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Mr. James M. Durrett, Jr., Attorney 
New Mexico Oil Conservation Commission 
P. 0. Box 871 
Santa Fe, New Mexico 

Re: Aztec's Application for approval of the 
Unit Agreement pertaining to the Aztec-
Robinson Waterflood Unit 

Dear Jim: 

Enclosed are three copies of our application for the approval of the Unit 
Agreement pertaining to the Aztec-Robinson Waterflood Unit. I f i t i s i n 
order, we would appreciate having t h i s application set for hearing before 
an examiner i n the l a t t e r part of January. By that time we anticipate 
that preliminary approval w i l l have been obtained from the office of the 
Land Commissioner and from the United States Geological Survey. I n 
addition, we expect that a l l working interest owners by that time w i l l 
have executed the Unit Agreement. 

Thank you for your assistance. With best personal wishes, 

Yours very t r u l y , 

KAS/lf 

Enclosures 
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February 8, 1963 
L A N D D E P A R T M E N T 

H. L. S N I D E R , J R . , M A N A G E R 

KENNETH A. SWANSON, ATTORNEY 
G O R D O N E. C O E , A T T O R N E Y 

Mr. A. L. Porter, Jr., Secretary-Director 
New Mexico Oil Conservation Commission 
P. 0. Box 8T1 
Santa Fe, New Mexico 

Re: Order R-2lkL7, Case 273^, Aztec 
Application for Approval of 
the Aztec-Robinson Waterflood 
Unit Agreement, Lea and Eddy 
Counties, New Mexico 

Dear Mr. Porter: 

The captioned order dated February 1, 19&3 approved the sub
ject Unit Agreement. 

When this case was heard on January 23, 1963, an executed 
original and two executed copies of the Unit Agreement were int r o 
duced i n evidence. Further, a statement was made in evidence 
that approval by the Washington office of the Geological Survey 
had not at that time been obtained; however, i t was anticipated 
i n view of the fact that the agreement was patterned after a unit 
agreement recently approved by that office. Since the date of 
that hearing, approval has been obtained from the Washington office 
of the Geological Survey, conditioned upon the amendment of the 
agreement with respect to certain details not i n conflict with the 
evidence given i n the subject case pertaining to the form and con
tents of the agreement. 

The modifications outlined by the Washington office of the 
Geological Survey have been made and the new Unit Agreement has 
been executed by a l l working interest owners. Accordingly, there 
i s enclosed a f u l l y executed copy of the Unit Agreement containing 
these modifications. 

Please substitute this executed agreement for the executed 
agreement and copies thereof introduced i n evidence at the hearing. 

Thank you for your cooperation. 

Yours very t r u l y , 

KAS/et 
Enclosures 

cc: Mr. Prentice R. Watts, Jr. 
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UNIT AGREEMENT 

FOR THE DEVELOPMENT AND OPERATION 

OF THE AZTEC ROBINSON WATERFLOOD UNIT AREA 

COUNTIES OF LEA AND EDDY 

STATE OF NEW MEXICO 

THIS AGREEMENT, entered into as of the 1st day of October, 1962, by 

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

herein referred to as the "parties hereto", 

W I T N E S S E T H : 

WHEREAS, the parties hereto are the owners of working, royalty and 

other o i l and gas interests i n the Unit Area subject to this agreement; 

and, 

WHEREAS, the Mineral Leasing Act of February 25, 1920, h i Stat, 437, 

as amended, 30 USC Sec. l 8 l , et seq., authorizes Federal lessees and their 

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

others, i n collectively adopting and operating a cooperative or unit plan 

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

or any part thereof for the purpose of more properly conserving the natural 

resources thereof whenever determined and certified by the Secretary of the 

Interior to be necessary or advisable i n the public interest; and, 

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

is authorized by an Act of the Legislature, (Sec. 3, Chapter 88, Laws of 194-3, 

as amended by Sec. 1 of Chapter 162, Laws of 1951) to consent to or approve 

this agreement on behalf of the State of New Mexico, insofar as i t covers 

and includes lands and mineral interests of the State of New Mexico; and, 

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

is authorized by an Act of the Legislature (Sec. 1, Chapter 162, Laws of 

1951) to amend with the approval of the lessee, any o i l and gas lease em

bracing State lands so that the length of the term of said lease may coincide 

with the term of such unitized development and operation of State lands; and, 

WHEREAS, the Oil Conservation Commission of the State of New Mexico 

is authorized by law (Chapter 72, Laws of 1935, as amended by Chapter 193, 

Laws of 1937, Chapter l66, Laws of 1951, and Chapter l68, Laws of 1949) 

+.r> FnYrvrnve this agreement and the conservation provisons hereof; and, 



WHEREAS, the parties hereto hold sufficient interest i n the Robinson 

Waterflood Unit Area covering the land hereinafter described to give reasonably-

effective control of operations therein; and, 

WHEREAS, i t is the purpose of the parties hereto to in s t i t u t e a pro

gram of waterflood operations to conserve 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 l i m i t a 

tions herein set for t h ; 

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

herein contained, the parties hereto commit to this agreement their respective 

interests i n the Unit Area, insofar as such interests pertain to the develop

ment and production of Unitized Substances from the Unitized Formation, a l l 

defined below, and agree severally among themselves as follows: 

1. ENABLING ACT AND REGULATIONS 

The Mineral Leasing Act of February 25, 1920, as amended, supra, 

and a l l v a l i d , pertinent regulations, including operating and unit plan 

regulations, heretofore issued thereunder, or valid pertinent and reasonable 

regulations hereafter issued thereunder, are accepted and made a part of 

this agreement as to Federal lands, provided such regulations are not i n 

consistent with the terms of this agreement, and as to non-federal lands, 

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

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

the terms hereof or the laws of the State i n which the non-federal land is 

located, are hereby accepted and made a part of this agreement. 

2. UNIT AREA 

The Unit Area specified on the map attached hereto marked Exhibit "A", 

containing 682.48 acres, more or less, is recognized as constituting the 

Aztec Robinson Waterflood Unit Area and is hereinafter referred to as "Unit 

Area". 

3. EXHIBITS 

Exhibit "A" shows, i n addition to the boundary of the Unit Area, 

the boundaries and identity of tracts and leases i n said area to the extent 

known to the Unit Operator. Exhibit "B" attached hereto is a schedule 

showing, to the extent known to Unit Operator, the acreage, percentage and 

kind of ownership of o i l and gas interests and the percentage of p a r t i c i 

pation each Tract has i n the Unit Area. However, nothing herein or i n said 



schedule or map shall "be construed as a representation hy any party hereto 

as to the ownership of any interest other than such interest or interests 

as are shown i n said map or schedule as owned by such party. Exhibits "A" 

and "B" shall be revised by the Unit Operator whenever changes i n the Unit 

Area render such revision necessary, and at least two copies of such revisions 

shall be f i l e d with the Commissioner of Public Lands, hereinafter referred 

to as "Commissioner", and not less than six copies thereof shall be f i l e d 

with the Supervisor, Branch of Oil & Gas Operations of the Conservation 

Division of -the Geological Survey, hereinafter referred to as "Supervisor". 

k. EXPANSION 

The above described Unit Area may, when practicable, be expanded i n 

conformity with the provisions of this agreement to include therein any ad

ditional tract or tracts regarded as reasonably necessary or advisable for 

the purposes of this agreement. Such expansion shall be effected i n the 

following manner: 

(a) The Working Interest Owner or Owners of a tract or tracts de

siring to bring such tract or tracts into this Unit, shall f i l e an application 

therefor with Unit Operator requesting such admission. 

