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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 

OF THE 
VACA DRAW UNIT AREA 

COUNTY OF LEA 
STATE OF NEW MEXICO 

NO. 

1 THIS AGREEMENT, entered i n t o as of the 10th day of 1 

2 March, 1971, by and between the p a r t i e s s u b s c r i b i n g , r a t i - 2 

3 f y i n g , or consenting hereto, and h e r e i n r e f e r r e d t o as the 3 

4 " p a r t i e s hereto," 

5 W I T N E S S E T H : 5 

6 WHEREAS, the p a r t i e s hereto are the owners of working, 6 

7 r o y a l t y , or other o i l and gas i n t e r e s t s i n the u n i t area subject 7 

8 t o t h i s agreement; and 8 

9 WHEREAS, the Mineral Leasing Act of February 25, 1920, 9 

10 41 S t a t . 437, as amended, 30 U. S. C. Sees. 181 e t seq., author- 10 

11 izes Federal lessees and t h e i r r e p r e s e n t a t i v e s t o u n i t e w i t h 11 

12 each other, or j o i n t l y or separately w i t h others, i n c o l l e c - 12 

13 t i v e l y adopting and operating a cooperative or u n i t plan of 13 

14 development or operation of any o i l or gas pool, f i e l d , or l i k e 14 

15 area, or any p a r t thereof f o r the purpose of more p r o p e r l y con- 15 

16 serving the n a t u r a l resources t h e r e o f whenever determined and 16 

17 c e r t i f i e d by the Secretary of the I n t e r i o r t o be necessary or 17 

18 advisable i n the p u b l i c i n t e r e s t ; and 18 

19 WHEREAS, the Commissioner of Public Lands of the State 19 

20 of New Mexico i s authorized by an Act o f the L e g i s l a t u r e (Sec. 20 

21 7-11-39 N.M. Statutes 1953 Annotated) t o consent t o or approve 21 

22 t h i s agreement on behalf of the State o f New Mexico, i n so f a r 22 

23 as i t covers and includes lands and mineral i n t e r e s t s of the 23 

24 State of New Mexico; and 24 



1 WHEREAS, the O i l Conservation Commission of the State 1 

2 of New Mexico i s authorized by an Act of the L e g i s l a t u r e (Chapter 2 

3 72, Laws o f 1935, as amended by Chapter 193, Laws of 1937, 3 

4 Chapter 166, Laws of 1941, and Chapter 168, Laws of 1949) t o 4 

5 approve t h i s agreement and the conservation p r o v i s i o n s hereof; 5 

6 and 6 

7 WHEREAS, the p a r t i e s hereto h o l d s u f f i c i e n t i n t e r e s t s i n 7 

8 the Vaca Draw U n i t Area covering the land h e r e i n a f t e r described 8 

9 t o 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 9 

10 WHEREAS, i t i s the purpose of the p a r t i e s hereto t o 10 

11 conserve n a t u r a l resources, prevent waste, and secure other ben- 11 

12 e f i t s obtainable through development and operation o f the area 12 

13 subject t o t h i s agreement under the terms, c o n d i t i o n s , and l i m i t a - 13 

14 t i o n s h e r e i n set f o r t h ; 14 

15 NOW, THEREFORE, i n co n s i d e r a t i o n of the premises and the 15 

16 promises herein contained, the p a r t i e s hereto commit t o t h i s 16 

17 agreement t h e i r r e s p e c t i v e i n t e r e s t s i n the below-defined u n i t 17 

18 area, and agree s e v e r a l l y among themselves as f o l l o w s : 18 

19 1. ENABLING ACT AND REGULATIONS. The Miner a l Leasing Act of 19 

20 February 25, 1920, as amended, supra, and a l l v a l i d p e r t i n e n t 20 

21 r e g u l a t i o n s , i n c l u d i n g operating and u n i t plan r e g u l a t i o n s , here- 21 

22 t o f o r e issued thereunder or v a l i d , p e r t i n e n t , and reasonable 22 

23 r e g u l a t i o n s h e r e a f t e r issued thereunder are accepted and made a 23 

24 p a r t of t h i s agreement as t o Federal lands, provided such r e g u l a - 24 

25 t i o n s are not i n c o n s i s t e n t w i t h the terms of t h i s agreement; and 25 

26 as t o State of New Mexico lands, the o i l and gas operating regu- 26 

27 l a t i o n s i n e f f e c t as of the e f f e c t i v e date hereof governing 27 

28 d r i l l i n g and producing operations, not i n c o n s i s t e n t w i t h the terms 28 

29 hereof or the laws of the State of New Mexico are hereby accepted 29 

30 and made a p a r t of t h i s agreement. 30 

31 2. UNIT AREA. The area s p e c i f i e d on the map attached hereto 31 
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1 marked E x h i b i t "A" i s hereby designated and recognized as c o n s t i - 1 

2 t u t i n g the u n i t area, c o n t a i n i n g 7,680 acres, more or l e s s . 2 

3 E x h i b i t "A" shows, i n a d d i t i o n t o the boundary of the u n i t 3 

4 area, the boundaries and i d e n t i t y of t r a c t s and leases i n s a i d 4 

5 area t o the extent known t o the U n i t Operator. E x h i b i t "B" 5 

6 attached hereto i s a schedule showing t o the extent known t o the 6 

7 U n i t Operator the acreage, percentage, and k i n d o f ownership of 7 

8 o i l and gas i n t e r e s t s i n a l l land i n the u n i t area. However, 8 

9 nothing herein or i n said schedule or map s h a l l be construed as a 9 

10 r e p r e s e n t a t i o n by any p a r t y hereto as t o the ownership of any 10 

11 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 i n 11 

12 said map or schedule as owned by such p a r t y . E x h i b i t s "A" and "B" 12 

13 s h a l l be r e v i s e d by the U n i t Operator whenever changes i n the u n i t 13 

14 area render such r e v i s i o n necessary, or when requested by the O i l 14 

15 and Gas Supervisor, h e r e i n a f t e r r e f e r r e d t o as "Supervisor", or 15 

16 when requested by the Commissioner of Public Lands of The State 16 

17 of New Mexico, h e r e i n a f t e r r e f e r r e d t o as "Land Commissioner", and 17 

18 not less than f i v e (5) copies of the r e v i s e d e x h i b i t s s h a l l be 18 

19 f i l e d w i t h the Supervisor, and two (2) copies t h e r e o f s h a l l be 19 

20 f i l e d w i t h The Land Commissioner and one (1) copy w i t h The New 20 

21 Mexico O i l Conservation Commission, h e r e i n a f t e r r e f e r r e d t o as 21 

22 "Conservation Commission". 22 

23 The above-described u n i t area s h a l l when p r a c t i c a b l e be 23 

24 expanded t o include t h e r e i n any a d d i t i o n a l lands or s h a l l be con- 24 

25 t r a c t e d t o exclude lands whenever such expansion or c o n t r a c t i o n 25 

26 i s deemed t o be necessary or advisable t o conform w i t h the pur- 26 

27 poses of t h i s agreement. Such expansion or c o n t r a c t i o n s h a l l be 27 

28 e f f e c t e d i n the f o l l o w i n g manner: 28 

29 (a) U n i t Operator, on i t s own motion or on demand of the 29 

30 D i r e c t o r of the Geological Survey, h e r e i n a f t e r r e f e r r e d t o as 30 

31 " D i r e c t o r " , or on demand o f The Land Commissioner, but onl y a f t e r 31 
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1 p r e l i m i n a r y concurrence by the D i r e c t o r and The Land Commis- 1 

2 sioner, s h a l l prepare a n o t i c e o f proposed expansion or contrac- 2 

3 t i o n d e s c r i b i n g the contemplated changes i n the boundaries of 3 

4 the u n i t area, the reasons t h e r e f o r , and the proposed e f f e c t i v e 4 

5 date t h e r e o f , p r e f e r a b l y the f i r s t day of a month subsequent t o 5 

6 the date of n o t i c e . 6 

7 (b) Said n o t i c e s h a l l be d e l i v e r e d t o the Supervisor, the 7 

8 Land Commissioner and the Conservation Commission and copies 8 

9 thereof mailed t o the l a $ t known address of each working i n t e r e s t 9 

10 owner, lessee, and lessor whose i n t e r e s t s are a f f e c t e d , a d v i s i n g 10 

11 t h a t 30 days w i l l be allowed f o r submission t o the U n i t Operator 11 

12 of any o b j e c t i o n s . 12 

13 (c) Upon e x p i r a t i o n of the 30-day p e r i o d provided i n the 13 

14 preceding item (b) hereof, U n i t Operator s h a l l f i l e w i t h the 14 

15 Supervisor, Land Commissioner and Conservation Commission e v i - 15 

16 dence of m a i l i n g of the n o t i c e of expansion or c o n t r a c t i o n and 16 

17 a copy of any o b j e c t i o n s t h e r e t o which have been f i l e d w i t h the 17 

18 U n i t Operator, together w i t h an a p p l i c a t i o n i n s u f f i c i e n t number, 18 

19 f o r approval of such expansion or c o n t r a c t i o n and w i t h appro- 19 

20 p r i a t e j o i n d e r s . 20 

21 (d) A f t e r due co n s i d e r a t i o n of a l l p e r t i n e n t i n f o r m a t i o n , 21 

22 the expansion or c o n t r a c t i o n s h a l l , upon approval by the Super- 22 

23 v i s o r , the Land Commissioner and the Conservation Commission, 23 

24 become e f f e c t i v e as of the date pr e s c r i b e d i n the n o t i c e t h e r e o f . 24 

25 (e) A l l l e g a l subdivisions of lands ( i . e . , 40 acres by 25 

26 Government survey or i t s nearest l o t or t r a c t e q u i v a l e n t ; i n 26 

27 instances of i r r e g u l a r surveys unusually large l o t s or t r a c t s 27 

28 s h a l l be considered i n m u l t i p l e s of 40 acres or the nearest 28 

29 a l i q u o t equivalent t h e r e o f ) , no p a r t s of which are e n t i t l e d t o 29 

30 be i n a p a r t i c i p a t i n g area on or before the f i f t h anniversary o f 30 

31 the e f f e c t i v e date of the f i r s t i n i t i a l p a r t i c i p a t i n g area 31 
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1 e s t a b l i s h e d under t h i s u n i t agreement, s h a l l be e l i m i n a t e d 1 

2 a u t o m a t i c a l l y from t h i s agreement, e f f e c t i v e as of s a i d f i f t h 2 

3 anniversary, and such lands s h a l l no longer be a p a r t o f the 3 

4 u n i t area and s h a l l no longer be subject t o t h i s agreement, 4 

5 unless d i l i g e n t d r i l l i n g operations are i n progress on u n i t i z e d 5 

6 lands not e n t i t l e d t o p a r t i c i p a t i o n on s a i d f i f t h anniversary, 6 

7 i n which event a l l such lands s h a l l remain subject hereto f o r so 7 

8 long as such d r i l l i n g operations are continued d i l i g e n t l y , w i t h 8 

9 not more than 90 days' time elapsing between the completion of 9 

10 one such w e l l and the commencement of the next such w e l l . A l l 10 

11 l e g a l s u bdivisions of lands not e n t i t l e d t o be i n a p a r t i c i - 11 

12 p a t i n g area w i t h i n 10 years a f t e r the e f f e c t i v e date of the 12 

13 f i r s t i n i t i a l p a r t i c i p a t i n g area approved under t h i s agreement 13 

14 s h a l l be a u t o m a t i c a l l y e l i m i n a t e d from t h i s agreement as of 14 

15 said t e n t h anniversary. A l l lands proved productive by d i l i - 15 

16 gent d r i l l i n g operations a f t e r the a f o r e s a i d 5-year p e r i o d s h a l l 16 

17 become p a r t i c i p a t i n g i n the same manner as during sa i d 5-year 17 

18 p e r i o d . However, when such d i l i g e n t d r i l l i n g operations cease, 18 

19 a l l n o n p a r t i c i p a t i n g lands s h a l l be a u t o m a t i c a l l y e l i m i n a t e d 19 

20 e f f e c t i v e as of the 91st day t h e r e a f t e r . The u n i t operator 20 

21 s h a l l w i t h i n 90 days a f t e r the e f f e c t i v e date of any e l i m i n a - 21 

22 t i o n hereunder, describe the area so e l i m i n a t e d t o the s a t i s - 22 

2 3 f a c t i o n o f the Supervisor and the Land Commissioner and promptly 2 3 

24 n o t i f y a l l p a r t i e s i n i n t e r e s t . 24 

25 I f c o n d i t i o n s warrant extension of the 10-year p e r i o d 25 

26 s p e c i f i e d i n t h i s subsection 2 ( e ) , a s i n g l e e x t e n s t i o n of not 26 

