act of the Legislature. (Sec. 1, Chap. 162), (Laws of 1951, Chap. 

19, A r t . 10, Sec. 47, N. M. Statutes 1978 Annotated) to amend w i t h the approval of 

lessee, evidenced by the lessee's execution of such agreement or otherwise, any o i l 

and gas lease unbracing State Lands so that the length of the term of said lease may 

coincide v i t h the term of such agreements f o r the u n i t operation and development of 

part <>r a l l of any o i l or gas pool, f i e l d , or area; and 

WHEREAS, the O i l Conservation D i v i s i o n of the Energy and Minerals Depart­

ment of the State of New Mexico ( h e r e i n a f t e r r e f e r r e d to as the " D i v i s i o n " ) , Is 

authorized by an Act of the l e g i s l a t u r e (Chap. 72, Laws 1935, as amended, being 

SecL/.oo 70-2-1 et seq. Now Mexico Statutes Annotated, 1978 Compilation) to approve 

t h i s :i;'.'''.-ient and the conservation provisions hereof; and 

WHEREAS, the p a r t i e s hereto hold s u f f i c i e n t i n t e r e s t s i n the Betenbough 

Unit Area cnvering the land h e r e i n a f t e r described to give reasonably 

e f f e c t i v e c o n t r o l of operations t h e r e i n ; and * 



WIIERKAS, i t IH the purpose of the parties hereto to conwerve natural 

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

operation of the area subject to this agreement under the terms, conditions and lim­

itations herein set forth; 

NOW, THEREFORE, in consideration of the premises and the promises herein 

contained, the parties hereto commit to this agreement their respective interests 

in the below defined unit area, and agree severally among themselves as follows: 

1. UNIT AREA: The following described land i s hereby designated and 

recognized as constituting the unit area: 

Township 13 South , Range 36 East N.M.P.M. 

Section 29: A l l 
30: Lots 1,2,3,4, E/2, E/2 W/2 
31: Lots 1&2, E/2 NW/4, NE/4 and 32: N/2 

containing ic,?? acres, more or l e s s , 

LEA County, New Mexico 

E x h i b i t A attached hereto i s a map showing the u n i t area and the boundaries 

and i d e n t i t y of t r a c t s and leases i n said area to the extent known to the u n i t oper­

a t o r . E x h i b i t B attached hereto i s a schedule showing to the extent known to the u n i t 

operator the acreage, percentage and kind of ownership of o i l and gas i n t e r e s t s i n a l l 

lands i n the u n i t area. However, nothing herein or i n said schedule or map s h a l l be 

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

other than such i n t e r e s t or i n t e r e s t s as are shown on said map or schedule as owned 

by such party. E x h i b i t s A and B s h a l l be revised by the u n i t operator whenever changes 

in ownership i n the u n i t area render such re v i s i o n s necessary or when requested by the 

Commjssioner of Public Lands, h e r e i n a f t e r r e f e r r e d to as "Commissioner" or the O i l 

Conservation D i v i s i o n , h e r e i n a f t e r r e f e r r e d to as the " D i v i s i o n " . 

A l l land committed to t h i s agrement s h a l l c o n s t i t u t e land r e f e r r e d to herein 

as " u n i t i z e d land" or "land subject to t h i s agreement". 

2- ^U'J7-1!'!-sl'!Ls !'A^^i : A 1 1 o i l > P.as> natural gasoline, and associated 

f l u i d hydrc>:.irbons in any and a l l formations of the unitized land are unitized under 

the terra-.; of this agreement and herein are called "unitized substances". 

3. UNIT 01'ERAIOR: HARVEY E. YATES COMPANY ^ w U o s ( . address i s 

Suite 300, SNB Building, ^ ^ i s hereby designated as unit operator and by 
P 7 6. Box 1933, Roswell, NM "88201 "" 

signature- hereto commits to t h i s agreement a l l i n t e r e s t i n u n i t i z e d substances vested 

in I t as set Cot'th i n Exhibit !'., and agrees and consents to accept the duties and o b l i ­

gations of unit operator for the discovery, development and production of u n i t i z e d sub­

stances as. herein provided. Whenever reference Is marie herein to the unit operator, 



such reference means the u n i t operator a c t i n g i n that capacity and not as an owner of 

i n t e r e s t s i n u n i t i z e d substances, and the term "working i n t e r e s t owner" when used here­

i n s h a l l include or r e f e r to u n i t operator as tlie owner of a working i n t e r e s t when 

such an i n t e r e s t i s owned by i t . 