(b) Unit Operator shall circulate a notice to each Working Interest 

Owner of the proposed expansion, setting out the basis for admission, the 

Unit Participation to be assigned to such tract or tracts, and other p e r t i 

nent data. After negotiation (at Working Interest Owner's meeting or 

otherwise), i f at least two or more Working Interest Owners owning i n the 

aggregate seventy-five per cent (75$) of the voting interest, as hereinafter 

defined, have agreed to such tract or tracts being brought into the Unit, 

then Unit Operator shall: 

(1) Prepare a notice of proposed expansion describing the 
contemplated changes i n the boundaries of the Unit Area, 
the reason therefor, the basis for admission of the ad
diti o n a l tract or tracts, the Unit Participation to be 
assigned thereto and the proposed effective date thereof; 
and. 

(2) Deliver copies of said notice to the Commissioner, the 
Supervisor and mail a copy of such notice to the last known 
address of each Working Interest Owner, lessee and lessor whose 
interests are affected, advising such parties that t h i r t y (30) 
days w i l l be allowed for submission to the Unit Operator of 
any objections to such proposed expansion; and 

(3) F i l e , upon the expiration of said t h i r t y (30) day 
period, as set out i n Item 2 immediately above, with 
the Commissioner and the Supervisor the following: (a) 
Evidence of mailing said notice of expansion and a copy 
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of any objection thereto; (b) An application, i n s u f f i 
cient number, of such expansion; and (c) An instrument 
containing the appropriate joinders i n compliance with 
the participation requirement of Section 33, Non-Joindar 
and Subsequent Joinder, hereof. 

The expansion shall, after due consideration of a l l pertinent informa

tion and upon approval by the Commissioner and the Director of the U. S. Geolo

gical Survey, herein referred to as "Director", become effective as of the 

date prescribed i n the notice thereof or on such other more appropriate date 

as may be set by the Commissioner and the Director i n the order or instrument 

approving such expansion. 

5. DEFINITIONS 

(a) The term "Unitized Formation" shall mean those portions of 

the Grayburg and San Andres formations underlying the Unit Area which i n 

clude the stratigraphic interval occurring between a point one hundred and 

f i f t y feet (150') above the top of the San Andres formation and a point 

one hundred and f i f t y feet (150') below the top of the San Andres formation, 

the top of which formation being identifiable at a depth of 3,892 feet on 

the Lane Wells Radioactivity Log dated August 2k, 1959 of the. Aztec-Federal 

"R" #3 well located 990 feet from the north line and 1,730 feet from the 

west line of Section 31, T-16-S, R-32-E, Lea County, New Mexico. 

(b) The term "Unitized Substances" shall mean a l l o i l and gas 

(including condensate, casinghead gas and any substances contained i n gas 

and casinghead gas) i n and which may be produced from the Unitized Formation. 

(c) "Working Interest" is defined as an interest committed hereto 

which is obligated to bear or share a portion of the costs and expenses of 

d r i l l i n g , developing, producing and operating the unitized land under this 

agreement and the Unit Operating Agreement. "Working Interest Owner" is 

defined as the owner of such an interest including a carried working interest. 

(d) "Royalty Interest" is defined as an interest committed hereto 

which is not obligated to bear or share a portion of the costs and expenses 

of d r i l l i n g , developing, producing and operating the unitized land under thi s 

agreement and the Unit Operating Agreement. "Royalty Owner" i s defined as 

the owner of such an interest. The owner of o i l and gas rights that are 

free of lease or other instrument conveying the Working Interest to another 

shall be regarded as a Working Interest Owner to the extent of seven-eights 

(7/8ths) of his interest i n Unitized Substances, and as a Royalty Owner 



with respect to his remaining one-eighth (l/8th) interest therein. 

(e) "Unit Operating Agreement" means the agreement entitled "Unit 

Operating Agreement, Aztec Robinson Waterflood Unit Area" of the same effective 

date as this agreement entered into by the Working Interest Owners. 

( f ) "Unit Operator" is defined as the Working Interest Owner designated 

under the Unit Operating Agreement to develop and operate the Unitized Form

ation, acting as operator and not as a Working Interest Owner. 

(g) "Tract Participation" is defined as the percentage shown on 

Exhibit "B" for allocating Unitized Substances to a Tract under this agreement. 

(h) "Tract" is defined as each parcel of land described as such and 

given a Tract number i n Exhibit "B". 

6. UNITIZED LAND AND UNITIZED SUBSTANCES 

A l l land committed to this agreement shall constitute land referred to 

herein as "Unitized Land". A l l o i l and gas (including condensate, casinghead 

gas and any substances contained i n gas and casinghead gas) in and which may 

be produced from the Unitized Formation are unitized under the terms of this 

agreement and herein are called "Unitized Substances". 

7. UNIT OPERATOR 

Aztec Oil & Gas Company is hereby designated as Unit Operator and by 

signature hereto as Unit Operator agrees and consents to accept the duties and 

obligations of Unit Operator for the development, operation, and production 

of Unitized Substances as herein provided. Whenever reference is made herein 

to the Unit Operator, such reference means the Unit Operator acting i n that 

capacity and not as an owner of an interest i n Unitized Substances, and the 

term "Working Interest Owner", when used herein, shall include or refer to Unit 

Operator as the owner of a working interest when such interest is owned by i t . 

8. RESIGNATION OR REMOVAL OF UNIT OPERATOR 

Unit Operator shall have the right to resign at any time, but such 

resignation shall not become effective so as to release Unit Operator from 

the duties and obligations of Unit Operator and terminate Unit Operator's 

rights as such for a period of six (6) months after notice of intention to 

resign has been served by Unit Operator on a l l Working Interest Owners, the 

Commissioner and the Supervisor, u n t i l a l l wells then d r i l l e d hereunder are 

placed in satisfactory condition for suspension or abandonment, whichever 

is required by the Supervisor as to Federal lands and by the Commissioner 



as to State lands, unless a new Unit Operator shall have "been selected and 

approved and shall have taken over and assumed the duties and obligations 

of Unit Operator prior to the expiration of said period. 

The resignation of Unit Operator shall not release Unit Operator 

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

date of i t s resignation. 

The Unit Operator may, upon default or failure i n the performance of 

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

centage vote of the owners of working interests determined i n l i k e manner as 

herein provided for the selection of a new Unit Operator. Such removal 

shall be effective upon notice thereof to the Commissioner and the Supervisor. 

In a l l such instances of resignation or removal, u n t i l a successor 

Unit Operator i s selected and approved as hereinafter provided, the Working 

Interest Owners shall be j o i n t l y responsible for the performance of the duties 

of Unit Operator and shall, not later than 30 days before such resignation 

or removal becomes effective, appoint a common agent to represent them i n 

any action to be taken hereunder. 

The resignation or removal of Unit Operator under this agreement 

shall not terminate i t s right, t i t l e or interest as the owner of a working 

interest or other interests i n Unitized Substances, but upon the resignation 

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

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

conducting the unit operations and owned by the Working Interest Owners to 

the new duly qualified successor Unit Operator or to the common agent i f 

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

ducting unit operations hereunder. Nothing herein shall be construed as 

authorizing removal of any material, equipment or appurtenances needed for 

the preservation of any wells. 

9. SUCCESSOR UNIT OPERATOR 

Whenever the Unit Operator shall tender his or i t s resignation as 

Unit Operator or shall be removed as hereinabove provided, the Working 

Interest Owners shall select a successor Unit Operator. Such selection may 

be made at a meeting called on no less than fourteen (l4) days advance 

written notice accompanied by an agenda including the selection of a successor 

Unit Operator, or such selection may be made by polling the Working Interest 

Owners as provided i n Article 4.3.4, Poll Votes, of the Unit Operating 



Agreement. Such selection shall be determined by the affirmative vote of one 

or more of the parties owning singly or i n the aggregate seventy-five (75$) or 

more of the voting interest as determined i n Article 4.3.1, Voting Interest, of 

the Unit Operating Agreement. Such selection shall not become effective u n t i l 

(a) a Unit Operator so selected shall accept i n writing the duties and re

sponsibilities of Unit Operator, and (b) the selection shall have been f i l e d 

with the Supervisor and approved by the Commissioner. I f no successor Unit 

Operator is selected and qualified as herein provided, the Director and the 

Commissioner may declare this Unit Agreement terminated at their election. 

10. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT 

A l l costs and expenses incurred by Unit Operator i n conducting unit 

operations hereunder shall be paid and apportioned among and borne by the Work

ing Interest Owners, a l l i n accordance with the Unit Operating Agreement enter

ed into by and between the Unit Operator and the Working Interest Owners, sep

arately or collectively. Such Unit Operating Agreement shall also provide the 

manner i n which the Working Interest Owners shall be entitled to receive their 

respective proportionate and allocated shares of the benefits accruing hereto 

i n conformity with their underlying operating agreements, leases or other i n 

dependent contracts and such rights and obligations as between Unit Operator 

and the Working Interest Owners may be agreed upon by the Unit Operator and the 

Working Interest Owners. However, the Unit Operating Agreement shall not be 

deemed either to modify the terms and conditions of this Unit Agreement or to 

relieve the Unit Operator of any right or obligation established under this Unit 

Agreement, and i n case of an inconsistency or conflict between the Unit Agree

ment and the Unit Operating Agreement, this Unit Agreement shall prevail. Three 

true copies of any Unit Operating Agreement executed pursuant to this section 

shall be f i l e d with the Supervisor and two true copies shall be f i l e d with the 

Commissioner prior to approval of the Unit Agreement and thereafter promptly 

after any revision or amendment. 

11. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR 

Except as otherwise specifically provided herein, the exclusive right, 

privilege and duty of exercising any and a l l rights of the parties hereto, 

including surface rights, which are necessary or convenient for the prospect

ing for, producing, storing, allocating and distributing of the unitized 

substances, are hereby granted and delegated to and shall be exercised by 

Tim"+. On#»rn.tr>r as herein provided. Acceptable evidence of t i t l e to said 



rights shall be deposited with said Unit Operator and together with this 

agreement shall constitute and define the rights, privileges and obligations 

of Unit Operator. Nothing herein, however, shall be construed to transfer 

t i t l e to any land, lease, royalty interest, working interest, operating 

agreement or communitization agreement, i t being understood that under this 

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

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

purposes herein specified. 

Unit Operator shall not be liable to the parties hereto for damages 

resulting from or attributable to unit operations unless such damage results 

from the gross negligence or w i l l f u l misconduct of Unit Operator. 

12. PLAN OF OPERATIONS 

I t is recognized and agreed by the parties hereto that the object and 

purpose of this Unit Agreement is to formulate and to put into effect a pres

sure maintenance project for the unitized land i n order to effect the greatest 

economic recovery of unitized substances, prevent waste, and conserve 

natural resources. The parties hereto agree that the Unit Operator may, sub

ject to the consent and approval of the Working Interest Owners, the Super

visor, and the Commissioner, inject into the Unitized Formation, through any 

well or wells completed therein, brine, water, a i r , gas and any one or more 

other substances whether produced from the Unit Area or not, and that the 

location of input wells and the rates of injection therein and the rate of 

production shall be governed by standards of good geologic and petroleum 

engineering practices and conservation methods. 

Concurrently with the f i l i n g of this agreement for f i n a l approval, 

Unit Operator shall submit for the approval of the Supervisor and the Com

missioner an acceptable plan of operations for the Unit Area which, when 

approved, shall constitute the operating obligations of the Unit Operator 

under this Unit Agreement for the period specified therein. Thereafter from 

time to time before the expiration of any existing plan, the Unit Operator 

shall submit for l i k e approval a plan for an additional specified period of 

operations; said plan or plans shall be modified or supplemented when neces

sary to meet changed conditions. Reasonable diligence shall be exercised 

i n complying with the obligations of any approved plan of operation. 

Notwithstanding anything to the contrary herein contained, excepting 

Section 30, Unavoidable Delay, the Unit Operator shall commence pressure 



maintenance operations within six (6) months after the effective date of this 

Unit Agreement or any extensions thereof approved by the Commissioner and the 

Supervisor or this Unit Agreement shall terminate automatically, i n which 

event Unit Operator shall notify a l l interested principals. After such opera

tions are commenced, Unit Operator shall carry on such operations as would a 

reasonably prudent operator under the same or similar circumstances. 

13. TRACT PARTICIPATION 

Tract Participation shall be based on 50$ of the Tract's percentage of 

surface acres i n the Unit Area and 50$ of i t s percentage of accumulative o i l 

production through August 1, 1$62 obtained from the Unit Area, as shown on 

Exhibit "B" which l i s t s the various Tracts within the Unit Area and their re

spective Tract Participations. 

i h . TRACTS QUALIFIED FOR UNIT PARTICIPATION 

On and after the effective date hereof, the Tracts within the Unit Area 

which shall be entitled to participate i n the production of Unitized Substances 

therefrom shall be the Tracts described i n said Exhibit "B" that are qualified 

as follows: 

(a) Each and a l l of those Tracts as to which Working Interest 

Owners owning 100$ of the working interest i n said Tract and Royalty Owners 

owning 100$ of the royalty have executed this agreement; and 

(b) Each and a l l of those Tracts as to which Working Interest 

Owners owning not less than 75$ of the working interest therein, regardless of 

the percentage of Royalty interest therein that is committed hereto, have 

executed this agreement, and i n which the Working Interest Owners i n said 

Tract who have executed this agreement have agreed to indemnify and hold harm

less a l l other parties hereto, i n a manner satisfactory to the Working Interest 

Owners qualified under (a) against any or a l l claims and demands that may be 

made by the non-joining Working Interest Owners and/or Royalty Owners on ac

count of the qualifications and participation of such Tract i n the Unit Area 

and the operation of the Unitized Land on the basis herein provided, and as to 

which at least two or more Working Interest Owners owning i n the aggregate seventy* 

five per cent (75$) of the voting interest qualified under (a), exclusive of the 

Working Interest Owner submitting such Tract, have approved the qualification 

and participation of such Tract i n the Unit Area. Upon the qualification of such 

a Tract, the share of the Tract Participation that would have been attributed to 

the nonsubscribing owners i n such Tract had they become parties to this agree-



ment, and, i n the case of Working Interest Owners, also the Unit Operating 

Agreement, shall be attributed, i n the case of a nonsubscribing royalty owner, 

to the Working Interest Owner whose interest is subject thereto, and, i n a l l 

other cases, to the Working Interest Owners i n such Tract i n proportion to 

their respective Working Interests i n the Tract. 

I f on the effective date of this agreement there is any Tract or 

Tracts which have not been effectively committed to or made subject to this 

agreement by qualifying as above provided, then such Tract or Tracts shall not 

be entitled to participate hereunder. Unit Operator shall, when submitting 

this agreement for f i n a l approval by the Commissioner and the Director, or 

as soon thereafter as practicable, f i l e therewith a schedule of those Tracts 

which have been committed and made subject to this agreement and are entitled 

to participate i n the production hereunder. Said schedule shall set forth 

opposite each such committed Tract the lease number, assignment number, the 

owner of record and Tract Participation of each qualified Tract which shall 

be computed according to the participation formula set out above. This 

schedule shall be a part of Exhibit "B" and upon approval thereof by the 

Commissioner and the Supervisor, shall become a part of this agreement and 

shall govern the allocation of production of Unitized Substances u n t i l a new 

schedule is approved by the Commissioner and the Supervisor or the Director. 

In any such new schedule, the Tract Participations of the previously 

qualified Tracts shall remain i n the same ratio one to the other. 