27 t o exceed 2 years may be accomplished by consent of the owners 2 7 

28 o f 90% o f the working i n t e r e s t s i n the c u r r e n t n o n p a r t i c i p a t i n g 28 

29 u n i t i z e d lands and the owners o f 60% of the basic r o y a l t y 29 

30 i n t e r e s t s (exclusive o f the basic r o y a l t y i n t e r e s t s o f the 30 

31 United States) i n n o n p a r t i c i p a t i n g u n i t i z e d lands w i t h approval 31 

-5-



1 of the D i r e c t o r and the Land Commissioner, provided such exten- 1 

2 sion a p p l i c a t i o n i s submitted t o the D i r e c t o r and the Land 2 

3 Commissioner not l a t e r than 60 days p r i o r t o the e x p i r a t i o n o f 3 

4 said 10-year p e r i o d . 4 

5 Any expansion of the u n i t area pursuant t o t h i s s e c t i o n 5 

6 which embraces lands t h e r e t o f o r e e l i m i n a t e d pursuant t o t h i s 6 

7 subsection 2(e) s h a l l not be considered automatic commitment or 7 

8 recommitment of such lands. 8 

9 3. UNITIZED LAND AND UNITIZED SUBSTANCES. A l l land com- 9 

10 m i t t e d t o t h i s agreement s h a l l c o n s t i t u t e land r e f e r r e d t o here- 10 

11 i n as " u n i t i z e d land" or "land subject t o t h i s agreement". A l l 11 

12 o i l and gas i n any and a i l formations of the u n i t i z e d land are 12 

13 u n i t i z e d under the terms of t h i s agreement and h e r e i n are c a l l e d 13 

14 " u n i t i z e d substances". 14 

15 4. UNIT OPERATOR. American Quasar Petroleum 15 
Co. of New Mexico : i s 

16 hereby designated as Unit- Operator and by signature hereto as 16 

17 U n i t Operator agrees and consents t o accept the d u t i e s and o b l i - 17 

18 gations of U n i t Operator f o r the discovery, development, and 18 

19 production of u n i t i z e d substances as her e i n provided. Whenever 19 

20 reference i s made he r e i n t o the U n i t Operator, such reference 20 

21 means the U n i t Operator a c t i n g i n t h a t capacity and not as an 21 

22 owner of i n t e r e s t i n u n i t i z e d substances, and the term "working 22 

23 i n t e r e s t owner" when used herein s h a l l include or r e f e r t o U n i t 23 

24 Operator as the owner of a working i n t e r e s t when such an i n t e r - 24 

25 est i s owned by i t . 25 

26 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. U n i t Opera- 26 

27 t o r s h a l l have the r i g h t t o r e s i g n a t any time p r i o r t o the 27 

28 establishment of a p a r t i c i p a t i n g area or areas hereunder, but 28 

29 such r e s i g n a t i o n s h a l l not become e f f e c t i v e so as t o release 29 

30 U n i t Operator from the d u t i e s and o b l i g a t i o n s of U n i t Operator 30 

31 and terminate U n i t Operator's r i g h t s as such f o r a p e r i o d of 31 
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1 s i x months a f t e r n o t i c e of i n t e n t i o n t o r e s i g n has been served 1 

2 by U n i t Operator on a l l working i n t e r e s t owners, the Supervisor, 2 

3 the Land Commissioner and Conservation Commission, and u n t i l a l l 3 

4 w e l l s then d r i l l e d hereunder are placed i n a s a t i s f a c t o r y condi- 4 

5 t i o n f o r suspension or abandonment whichever i s r e q u i r e d by the 5 

6 Supervisor as t o Federal lands and by the Conservation Commission 6 

7 as t o State lands unless a new U n i t Operator s h a l l have been 7 

8 selected and approved and s h a l l have taken over and assumed the 8 

9 d u t i e s and o b l i g a t i o n s of U n i t Operator p r i o r t o the e x p i r a t i o n 9 

10 of said p e r i o d . 10 

11 U n i t Operator s h a l l have the r i g h t t o r e s i g n i n l i k e manner 11 

12 and subject t o l i k e l i m i t a t i o n s as above provided a t any time a 12 

13 p a r t i c i p a t i n g area es t a b l i s h e d hereunder i s i n existence, but, 13 

14 i n a l l instances of r e s i g n a t i o n or removal, u n t i l a successor 14 

15 u n i t operator i s selected and approved as h e r e i n a f t e r provided, 15 

16 the working i n t e r e s t owners s h a l l be j o i n t l y responsible f o r 16 

17 performance of the d u t i e s o f u n i t operator, and s h a l l not l a t e r 17 

18 than 30 days before such r e s i g n a t i o n or removal becomes e f f e c t i v e 18 

19 appoint a common agent t o represent them i n any a c t i o n t o be 19 

20 taken hereunder. 20 

21 The r e s i g n a t i o n of U n i t Operator s h a l l not release U n i t 21 

22 Operator from any l i a b i l i t y f o r any d e f a u l t by i t hereunder 22 

23 oc c u r r i n g p r i o r t o 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 . 23 

24 The Un i t Operator may, upon d e f a u l t or f a i l u r e i n the per- 24 

25 formance of i t s d u t i e s or o b l i g a t i o n s hereunder, be subject t o 25 

26 removal by the same percentage vote of the owners of working 26 

27 i n t e r e s t s as herein provided f o r the s e l e c t i o n of a new U n i t 27 

28 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 t h e r e o f 28 

29 t o the Supervisor and The Land Commissioner. 29 

30 The r e s i g n a t i o n or removal of U n i t Operator under t h i s 30 

31 agreement s h a l l not terminate i t s r i g h t , t i t l e , or i n t e r e s t as 31 
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1 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 1 

2 substances, but upon the r e s i g n a t i o n or removal o f Un i t Operator 2 

3 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 3 

4 of a l l w e l l s , equipment, m a t e r i a l s , and appurtenances used i n 4 

5 conducting the u n i t operations t o the new duly q u a l i f i e d succes- 5 

6 sor U n i t Operator or t o the common agent, i f no such new U n i t 6 

7 Operator i s e l e c t e d , t o be used f o r the purpose of conducting 7 

8 u n i t operations hereunder. Nothing h e r e i n s h a l l be construed as 8 

9 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 9 

10 needed f o r the p r e s e r v a t i o n of any w e l l s . 10 

11 6. SUCCESSOR UNIT OPERATOR. Whenever the U n i t Operator 11 

12 s h a l l tender h i s or i t s r e s i g n a t i o n as U n i t Operator or s h a l l be 12 

13 removed as hereinabove provided, or a change of U n i t Operator 13 

14 i s negotiated by working: i n t e r e s t owners, the owners of the 14 

15 working i n t e r e s t s i n the! p a r t i c i p a t i n g area or areas according 15 

16 t o t h e i r r e s p e c t i v e acreage i n t e r e s t s i n such p a r t i c i p a t i n g area 16 

17 or areas, or, u n t i l a p a r t i c i p a t i n g area s h a l l have been estab- 17 

18 l i s h e d , the owners of the working i n t e r e s t s according t o t h e i r 18 

19 r e s p e c t i v e 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 19 

20 m a j o r i t y vote s e l e c t a successor U n i t Operator: Provided, That, 20 

21 i f a m a j o r i t y but less than 75 per cent of the working i n t e r e s t s 21 

22 q u a l i f i e d t o vote are oWned by one p a r t y t o t h i s agreement, a 22 

23 concurring vote of one Or more a d d i t i o n a l working i n t e r e s t owners 23 

24 s h a l l be re q u i r e d t o sel e c t a new operator. Such s e l e c t i o n s h a l l 24 

25 not become e f f e c t i v e u n t i l 25 

26 (a) a Un i t Operator so selected s h a l l accept i n w r i t i n g 26 

27 the d u t i e s and r e s p o n s i b i l i t i e s of U n i t Operator, and 27 

28 (b) the s e l e c t i o n i s h a l l have been approved by the Super- 28 

29 v i s o r and the Land Commissioner. 29 

30 I f no successor U n i t Operator i s selected and q u a l i f i e d as 30 

31 h e r e i n provided, the D i r e c t o r and the Land Commissioner at t h e i r 31 
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1 e l e c t i o n may declare t h i s u n i t agreement terminated. 1 

2 7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. I f 2 

3 the U n i t Operator i s not the sole owner of working i n t e r e s t s , 3 

4 costs and expenses i n c u r r e d by U n i t Operator i n conducting u n i t 4 

5 operations hereunder s h a l l be paid and apportioned among and 5 

6 borne by the owners of working i n t e r e s t s , a l l i n accordance w i t h 6 

7 the agreement or agreements entered i n t o by and between the U n i t 7 

8 Operator and the owners (pf working i n t e r e s t s , whether one or more, 8 

9 separately or c o l l e c t i v e l y . Any agreement or agreements entered 9 

10 i n t o between the working i n t e r e s t owners and the U n i t Operator as 10 

11 provided i n t h i s section^ whether one or more, are he r e i n r e - 11 

12 f e r r e d t o as the " u n i t operating agreement". Such u n i t operating 12 

13 agreement s h a l l also provide the manner i n which the working 13 

14 i n t e r e s t owners s h a l l be e n t i t l e d t o receive t h e i r r e s p e c t i v e 14 

15 p r o p o r t i o n a t e and a l l o c a t e d share o f the b e n e f i t s accruing hereto 15 

16 i n conformity w i t h t h e i r underlying operating agreements, leases, 16 

17 or other independent c o n t r a c t s , and such other r i g h t s and o b l i g a - 17 

18 t i o n s as between U n i t Operator and the working i n t e r e s t owners as 18 

19 may be agreed upon by U n i t Operator and the working i n t e r e s t 19 

20 owners; however, no such u n i t operating agreement s h a l l be deemed 20 

21 e i t h e r t o modify any of the terms and c o n d i t i o n s of t h i s u n i t 21 

22 agreement or t o 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 - 22 

23 t i o n e s t a b l i s h e d under t h i s u n i t agreement, and i n case of any 23 

24 inconsistency or c o n f l i c t between t h i s u n i t agreement and the 24 

25 u n i t operating agreement; t h i s u n i t agreement s h a l l govern. Three 25 

26 t r u e copies of any u n i t operating agreement executed pursuant t o 26 

27 t h i s s e c t i o n should be f i l e d w i t h the Supervisor and one (1) t r u e 27 

28 copy w i t h the Land Commissioner, p r i o r t o approval of t h i s u n i t 28 

29 agreement. 29 

30 8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as 30 

31 otherwise s p e c i f i c a l l y provided h e r e i n , the exclusive r i g h t , 31 
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1 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 par- 1 

2 t i e s hereto which are necessary or convenient f o r prospecting f o r , 2 

3 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 i t i z e d 3 

4 substances are hereby delegated t o and s h a l l be exercised by the 4 

5 U n i t Operator as herein provided. Acceptable evidence of t i t l e 5 

6 t o said r i g h t s s h a l l be deposited w i t h s a i d U n i t Operator and, 6 

7 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 d e f i n e the 7 

8 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 8 

9 h e r e i n , however, s h a l l be construed t o t r a n s f e r t i t l e t o any land 9 

10 or t o any lease or operating agreement, i t being understood t h a t 10 

11 under t h i s agreement the U n i t Operator, i n i t s capacity as U n i t 11 

12 Operator, s h a l l exercise the r i g h t s of possession and use vested 12 

13 i n the p a r t i e s hereto only f o r the purposes h e r e i n s p e c i f i e d . 13 

14 9. DRILLING TO DISCOVERY. W i t h i n 6 months a f t e r the 14 

15 e f f e c t i v e date hereof, the U n i t Operator s h a l l begin t o d r i l l an 15 

16 adequate t e s t w e l l a t a l o c a t i o n approved by the Supervisor i f 16 

17 on Federal land or by the Land Commissioner i f on State land, or 17 

18 by the Conservation Commission i f on p r i v a t e l y owned land, unless 18 

19 on such e f f e c t i v e date a w e l l i s being d r i l l e d conformably w i t h 19 

20 the terms hereof, and t h e r e a f t e r continue such d r i l l i n g d i l i - 20 

21 g e n t l y u n t i l the Pennsylvanian (Atoka) formation has been t e s t e d 21 

22 or u n t i l at a lesser depth u n i t i z e d substances s h a l l be discov- 22 

23 ered which can be produced i n paying q u a n t i t i e s (to w i t : q u a n t i - 23 