4. RESCINATION OR REMOVAL OF UNIT OPERATOR: Unit operator s h a l l have the 

r i g h t to resign at any time 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 u n t i l a 

successor u n i t operator has been selected and approved i n the manner provided f o r i n 

Section 5 of t h i s agreement. The re s i g n a t i o n of the u n i t operator s h a l l not release 

the u n i t operator from any l i a b i l i t y or any d e f a u l t by i t hereunder occurring 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 . 

Unit operator may, upon d e f a u l t or f a i l u r e i n the performance of i t s duties 

or o b l i g a t i o n s hereunder, be subject to removal by the same percentage vote of the 

owners of working i n e r e r s t s determined i n l i k e manner as herein provided f o r the selec­

t i o n of a new u n i t operator. Such removal s h a l l be e f f e c t i v e upon n o t i c e thereof to 

the Commissioner and the D i v i s i o n . 

The r e s i g n a t i o n or removal of the u n i t operator under t h i s agreement s h a l l 

not terminate h i s r i g h t , t i t l e or i n t e r e s t as the owner of a working i n t e r e s t or other 

i n t e r e s t i n u n i t i z e d substances, but upon the r e s i g n a t i o n or removal of u n i t operator 

becoming e f f e c t i v e , such u n i t operator s h a l l d e l i v e r possession of a l l equipment, 

m a t e r i a l s , and appurtenances used i n conducting the u n i t operations and owned by the 

working i n t e r e s t owners to the new duly q u a l i f i e d successor u n i t operator, or to the 

owners thereof i f no such new u n i t operator i s e l e c t e d , to be used f o r the purpose of 

conducting u n i t operations hereunder. Nothing herein s h a l l be construed as a u t h o r i z i n g 

rerv.oval of any m a t e r i a l , equipment and appurtenances needed f o r the preservation of 

v e i l s . 

5. SUCCESSOR UNIT OPERATOR: Whenever the u n i t operator s h a l l resign as 

ur.it operator or s h a l l be removed as hereinabove provided, the owners of the working 

i n t e r e s t s according to t h e i r respective acreage i n t e r e s t s i n a l l u n i t i z e d land s h a l l 

by a m a j o r i t y vote select a successor u n i t operator; provided t h a t , i f a m a j o r i t y 

but less than seventy- f i v e percent (7bZ) of the working i n t e r e s t s q u a l i f i e d to vote 

i s ow-aed by one party to t h i s agreement, a concurring vote of s u f f i c i e n t a d d i t i o n a l 

part ie.., so as to const i t u t e in the aggregate not less than seventy-five percent (75%) 

of tin- t o t a l working i n t e r e s t s , s h a l l he required lo select a new operator". Such selec­

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 operator so {-.elected s h a l l accept i n 

w i l t i n g lhe duties and r e s p o n s i b i l i t i e s of m i l l operator, and (b) the s e l e c t i o n shall. 



have been approved by the Commissioner. I f no successor u n i t operator i s selected and 

q u a l i f i e d as herein provided, the Commissioner at his e l e c t i o n , w i t h n o t ice to the 

D i v i s i o n , may declare t h i s u n i t agreement terminated. 