15. ALLOCATION OF UNITIZED SUBSTANCES 

A l l Unitized Substances produced and saved (less, save and except any 

part of such Unitized Substances used i n conformity with good operating 

practices within the Unit Area for d r i l l i n g , operating, camp, and other pro

duction, waterflood or development purposes or unavoidably lost) shall be 

apportioned among and allocated to the several qualified Tracts within the 

Unit Area i n accordance with the respective Tract Participations effective 

hereunder during the respective periods such Unitized Substances were pro

duced, as set fo r t h i n the Participation Schedule of Exhibit "B". The 

amount of Unitized Substances so allocated to each Tract, and only that 

amount, regardless of whether i t be more or less than the amount of the 

actual production of Unitized Substances from the well or wells, i f any, on 

such Tract shall, for a l l intents, uses and purposes, be deemed to have 



been produced from such Tract. 

The Unitized Substances allocated to each Tract shall be distributed 

among, or accounted for to the parties executing, consenting to or r a t i f y i n g 

this agreement entitled to share i n the production from such Tract i n the same 

manner, i n the same proportions, and upon the same conditions as they would 

have participated and shared i n the production from such Tracts, or i n the 

proceeds thereof, had this agreement not been entered into, and with the same 

legal force and effect. 

No Tract committed to this agreement and qualified for participation 

as above provided shall be subsequently excluded from participation hereunder 

on account of depletion of Unitized Substances, and nothing herein contained 

shall be construced as requiring any retroactive adjustment for production 

obtained prior to the effective date of the joinder of any Tract. 

I f the Working Interest and the Royalty Interest i n any Tract are 

divided with respect to separate parcels or portions of such Tract and owned 

severally by different persons, the Tract Participation assigned to such 

Tract shall, i n the absence of a recordable instrument executed by a l l owners 

and furnished to Unit Operator f i x i n g the divisions of ownership, be divided 

among such parcels or portions i n proportion to the number of surface acres 

i n each. 

The Unitized Substances allocated to each Tract shall be delivered i n 

kind to the respective parties entitled thereto by virtue of the ownership 

of o i l and gas rights therein or by purchase from such owners. Each Working 

Interest Owner and the parties entitled thereto shall have the continuing 

right to receive such production i n kind at a common point within the Unit 

Area and to s e l l or dispose of the same as he sees f i t . Such party shall 

have the right to construct, maintain and operate on the Unitized Land a l l 

necessary f a c i l i t i e s for that purpose, provided the same are so constructed, 

maintained and operated as not to interfere with operations carried on pur

suant hereto. Any extra expenditures incurred by Unit Operator by reason of 

the delivery i n kind of any portion of the Unitized Substances shall be borne 

by the party receiving the same i n kind or by the party chargeable therewith 

under the terms of the applicable lease. In the event any party hereto shall 

f a i l to take or otherwise adequately dispose of i t s proportionate share of the 

production from the Unit Area currently as and when produced, then so long as 

such conditions continue, Unit Operator, for the account and at the expense of 



such party i n order to avoid curtailing the operation of the Unitized Land, 

may s e l l or otherwise dispose of such production on a day-to-day basis at not 

less than the prevailing market price i n the area for l i k e production, and the 

account of such party shall be charged therewith as having received the same. 

The net proceeds, i f any, of the Unitized Substances so disposed of by Unit 

Operator shall be paid to the party entitled thereto. 

Any party receiving i n kind or separately disposing of a l l or any part 

of the Unitized Substances allocated to any Tract, or receiving the proceeds 

therefrom i f the same i s sold or purchased by Unit Operator, shall be re

sponsible for the payment of a l l royalties, overriding royalties, o i l payments, 

net p r o f i t contracts, and a l l payments out of or burdens on the lease cr leases 

and Tracts contributed by i t and received into the Unit, and each such party 

shall hold each other party hereto harmless against a l l claims, demands and 

causes of action for such royalties, overriding royalties, o i l payments, net 

p r o f i t contracts, and oth&r payments out of or burdens on the lease or leases 

and Tracts contributed by i t to the Unitized Land. 

I f after the effective date of this agreement, there is any Tract or 

Tracts that are subsequently committed hereto, as above described i n Section 

k, Expansion, or any Tract or Tracts within the Unit Area not effectively 

committed hereto as of the effective date hereof but which are subsequently 

committed hereto under the provisions of Section 33, Nonjoinder and Subsequent 

Joinder, or i f any Tract i s excluded from the Unit Area as provided i n Section 

32, Loss of T i t l e , the schedule of participation as shown i n Exhibit "B" 

shall be revised by the Unit Operator to show the new Tract Participations 

of a l l the then effectively committed and qualified Tracts, and the revised 

Exhibit "B", upon approval by the Commissioner and the Supervisor or Director, 

shall govern the allocation of production from and after the effective date 

thereof u n t i l a new schedule is so approved. 

16. OTL IN LEASE TANKS 

Unit Operator shall gauge a l l lease and other tanks on the Unitized 

Land to ascertain the amount of merchantable o i l produced from the Unitized 

Formation i n such tanks, above the pipe line connections, as of 7:00 a.m. 

on the effective date hereof. The o i l that is a part of the prior allowable 

of the wells from which i t was produced shall remain the property of the 

parties entitled thereto the same as i f the Unit had not been formed. Any 

such o i l not promptly removed may be sold by the Unit Operator for the account 



of the parties entitled thereto, subject to the payment of a l l royalties, 

overriding royalties, production payments, and a l l other payments under the 

provisions of the applicable lease or other contracts. The o i l that is i n 

excess of the prior allowable of the wells from which i t was produced shall be 

regarded as Unitized Substances produced after the effective date hereof. 

I f , as of the effective date hereof, any Tract is overproduced with 

respect to the allowable of the wells on that Tract and the amount of over

production has been sold or otherwise disposed of, such overproduction shall 

be regarded as a part of the Unitized Substances produced after the effective 

date hereof and shall be charged to such Tract as having been delivered to the 

parties entitled to Unitized Substances allocated to such Tract. 

IT. ROYALTY SETTLEMENT 

A l l royalty owners, who, under existing contracts, are entitled to 

take i n kind a share of the Unitized Substances produced from any Tract, shall 

hereafter be entitled to take i n kind their share of the Unitized Substances 

allocated to such Tract, and Unit Operator shall make deliveries of such 

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

and regulations. Settlement for royalty interests not taken i n kind shall be 

made by Working Interest Owners responsible therefor under existing contracts, 

laws and regulations, on or before the last day of each month, for Unitized 

Substances produced during the preceding calander month; provided, however, 

that nothing herein contained shall operate to relieve the lessees of any land 

from their respective lease obligations for the payment of any royalties due 

under their leases except that said royalties shall be computed i n accordance 

with the terms of this agreement. 

I f gas obtained from lands not subject to this agreement is introduced 

into the Unitized Land for use i n waterflood operations, pressure maintenance, 

stimulation of production or increasing ultimate recovery i n conformity with 

a plan of operation approved by the Supervisor, a l i k e amount of gas, less 

appropriate deductions for loss from any cause, may be withdrawn from the 

formation into which the gas was introduced, royalty free as to dry gas, but 

not as to the products extracted therefrom; provided that such withdrawal shall 

be pursuant to such conditions and formulas as may be prescribed or approved 

by the Supervisor as conforming to good petroleum engineering practice; and 

provided further that such right of withdrawal shall terminate on the termina

tion of this agreement. I f liquefied petroleum gases obtained from lands or 



formations not subject to this agreement be injected into the Unitized Land 

for the purpose of increasing ultimate recovery, part or a l l of such l i q u i 

fied petroleum gases may be withdrawn royalty free pursuant to such con

ditions and formulae as may be prescribed or approved by the Supervisor. 