24 t i e s s u f f i c i e n t t o repayjthe costs o f d r i l l i n g , completing, and 24 

25 producing operations, w i t h a reasonable p r o f i t ) or the U n i t 25 

26 Operator s h a l l a t any time e s t a b l i s h t o the s a t i s f a c t i o n o f the 26 

27 Supervisor i f on Federal land, of the Land Commissioner i f on 27 

28 State land, or of the Conservation Commission i f on p r i v a t e l y 28 

29 owned land, t h a t f u r t h e r j d r i l l i n g of said w e l l would be unwar- 29 

30 ranted or i m p r a c t i c a b l e , provided, however, t h a t U n i t Operator 30 

31 s h a l l not i n any event be r e q u i r e d t o d r i l l said w e l l t o a depth 31 

-10-



1 i n excess of 15,000 f e e t * U n t i l the discovery o f a deposit o f 1 

2 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 , 2 

3 the U n i t Operator s h a l l Continue d r i l l i n g one w e l l a t a time, 3 

4 a l l o w i n g not more than 6 months between the completion of one 4 

5 w e l l and the beginning o t the next w e l l , u n t i l a w e l l capable of 5 

6 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 6 

7 t o the s a t i s f a c t i o n of said Supervisor i f i t be on Federal land 7 

8 or of the Land Commissioher i f on State land or of the Conserva- 8 

9 t i o n Commission i f on p r i v a t e l y owned land, or u n t i l i t i s 9 

10 reasonably proved t h a t the u n i t i z e d land i s incapable of produc- 10 

11 ing 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 formations 11 

12 d r i l l e d hereunder. Nothing i n t h i s s e c t i o n s h a l l be deemed t o 12 

13 l i m i t the r i g h t of the Un.it Operator t o r e s i g n as provided i n 13 

14 Section 5, hereof, or a s ; r e q u i r i n g U n i t Operator t o commence or 14 

15 continue any d r i l l i n g during the p e r i o d pending such r e s i g n a t i o n 15 

16 becoming e f f e c t i v e i n order t o comply w i t h the requirements of 16 

17 t h i s s e c t i o n . The Supervisor and Land Commissioner may modify 17 

18 the d r i l l i n g requirement^ of t h i s s e c t i o n by g r a n t i n g reasonably 18 

19 extensions of time when, i n t h e i r o p i n i o n , such a c t i o n i s war- 19 

20 ranted. 20 

21 Upon f a i l u r e t o commence any w e l l provided f o r i n t h i s 21 

22 s e c t i o n w i t h i n the time Allowed, i n c l u d i n g any extension of time 22 

23 granted by the Supervisor and the Land Commissioner, t h i s agree- 23 

24 ment w i l l a u t o m a t i c a l l y terminate; upon f a i l u r e t o continue 24 

25 d r i l l i n g d i l i g e n t l y any vj/ell commenced hereunder, the Supervisor 25 

26 may, a f t e r 15-days n o t i c ^ t o the U n i t Operator, declare t h i s u n i t 26 

27 agreement terminated. 27 

28 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. W i t h i n 6 28 

29 months a f t e r completion of a w e l l capable o f producing u n i t i z e d 29 

30 substances i n paying q u a n t i t i e s , the U n i t Operator s h a l l submit 30 

31 f o r the approval o f the Supervisor and the Land Commissioner an 31 
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1 acceptable plan o f development and operation f o r the u n i t i z e d 1 

2 land which, when approved by the Supervisor and Land Commissioner, 2 

3 s h a l l c o n s t i t u t e the f u r t h e r d r i l l i n g and operating o b l i g a t i o n s o f 3 

4 the U n i t Operator under t h i s agreement f o r the p e r i o d s p e c i f i e d 4 

5 t h e r e i n . Thereafter, frjom time t o time before the e x p i r a t i o n of 5 

6 any e x i s t i n g plan, the Ujnit Operator s h a l l submit f o r the approval 6 

7 of the Supervisor and Lahd Commissioner a plan f o r an a d d i t i o n a l 7 

8 s p e c i f i e d p e r i o d f o r the development and operation of the u n i t i z e d 8 

9 land. 9 

10 Any plan submitted pursuant t o t h i s s e c t i o n s h a l l provide 10 

11 f o r the e x p l o r a t i o n of the u n i t i z e d area and f o r the d i l i g e n t 11 

12 d r i l l i n g necessary f o r determination of the area or areas thereof 12 

13 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 n 13 

14 each and every productive formation and s h a l l be as complete and 14 

15 adequate as the Supervisor and Land Commissioner may determine t o 15 

16 be necessary f o r t i m e l y development and proper conservation o f 16 

17 the o i l and gas resources of the u n i t i z e d area and s h a l l : 17 

18 (a) s p e c i f y the nupber and l o c a t i o n s of any w e l l s t o be 18 

19 d r i l l e d and the proiposed order and time f o r such d r i l l i n g ; 19 

20 (b) t o the extent p r a c t i c a b l e s p e c i f y the operating 20 

21 p r a c t i c e s regarded as necessary and advisable f o r proper 21 

22 conservation of n a t u r a l resources. 22 

23 Separate plans may be submitted f o r separate p r o d u c t i v e zones, 23 

24 subject t o the approval pf the Supervisor and the Land Commis- 24 

25 sioner. 25 

26 Plans s h a l l be modified or supplemented when necessary t o 26 

27 meet changed c o n d i t i o n s br t o p r o t e c t the i n t e r e s t s of a l l par- 27 

28 t i e s t o t h i s agreement. Reasonable d i l i g e n c e s h a l l be exercised 28 

29 i n complying w i t h the o b l i g a t i o n s of the approved plan of devel- 29 

30 opment. The Supervisor fend Land Commissioner are a u t h o r i z e d t o 30 

31 grant a reasonable extension o f the 6-month p e r i o d h e r e i n 31 
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1 p r e s c r i b e d f o r s u b m i s s i o n 0 f an i n i t i a l p l a n o f development where 1 

2 such a c t i o n i s j u s t i f i e d because o f un u s u a l c o n d i t i o n s o r c i r c u m - 2 

3 s t a n c e s . A f t e r c o m p l e t i o n ! h e r e u n d e r o f a w e l l c a p a b l e o f produc- 3 

4 i n g any u n i t i z e d substance i n p a y i n g q u a n t i t i e s , no f u r t h e r w e l l s , 4 

5 except such as may be necessary t o a f f o r d p r o t e c t i o n a g a i n s t oper- 5 

6 a t i o n s n o t under t h i s agreement and such as may be s p e c i f i c a l l y ap- 6 

7 proved by t h e S u p e r v i s o r and Land Commissioner, s h a l l be d r i l l e d 7 

8 exce p t i n accordance w i t h a p l a n o f development approved as h e r e i n 8 

9 p r o v i d e d . 9 

10 1 1 . PARTICIPATION AFTER DISCOVERY. Upon c o m p l e t i o n o f a w e l l 10 

11 capable o f p r o d u c i n g u n i t i z e d substances i n p a y i n g q u a n t i t i e s o r 11 

12 as soon t h e r e a f t e r as r e q u i r e d by t h e S u p e r v i s o r and Land Com- 12 

13 m i s s i o n e r , t h e U n i t Operator s h a l l submit f o r a p p r o v a l by t h e 13 

14 S u p e r v i s o r and t h e Land Commissioner, a schedule, based on sub- 14 

15 d i v i s i o n s o f t h e p u b l i c - l a n d s urvey o r a l i q u o t p a r t s t h e r e o f , o f 15 

16 a l l l a n d t h e n regarded as r e a s o n a b l y proved t o be p r o d u c t i v e i n 16 

17 p a y i n g q u a n t i t i e s ; a l l lands i n s a i d schedule on a p p r o v a l o f t h e 17 

18 S u p e r v i s o r and t h e Land Commissioner t o c o n s t i t u t e a p a r t i c i p a t - 18 

19 i n g area, e f f e c t i v e as o f t h e d a t e o f c o m p l e t i o n o f such w e l l o r 19 

20 t h e e f f e c t i v e d ate o f t h i ^ u n i t agreement, whichever i s l a t e r . 20 

21 The acreages o f both F e d e r a l and non-Federal l a n d s s h a l l be based 21 

22 upon a p p r o p r i a t e c o m p u t a t i o n s from t h e courses and d i s t a n c e s shown 22 

23 on t h e l a s t approved p u b l i c - l a n d survey as o f t h e e f f e c t i v e d a t e o f 23 

24 each i n i t i a l p a r t i c i p a t i n g a r e a . Said schedule s h a l l a l s o s e t 24 

25 f o r t h t h e perc e n t a g e o f u n i t i z e d substances t o be a l l o c a ted as 25 

26 h e r e i n p r o v i d e d t o each t t a c t i n t h e p a r t i c i p a t i n g area so es t a b - 26 

27 l i s h e d , and s h a l l govern t h e a l l o c a t i o n o f p r o d u c t i o n commencing 27 

28 w i t h t h e e f f e c t i v e da t e o f t h e p a r t i c i p a t i n g a rea. A s e p a r a t e 28 

29 p a r t i c i p a t i n g area s h a l l be e s t a b l i s h e d f o r each s e p a r a t e p o o l or 29 

30 d e p o s i t o f u n i t i z e d substances or f o r any group t h e r e o f which i s 30 

31 produced as a s i n g l e p o o l : o r zone, and any two or more p a r t i c i p a t - 31 

32 i n g areas so e s t a b l i s h e d pay be combined i n t o one, on a p p r o v a l o f 32 
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1 the Supervisor and the Lancj Commissioner. When production from 1 

2 two or more p a r t i c i p a t i n g cjreas, so e s t a b l i s h e d , i s subsequently 2 

3 found t o be from a common p|ool or deposit said p a r t i c i p a t i n g areas 3 

4 s h a l l be combined i n t o one \ e f f e c t i v e as of such a p p r o p r i a t e date 4 

5 as may be approved or prescribed by the Supervisor and the Land 5 

6 Commissioner. The p a r t i c i p a t i n g area or areas so es t a b l i s h e d s h a l l 6 

7 be revised from time t o tiijne, subject t o l i k e approval, t o inc l u d e 7 

8 a d d i t i o n a l land then regarded as reasonably proved t o be produc- 8 

9 t i v e i n paying q u a n t i t i e s or necessary f o r u n i t operations, or t o 9 
i 

10 exclude land then regarded' as reasonably proved not t o be produc- 10 

11 t i v e i n paying q u a n t i t i e s and the schedule o f a l l o c a t i o n percent- 11 

12 ages s h a l l be revised accordingly. The e f f e c t i v e date o f any re- 12 

13 v i s i o n s h a l l be the f i r s t pf the month i n which i s obtained the 13 

14 knowledge or i n f o r m a t i o n on which such r e v i s i o n i s predicated, 14 

15 provided, however, t h a t a more appropriate e f f e c t i v e date may be 15 

16 used i f j u s t i f i e d by the Uinit Operator and approved by the Super- 16 

17 v i s e r and the Land Commissioner. No land s h a l l be excluded from 17 

18 a p a r t i c i p a t i n g area on acjcount of d e p l e t i o n of the u n i t i z e d sub- 18 

19 stances, except t h a t any p j a r t i c i p a t i n g area e s t a b l i s h e d under the 19 

20 p r o v i s i o n s of t h i s u n i t agreement s h a l l terminate a u t o m a t i c a l l y 20 

21 whenever a l l completions i n the formation on which the p a r t i c i - 21 

22 p a t i n g area i s based are Abandoned. 22 

23 I t i s the i n t e n t of t h i s s ection t h a t a p a r t i c i p a t i n g area 23 

24 s h a l l represent the area known or reasonably estimated t o be pro- 24 

25 d u c t i v e i n paying q u a n t i t i e s ; but, regardless o f any r e v i s i o n of 25 

26 the p a r t i c i p a t i n g area, nothing herein contained s h a l l be con- 26 

27 strued as r e q u i r i n g any r e t r o a c t i v e adjustment f o r production ob- 27 

28 tai n e d p r i o r t o the e f f e c t i v e date of the r e v i s i o n of the p a r t i c i - 28 

29 p a t i n g area. 29 

30 I n the absence of agreement at any time between the Unit 30 

31 Operator and the Supervisor and the Land Commissioner as t o the 31 

-14-



1 proper d e f i n i t i o n or r e d e f i n i t i o n o f a p a r t i c i p a t i n g area, or u n t i l 1 

2 a p a r t i c i p a t i n g area has, jor areas have, been e s t a b l i s h e d as pro- 2 

3 vided h e r e i n , the p o r t i o n of a l l payments a f f e c t e d thereby s h a l l 3 