6. ACCOUNTING PROVISIONS: The u n i t operator s h a l l pay i n the f i r s t instance 

a l l costs and expenses incurred i n conducting u n i t operations hereunder, and usch costs 

and expenses and the working i n t e r e s t b e n e f i t s accruing hereunder s h a l l be apportioned, 

among the owners of the u n i t i z e d working i n t e r e s t s i n accordance w i t h an operating 

agreement entered i n t o by and between the u n i t operator and the owners of such i n t e r ­

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

entered i n t o between the working i n t e r e s t owners and the u n i t operator as provided 

i n t h i s s e c t i o n , whether one or more, are herein r e f e r r e d to as the "Operating Agree­

ment". No such agreement s h a l l be deemed e i t h e r to modify any of the terms and con­

d i t i o n s of t h i s u n i t agreement or to r e l i e v e the u n i t operator of any r i g h t or o b l i ­

g a tion established under t h i s u n i t agreement and i n case of any inconsistencies or 

c o n f l i c t between t h i s u n i t agreement and the operating agreement, t h i s u n i t agree­

ment s h a l l p r e v a i l . 

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise s p e c i f i ­

c a l l y provided herein, the exclusive r i g h t , p r i v i l e g e and duty of ex e r c i s i n g any and 

a l l r i g h t s of the p a r t i e s hereto which are necessary or convenient f o r prospecting f o r , 

producing, s t o r i n g , a l l o c a t i n g and d i s t r i b u t i n g the u n t i z i e d substances are hereby 

delegated to and s h a l l be exercised by the u n i t operator as herein provided. Accept­

able evidence of t i t l e to said r i g h t s s h a l l be deposited w i t h said u n i t operator and, 

together w i t h t h i s agreement, s h a l l c o n s t i t u t e and define 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 operator. Nothing h e r e i n , however, s h a l l bo construed to t r a n s f e r 

t i t l e to any land or to any lease or operating agreement, i t being understood that under 

t h i s agreement the u n i t operator, i n i t s capacity as u n i t operator, s h a l l exercise the 

r i g h t s of possession and use vested i n tin? p a r t i e s hereto only f o r tlie purposes herein 

spec i f i ed . 

B. PRILLING TO DISCOVERY: The u n i t operator s h a l l , w i t h i n s i x t y (60) days 

a f t e r the e f f e c t i v e date of t h i s agreement, commence operations upon an adequate te s t 

w e l l f o r o i l am', gas upon some part of the lands, embraced w i t h i n the u n i t area aud 

sh a l l d r i l l said w e l l w i t h due d i l i g e n c e to a depth s u f f i c i e n t to a t t a i n the top of 

I heAustin Mississippianformation or to such a depth as u n i t i z e d substances s h a l l be. 

discovered i n paying quant, i t icr. at a lesser depth or unit.l i t s h a l l , i n the opinion 

ef u n i t I'peiator, he' deteimined that the f u r t h e r d r i l l i n g of said w e l l .shall bo un­

warranted or impract icaMe; provided, however, that unit operator s h a l l not, i n any 

i v e a t , be required to d r i l l said well to a depth In excess of 13,600' f r e t . U n t i l 



a discovery of n deposit of u n i t i z e d substances capable of being produced In paying 

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 repay the costs of d r i l l i n g and produc­

ing operations w i t h a reasonable p r o f i t ) u n i t operator s h a l l continue d r i l l i n g d i l i ­

g e n t l y , one w e l l at a time, a l l o w i n g not more than s i x months between the completion of 

one w e l l and the beginning of the next w e l l , u n t i l a w e l l capable of producing u n i t i z e d 

substances i n paying q u a n t i t i e s i s completed to the s a t i s f a c t i o n of the Commissioner 

or u n t i l i t i s reasonably proven to the s a t i s f a c t i o n of the u n i t operator that the 

u n i t i z e d land i s incapable of producing u n i t i z e d substances i n paying q u a n t i t i e s i n 

the formation d r i l l e d hereunder. 

Any w e l l commenced p r i o r to the e f f e c t i v e date of t h i s agreement upon the 

u n i t area and d r i l l e d to the depth provided herein f o r the d r i l l i n g of an i n i t i a l 

t e s t w e l l s h a l l be considered as complying w i t h the d r i l l i n g requirements hereof w i t h 

respect to the i n i t i a l w e l l . The Commissioner may modify the d r i l l i n g requirements 

of t h i s section by gr a n t i n g reasonable extensions of time when i n h i s opinion such 

a c t i o n i s warranted. Upon f a i l u r e to comply w i t h the d r i l l i n g provisions of t h i s 

a r t i c l e the Commissioner may, a f t e r reasonable notice to the u n i t operator and each work­

ing i n t e r e s t owner, lessee and lessor at t h e i r l a s t known addresses, declare t h i s u n i t 

agreement terminated, and a l l 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 granted and assumed 

by t h i s u n i t agreement s h a l l cease and terminate as of such date. 

9. OELICATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES: 

Should u n i t i z e d substances i n paying q u a n t i t i e s be discovered upon the u n i t 

area, the u n i t operator s h a l l on or before s i x months from the time of the completion 

of the i n i t i a l discovery w e l l and w i t h i n t h i r t y days a f t e r the e x p i r a t i o n of each twelve 

months period t h e r e a f t e r , f i l e a report w i t h the Commissioner and D i v i s i o n of the status 

of the development of the u n i t area and tlie development contemplated f o r the f o l l o w i n g 

twelve n i n t h s period. 

l t is understood that one of the main considerations f o r the approval of 

t h i s agre::ient by the Commissioner of Public hands i s to secure the o r d e r l y devolop-

i.unt of the u n i t i z e d lan.Is i n accordance w i t h good conservation p r a c t i c e s so as to 

obta i n the greatest u l t i m a t e receiver;/ of u n i t i z e d substances. 

A f t e r discovery of u n i t i z e d substances i n paying q u a n t i t i e s , u n i t operator 

s h a l l proceed w i t h d i l i g e n c e to reasonably develop the u n i t i z e d area ar. a reasonably 

prudent operator would develop such area under the same? or s i m i l a r circumstances. 

I f the u n i t operator should f a i l to comply with the above covenant, f o r 

reasonable development t h i s agreement may ho terminated by the Commissioner as to 

a l l lands of the State ol New Mexico embracing undeveloped regular well .spacing, or 

pror.it ion u n i t s , but In such event, the basis of p a r t i c i p a t i o n by rhe working I n t e r e s t 

owners s h a l l l e c i a l u the s.u.io us i l t h i s agreement hud not been t e r m i n a t e d :n: t<> .)...•!> 



lands; provided, however, the Commissioner s h a l l give notice to the u n i t operator 

and the lessees of record i n the manner prescribed by (Sec. 19-10-20 N. M. Statutes 

1978 Annotated,) of i n t e n t i o n to cancel on account of any alleged breach of said 

covenant f o r reasonable development and any decision entered thereunder s h a l l be 

subject to appeal i n the manner prescribed by (Sec. 19-10-23 N.M. Statutes 1978 Annotated) 

and, provided f u r t h e r , i n any event the u n i t operator s h a l l be given a reasonable op­

p o r t u n i t y a f t e r a f i n a l determination w i t h i n which to remedy any d e f a u l t , f a i l i n g i n 

which t h i s agreement s h a l l be terminated as to a l l lands of the State of New Mexico 

embracing undeveloped regular w e l l spacing or p r o r a t i o n u n i t s . 

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a w e l l capable of 

producing u n i t i z e d substances i n paying q u a n t i t i e s , the owners of working i n t e r e s t s 

s h a l l p a r t i c i p a t e i n the production therefrom and i n a l l other producing wells which 

may be d r i l l e d pursuant hereto i n the proportions that t h e i r respective leasehold 

i n t e r e s t s covered hereby on an acreage basis bears to the t o t a l number of acres com­

mit t e d to t h i s u n i t agreement, and such u n i t i z e d substances s h a l l be deemed to have 

been produced from the respective leasehold i n t e r e s t s p a r t i c p a t i n g t h e r e i n . For the 

purpose of determining any b e n e f i t s accuring under t h i s agreement and the d i s t r i b u t i o n 

of the r o y a l t i e s payable to the State of New Mexico and other l e s s o r s , each separate 

lease s h a l l have a l l o c a t e d to i t such percentage of said production as the number of 

acres i n each lease r e s p e c t i v e l y committed to t h i s agreement bears to the t o t a l num­

ber of acres committed hereto. 