18. RENTAL SETTLEMENT 

Rental or minimum royalties due on leases committed hereto shall be 

paid by Working Interest Owners responsible therefor under existing contracts, 

laws and regulations, provided that nothing herein contained shall operate to 

relieve the lessees of any land from their respective lease obligations for 

the payment of any rental or minimum royalty i n l i e u thereof due under their 

leases. 

19. REPORTS 

Unit Operator shp.ll furnish the Commissioner and the Supervisor monthly 

injection and production imports for each well i n the Unit, as well as period

i c a l reports of the development and operation of the Unit Area. 

20. CONSERVATION 

Operations hereunder and production of Unitized Substances shall be con

ducted to provide for the most economical and e f f i c i e n t recovery of said sub

stances without waste, as defined by or pursuant to State laws or regulations. 

21. DRAINAGE 

The Unit Operator shall take appropriate and adequate measures to pre

vent drainage of Unitized Substances from Unitized Land by wells on land not 

subject to this agreement. 

22. DRILLING OTHER THAN TO UNITIZED FORMATIONS 

In the d r i l l i n g of any well after the effective date hereof to a zone 

or strata underlying the Unitized Formation, sufficient casing or other means 

as may be approved by the Working Interest Owners shall be uti l i z e d to properly 

seal off and protect the Unitized Formation. 

23. LEASES AND CONTRACTS CONFORMED AND EXTENDED 

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

contracts relating to exploration, d r i l l i n g , development or operation for o i l 

or gas of lands committed to this agreement are hereby expressly modified and 

amended to the extent necessary to make the same conform to the provisions here

of, but otherwise to remain i n f u l l force and effect; and the parties hereto 

hereby consent that the Secretary of the Interior, herein referred to as 
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"Secretary", and the Commissioner shall and each hy his approval hereof, or 

by the approval hereof by his duly authorized representative, does hereby 

establish, al t e r , change or revoke the d r i l l i n g , producing, rental, minimum 

royalty and royalty requirements of Federal and State leases respectively com

mitted hereto and the regulations i n respect thereto to conform said require

ments to the provisions of this agreement, and without l i m i t i n g the generality 

of the foregoing, a l l leases, subleases and contracts are particularly modified 

i n accordance with the following: 

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

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

for development and operation with respect to each and every part or separately 

owned tract subject to this agreement, regardless of whether there is any 

development of any particular part or tract of the Unit Area, notwithstanding 

anything to the contrary i n any lease, operating agreement or other contract by 

and between the parxi.es hereto or their respective predecessors i n interest, 

or any of them. 

(b) D r i l l i n g and producing operations including secondary recovery 

operations performed hereunder upon any tract of Unitized Land w i l l be accepted 

and deemed to be performed upon and for the benefit of each and every Tract of 

Unitized Land, and no lease shall be deemed to expire by reason of failure to 

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

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

lands pursuant to direction or consent of the Commissioner or the Secretary 

(or their duly authorized representative) shall be deemed to constitute such 

suspension pursuant to such direction or consent as to each and every Tract 

of Unitized Land. 

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

d r i l l i n g , development or operation for o i l or gas of lands other than those of 

the United States committed to this agreement which, by i t s terms, might expire 

prior to the termination of this agreement, is hereby extended beyond any such 

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

for and during the term of this agreement. 

ment is governed by the follcwing provision i n the fourth paragraph of Sec. 17(j, 
of the Mineral Leasing Act, as amended by the Act of September? 2, i960 ( j h Stat. 
781-7G4) s "Any ̂ Federal?" lease heretofore or hereafter committed to any such 
/~~unit_7 plan embracing lands that are i n part within and i n part outside of the 
area covered by any such plan shall be segregated into separate leases as to the 
lands committed and the lands not committed as of the effective date of unitiza
t i o n ; Provided, however, That any such lease as to the nonunitized portion shall 
continue i n force and effect for the term thereof but not less than two years 
from the date of such segregation and so long thereafter as o i l or gas i s pro
duced i n paying quantities." 



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

only a portion of i t s lands committed hereto shall he segregated as to that 

portion committed and that portion not committed, and the terms of such lease 

shall apply separately to such segregated portions commencing as of the effective 

date hereof, provided, however, that notwithstanding any of the provisions of 

this agreement to the contrary, such lease shall continue i n f u l l force and 

effect beyond the term provided therein as to a l l lands embraced i n such lease 

i f o i l or gas i s , or has heretofore been, discovered i n paying quantities on 

some part of the lands embraced i n such lease committed to this agreement, or, 

so long as a portion of the Unitized Substances produced from this Unit Area i s , 

under the terms of this agreement, allocated to the portion of the lands covered 

by such lease committed to this agreement, or at any time during the term here

of, as to any lease that is then valid and subsisting and upon which the lessee 

or the Unit Operator i s then engaged i n bona fide d r i l l i n g , reworking or pres

sure maintenance operations on any part of the lands embraced i n such lease, 

then the same as to a l l lands embraced therein shall remain i n f u l l force and 

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

result i n the production of o i l or gas, said lease shall continue i n f u l l force 

and effect as to a l l of the lands embraced therein, so long thereafter as o i l 

or gas i n paying quantities is being produced from any portion of said lands. 

2k. 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 hereto and their suc

cessors i n interest u n t i l this agreement terminates, and any grant, transfer 

or conveyance of interest i n land or leases subject hereto shall be and hereby 

is conditioned upon the assumption of a l l privileges and obligations hereunder 

by the grantee, transferee or other successor i n interest. No assignment or 

transfer of any working interest subject hereto shall be binding upon the Unit 

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

furnished with the original, photostatic or certified copy of the instrument 

of transfer; and no assignment or transfer of any royalty interest shall be 

binding upon the Working Interest Owner responsible therefor u n t i l the f i r s t 

day of the calendar month after said Working Interest Owner i s furnished with 

the original, photostatic or certified copy of the instrument of transfer. 

25. EFFECTIVE DATE AND TERM 

This agreement shall become effective upon approval by the Commissioner 



and the Director or their duly authorized representative, as of the f i r s t day 

of the month following the date of approval by the Director, and shall remain 

i n effect so long as Unitized Substances can be produced from the Unitized Land 

in paying quantities, i.e., i n this particular instance, i n quantities sufficient 

to pay for the cost of producing same, and, should production cease, so long 

thereafter as diligent operations are i n progress for the restoration of pro

duction and so long thereafter as such Unitized Substances can be produced as 

aforesaid. This agreement shall remain i n effect during any period of suspen

sion as provided for i n Section 23(c) hereof. 

This agreement may be terminated at any time by at least two or more 

Working Interest Owners whose voting interests aggregate not less than ninety 

per cent (90$), subject to the approval of the Commissioner and the Director; 

notice of any such approval shall be given by Unit Operator to a l l parties hereto. 

26. RATE OF PRODUCTION 

The Director is hereby vested with authority to alter or modify from 

time to time i n his discretion the quantity and rate of production under this 

agreement when such quantity and rate is not fixed pursuant to Federal or State 

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

program, which is established, recognized, and generally adhered to by the 

majority of operators i n such State, such authority being hereby limited to 

alteration or modification i n the public interest, the purpose thereof and the 

public interest to be served thereby to be stated i n the order of alteration or 

modification. Without regard to the foregoing, the Director is also hereby 

vested with authority to alter or modify from time to time i n his discretion the 

rate of prospecting and development and the quantity and rate of production under 

this agreement when such alteration or modification is i n the interest of attain

ing the conservation objectives stated i n this agreement and is not i n violation 

of any applicable Federal or State law. 

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

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

than 15 days from notice. 