4 be impounded i n a manner irju t u a l l y acceptable t o the owners of work- 4 

5 ing i n t e r e s t s and the Supervisor and the Land Commissioner. Royal- 5 

6 t i e s due the United States and the State o f New Mexico s h a l l be de- 6 

7 termined by the Supervisor and the Land Commissioner, r e s p e c t i v e l y , 7 

8 and the amounts thereof s h a l l be deposited, as d i r e c t e d by the 8 

9 Supervisor and the Land Ccjmmissioner t o be held as unearned monies 9 

10 u n t i l a p a r t i c i p a t i n g area i s f i n a l l y approved and then a p p l i e d as 10 

11 earned or returned i n accordance w i t h a determination o f the sums 11 

12 due as Federal r o y a l t y and) State o f New Mexico r o y a l t y , respec- 12 

13 t i v e l y , on the basis o f such approved p a r t i c i p a t i n g area. 13 

14 whenever i t i s determined subject t o the approval of the 14 

15 Supervisor, as t o w e l l s d r i l l e d on Federal land and o f the Land 15 

16 Commissioner as t o w e l l s d r i l l e d on State land and of the Conser- 16 

17 v a t i o n Commission as t o w e l l s d r i l l e d on p r i v a t e l y owned land, 17 

18 t h a t a w e l l d r i l l e d under j t h i s agreement i s not capable of pro- 18 

19 duct i o n i n paying q u a n t i t i e s and i n c l u s i o n of the land on which 19 

20 i t i s s i t u a t e d i n a p a r t i c i p a t i n g area i s unwarranted, production 20 

21 from such w e l l s h a l l , f o r jthe purpose of settlement among a l l par- 21 

22 t i e s other than working i n t e r e s t owners, be a l l o c a t e d t o the land 22 

23 on which the w e l l i s located unless such land i s already w i t h i n 23 

24 the p a r t i c i p a t i n g area established f o r the pool or deposit from 24 

25 which such production i s Obtained. Settlement f o r working i n t e r - 25 

26 est b e n e f i t s from such a w e l l s h a l l be made as provided i n the u n i t 26 

27 operating agreement. 

28 12. ALLOCATION OF PRODUCTION. A l l u n i t i z e d substances pro- 28 

29 duced from each p a r t i c i p a t i n g area established under t h i s agree- 29 

30 ment, except any p a r t thereof used i n c o n f i r m i t y w i t h good operat- 30 

31 i n g p r a c t i c e s w i t h i n the U n i t i z e d area f o r d r i l l i n g , o perating, 31 
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1 camp and other production or development purposes, f o r repressur- 1 

2 in g or r e c y c l i n g i n accordance w i t h a plan of development ap- 2 

3 proved by the Supervisor, the Land Commissioner and the Conserva- 3 

4 t i o n Commission, or unavoidably l o s t , s h a l l be deemed t o be pro- 4 

5 duced e q u a l l y on an acreage basis from the several t r a c t s of u n i t - 5 

6 ized land of the p a r t i c i p a t i n g area e s t a b l i s h e d f o r such produc- 6 

7 t i o n and, f o r the purpose o f determining any b e n e f i t s accruing 7 

8 under t h i s agreement, each such t r a c t o f u n i t i z e d land s h a l l have 8 

9 a l l o c a t e d t o i t such percentage of said production as the number 9 
i 

10 o f acres of such t r a c t included i n said p a r t i c i p a t i n g area bears 10 

11 t o the t o t a l acres of u n i t i z e d land i n said p a r t i c i p a t i n g area, 11 

12 except t h a t a l l o c a t i o n o f pro d u c t i o n hereunder f o r purposes other 12 

13 than f o r settlement o f the r o y a l t y , o v e r r i d i n g r o y a l t y , or payment 13 

14 out of production o b l i g a t i o n s of the re s p e c t i v e working i n t e r e s t 14 

15 owners, s h a l l be on the baisis prescribed i n the u n i t o p erating 15 

16 agreement whether i n conformity w i t h the basis o f a l l o c a t i o n here- 16 

17 i n set f o r t h or otherwise.: I t i s hereby agreed t h a t production o f 17 

18 u n i t i z e d substances from a p a r t i c i p a t i n g area s h a l l be a l l o c a t e d 18 

19 as provided h e r e i n regardless of whether any w e l l s are d r i l l e d on 19 

20 any p a r t i c u l a r p a r t or tra|ct,of said p a r t i c i p a t i n g area. I f any 20 

21 gas produced from one p a r t i c i p a t i n g area i s used f o r r e pressuring 21 

22 or r e c y c l i n g purposes i n Another p a r t i c i p a t i n g area, the f i r s t gas 22 

23 withdrawn from such last-mentioned p a r t i c i p a t i n g area f o r sale dur- 23 

24 i n g the l i f e of t h i s agreement s h a l l be considered t o be the gas 24 

25 so t r a n s f e r r e d u n t i l an anjiount equal t o t h a t t r a n s f e r r e d s h a l l be 25 

26 so produced f o r sale and $uch gas s h a l l be a l l o c a t e d t o the par- 26 

27 t i c i p a t i n g area from which i n i t i a l l y produced as such area was 27 

28 l a s t defined at the time o f such f i n a l p r o d u c t i o n . 28 

29 13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR 29 
FORMATIONS. 

30 Any p a r t y hereto owning or c o n t r o l l i n g the working i n t e r e s t i n any 30 

31 u n i t i z e d land having thereon a regular w e l l l o c a t i o n may w i t h the 31 
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1 approval of the Supervisor as t o Federal land, the Land Commis- 1 

2 sioner as t o State land,! and the Conservation Commission as t o 2 

3 p r i v a t e l y owned land, at such party's sole r i s k , costs, and 3 

4 expense, d r i l l a w e l l t d t e s t any formation f o r which a p a r t i c i - 4 

5 pa t i n g area has not been es t a b l i s h e d or t o t e s t any formation 5 

6 f o r which a p a r t i c i p a t i n g area has been e s t a b l i s h e d i f such 6 

7 l o c a t i o n i s not w i t h i n s^aid p a r t i c i p a t i n g area, unless w i t h i n 7 

8 90 days of r e c e i p t of n o t i c e from s a i d p a r t y of h i s i n t e n t i o n t o 8 

9 d r i l l the w e l l the Unit[Operator e l e c t s and commences t o d r i l l 9 

10 such a w e l l i n l i k e manlier as other w e l l s are d r i l l e d by the 10 

11 U n i t Operator under t h i s agreement. 11 

12 I f any w e l l d r i l l e d as a f o r e s a i d by a working i n t e r e s t 12 

13 owner r e s u l t s i n production such t h a t the land upon which i t i s 13 

14 s i t u a t e d may pr o p e r l y be included i n a p a r t i c i p a t i n g area, such 14 

15 p a r t i c i p a t i n g area shaljL be esta b l i s h e d or enlarged as provided 15 

16 i n t h i s agreement and the w e l l s h a l l t h e r e a f t e r be operated by 16 

17 the U n i t Operator i n accordance w i t h the terms of t h i s agree- 17 

18 ment and the u n i t operating agreement. 18 

19 I f any w e l l d r i l l e d as a f o r e s a i d by a working i n t e r e s t 19 

i 

20 owner obtains production i n q u a n t i t i e s i n s u f f i c i e n t t o j u s t i f y 20 

21 the i n c l u s i o n of the land upon which such w e l l i s s i t u a t e d i n 21 

22 a p a r t i c i p a t i n g area, sjuch w e l l may be operated and produced by 22 

23 the p a r t y d r i l l i n g the same subject t o the conservation r e q u i r e - 23 

24 ments of t h i s agreement!. The r o y a l t i e s i n amount of value of 24 

25 production from any sucjh w e l l s h a l l be paid as s p e c i f i e d i n the 25 

26 underlying lease and agreements a f f e c t e d . 26 

27 14. ROYALTY SETTLEMENT. The United States, the State of 27 

28 New Mexico and any royaj l t y owner who, i s e n t i t l e d t o take i n 28 

29 k i n d a share of the substances now u n i t i z e d hereunder s h a l l 29 

30 h e r e a f t e r be e n t i t l e d t o the r i g h t t o take i n k i n d i t s share 30 
31 of the u n i t i z e d substanjces, and U n i t Operator, or the working 31 
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1 i n t e r e s t owner i n case of the operation of a w e l l by a working 1 

2 i n t e r e s t owner as herein ! provided f o r i n s p e c i a l cases, s h a l l 2 

3 make d e l i v e r i e s of such r o y a l t y share taken i n k i n d i n conform- 3 

4 i t y w i t h the a p p l i c a b l e c o n t r a c t s , laws, and r e g u l a t i o n s . Set- 4 

5 tlement f o r r o y a l t y i n t e r e s t not taken i n k i n d s h a l l be made by 5 

6 working i n t e r e s t owners Responsible t h e r e f o r under e x i s t i n g con- 6 

7 t r a c t s , laws and r e g u l a t i o n s , or by the U n i t Operator on or 7 

8 before the l a s t day of e^ch month f o r u n i t i z e d substances pro- 8 

9 duced during the preceding calendar month; provided, however, 9 

10 t h a t nothing herein contained s h a l l operate t o r e l i e v e the l e s - 10 

11 sees of any land from t h e i r r e s p e c t i v e lease o b l i g a t i o n s f o r the 11 

12 payment of any r o y a l t i e s i d u e under t h e i r leases. 12 

13 I f gas obtained frotjn lands not subject t o t h i s agreement 13 

14 i s introduced i n t o any p a r t i c i p a t i n g area hereunder, f o r use i n 14 

15 repressuring, s t i m u l a t i o n of production, or inc r e a s i n g u l t i m a t e 15 

16 recovery, i n conformity ^ i t h a plan of operations approved by 16 

17 the Supervisor, the Land; Commissioner and the Conservation 17 

18 Commission, a l i k e amount of gas, a f t e r settlement as herein 18 

19 provided f o r any gas t r a h s f e r r e d from any other p a r t i c i p a t i n g 19 

20 area and w i t h appropriate deduction f o r loss from any cause, may 20 

21 be withdrawn from the formation i n t o which the gas i s i n t r o - 21 

22 duced, r o y a l t y f r e e as t p dry gas, but not as t o any products 22 

23 which may be e x t r a c t e d therefrom; provided t h a t such withdrawal 23 

24 s h a l l be a t such time as! may be provided i n the approved plan 24 

25 of operations or as may otherwise be consented t o by the Super- 25 

26 v i s o r , the Land Commissioner and the Conservation Commission, as 26 

27 conforming t o good petrojleum engineering p r a c t i c e ; and provided 27 

28 f u r t h e r , t h a t such r i g h t ! of withdrawal s h a l l terminate on the 28 

29 t e r m i n a t i o n of t h i s unit; agreement. 29 

30 Royalty due the United States s h a l l be computed as pro- 30 

31 vided i n the operating r e g u l a t i o n s and paid i n value or d e l i v e r e d 31 
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1 i n k i n d as t o a l l u n i t i z j e d substances on t h e b a s i s o f the 1 

2 amounts t h e r e o f a l l o c a t e d t o u n i t i z e d F e d e r a l l a n d as p r o v i d e d 2 

3 h e r e i n a t t h e r a t e s s p e c i f i e d i n t h e r e s p e c t i v e F e d e r a l l e a s e s , 3 

j 

4 or a t such lower r a t e or| r a t e s as may be a u t h o r i z e d by law or 4 

5 r e g u l a t i o n ; p r o v i d e d , t l i a t f o r leases on which t h e r o y a l t y r a t e 5 

6 depends on t h e d a i l y average p r o d u c t i o n per w e l l , s a i d average 6 

i 

7 p r o d u c t i o n s h a l l be d e t e r m i n e d i n accordance w i t h t h e o p e r a t i n g 7 

8 r e g u l a t i o n s as though e i c h p a r t i c i p a t i n g area were a s i n g l e 8 

9 c o n s o l i d a t e d l e a s e . 