Notwithstanding any provisions contained herein to the c o n t r a r y , each work­

ing i n t e r e s t owner s h a l l have the r i g h t to take such owner's proportionate share of 

the u n i t i z e d substances i n kind or to personally s e l l or dispose of the same, and 

nothing, herein contained s h a l l be construed as g i v i n g or gran t i n g to the u n i t operator 

the r i g h t to s e l l or otherwise dispose of the proportionate share of any working i n t e r ­

est owner without s p e c i f i c a u t h o r i z a t i o n from time to time so to do. 

11. AU.PCAT1PX OF PRODUCTION: A l l u n i t i z e d substances produced from each 

t r a c t i n the u n i t i z e d area established under t h i s agreement, except any part thereof 

used f o r production or development purposes hereunder, or unavoidably l o s t , s h a l l be 

deemed to be produced equally on an acreage basis from the several t r a c t s of the u n i t i z e d 

land, and fo r the purpose of determining any b e n e f i t s that accrue on an acreage basis, 

each such t r a c t s h a l l have a l l o c a t e d to i t such percentage of said production as i t s area 

bear; to the e n t i r e ur.il ized area. I t i s hereby agreed that production of u n i t i z e d 

rail's.: an.-es from the u n i t i z e d area s h a l l be al l o c a t e d ,is provided herein, regardless 

of whether any well:; are d r i l l e d on any p a r t i c u l a r t r a c t s of said u n i t i z e d area. 



12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: 

A l l r e n t a l s due the State of New Mexico s h a l l be paid by the respective 

lease owners i n accordance w i t h the terms of t h e i r leases. 

A l l r o y a l t i e s due to the State of New Mexico under the terms of the leases 

committed t o t h i s agreement s h a l l be computed and paid on the basis of a l l u n i t i z e d 

substances a l l o c a t e d to the respective leases committed hereto; provided, however, 

the State s h a l l be e n t i t l e d to take i n kind i t s share of the u n i t i z e d substances a l ­

located to the respective leases, and i n such case the u n i t operator s h a l l make deliverle;^ 

of such r o y a l t y o i l i n accordance w i t h the terms of the respective leases. 

A l l r e n t a l s , i f any, due under any leases embracing lands other than the 

State of New Mexico, s h a l l be paid by the respective lease owners i n accordance w i t h 

the terms of t h e i r leases and a l l r o y a l t i e s due under the terms of any such leases 

s h a l l be paid on the basis of a l l u n i t i z e d substances a l l o c a t e d to the respective leases 

committed hereto. 

I f the u n i t operator introduces gas obtained from sources other than the 

u n i t i z e d substances i n t o any producing formation f o r the purpose of repressuring, 

s t i m u l a t i n g or increasing the u l t i m a t e recovery of u n i t i z e d substances therefrom, a 

l i k e a.-uount of gas, i f a v a i l a b l e , w i t h due allowance f o r loss or dep l e t i o n from any 

cause may be withdrawn from the formation i n t o which the gas was introduced r o y a l t y 

f r e e as to dry gas but not as to the products extracted therefrom: provided, that such 

withdrawal s h a l l be at such time as may be provided i n a plan of operation consented 

to by the Commissioner and approved by the D i v i s i o n as conforming to good petroleum 

engineering p r a c t i c e ; and provided f u r t h e r , that such r i g h t of withdrawal s h a l l t e r ­

minate on tlie t ermination of t h i s u n i t agreement. 

I f any lease committed hereto i s burdened w i t h an o v e r r i d i n g r o y a l t y , pay­

ment (et of production or other charge i n a d d i t i o n to the usual r o y a l t y , the owner 

of ca.:',', v.>u-.h lease s h a l l bear and assume the same out of the u n i t i z e d substances 

a3loca!ed to the lands embraced i n each such lease as provided herein. 