27. APPEARANCES 

Unit Operator shall, after notice to other parties affected, have the 

right to appear for or on behalf of any and a l l interests affected hereby before 

the Department of the Interior, the Commissioner of Public Lands and the New 

Mexico Oil Conservation Commission and to appeal from orders issued under the 



regulations of said Department, Commissioner or Commission or to apply for r e l i e f 

from any of said regulations or i n any proceedings relative to operations before 

the Department, Commissioner or Commission, or other legally constituted authority; 

provided, however, that any other interested party shall also have the right at 

his or i t s own expense to be heard i n any such proceeding. 

28. NOTICES 

A l l notices, demands or statements required hereunder to be given or 

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

and personally delivered to the party or sent by postpaid, registered or c e r t i 

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

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

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

to party sending the notice, demand or statement. 

29. NO WAIVER OF CERTAIN RIGHTS 

Nothing i n this agreement contained shall be construed as a waiver by 

any party hereto of the right to assert any legal or constitutional right or 

defense as to the v a l i d i t y or in v a l i d i t y of any law of the State wherein said 

Unitized Land i s located or of the United States, or regulations issued there

under i n any way affecting such party, or as a waiver by any such party of any 

right beyond his or i t s authority to waive; provided, however, that each party 

hereby covenants that during the existence of this agreement, i t w i l l not resort 

to any action to p a r t i t i o n the Unit Area or unit equipment and to that extent 

waives the benefits of a l l laws authorizing such pa r t i t i o n . 

30. UNAVOIDABLE DELAY 

A l l obligations under this agreement requiring the Unit Operator to com

mence or continue d r i l l i n g or to operate on or to produce Unitized Substances 

from any of the .lands covered t y this agreement shall be suspended while, but 

only so long as, the Unit Operator, despite the exercise of due care and d i l i 

gence, i s prevented from complying with such obligations, i n whole or i n part, 

by strikes, acts of God, Federal, State or municipal law or agencies, unavoid

able accidents, uncontrollable delays i n transportation, i n a b i l i t y to obtain 

necessary materials i n open market, or other matters beyond the reasonable con

t r o l of the Unit Operator, whether similar to matters herein enumerated or not. 

31. NONDISCRIMINATION 

In connection with the performance of work under this agreement, Unit 

Operator agrees to comply with the nondiscrimination provisions of Sec. 3 0 l ( l ) -
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(?) of Executive Order 10925 (26 F.R. 1977), which are hereby incorporated "by 

reference to this agreement. 

32. LOSS OF TITLE 

In the event t i t l e to any Tract of Unitized Land shall f a i l so as to 

render such Tract inoperable under this agreement, and the true owner cannot 

be induced to joi n i n this Unit Agreement, such Tract shall be automatically 

regarded as not committed hereto and there shall be such readjustment of future 

costs and benefits as may be required on account of the loss of such t i t l e or 

the surrender of such lease. In the event of a dispute as to the t i t l e to any 

royalty, working interest or other interest subject thereto and i n the absence 

of a written agreement providing for the disposition of the proceeds between 

the parties to the dispute, payment or delivery on account thereof may be with

held without l i a b i l i t y for interest u n t i l the dispute i s f i n a l l y settled, pro

vided that as to Federal and State land no payment of funds due the United 

States or the State shall be withheld but such funds shall be deposited as 

directed by the Supervisor or the Commissioner, respectively, to be held as 

unearned money pending f i n a l settlement of the t i t l e dispute, and then applied 

as earned or returned i n accordance with the f i n a l settlement. 

Unit Operator, as such, i s relieved from any responsibility for any 

defect or failure of any t i t l e hereunder. 

In order to avoid t i t l e failures vfcich might incidentally cause the 

t i t l e to a Working Interest or interests to f a i l , the owners of (a) the sur

face rights to lands lying within the Unit Area, (b) severed minerals or 

royalty interests i n said lands, and (c) improvements located on said land but 

not ut i l i z e d for unit operations, shall individually be responsible for the 

rendition and assessment, for ad valorem tax purposes, of a l l such property, 

and for the payment of such taxes, except as otherwise provided i n any contract 

or agreement between such owners and a Working Interest Owner or owners or i n 

the Unit Operating Agreement. I f any ad valorem taxes are not paid by such 

owners responsible therefor when due, the Unit Operator, subject to the approval 

of the Working Interest Owners, may, at any time prior to tax sale, pay the same, 

redeem such property, and discharge such tax liens as may arise through non

payment. In the event the Unit Operator makes any such payment or redeems any 

such property from tax sale, the Unit Operator shall be reimbursed therefor by 

the Working Interest Owners i n proportion to their respective percentages of 

participation; and the Unit Operator shall withhold from the proceeds otherwise 



due to said delinquent taxpayer or taxpayers an amount sufficient to defray 

the costs of such payment or redemption, such withholdings to he distributed 

among the Working Interest Owners i n proportion to their respective contribut

ions toward such payment or redemption. 

33. NON-JOINDER AND SUBSEQUENT JOINDER 

I f the owner of any interest i n a Tract within the Unit Area f a i l s or 

refuses to subscribe or consent i n writing to this agreement, such Tract shall 

not be deemed committed to this agreement unless such Tract may be and is 

qualified as provided i n Section l k , Tracts Qualified for Unit Participation, 

hereof. Joinder i n the Unit Agreement by a Working Interest Owner, at any time, 

must be accompanied by appropriate joinder to the Unit Operating Agreement i n 

order for the interest to be regarded as effectively committed to this Unit 

Agreement. Joinder by any owner of a royalty interest, at any time, must be 

accompanied by appropriate joinder by the owner of the corresponding working 

interest i n order for the interest to be regarded as committed hereto. 

Any o i l or gas interest i n the Unitized Formation i n lands within the 

Unit Area not committed hereto prior to f i n a l approval of this agreement by 

the Director may thereafter be committed hereto upon compliance with the ap

plicable provisons of Section l k , Tracts Qualified for Unit Participation, 

hereof, at any time up to the effective date hereof and for a period of six 

(6) months thereafter, on the same basis of participation as provided for i n 

Section 13, Tract Participation, by the owner or owners thereof subscribing or 

consenting i n writing to this agreement and, i f the interest is a working inter

est, by the owner of such interest subscribing also to the Unit Operating 

Agreement. 

I t is understood and agreed, however, that after six (6) months from 

the effective date hereof, the right of subsequent joinder as provided i n this 

section shall be subject to such requirements or approvals and on such basis 

as may be agreed upon by the Working Interest Owners. Such joinder by a Work

ing Interest Owner must be evidenced by his execution or r a t i f i c a t i o n of this 

Unit Agreement and the Unit Operating Agreement. Such joinder by a Royalty 

Owner must be evidenced by his execution or r a t i f i c a t i o n of this Unit Agreement 

and must be consented to i n writing by the Working Interest Owner responsible 

for the payment of any benefits that may accrue hereunder i n behalf of such 

Royalty Owner. Except as may be otherwise herein provided, subsequent joinders 

to this agreement, as to Tracts within the Unit Area, shall be effective as of 
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the f i r s t day of the month following the approval thereof by the Commissioner 

and the Director or the Supervisor. 

34. EXECUTION AND COUNTERPARTS 

This agreement may be executed i n any number of counterparts, no one 

of which needs to be executed by a l l parties, or may be r a t i f i e d or consented 

to by separate instrument i n writing specifically referring hereto, and shall 

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

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

had signed the same documents 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 abc*re 

described Unit Area; provided that i f this agreement has not been approved prior 

to December 31, 19-63, shall thereupon expire and be of no further force and 

effect. 