10 R o y a l t y due t h e S t ^ t e o f New Mexico s h a l l be computed and 10 

11 p a i d on t h e b a s i s o f t h ^ amounts a l l o c a t e d t o u n i t i z e d S t a t e 11 

12 l a n d as p r o v i d e d h e r e i n ! a t t h e r a t e s p e c i f i e d i n t h e S t a t e o i l 12 

13 and gas l e a s e . ; 13 

14 R o y a l t y due on account o f p r i v a t e l y owned lands s h a l l be 14 

15 computed and p a i d on t h e b a s i s o f a l l u n i t i z e d substances a l i o - 15 

16 c a t e d t o such l a n d s . 16 

17 15. RENTAL SETTLEjMENT. R e n t a l or minimum r o y a l t i e s due 17 

18 on leases committed h e r e t o s h a l l be p a i d by w o r k i n g i n t e r e s t 18 

19 owners r e s p o n s i b l e t h e r e f o r under e x i s t i n g c o n t r a c t s , laws, and 19 

20 r e g u l a t i o n s , p r o v i d e d t|hat n o t h i n g h e r e i n c o n t a i n e d s h a l l op- 20 

21 e r a t e t o r e l i e v e t h e lejssees o f any l a n d from t h e i r r e s p e c t i v e 21 

22 leas e o b l i g a t i o n s f o r tjhe payment o f any r e n t a l o r minimum 22 

23 r o y a l t y due under t h e i r ! l e a s e s . R e n t a l o r minimum r o y a l t y f o r 23 

24 lands o f t h e U n i t e d Stajtes s u b j e c t t o t h i s agreement s h a l l be 24 

25 p a i d a t t h e r a t e s p e c i f i e d i n t h e r e s p e c t i v e leases from t h e 25 

26 U n i t e d S t a t e s u n l e s s such r e n t a l o r minimum r o y a l t y i s waived, 26 

27 suspended, or reduced by law or by a p p r o v a l o f t n j Secret a r y o r 27 

28 h i s d u l y a u t h o r i z e d r e p r e s e n t a t i v e . 28 

29 R e n t a l s on S t a t e p f New Mexico lands s u b j e c t t o t h i s a gree- 29 

30 ment s h a l l be p a i d a t t h e r a t e s s p e c i f i e d i n t h e r e s p e c t i v e 30 

31 l e a s e s . 31 
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With respect t o anjy lease on non-Federal land c o n t a i n i n g 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

p r o v i s i o n s which would terminate such lease unless d r i l l i n g 

operations are commenced 

2 

jjd upon the land covered thereby w i t h i n 3 

the time t h e r e i n specifjied or r e n t a l s are paid f o r the p r i v i l e g e 4 

of d e f e r r i n g such d r i l l i n g operations, the r e n t a l s r e q u i r e d 5 

thereby s h a l l , notwithstanding any other p r o v i s i o n of t h i s agree- 6 

ment, be deemed t o accrjue and become payable during the term 7 

thereof as extended by i t h i s agreement and u n t i l the r e q u i r e d 8 

i 

d r i l l i n g operations are| commenced upon the land covered thereby 9 

or u n t i l some p o r t i o n ojf such land i s included w i t h i n a p a r t i c i - 10 

pa t i n g area. ; 11 

16. CONSERVATION J Operations hereunder and production of 12 

u n i t i z e d substances s h a l l be conducted t o provide f o r the most 13 

economical and e f f i c i e n t recovery of said substances w i t h o u t 14 

waste, as defined by or pursuant t o State or Federal law or 15 

r e g u l a t i o n . 16 

17. DRAINAGE. The U n i t Operator s h a l l take such measures 17 

as the Supervisor and Land Commissioner deems appropriate and 18 

adequate t o prevent drajinage of u n i t i z e d substances from u n i - 19 

t i z e d land by w e l l s on [land not subject t o t h i s agreement. 20 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The 21 

terms, c o n d i t i o n s , and [provisions of a l l leases, subleases, and 22 

other c o n t r a c t s r e l a t i n j g t o e x p l o r a t i o n , d r i l l i n g , development, 23 

or operation f o r o i l or! gas on lands committed t o t h i s agreement 24 

are hereby expressly mcjdified and amended t o the extent neces- 25 

sary t o make the same conform t o the p r o v i s i o n s hereof, but 26 

otherwise t o remain i n j f u l l f orce and e f f e c t ; and the p a r t i e s 27 

hereto hereby consent t h a t the Secretary as t o Federal leases 28 

and the Land Commissionjer as t o State leases, s h a l l and each by 29 

h i s approval hereof, ori by the approval hereof by h i s duly 30 

authorized r e p r e s e n t a t i v e , does hereby e s t a b l i s h , a l t e r , change 31 
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1 or revoke the d r i l l i n g , producing, r e n t a l , minimum r o y a l t y , and 1 

2 r o y a l t y requirements of iFederal and State leases committed hereto 2 

3 and the r e g u l a t i o n s i n rjespect t h e r e t o t o conform sai d r e q u i r e - 3 

4 ments t o the p r o v i s i o n s of t h i s agreement, and, -without l i m i t i n g 4 

5 the g e n e r a l i t y of the foregoing, a l l leases, subleases, and con- 5 

6 t r a c t s are p a r t i c u l a r l y modified i n accordance w i t h the f o l l o w  6 

7 ing 7 

8 (a) The development and operation of lands subject t o 8 

9 t h i s agreement under the terms hereof s h a l l be deemed 9 

10 f u l l performance o i a l l o b l i g a t i o n s f o r development and 10 

11 operation w i t h respect t o each and every separately 11 

12 owned t r a c t subject t o t h i s agreement, regardless of 12 

13 whether there i s any development of any p a r t i c u l a r t r a c t 13 

14 of the u n i t area. 14 

15 (b) D r i l l i n g and producing operations performed here 15 

16 under upon any t r a c t of u n i t i z e d lands w i l l be accepted 16 

17 and deemed to be performed upon and f o r the b e n e f i t of 17 

18 each and every t r a c t of u n i t i z e d land, and no lease 18 

19 s h a l l be deemed t o expire by reason of f a i l u r e t o d r i l l 19 

20 or produce w e l l s s i t u a t e d on the land t h e r e i n embraced. 20 

21 (c) Suspension o f : d r i l l i n g or producing operations on 21 

22 a l l u n i t i z e d lands pursuant t o d i r e c t i o n or consent of 22 

23 the Secretary and the Land Commissioner or t h e i r duly 23 

24 authorized r e p r e s e n t a t i v e s s h a l l be deemed t o c o n s t i t u t e 24 

25 such suspension pursuant t o such d i r e c t i o n or consent as 25 

26 to each and every t r a c t o f u n i t i z e d land. 7A suspension 26 

27 of d r i l l i n g or producing operations l i m i t e d t o s p e c i f i e d 27 

28 lands s h a l l be a p p l i c a b l e only t o such lands. 28 

29 (d) Each lease, sublease or c o n t r a c t r e l a t i n g t o the 29 

30 e x p l o r a t i o n , d r i l l i n g , development or operation f o r o i l 30 

31 or gas of lands o t j i e r than those of the United States and 31 
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1 the State of New Mexico committed t o t h i s agreement, 1 

2 which, by i t s terms might expire p r i o r t o the t e r m i n a t i o n 2 

3 of t h i s agreement, i s hereby extended beyond any such 3 

4 terms so provided t h e r e i n so t h a t i t s h a l l be continued 4 

5 i n f u l l f orce and e f f e c t f o r and during the term of t h i s 5 

6 agreement. 6 

7 (e) Any Federal l^ase f o r a f i x e d term of twenty (20) 7 

8 years or any renewal thereof or any p a r t of such lease 8 

9 which i s made subject t o t h i s agreement s h a l l continue 9 

10 i n force beyond the term provided t h e r e i n u n t i l the 10 

11 t e r m i n a t i o n hereofJ Any other Federal lease committed 11 

12 hereto s h a l l continue i n force beyond the term so pro- 12 

13 vided t h e r e i n or by law as t o the land committed so long 13 

14 as such lease remains subject hereto, provided t h a t pro- 14 

15 duction i s had i n paying q u a n t i t i e s under t h i s u n i t 15 

16 agreement p r i o r t o [the e x p i r a t i o n date o f the term of 16 

17 such lease, or i n the event a c t u a l d r i l l i n g operations 17 

18 are commenced on u r i i t i z e d land, i n accordance w i t h the 18 

i 

19 p r o v i s i o n s of t h i s ;agreement, p r i o r t o the end of the 19 

20 primary term of sucjh lease and are being d i l i g e n t l y 20 

21 prosecuted at t h a t l t i m e , such lease s h a l l be extended 21 

22 f o r two years and 4° long t h e r e a f t e r as o i l or gas i s 22 

23 produced i n p a y i n g [ q u a n t i t i e s i n accordance w i t h the 23 

24 p r o v i s i o n s o f the Mineral Leasing Act Revision of 1960. 24 

25 ( f ) Each sublease or c o n t r a c t r e l a t i n g t o the operation 25 

26 and development of i u n i t i z e d substances from lands of the 26 

27 United States committed t o t h i s agreement, which by i t s 27 

28 terms would expire [ p r i o r t o the time a t which the under- 28 

29 l y i n g lease, as extended by the immediately preceding 29 

30 paragraph, w i l l e x p i r e , i s hereby extended beyond any 30 

31 such term so provided t h e r e i n so t h a t i t s h a l l be continued 31 
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1 i n f u l l f o r c e and [ e f f e c t f o r and d u r i n g the terra of the 1 

2 und e r l y i n g lease ajs such term i s h e r e i n extended. 2 

3 (g) Any lease embracing lands o f the State o f New Mexico 3 

4 which i s made subject t o t h i s agreement, s h a l l continue 4 

5 i n force beyond the term provided t h e r e i n as t o lands 5 

6 committed hereto w i t h the t e r m i n a t i o n hereof. 6 

7 (h) The segregation of any Federal lease committed t o 7 

8 t h i s agreement is[governed by the f o l l o w i n g p r o v i s i o n 8 

9 i n the f o u r t h paragraph of Sec. 17 ( j ) of the Mineral Leas- 9 
f 

10 i n g Act, as amended hy the Act of September 2, 1960 (74 10 

11 S t a t . 781-784): <'Any (Federal) lease h e r e t o f o r e or 11 

12 h e r e a f t e r committed t o any such ( u n i t ) plan embracing 12 

13 lands t h a t are i n [ p a r t w i t h i n and i n p a r t outside o f the 13 

14 area covered by any such plan s h a l l be segrega ted i n t o 14 

15 separate leases ak t o the lands committed and the lands 15 

16 not committed as pf the e f f e c t i v e date of the u n i t i z a - 16 
[ 

17 t i o n : Provided, however, That any such lease as t o the 17 

18 non-unitized p o r t i o n s h a l l continue i n forc e and e f f e c t 18 

19 f o r the term therjsof but f o r not less than two years 19 

20 from the date o f such segregation and so long t h e r e a f t e r 20 

21 as o i l or gas i s produced i n paying q u a n t i t i e s . " 21 

22 ( i ) Any lease embracing lands o f the State o f New Mex- 22 

23 i c o having only a! p o r t i o n o f i t s land committed hereto, 23 

24 s h a l l be segregated as t o the p o r t i o n committed and the 24 

25 p o r t i o n not committed, and the p r o v i s i o n s of such lease 25 

26 s h a l l apply separately t o such segregated p o r t i o n s com- 26 

27 mencing as of thej e f f e c t i v e date hereof; provided, how- 27 

28 ever, n o t w i t h s t a n d i n g any of the p r o v i s i o n s o f t h i s 28 

29 agreement t o the jcontrary any lease embracing lands of 29 

30 the Sta te of New [Mexico having only a p o r t i o n of i t s 30 

31 lands committed hereto s h a l l continue i n f u l l f orce and 31 

i 
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1 e f f e c t beyond t h e te r m p r o v i d e d t h e r e i n as t o a l l lands 1 

2 embraced i n such l e a s e , i f o i l o r gas i s d i s c o v e r e d and 2 

3 i s capable o f beir)g produced i n p a y i n g q u a n t i t i e s from 3 

4 some p a r t o f t h e lands embraced i n such l e a s e a t t h e ex- 4 

5 p i r a t i o n o f t h e secondary t e r m o f such l e a s e ; o r i f , a t 5 

6 t h e e x p i r a t i o n o f [ t h e secondary term, t h e Lessee o f t h e 6 

7 U n i t O p e r a t o r i s the n engaged i n bona f i d e d r i l l i n g o r 7 

8 r e - w o r k i n g o p e r a t i o n s on some p a r t o f t h e la n d s embraced 8 

9 i n such l e a s e , t h e same, as t o a l l l a n d s embraced t h e r e i n , 9 

10 s h a l l remain i n f u l l f o r c e and e f f e c t so l o n g as such 10 

11 o p e r a t i o n s are b e i n g d i l i g e n t l y p r o s e c u t e d , and i f t h e y 11 

12 r e s u l t i n t h e p r o d u c t i o n o f o i l o r gas, s a i d l e a s e s h a l l 12 

13 c o n t i n u e i n f u l l i o r c e and e f f e c t as t o a l l o f t h e la n d s 13 