13. 1 EASES AMD CONTRACTS_ CONFORMED AND EXTENDED INSOFAR AS THEY APH.Y 
TO LANDS VI T!i IN" THE "l'N I l':fzW)_ AREA: 

'lhe terms, conditions and provisions of a l l leases, subleases, operating 

agree:- --.its and other contracts r e l t a i n g to the e x p l o r a t i o n , d r i l l i n g , development or 

opera! tor o i l or gar. oi the lands, committed to this, agreement, s h a l l a;: of the 

effect Ive date hereof, he and the same are hereby expressly modified and amended 

in-.i'! at as. they apply to lauds w i t h i n the u n i t i z e d area to the extent: necessary to 

- I _ 



mike the same conform to the provisions hereof and so that the respective terms of 

said leases and agreements w i l l be extended ins o f a r as necessary to coincide w i t h 

the term of t h i s agreement and the approval of t h i s agreement by the ommissioner and 

the respective lessors and lessees s h a l l be e f f e c t i v e to conform the provisions and 

extend the terms of each such lease as to lands w i t h i n the u n i t i z e d area to the pro­

v i s i o n s and terms of t h i s agreement; but otherwise to remain i n f u l l force and e f f e c t . 

Each lease committed to t h i s agreement, i n s o f a r as i t applies to lands w i t h i n the 

u n i t i z e d area, s h a l l continue i n force beyond the term provided t h e r e i n as long as 

t h i s agreement remains i n e f f e c t , provided, d r i l l i n g operations upon the i n i t i a l t e s t 

w e l l provided f o r herein s h a l l have been commenced or said w e l l i s i n the process of 

being d r i l l e d by the u n i t operator p r i o r to the e x p i r a t i o n of the shortest term lease 

committed to t h i s agreement. Termination of t h i s agreement s h a l l not e f f e c t any lease 

which pursuant to the terms thereof or any applicable laws would continue i n f u l l force 

and e f f e c t t h e r e a f t e r . The commencement, completion, continued operation or production 

on each of the leasehold i n t e r e s t s committed to t h i s agreement and operations or pro­

duction pursuant to t h i s agreement s h a l l be deemed to be operations upon and produc­

t i o n from each leasehold i n t e r e s t committed hereto and there s h a l l be no o b l i g a t i o n 

on the part of the u n i t operator or any of the owners of the respective leasehold 

i n t e r e s t s committed hereto to d r i l l o f f s e t s to wells as between the leasehold i n t e r ­

ests conr.i11ed to ths agreement, except as provided i n Section 9 hereof. 

Any lease embracing lands of the State of New Mexico having only a p o r t i o n 

of i t s lands committed hereto s h a l l be segregated as to tiie p o r t i o n committed and 

as to the p r o t i o n not committed and the terms of such leases s h a l l apply separately as 

to such segregated portion;; commencing as of the e f f e c t i v e date hereof. Notwithstand­

ing any oi the provisions of t h i s agreement to tlie c o n t r a r y , any lease embracing lands 

of the State of New Mexico having only a p o r t i o n of i t s lands committed hereto s h a l l 

co::! is..::' i n f u l l force and e f f e c t beyond the term provided t h e r e i n as to a l l lands 

cm! r;:c^d i n such, lease, i f o i l and gas, or e i t h e r of them, are discovered and are being 

pri.h.a-.d in paying, q u a n t i t i e s from some part of the lands embraced i n such lease com­

mitted to t h i s agreement at the e x p i r a t i o n of the secondary term of such lease, or i f , 

at the e x p i r a t i o n of the secondary term, the lessee or the. u n i t operator i s then en­

gaged i n bona f i d e d r i l l i n g or reworking operations on some part of the lands embraced 

ther e i n .shall remain i n f u l l iorce and e f f e c t .so long, a:: such operations are being 

d i l i g e n t I v prosecuted, and they re s u l t i n the production of o i l or gn?:, r.aid lea.se 

sha l l continue in f u l l force and effe c t as lo a l l of the laud?; embi'aced t h e r e i n , so long 

t IK . i f : or as o i l and gas, or e i t h e r of them, are being produced i n paying, q u a n t i t i e s from 

an y pa • I ion, of sa i d 1 and;; . 
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14. CONSERVATION: Operations hereunder and production of unitized sub­

stances shall be conducted to provide £or the most economical and e f f i c i e n t recovery 

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

tions. 