35. TAXES 

The Working Interest Owners shall render and pay for their account and 

the account of the royalty owners a l l valid taxes on or measured by the Unitized 

Substances i n and under or that may be produced, gathered and sold from the land 

subject to this contract after the effective date of this agreement, or upon 

the proceeds or net proceeds derived therefrom. The Working Interest Owners 

on each Tract shall and may charge the proper proportion of said taxes to the 

royalty owners having interests i n said Tract, and may currently retain and 

deduct sufficient of the Unitized Substances or derivative products or net pro

ceeds thereof from the allocated share of each royalty owner to secure reimburse

ment for the taxes so paid. No such taxes shall be charged to the United States 

or the State or any lessor who has a contract with his lessee which requires the 

lessee to pay such taxes, 

36. CONFLICT OF SUPERVISION 

Neither the Unit Operator nor the Working Interest Owners or any of them 

shall be subject to any forfeiture, termination or expiration of any rights 

hereunder or under any leases or contracts subject hereto, or to any penalty or 

l i a b i l i t y on account of delay or failure i n whole or i n part to comply with any 

applicable provisions thereof to the extent that the said Unit Operator, Working 

Interest Owners, or any of them, are hindered, delayed or prevented from comply

ing therewith by reason of the failure of the Unit Operator to obtain, i n the 

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



United States and proper representatives of the State of Hew Mexico i n and 

about any matters of things concerning which i t i s required herein that such 

concurrence be obtained. 

37. NO PARTNERSHIP 

I t i s expressly agreed that the relation of the parties hereto is that 

of independent contractors, and nothing i n this agreement contained, express or 

implied, or any operations conducted hereunder, shall create or be deemed to 

have created a partnership or association between the parties hereto, or any 

of them. 

38. BORDER AGREEMENTS 

Subject to the approval of the Supervisor and Commissioner, the Unit 

Operator, with approval of the Working Interest Owners owning at least seventy-

five per cent (75$) of the voting interest, may enter into a border-protecting 

agreement or agreements with the working interest owners of adjacent lands 

along the exterior boundary of the Unit Area with respect to the operations i n 

the border area for the maximum ultimate recovery, conservation purposes and 

proper protection of the parties and interests. 

39. MATHEMATICAL ERRORS 

I t is hereby agreed by a l l parties to this agreement that the Unit 

Operator i s empowered to correct any mathematical or cle r i c a l errors which may 

exist i n the pertinent exhibits to this agreement; profided, however, that cor

rection of any error other than mathematical or cleri c a l shall be made by the 

Unit Operator only after f i r s t having obtained approval of the Working Interest 

Owners, the Commissioner and the Supervisor. 

be executed as of the date f i r s t above written, and set opposite their 

respective names the date of execution and the address of each of the respective 

executing parties. 

IN WITNESS WHEREOF, the parties hereto have caused this agreement to 

Unit Operator and Working Interest Owner 

ATTEST: AZTEC OIL & GAS COMPANY 

Address: 920 Mercantile Securities Bldg 
Dallas 1. Texas 



Working Interest Owners 

POMEROY SMITH 59, LTD.. A 
PARTNERSHIP 

^ General PaVtiier 

Date: ^ -e^M^<wv^ I , f 1 (, 

M d r e s s : n * t Q ( ^ f l h f k f i u m ) $ J u P\ICUL. • 

R. SEARLE McGRATH NO. 1 , LTD., 
A PARTNERSHIP 

By / f . /MJ &y^^A. 
General Partner 

D a t e • - r J ^ ^ ^ <>v 

A d d r e s s : /A//? fl/^y 

D a t e ; ^ " - r ^ r ^ ^ - ^ I , (<tl3 

Address: ft „ ftl'dlx^, T f c y / . & » ~ & 

STATE OF TEXAS ) 
) SS 

COUNTY OF DALLAS ) 

On this c r 5 ~ ^ day of ^^S^c^<^^ , 19&2, before me appeared Quilman 
B. Davis, to me personally known, who, being by me duly sworn, did say that he 
is the Vice President of AZTEC OIL & GAS COMPANY and that the seal affixed to 
the foregoing instrument is the corporate seal of said corporation and that said 
instrument was signed and sealed in behalf of skid corporation by authority of 
i t s Board of Directors, and said Quilman B. Davis acknowledged said instrument 
to be the free act and deed of said corporation. 

Notary Public in and for" 
Dallas County, Texas 

My Commission Expires: 

June 1. lo^? 



STATE OF \ -eA}(M ) 
) SS 

COUNTY OF \ J b M s ^ J l ) 

On this day of i ^ f f s t * ^ - ^ , 19̂ §, bef ore me personally ap
peared POMEROY SMITH, to me knowntcibe the person described in and who 
executed the foregoing instrument and acknowledged that he executed the same 
as his free act and deed and in the capacity therein stated. 

County, j, €4<L/j 

My Canmission Expires: 

L Lb z 

STATE CF T t A b ^ ) 
)) SS 

COUNTY OF UAJL&UJP ) 

On this day of bfcĴ TM.*̂  > 196§, before me personally appeared 
R. SEARLE McGRATH, to me known to be the person described in and who executed 
the foregoing instrument and acknowledged that he executed the same as his free 
acr and deed and in the capacity therein stated. 

V X x d O ^ County, T^M&j 

My Commission Expires: 

ID - I - b 8 

STATE OF \?Ak^ ) 
T~~ ) ss 

COUNTY OF VUc^P *LU$ ) 

On this day of ĵ ,gj3ru&tf-M , 19<%, before me personally appeared 
OSCAR BOURG and j-^^^^--<-< BOURG, his wife, to me known to be the persons 
described in and who executed the foregoing instrument and acknowledged that 
they executed the same as their free act and deed. 

. - -r 

Notary Public in and for 

UlAPau^d County, TtAo^ 

My Commission Expires: 
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NM-0969 
NM-016804 

STATE LEASES IN UNIT 
E-7177 
E-8233 
0G-5939 

LEGEND 

0 TRACT NUMBERS 

iiiliiilliiliiiii UNIT BOUNDARY 
TRACT BOUNDARY EXHIBIT "A" 

AZTEC ROBINSON WATER FLOOD 

UNIT AREA 

LEA a EDDY COUNTIES, NEW MEXICO 

SCALE /"* 1000' 
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(G) (UJ If 11 

31, 1962 0 A 

Mr, A m M, Dwratt, J r . , Attorney 
Baw Marino Oil f?mwitT*y»t1/ao fit—1 anion 
P. 0. Box 87I 
Seat* Fo, Nev Mexioo 

Be: Artec's A b lest ion for approval of the 
Ifextt .%i •iiiii iH pertaining to the Aztec-
Ro-biaeec lerterllood Ifait 

Dear Jia: 

Saalosad am thraa oopiee of ©ur a§§31tiiftteQ for tba approval of tha tfait 
Ajjreenaent pertaining to tha Artaê Jtohlneon Waterflood. Unit. I f i t Is ia 
order, we vould awieelaU bsr£q| thia application aat for hearing before 
an ttaaBKtnar la tha lettex part ot Jastmy* % that tiae we anticipate 
-̂̂ fci»̂ (̂ â̂  P̂B-̂ lp̂ -̂ â îlâ Krâ EHftSâ ^̂  ^i^pJPPaJ^P^fc3e* ^̂ 3a, âL'̂ a> r̂lrlKŜ ^B^ ^rNBlJ-JSi 3̂̂ r&̂ i5̂ K!e\33rl9a3̂  *̂fĉ rJ»̂ fc €»r̂ Ha?-̂ ra5̂ (î  Ĥ̂ S* ^fiS^S 

Land Cfrwartaalflatar and frcai tbe Oatta* Stataa Geological 8urv?>y. In 
addition, we aayeat that a l l voafel&g iatacraat owners hy that t ls» v i l l 
bare OTwafcad the Obit Agraaaamt. 

fhask you foa* your aaalstAaae. With hast personal wishes, 

YOUTB very truly, 

ORIGINAL SIGNED BV 
KENNETH A. SWANSQN 

KAS/lf 

JSnolosuras 



GOVERNOR 

J A C K M. C A M P B E L L 
CHAIRMAN 

<fcsfc of Jfcfo ,ffi*xka 

©tl (ttonfier&attmt Commission 

AND COMMISSIONER 
S. JOHNNY WALKER 

MEMBER 
P. O. BOX B71 

SANTA F E 

February 1, 1963 

STATE BEOLOBIBT 
A. L. PORTER, JR. 