14 embraced t h e r e i n , | s o l o n g t h e r e a f t e r as o i l o r gas i n 14 

15 p a y i n g q u a n t i t i e s [ i s b e i n g produced from any p o r t i o n o f 15 

16 s a i d l a n d s . ! 16 

17 19. COVENANTS RUN WITH LAND. The covenants h e r e i n s h a l l 17 

18 be c o n s t r u e d t o be covenants r u n n i n g w i t h t h e l a n d w i t h r e s p e c t 18 

19 t o t h e i n t e r e s t o f t h e [ p a r t i e s h e r e t o and t h e i r successors i n 19 

20 i n t e r e s t u n t i l t h i s agreement t e r m i n a t e s , and any g r a n t , t r a n s - 20 

21 f e r , or conveyance, o f ! i n t e r e s t i n l a n d o r leases s u b j e c t h e r e t o 21 

22 s h a l l be and hereby i s [ c o n d i t i o n e d upon t h e assumption o f a l l 22 

23 p r i v i l e g e s and o b l i g a t i o n s hereunder by t h e g r a n t e e , t r a n s f e r e e , 23 

24 o r o t h e r successor i n i n t e r e s t . No assignment or t r a n s f e r o f 24 

25 any w o r k i n g i n t e r e s t , r o y a l t y , or o t h e r i n t e r e s t s u b j e c t h e r e t o 25 

26 s h a l l be b i n d i n g upon i j j n i t O p e rator u n t i l t h e f i r s t day o f t h e 26 

27 c a l e n d a r month a f t e r U n i t Operator i s f u r n i s h e d w i t h t h e o r i g - 27 

28 i n a l , p h o t o s t a t i c , o r C e r t i f i e d copy o f t h e i n s t r u m e n t o f 28 

29 t r a n s f e r . 29 

30 20. EFFECTIVE DA'jTE AND TERM. T h i s agreement s h a l l be- 30 

31 come e f f e c t i v e upon a p p r o v a l by t h e S e c r e t a r y and t h e Land 31 

32 Commissioner o r t h e i r d u l y a u t h o r i z e d r e p r e s e n t a t i v e and s h a l l 32 
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1 terminate f i v e (5) year's from s a i d e f f e c t i v e date unless 1 

2 (a) such date o|f e x p i r a t i o n i s extended by the 2 

3 D i r e c t o r and the Land Commissioner, or 3 

4 (b) i t i s reasonably determined p r i o r t o the e x p i r a t i o n 4 

5 of the f i x e d term |or any e x t e n s t i o n t h e r e o f t h a t the 5 

6 u n i t i z e d land i s incapable o f production o f u n i t i z e d 6 

7 substances i n paying q u a n t i t i e s i n the formations t e s t e d 7 

8 hereunder and aftejr n o t i c e of i n t e n t i o n t o terminate the 8 

9 agreement on such ground i s given by the U n i t Operator t o 9 

10 a l l p a r t i e s i n i n t e r e s t a t t h e i r l a s t known addresses, the 10 

11 agreement i s terminated w i t h the approval of the Super- 11 

12 v i s o r and Land Commissioner, or 12 
i 

13 (c) a valuable 'discovery of u n i t i z e d substances has 13 

14 been made or accepted on u n i t i z e d land during s a i d i n i t i a l 14 

15 term or any extension t h e r e o f , i n which event the agree- 15 

16 ment s h a l l remain |in e f f e c t f o r such term and so long as 16 

17 u n i t i z e d substances can be produced i n q u a n t i t i e s s u f f i - 17 

18 c i e n t t o pay f o r the cost of producing same from w e l l s on 18 

19 u n i t i z e d land w i t l j i n any p a r t i c i p a t i n g area e s t a b l i s h e d 19 

20 hereunder and, should production cease, so long t h e r e a f t e r 20 

21 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 21 

22 of production or discovery of new production and so long 22 

23 t h e r e a f t e r as u n i t i z e d substances so discovered can be 23 

24 produced as a f o r e s a i d , or 24 

25 (d) i t i s terminated as he r e t o f o r e provided i n t h i s 25 

26 agreement. 26 

27 This agreement may be terminated a t any time by not less than 27 

28 75 per centum, on an acreage basis, of the working i n t e r e s t 28 

29 owners sig n a t o r y hereto, w i t h the approval of the Supervisor 29 

30 and Land Commissioner; |notice of any such approval t o be given 30 

31 by the U n i t Operator tcj> a l l p a r t i e s hereto. 31 
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21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The 1 
i 
i 

D i r e c t o r i s hereby v e s t e d w i t h a u t h o r i t y t o a l t e r o r m o d i f y from 2 
i 

t i m e t o t i m e i n h i s d i s c r e t i o n t h e q u a n t i t y and r a t e o f produc- 3 

t i o n under t h i s agreement when such q u a n t i t y and r a t e i s n ot 4 

f i x e d p u r s u a n t t o F e d e r a l o r S t a t e law o r does n o t conform t o 5 
i 

i 

any s t a t e - w i d e v o l u n t a r y c o n s e r v a t i o n o r a l l o c a t i o n program, 6 

which i s e s t a b l i s h e d , r e c o g n i z e d , and g e n e r a l l y adhered t o by 7 

t h e m a j o r i t y o f o p e r a t o r s i n such S t a t e , such a u t h o r i t y b e i n g 8 

hereby l i m i t e d t o a l t e r a t i o n o r m o d i f i c a t i o n i n t h e p u b l i c 9 

i n t e r e s t , t h e purpose t h e r e o f and t h e p u b l i c i n t e r e s t t o be 10 

ser v e d t h e r e b y t o be s t a t e d i n t h e o r d e r o f a l t e r a t i o n o r modi- 11 

f i c a t i o n . W i t h o u t r e g a r d t o t h e f o r e g o i n g , t h e D i r e c t o r i s 12 

a l s o hereby v e s t e d w i t h a u t h o r i t y t o a l t e r o r m o d i f y from t i m e 13 

t o t i m e i n h i s d i s c r e t i o n t h e r a t e o f p r o s p e c t i n g and d e v e l o p - 14 

ment and t h e q u a n t i t y apd r a t e o f p r o d u c t i o n under t h i s a gree- 15 

ment when such a l t e r a t i o n or m o d i f i c a t i o n i s i n t h e i n t e r e s t 16 

o f a t t a i n i n g t h e c o n s e r v a t i o n o b j e c t i v e s s t a t e d i n t h i s agree- 17 

ment and i s n o t i n v i o l a t i o n o f any a p p l i c a b l e F e d e r a l o r S t a t e 18 

law; p r o v i d e d , f u r t h e r , ; t h a t no such a l t e r a t i o n or m o d i f i c a t i o n 19 

s h a l l be e f f e c t i v e as tjo any l a n d o f t h e S t a t e o f New Mexico, 20 

as t o t h e r a t e o f p r o s p j e c t i n g and d e v e l o p i n g i n t h e absence o f 21 

t h e s p e c i f i c w r i t t e n a p p r o v a l t h e r e o f by t h e Commissioner and 22 
as t o any lands o f t h e 

lands s u b j e c t t o t h i s a; 

S t a t e o f New Mexico or p r i v a t e l y owned 23 

greement as t o t h e q u a n t i t y and r a t e o f 24 

p r o d u c t i o n i n t h e absence o f s p e c i f i c w r i t t e n a p p r o v a l t h e r e o f 25 

by t h e Commission. 26 

Powers i n t h i s s e d t i o n v e s t e d i n t h e D i r e c t o r s h a l l o n l y 27 

be e x e r c i s e d a f t e r n o t i c e t o U n i t Operator and o p p o r t u n i t y f o r 28 

h e a r i n g t o be h e l d n o t 'less t h a n 15 days from n o t i c e . 29 

22. CONFLICT OF SUPERVISION. N e i t h e r t h e U n i t Operator 30 

nor t h e w o r k i n g i n t e r e s j t owners nor any o f them s h a l l be s u b j e c t 31 

-26-



1 t o any f o r f e i t u r e , t e r m i n a t i o n or e x p i r a t i o n o f any r i g h t s h e r e - 1 

2 under o r under any leasjes o r c o n t r a c t s s u b j e c t h e r e t o , o r t o any 2 

3 p e n a l t y o r l i a b i l i t y oni account o f d e l a y o r f a i l u r e i n whole o r 3 

4 i n p a r t t o comply w i t h any a p p l i c a b l e p r o v i s i o n t h e r e o f t o t h e 4 

5 e x t e n t t h a t t h e U n i t O p e r a t o r , w o r k i n g i n t e r e s t owners or any o f 5 

6 them are h i n d e r e d , delaiyed o r p r e v e n t e d from c o m p l y i n g t h e r e w i t h 6 

i 

7 by reason o f f a i l u r e ofj t h e U n i t O p e r a t o r t o o b t a i n i n t h e e x e r - 7 

8 c i s e o f due d i l i g e n c e , jthe concurrence o f p r o p e r r e p r e s e n t a t i v e s 8 

9 o f t h e U n i t e d S t a t e s arid p r o p e r r e p r e s e n t a t i v e s o f t h e S t a t e o f 9 

10 New Mexico i n and about! any m a t t e r s o r t h i n g c o n c e r n i n g w h i c h i t 10 

11 i s r e q u i r e d h e r e i n t h a t such concurrence be o b t a i n e d . The p a r - 11 

12 t i e s h e r e t o , i n c l u d i n g [the C o n s e r v a t i o n Commission, agree t h a t 12 

13 a l l powers and a u t h o r i t y v e s t e d i n t h e C o n s e r v a t i o n Commission 13 

14 i n and by any p r o v i s i o n s o f t h i s agreement are v e s t e d i n the 14 

15 C o n s e r v a t i o n Commission and s h a l l be e x e r c i s e d by i t p u r s u a n t t o 15 

16 t h e p r o v i s i o n s o f t h e laws o f t h e S t a t e o f New Mexico and sub- 16 

17 j e c t i n any case t o appeal o r j u d i c i a l r e v i e w as may now or 17 

18 h e r e a f t e r be p r o v i d e d by t h e laws o f t h e S t a t e o f New Mexico. 18 

19 23. APPEARANCES, j U n i t Operator s h a l l , a f t e r n o t i c e t o 19 

20 o t h e r p a r t i e s a f f e c t e d , ; have t h e r i g h t t o appear f o r and on 20 

21 b e h a l f o f any and a l l i n t e r e s t s a f f e c t e d hereby b e f o r e t h e 21 

22 Department o f t h e I n t e r i o r , t h e Commissioner o f P u b l i c Lands o f 22 

23 t h e S t a t e o f New Mexico and t h e New Mexico O i l C o n s e r v a t i o n 23 

24 Commission and t o appeal from o r d e r s i s s u e d under t h e r e g u l a - 24 

25 t i o n s o f s a i d Department, t h e C o n s e r v a t i o n Commission or Land 25 

26 Commissioner or t o a p p l y f o r r e l i e f f rom any o f s a i d r e g u l a t i o n s 26 

27 or i n any pro c e e d i n g s R e l a t i v e t o o p e r a t i o n s b e f o r e t h e D e p a r t - 27 

28 ment o f t h e I n t e r i o r , tj.he Land Commissioner, or C o n s e r v a t i o n 28 

29 Commission or any o t h e r l e g a l l y c o n s t i t u t e d a u t h o r i t y ; p r o v i d e d , 29 

30 however, t h a t any o t h e r i n t e r e s t e d p a r t y s h a l l a l s o have t h e 30 

31 r i g h t a t h i s own expense t o be heard i n any such p r o c e e d i n g . 31 
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1 24. NOTICES. A l l [ n o t i c e s , demands or s t a t e m e n t s r e q u i r e d 1 

2 hereunder t o be g i v e n or| r e n d e r e d t o t h e p a r t i e s h e r e t o s h a l l 2 

3 be deemed f u l l y g i v e n i f g i v e n i n w r i t i n g and p e r s o n a l l y d e l i v - 3 

i 

4 e r e d t o t h e p a r t y or serjit by p o s t p a i d r e g i s t e r e d or c e r t i f i e d 4 

5 m a i l , addressed t o s u c h | p a r t y or p a r t i e s a t t h e i r r e s p e c t i v e 5 

6 addresses s e t f o r t h i n Connection w i t h t h e s i g n a t u r e s h e r e t o or 6 

7 t o t h e r a t i f i c a t i o n o r Consent h e r e o f or t o such o t h e r address 7 

8 as any such p a r t y may h^ve f u r n i s h e d i n w r i t i n g t o p a r t y sending 8 