15. DRAINAGE: In the event a well or wells producing o i l or gas i n paying 

quanities should be brought in on land adjacent to the unit area draining unitized 

substances from the lands embraced therein, unit operator shall d r i l l such offset well 

or wells as a reasonably prudent operator would d r i l l under the same or similar c i r ­

cumstances . 

16. COVENANTS RUN WITH LAND: The covenants herein shall be construed to 

be covenants running with the land with respect to the interests of the parties here­

to and their successors in interest u n t i l this agreement terminates, and any grant, 

transfer or conveyance of interest in land or leases subject hereto shall be and here­

by is conditioned upon the assumption of a l l privileges and obligations hereunder to 

the grantee, transferee or other successor in interest. No assignment or transfer or 

any working, royalty, or other interest subject hereto shall be binding upon unit op­

erator u n t i l the f i r s t day of the calendar month after the unit operator is furnished 

with the o r i g i n a l , photostatic, or c e r t i f i e d copy of the instrument of transfer. 

17. EFFECTIVE DATE AND TERM: This agreement shall become effective upon 

approval by the Commissioner and the Division and shall terminate in two years after 

such date unless (a) such date of expiration is extended by the Commissioner, or (b) 

a valuable discovery of unitized substances has been made on unitized land during said 

i n i t i a l term or any extension thereof i n which ca.se this agrement shall remain in 

effect so long as unitized substances arc being produced from the unitized land and, 

should production cease, so long thereafter as d i l i g e n t operations are i n progress for 

the restoration of production or discovery of new production and so long thereafter as 

the unitized substances so discovered can be? produced as aforesaid. This agreement 

r.'.iy be l e i.! i nat ed at any time by not less, than seventy-five percent (75%) on an acreage 

basis, cf the owners of the working interest.':, signatory hereto, with the approval of 

the Co..'.:;', is si oner and with notice to Division. Likewise, the f a i l u r e to comply with 

the d r i l l i n g requirements of Section 8 hereof, may subject this agreement, to termina­

tion as provided in said section. 

If!. RATE_ClY PROPirCTKW: A l l production and the disposal thereof shall be 

ia conformity with allocations, allotments, and quotas made or fixed by tlie Commission, 

and in c , -n'. o i m i t y with a l l appllcah.lv laws and lawful regulation:-.. * 

- <j 



19. APPEARANCES: Unit operator s h a l l , a f t e r notice to other 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 behalf of any and a l l i n t e r e s t s a f f e c t e d 

hereby, before tlie Commissioner of Public Lands and the D i v i s i o n , and to appeal from 

orders issued under the regul a t i o n s of the Commiss.loner or D i v i s i o n , or to apply f o r 

r e l i e f from any of said r e g u l a t i o n s or i n any proceedings on i t s own behalf r e l a t i v e 

to operations pending before the Commissioner or D i v i s i o n ; provided, however, that any 

other i n t e r e s t party s h a l l also have the r i g h t at his own expense to appear and to 

p a r t i c i p a t e i n any such proceeding. 

20. NOTICES: A l l n o t i c e s , demands, or statements required hereunder to be given 

or rendered to the p a r t i e s hereto, s h a l l be deemed f u l l y given, i f given i n w r i t i n g and 

sent by postpaid r e g i s t e r e d m a i l , addressed to such party or p a r t i e s a t t h e i r respec­

t i v e addresses, set f o r t h i n connection w i t h the signatures hereto or to the r a t i f i ­

c a t i o n or consent hereof, or to such other address as any such party may have furnished 

i n w r i t i n g to party sending the n o t i c e , demand, or statement. 