SECRETARY - DIRECTOR 

Mr. Richard Morris 
Seth, Montgomery, Federici 
Andrews 
Attorneys at Law 
Post Office Box 828 
Santa Fe, Hew Mexico 

Dear Sirs 

Res Case No. 2734 

Order No. R-2417 

Applicants 

Aztec Oil & Gas Company 

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

Very truly yours, 

A. L. PORTER, Jr. 

Secretary-Director 

i r / 

Carbon copy of order also sent to: 

Hobbs OCC x 

Artesia OCC x 

Astec OCC 



OIL CONSERVATION COMMISSION 
P. O. B O X 8 7 1 

SANTA F E , NEW MEXICO 

June 6, 1963 

Aztec Oil & Qas Company 
920 Mercantile Securities Bldg. 
Dallas 1, Texas 

Attentions Mr. Prentice Watts 

lei Plan of Operation 
Aztec-Robinson Mater 
flood Unit, Sddy and 
Lea Counties, Hew Mexico 

Gentlement 

This i s to advise that the New Mexico Oil Conservation 
Commission has this date approved the Plan of Operation, 
dated February 22, 1963, for the Aztec-Robinson Waterflood 
Unit, sddy and Lea Counties, Mew Mexico, subject to like 
approval by the United states Geological Survey and the 
Commissioner of Public Lands of the State of Hew Mexico. 

Two approved copies of the plan are returned here
with. 

Very truly yours, 

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

ALP/JMC/ig 
cct Commissioner of Public Lands 

Santa Fe, New Mexico 

United States Geological survey 
Roswell, Hew Mexico 



scswar l#S7 
Koewall, saw Maxico 

• 1 Afrll 17. lt*3 

Aat** (Hi an* flea Cuaaeny 
tte Maraantila la«triti«« BwlldU* 
Bailee 1, T U M 

Attention! Mr. fraotle* Mite* 

QeacleMfexii 

Xtmx initial plea @f < w l if—Mi estea February 22, it#$, 
eo*ariaa aataaaaty tseowry eeeratlona for taa Atta* -
•oaiaaoa attic araa. Seay aai lam Countiaa, Haw Mexieo, aaa 
eeea apyruwai «a thia este ewejeet to lite approval by 
taa aaaguprlats Stat* offieial*. 

Oaa apero»ad ee*? of taa plan la easlaaee. 

Vary truly youra, 

(Orig.Sgd.) CARL C. TRAYWICK 

GAfX 6. TBAYWIC* 
Acelag Oil and Oaa feteerviaar 

Copy to: Utshingtcm (w/cy of plan) 
Artesia (w/cy of plan) 
NMOCC - Santa Fa (ltr. only) -
Com. of Pub. Land* - facta Fe (ltr. only) 



February 28, 1963 

Aztec Oil & Gas Company 
920 Mercantile Securities Building 
Delia* 1, Texas 

Bet Flan of Operation 
Aztec-Robinson Water-
flood Unit, Eddy and 
Lea Counties,New Mex. 

Attentions Mr. Prentice Watts 

Gentlemen* 

Tne Commissioner of Public Lands approves your 
Plan of Operation for the Aztec-Robinson Waterflood Unit 
Area, This Plan of Operation i s required under Section 
12 of &e Unit Agreement, 

This office has not as ef this date received 
verification of approval by the United States Geo
logical Survey. 

We are enclosing one approved copy of this Plan. 

Very truly yours, 

S. S. Jolmny Walker 
COMMXSSXOWSR OF PUBLIC LAMPS 

BYt 
(Mrs.) Marian M. Rhea 
Supervisor, Unit Division 

BSW/amr/e 
enclt United States Geological Survey 
cot Roswell, Mew Mexico 

Oil Conservation Commission 
Santa Fe, Mew Mexico 



A*T*< Oil $ <rAi <OtA>AHY 
9 2 0 MERCANTILE SECURIT IES BLDG 

DALLAS. 1pfEJ<AS 

P R E N T I C E R. W A T T S , J R . 

G E N E R A L S U P E R I N T E N D E N T 

February 22, 1963 

Re: Plan of Operation 
Aztec-Robinson Waterflood Unit 
Eddy and Lea Counties, 
New Mexico 

Director 
United States Geological Survey 
Post Office Drawer 1857 
Roswell, New Mexico 

Commissioner of Public Lands 
State of New Mexico 
Capitol Annex Building 
Santa Fe, New Mexico 

O i l Conservation Commission 
State of New Mexico 
Capitol Annex Building 
Santa Fe, New Mexico 

Gentlemen: 

Pursuant to Section 12 of the Unit Agreement f o r the Develop
ment and Operation of the Aztec-Robinson Waterflood Unit Area, Aztec 
O i l and Gas Company, as u n i t operator, respectively submits f o r your 
approval the following plan of operation f o r the subject u n i t . 

1. The Aztec-Robinson "Waterflood Unit plans to i n s t i t u t e a 
water i n j e c t i o n project within the u n i t area at the 
ea r l i e s t possible date. 

2. This waterflood project w i l l be operated i n accordance 
with rules and regulationsof the New Mexico O i l Conser
vation Commission and the O i l Commission Order R-230^-A, 
dated November 21, 1962. 

3. The following wells w i l l be converted from a producing 
status to a water i n j e c t i o n status: 

Aztec O i l & Gas Company #1 Brinson Federal "R" 
SE NW Section 31-T16S-R32E 

Aztec O i l & Gas Company #3 Brinson Federal "R" 
NW NE Section 31-T16S-R32E 

Aztec O i l & Gas Company #1 3tate"RC" 
NW SW Section 31-Tl6S-fi32E 

Aztec O i l & Gas Company #3 State "RC' 
SE SE Section 36-T16S-R31E 
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WATER INJECTION SYSTEM 
Feburary, 1963 
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February 19, IMS 

A* tec Oil * mm Company 
MO Mercantile Securities Building 
Dallas 1, Tcxaa 

Met Aatac-Bobinaoo Halt 
Lea and Sddy Counties, 
Mav Maxico 

Attentions Mr. Kenneth A* Swansea 

Osntleaent 

Taa Coaaaiaaloaer of Public Landa haa approved 
tb* Aatoc-Bobineon Waterflood Halt, Laa aad Sddy 
Counties, Maw Maxico, aa of February 18, 1*43, 
aubject to like approval by the Baited States 
Oeological Survey. 

May ve have a copy of tae Hatted states 
Oeologlaal Survey Approval, when such is received? 

Ms also request that we be informed of aay 
changes ia the well designations aad we require 
the Operator te xuraieh us a Monthly Operator *s 
Beport together with a copy of the oi l Conservation 
Commission fern A-115. 

Ms are enclosing eight originally signed 
Certificates of Approval* 

Also enclosed is oar offioial receipt ia tae 
amount of fifteen (§13.00) doUars which o m n tae 

ŝ̂ â âVâ f̂ if^aWU a) 



Afttec #41 • Oae Company 
tie) Mercantile Securities Building 
Bellas 1, Texas 
»*jfe 1 

Very truly yours, 

B. Johnny Malfter 
COMMZBSXOMMB OF 91SB&XC LAMBS 

BYl 
(Mrs.) Marian M. Bhea 
Supervisor, unit Division 

BMW/mmr/e 
encli United States Geological Survey 
cop Bo swell. Mew Mexico 

Oil Conservation Commission 
Santa fe. Mew Mexico 