9 t h e n o t i c e , demand or s t a t e m e n t . 9 

10 25. NO WAIVER OF CERTAIN RIGHTS. N o t h i n g i n t h i s agree- 10 

11 ment c o n t a i n e d s h a l l b e ! c o n s t r u e d as a w a i v e r by any p a r t y 11 

12 h e r e t o o f t h e r i g h t t o a s s e r t any l e g a l o r c o n s t i t u t i o n a l r i g h t 12 
i 

13 o r defense as t o t h e v a l i d i t y or i n v a l i d i t y o f any law o f t h e 13 

14 S t a t e w h e r e i n s a i d u n i t i z e d l a nds a r e l o c a t e d , or o f t h e U n i t e d 14 

15 S t a t e s , or r e g u l a t i o n s i s s u e d t h e r e u n d e r i n any way a f f e c t i n g 15 

16 such p a r t y , or as a w a i v e r by any such p a r t y o f any r i g h t beyond 16 

17 h i s or i t s a u t h o r i t y to[ w a i v e . 17 

18 26. UNAVOIDABLE DfeLAY. A l l o b l i g a t i o n s under t h i s agree- 18 

19 ment r e q u i r i n g t h e Unit; Operator t o commence or c o n t i n u e d r i l l - 19 

20 i n g or t o o p e r a t e on or; produce u n i t i z e d substances from any o f 20 

21 t h e lands covered by t h i i s agreement s h a l l be suspended w h i l e 21 

22 t h e U n i t O p e r a t o r , d e s p i t e t h e e x e r c i s e o f due care and d i l i - 22 

23 gence, i s p r e v e n t e d from complying w i t h such o b l i g a t i o n s , i n 23 

24 whole or i n p a r t , by s t r i k e s , a c t s o f God, F e d e r a l , S t a t e , or 24 

25 m u n i c i p a l law or agencies, u n a v o i d a b l e a c c i d e n t s , u n c o n t r o l l a b l e 25 

26 d e l a y s i n t r a n s p o r t a t i o n , i n a b i l i t y t o o b t a i n necessary mate- 26 

27 r i a l s i n open market, or o t h e r m a t t e r s beyond t h e r e a s o n a b l e 27 

28 c o n t r o l o f t h e U n i t Operator whether s i m i l a r t o m a t t e r s h e r e i n 28 

29 enumerated or n o t . N o [ u n i t o b l i g a t i o n w h i c h i s suspended under 29 

30 t h i s s e c t i o n s h a l l beccj>me due l e s s t h a n t h i r t y (30) days a f t e r 30 

31 i t has been d e t e r m i n e d \ t h a t t h e suspension i s no l o n g e r 31 
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1 a p p l i c a b l e . Determination of c r e d i t a b l e "Unavoidable Delay" 1 

2 time s h a l l be made by tjhe u n i t operator subject t o approval of 2 

3 the Supervisor and the [Land Commissioner. 3 

4 27. NONDISCRIMINATION. I n connection w i t h the performance 4 

i 

5 of work under t h i s agreement, the operator agrees t o comply w i t h 5 
i 

6 a l l the p r o v i s i o n s of sjection 202 (1) t o (7) i n c l u s i v e of Exe- 6 

7 c u t i v e Order 11246 (30 IF.R. 12319) , which are hereby incorporated 7 

8 by reference i n t h i s agreement. 8 

9 28. LOSS OF TITLE. I n the event t i t l e t o any t r a c t of 9 
i 

10 u n i t i z e d land s h a l l f a i j l and the t r u e owner cannot be induced t o 10 
i 

11 j o i n i n t h i s u n i t agreement, such t r a c t s h a l l be a u t o m a t i c a l l y 11 

12 regarded as not committjed hereto and there s h a l l be such r e - 12 

13 adjustment of f u t u r e cojsts and b e n e f i t s as may be r e q u i r e d on 13 

14 account of the loss of jsuch t i t l e . I n the event of a dispute as 14 

15 t o t i t l e as t o any r o y a l t y , working i n t e r e s t , or other i n t e r e s t s 15 

16 subject t h e r e t o , paymenjt or d e l i v e r y on account thereof may be 16 

17 w i t h h e l d w i t h o u t l i a b i l i t y f o r i n t e r e s t u n t i l the dispute i s 17 

18 f i n a l l y s e t t l e d ; provided, t h a t , as t o Federal and State land or 18 
t 

19 leases, no payments of jfunds due the United States or the State 19 

20 of New Mexico should bej w i t h h e l d , but such funds of the United 20 

21 States s h a l l be deposited as d i r e c t e d by the Supervisor and such 21 

22 funds of the State of Njew Mexico s h a l l be deposited as d i r e c t e d 22 
i 

23 by the Land Commissioned t o be hel d as unearned money pending 23 

24 f i n a l settlement of thei t i t l e d i s p ute, and then a p p l i e d as 24 

25 earned or returned i n accordance w i t h such f i n a l settlement. 25 

26 U n i t Operator as siuch 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 26 

27 f o r any defect or f a i l u r e of any t i t l e hereunder. 27 
i 

28 29. NON-JOINDER A|ND SUBSEQUENT JOINDER. I f the owner of 28 

29 any s u b s t a n t i a l i n t e r e s j t i n a t r a c t w i t h i n the u n i t area f a i l s 29 

30 or refuses t o subscribej or consent t o t h i s agreement, the owner 30 

31 of the working i n t e r e s t ; i n t h a t t r a c t may withdraw said t r a c t 31 
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1 from t h i s agreement by W r i t t e n n o t i c e d e l i v e r e d t o the Super- 1 

2 v i s o r and the Land Commissioner, and the U n i t Operator p r i o r t o 2 

3 the approval of t h i s agreement by the Supervisor. Any o i l or gas 3 

4 i n t e r e s t s i n lands w i t h i n the u n i t area not committed hereto 4 

5 p r i o r t o submission of i h i s agreement f o r f i n a l approval may 5 

6 t h e r e a f t e r be committedjhereto by the owner or owners t h e r e o f 6 

7 subscribing or consenting t o t h i s agreement, and, i f the i n t e r e s t 7 

8 i s a working i n t e r e s t , py the owner of such i n t e r e s t also sub- 8 

9 s c r i b i n g t o the u n i t operating agreement. A f t e r operations are 9 

10 commenced hereunder, th£ r i g h t of subsequent j o i n d e r , as pro- 10 

11 vided i n t h i s s e c t i o n , by a working i n t e r e s t owner i s subject t o 11 

12 such requirements or approvals, i f any, p e r t a i n i n g t o such 12 

13 j o i n d e r , as may be provided f o r i n the u n i t o p e rating agreement. 13 

14 A f t e r f i n a l approval hereof, j o i n d e r by a non-working i n t e r e s t 14 

15 owner must be consented! t o i n w r i t i n g by the working i n t e r e s t 15 

16 owner committed hereto and responsible f o r the payment o f any 16 

17 b e n e f i t s t h a t may accrue hereunder i n behalf of such non-working 17 

18 i n t e r e s t . A non-working i n t e r e s t may not be committed t o t h i s 18 

19 u n i t agreement unless t^e corresponding working i n t e r e s t i s 19 

20 committed hereto. Joinjder t o the u n i t agreement by a working- 20 

21 i n t e r e s t owner, at any jtime, must be accompanied by appropriate 21 

22 j o i n d e r t o the u n i t opejrating agreement, i f more than one com- 22 

23 m i t t e d w o r k i n g - i n t e r e s t j owner i s invol v e d , i n order f o r the 23 
i 
i 

24 i n t e r e s t t o be regarded as committed t o t h i s u n i t agreement. 24 

25 Except as may otherwise! herein be provided, subsequent j o i n d e r s 25 

26 t o t h i s agreement s h a l l be e f f e c t i v e as o f the f i r s t day of the 26 

27 month f o l l o w i n g the f i l i n g w i t h the Supervisor, the Land Commis- 27 

28 sioner and the Conservation Commission of duly executed counter- 28 

29 p a r t s o f a l l or any papers necessary t o e s t a b l i s h e f f e c t i v e 29 

30 commitment o f any t r a c t t o t h i s agreement unless o b j e c t i o n t o 29 

31 such j o i n d e r i s duly made w i t h i n 60 days by the Supervisor or 31 
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1 Land Commissioner, provided, t h a t as t o State lands, a l l subse- 1 

2 quent j o i n d e r s must be approved by the Land Commissioner. 2 

3 30. COUNTERPARTSL This agreement may be executed i n any 3 

4 number of counterparts I no one o f which needs t o be executed by 4 
i 

5 a l l p a r t i e s or may be r a t i f i e d or consented t o by separate i n - 5 

6 strument i n w r i t i n g s p e c i f i c a l l y r e f e r r i n g hereto and s h a l l be 6 

7 bin d i n g upon a l l t h o s e j p a r t i e s who have executed such a counter- 7 

8 p a r t , r a t i f i c a t i o n , oriconsent hereto w i t h the same forc e and 8 

9 e f f e c t as i f a l l such p a r t i e s had signed the same document and 9 
i 

10 regardless of whether or not i t i s executed by a l l other p a r t i e s 10 

11 owning or clai m i n g an i n t e r e s t i n the lands w i t h i n the above- 11 

12 described u n i t area. 12 

13 31. SURRENDER. Nothing i n t h i s agreement s h a l l p r o h i b i t 13 

14 the exercise by any working i n t e r e s t owner of the r i g h t t o sur- 14 

15 render vested i n such barty by any lease, sublease, or operating 15 

16 agreement as t o a l l or ;any p a r t of the lands covered thereby, 16 

17 provided t h a t each p a r t y who w i l l or might acquire such working 17 

18 i n t e r e s t by such surrender or by f o r f e i t u r e as h e r e a f t e r set 18 

19 f o r t h , i s bound by the terms of t h i s agreement. 19 

20 I f as a r e s u l t of |any such surrender the working i n t e r e s t 20 

21 r i g h t s as t o such lands; become vested i n any p a r t y other than 21 

22 the fee owner of the u n i t i z e d substances, said p a r t y may f o r f e i t 22 

23 such r i g h t s and further! b e n e f i t s from operation hereunder as t o 23 

24 said land t o the p a r t y !next i n the chain of t i t l e who s h a l l be 24 

25 and become the owner of; such working i n t e r e s t . 25 

26 I f as the r e s u l t of any such surrender or f o r f e i t u r e work- 26 

27 ing i n t e r e s t r i g h t s becjome vested i n the fee owner of the 27 

28 u n i t i z e d substances, such owner may: 28 

29 (1) Accept those tyorking i n t e r e s t r i g h t s subject t o t h i s 29 

30 agreement and the janit operating agreement; or 30 

31 (2) Lease the p o r t i o n of such land as i s included i n a 31 
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1 p a r t i c i p a t i n g area i e s t a b l i s h e d hereunder subject t o 1 

2 t h i s agreement andjthe u n i t operating agreement. 2 

3 (3) Provide f o r the independent operation of any p a r t 3 

4 of such land t h a t 4 r e not then included -within a p a r t i c i - 4 

5 p a t i n g area e s t a b l i s h e d hereunder. 5 

6 I f the fee owner oi| the u n i t i z e d substances does not accept 6 

7 the working i n t e r e s t r i g h t s subject t o t h i s agreement and the 7 
i 

8 u n i t operating agreement or lease such lands as above provided 8 

9 w i t h i n s i x (6) months a^ter the surrendered or f o r f e i t e d working 9 

10 i n t e r e s t r i g h t s become Vested i n the fee owner, the b e n e f i t s 10 

11 and o b l i g a t i o n s of operations accruing t o such lands under t h i s 11 

12 agreement and the u n i t Operating agreement s h a l l be shared by 12 

13 the remaining owners of [ u n i t i z e d working i n t e r e s t s i n accordance 13 

14 w i t h t h e i r r e s p e c t i v e wOrking i n t e r e s t ownerships, and such 14 

15 owners of working i n t e r e s t s s h a l l compensate the fee owner of 15 

16 u n i t i z e d substances i n 4 u c h lands by paying sums equal t o the 16 

17 r e n t a l s , minimum r o y a l t i e s , and r o y a l t i e s a p p l i c a b l e t o such 17 

18 lands under the lease i r i e f f e c t when the lands were u n i t i z e d . 18 

19 An appropriate accounting and settlement s h a l l be made f o r 19 

20 a l l b e n e f i t s accruing tO or payments and expenditures made or 20 

21 i n c u r r e d on behalf of sijch surrendered or f o r f e i t e d working 21 

22 i n t e r e s t subsequent t o the date of surrender or f o r f e i t u r e , and 22 