21. UNAVOIDABLE DELAY: A l l o b l i g a t i o n s under t h i s agreement r e q u i r i n g the 

u n i t operator to commence or continue d r i l l i n g or to operate on or produce u n i t i z e d 

substances from any of the lands covered by t h i s agreement, s h a l l be suspended w h i l e , 

but only so long as, the u n i t operator, despite the exercise of due care and d i l i g e n c e , 

i s prevented from complying w i t h such o b l i g a t i o n s , i n whole or i n p a r t , by s t r i k e s , 

war, act of Cod, Federal, State, or municipal law or agencies, unavoidable accidents, 

u n c o n t r o l l a b l e delays i n transport!on, i n a b i l i t y to obtain necessary m a t e r i a l s i n open 

market, or other matters beyond the reasonable c o n t r o l of the u n i t operator, whether 

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

22. LOjSS 0F_TTTLE: In the event t i t l e to any t r a c t of u n i t i z e d land or 

su b s t a n t i a l i n t e r e s t t h e r e i n s h a l l f a i l , and the true owner cannot be induced to j o i n 

the unit agreement so that such t r a c t i s not committed to t h i s agreement, or the oper-

t ion thereof hereunder becomes, impracticable as a r e s u l t thereof, such t r a c t may be 

eliminated from tiie u n i t i z e d area, aud the interest: of the p a r t i e s readjusted a;; a re ­

s u l t of such t r a c t being, eliminated from the u n i t i z e d area. I n the event of a dispute 

as to the t i t l e t o any r o y a l t y , working, or other i n t e r e s t subject hereto, the u n i t 

op.-rator ray withhold payment or d e l i v e r y of the a l l o c a t e d p o r t i o n of the u n i t i z e d 

subst... c s involved on account thereof, without l i a b i l i t y f o r i n t e r e s t u n t i l the d i s ­

pute i s f i n a l l y s e t t l e d , provided that no payments of funds due the State of New Mexico 

sh a l l be wit h h e l d . Unit operator, as such, i s r e l i e v e d from any r e s p o n s i b i l i t y f o r any 

delect or f a i l u r e of any t i t l e hereunder. 

?'\. SUliSl'Ol'KM I' .101NUEK: Any o i l or gas Interest In lands w i t h i n the u n i t 

area, not co::v>. i t t ed hereto, p r i o r to tho submission of tlie agreement: f o r f i n a l approval 

- 10 -



hy the Commissi ono I - unci the Division, may bo coi I tied hereto by the owner or ownern 

of such r i g h t s , subscribing or consenting to this agreement, or executing a r a t i f i ­

cation thereof, and l f such owner ls also a working Interest owner, by subscribing to 

the operating agreement providing for the allocation of costs of exploration, develop­

ment, and operation. A subsequent Joinder shall be effective as of the f i r s t day of the 

month following the approval by tlie Commissioner and the f i l i n g with the Division of 

duly executed counterparts of the instrument or instruments committing the interest of 

such owner to this agreement, but such join i n g party or parties, before participating 

in any benefits hereunder, shall be required to assume and pay to unit operator, their 

proportionate share of the unit expenses incurred prior to such party's or parties ' 

joinder in the unit agreement, and the unit operator shall make appropriate adjustments 

caused by such joinder, without any retroactive adjustment or revenue. 

24. COUNTERPARTS: This agreement may be executed in any number of counter­

parts, no one of which needs to be executed by a l l parties, or may be r a t i f i e d or con­

sented to by separate instrument in w r i t i n g s p e c i f i c a l l y referring hereto, and shall 

be binding upon a l l those parties who have executed such a counterpart, r a t i f i c a t i o n , 

or consent hereto with the same force and effect as i f a l l such parties had signed the 

same document, and regardless of whether or not i t is executed by a l l other parties 

owning or claiming an interest i n the lands within the above described unit area. 

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agree­

ment to be executed as of the respective dates set forth opposite their signatures. 

UN IT OPERATOR 

VEY E. YATES COMPANY 

Assistant Secretary 

OPERATOR 

rge_J». Yates, Vice President 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

3 A
 6'L 

- day of 
"\ The foregoing instrument was acknowledged before me th i s 
VlC I ^ A J U ^ J ^ - Y ' 1 9 8 0 » bY George M. Yates, Vice President of HARVEY E. 
Ŷ TES COMPANY, a New Mexico corporation, on behalf of said corporation. 

My Commission Expires: 

OASJ. 9 3.. />/?J 
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