23 payment of any moneys fOund t o be owing by such an accounting 23 

24 s h a l l be made as between1 the p a r t i e s w i t h i n t h i r t y (30) days. 24 
i 

25 I n the event no u n i t operating agreement i s i n existence and a 25 
I 
i 

26 mutually acceptable agreement between the proper p a r t i e s t h e r e t o 26 
; 

27 cannot be consummated, the Supervisor may pres c r i b e such rea- 27 

28 sonable and e q u i t a b l e agjreement as he deems warranted under the 28 

29 circumstances. i 29 

30 The exercise of any| r i g h t vested i n a working i n t e r e s t 30 

31 owner t o reassign such wjorking i n t e r e s t t o the p a r t y from whom 31 
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.-' X I " x 

1 obtained s h a l l be subject t o the same c o n d i t i o n s as set f o r t h 1 
i 

2 i n t h i s s e c t i o n i n regard t o the exercise of a r i g h t t o surrender.2 

3 32. TAXES. The working i n t e r e s t owners s h a l l render and 3 

4 pay f o r t h e i r account arid the account of the r o y a l t y owners a l l 4 

5 v a l i d taxes on or measured by the u n i t i z e d substances i n and 5 

6 under or t h a t may be produced, gathered and sold from the land 6 

7 subject t o t h i s c o n t r a c t a f t e r the e f f e c t i v e date of t h i s agree- 7 

8 ment, or upon the proceeds or net proceeds derived therefrom. 8 

9 The working i n t e r e s t owners on each t r a c t s h a l l and may charge 9 

10 the proper p r o p o r t i o n of said taxes t o the r o y a l t y owners having 10 

11 i n t e r e s t s i n said t r a c t s and may c u r r e n t l y r e t a i n and deduct 11 

12 s u f f i c i e n t of the u n i t i z e d substances or d e r i v a t i v e products, 12 

13 or net proceeds thereof!from the a l l o c a t e d share of each r o y a l t y 13 

14 owner t o secure reimbursement f o r the taxes so paid. No such 14 

15 taxes s h a l l be charged t o the United States or the State of 15 

16 New Mexico or t o any lessor who has a c o n t r a c t w i t h h i s lessee 16 

17 which r e q u i r e s the lessee t o pay such taxes. 17 

18 33. NO PARTNERSHIP. I t i s expressly agreed t h a t the 18 

19 r e l a t i o n of the p a r t i e s ! hereto i s t h a t of independent contrac- 19 

20 t o r s and nothing i n t h i ^ agreement contained, expressed or 20 

21 i m p l i e d , nor any operations conducted hereunder, s h a l l create 21 

22 or be deemed t o have created a p a r t n e r s h i p or a s s o c i a t i o n be- 22 

23 tween the p a r t i e s hereto or any of them. 23 
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1 IN WITNESS WHEREOE, the p a r t i e s hereto have caused t h i s 1 

2 agreement t o be executed and have set opposite t h e i r r e s p e c t i v e 2 

3 names the date of execution. 3 

Date: 

ATTEST: 

UNIT OPERATOR AND WORKING INTEREST OWNER 

AMERICAN QUASAR PETROLEUM CO 
OF NEW MEXICO 

By. 

Address: 606 Vaughn B u i l d i n g 
Midland, Texas 79701 

OTHER 'WORKING INTEREST OWNERS 

UNION OIL COMPANY OF CALIFORNIA 

Date:_ 

ATTEST 

By. 

Address: P. O. Box 3100 
Midland, Texas 79701 

TEXACO INC. 

Date: ; By_ 

ATTEST: 
Address: P. O. Box 1270 

Midland, Texas 79701 
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OTHER WORKING INTEREST OWNERS (cont'd) 

BASS ENTERPRISES PRODUCTION CO. 

Date: By z_ 

ATTEST: 
Address: 1211 Fort Worth N a t i o n a l 

Bank B u i l d i n g 
F o r t Worth, Texas 

DELBASIN CORPORATION 

Date: By: 

ATTEST: 
Address: 1211 Fort Worth N a t i o n a l 

Bank B u i l d i n g 
F o r t Worth, Texas 

Date: 
PERRY R. BASS 

Address: 1211 Fort Worth N a t i o n a l 
Bank B u i l d i n g 
Fort Worth, Texas 

Date: 
GEORGE T. ABELL 

Address: P. o. Box 430 
Midland, Texas 79 701 

AMOCO PRODUCTION COMPANY 

Date: By: 

ATTEST: 
Address: P. O. Box 1410 

Fort Worth, Texas 
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STATE OF TEXAS ) 
) ss 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s day 

of , 1971, by , 

of 

a c o r p o r a t i o n , on beh a l f of s a i d c o r p o r a t i o n . 

My Commission Expires: 
Notary Public 

STATE OF TEXAS ) 
) ss 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s 

o f , 1971, by 

of 

a c o r p o r a t i o n , on behalf o f s a i d c o r p o r a t i o n . 

My Commission Expires: 
Notary Public 

STATE OF TEXAS ) 
) ss 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s day 

of , 19 71, by , 

My Commission Expires: 
Notary Public 
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BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION 

APPLICATION OP AMERICAN QUASAR 
PETROLEUM CO. OP NEW MEXICO POR 
APPROVAL OP A UNIT AGREEMENT AND 
FOR APPROVAL OP AN UNORTHODOX GAS 
WELL LOCATION, LEA COUNTY, NEW 
MEXICO 

Case No. 

A P P L I C A T I O N 

Comes now AMERICAN QUASAR PETROLEUM CO. OF NEW 

MEXICO by i t s a t t o r n e y s and applies f o r approval of the VACA 

DRAW UNIT Agreement and f o r approval of an unorthodox gas well 

location f o r the i n i t i a l t e s t well i n said Unit, and i n support 

of i t s application states: 

1. The proposed Vaca Draw Unit comprises a l l of 

Sections 8, 9, 10, 15, 16, 17, 20, 21, 22, 27, 28 and 29, 

T. 25 S., R. 33 E., Lea County, New Mexico, comprising 7,680 

acres, more or less, of Federal, State and fee lands. 

2. The proposed Vaca Draw Unit i s governed by the 

Vaca Draw Unit Agreement which designates American Quasar 

Petroleum Co. of Nev; Mexico, 606 Vaughn Building, Midland, 

Texas 79701, as the u n i t operator. The Unit Agreement contem

plates 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 of 

18,500 feet or to the Devonian Formation. The proposed uni t i s 

North of and adjacent to the Red H i l l s Unit, as contracted. 

3. The i n i t i a l t e s t w e l l f o r the proposed u n i t i s 

projected as a gas well 660 feet from the North l i n e and 760 

feet from the East l i n e , i n the NE/4 NE/4 of Section 28, 

T. 25 S., R. 33 E., Lea County, New Mexico. Although t h i s w e l l 

i s projected to 18,500 feet or to the Devonian Formation i t i s 

probable that production w i l l be obtained i n the Wolfcamp 

Formation. The proposed location from the said w e l l would be 

•northodox under the special rules and regulations established 



f o r the Red Hills-Wolfcamp Gas Pool by Order No. R-3073. 

4. Applicant seeks approval of the proposed Unit 

Agreement and fu r t h e r seeks approval of the proposed unorthodox 

location f o r i t s i n i t i a l t e s t w e l l therein. Approval of t h i s 

application w i l l prevent waste, protect c o r r e l a t i v e r i g h t s , 

prevent the d r i l l i n g of unnecessary wells and enable the u n i t 

operator to achieve an optimum loca t i o n f o r the N i n i t i a l t e s t 

w e l l f o r t h i s u n i t . 

be set f o r hearing before the Commission or one of i t s 

examiners and that the Commission enter i t s order approving the 

Vaca Draw Unit Agreement and the unorthodox location f o r the 

i n i t i a l t est well t h e r e i n , a l l as set f o r t h herein. 

WHEREFORE, applicant requests that t h i s application 

MONTGOMERY, FEDERICI, ANDREWS, 
HANNAHS & MORRIS 

Santa Fe, N.M.'87501 

ATTORNEYS FOR AMERICAN QUASAR 
PETROLEUM CO. OF NEW MEXICO 
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BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION 

APPLICATION OF AMERICAN QUASAR 
PETROLEUM CO. OF NEW MEXICO FOR 
APPROVAL OF A UNIT AGREEMENT AND 
FOR APPROVAL OF AN UNORTHODOX GAS 
WELL LOCATION, LEA COUNTY, NEW 
MEXICO 

A P P L I C A T I O N 

Comes now AMERICAN QUASAR PETROLEUM CO. OF NEW 

MEXICO by i t s a t t o r n e y s and applies f o r approval of the VACA 

DRAW UNIT Agreement and f o r approval of an unorthodox gas well 

l o c a t i o n f o r the i n i t i a l t e s t well i n said Unit, and i n support 

of i t s application states: 

1. The proposed Vaca Draw Unit comprises a l l of 

Sections 8, 9, 10, 15, 16, 17, 20, 21, 22, 27, 28 and 29, 

T. 25 S., R. 33 E., Lea County, New Mexico, comprising 7,680 

acres, more or less, of Federal, State and fee lands. 

2. The proposed Vaca Draw Unit i s governed by the 

Vaca Draw Unit Agreement which designates American Quasar 

Petroleum Co. of New Mexico, 606 Vaughn Building, Midland, 

Texas 79701, as the u n i t operator. The Unit Agreement contem

plates 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 of 

18,500 feet or to the Devonian Formation. The proposed u n i t i s 

North of and adjacent to the Red H i l l s Unit, as contracted. 

3« The i n i t i a l t e s t vrell f o r the proposed u n i t i s 

projected as a gas vrell 660 feet from the North l i n e and 760 

feet from the East l i n e , i n the NE/4 NE/4 of Section 28, 

T. 2 5 S., R. 33 E., Lea County, Nev/ Mexico. Although t h i s w e l l 

i s projected to 18,500 feet or to the Devonian Formation i t i s 

probable that production w i l l be obtained i n the Wolfcamp 

Formation. The proposed location the said w e l l would be 

tfciorthodox under the special rules and regulations established 

Case No, 



f o r the Red Hills-Wolfcamp Gas Pool by Order No. R-3073. 

4. Applicant seeks approval of the proposed Unit 

Agreement and fu r t h e r seeks approval of the proposed unorthodox 

location f o r i t s i n i t i a l t e s t w e l l therein. Approval of t h i s 

application w i l l prevent waste, protect c o r r e l a t i v e r i g h t s , 

prevent the d r i l l i n g of unnecessary wells and enable the u n i t 

operator to achieve an optimum loca t i o n f o r the i n i t i a l t e s t 

xvell f o r t h i s u n i t . 

be set f o r hearing before the Commission or one of i t s 

examiners and that the Commission enter i t s order approving the 

Vaca Draw Unit Agreement and the unorthodox location f o r the 

i n i t i a l t e s t w e l l therein, a l l as set f o r t h herein. 

WHEREFORE, applicant requests that t h i s application 

MONTGOMERY, FEDERICI, ANDREWS, 
HANNAHS & MORRIS 

Santa Fe, N.M./87501 

ATTORNEYS FOR AMERICAN QUASAR 
PETROLEUM CO. OF NEW MEXICO 

-2-
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CONSENT TO UNORTHODOX WELL LOCATION 

TO: New Mexico O i l Conservation Commission 
Santa Fe, New Mexico 

Gentlemen: 

Reference i s made t o a p p l i c a t i o n of American Quasar Petroleum 
Co. of New Mexico f o r approval o f an unorthodox gas w e l l l o c a t i o n 
660 f e e t from the North l i n e and 760 f e e t from the East l i n e of 
Section 28, T. 25 S., R. 33 E., Lea County, New Mexico. 

The undersigned, being t h e owner(s) o f an o i l and gas lease(s) 
o f f s e t t i n g the proposed unorthodox l o c a t i o n , hereby consents 
t o s a i d unorthodox l o c a t i o n . 

TEXACO INC. 

DATE: 

BEFORE EXAMINER UTZ 
CONSERVATION CO 



CONSENT TO UNORTHODOX WELL LOCATION 

TO: New Mexico O i l Conservation Commission 
Santa Fe, New Mexico 

Gentlemen: 

Reference i s made t o a p p l i c a t i o n of American Quasar Petroleum 
Co. of New Mexico f o r approval o f an unorthodox gas w e l l l o c a t i o n 
660 f e e t from the North l i n e and 760 f e e t from the East l i n e of 
Section 28, T. 25 S., R. 33 E., Lea County, New Mexico. 

The undersigned, being the owner(s) of an o i l and gas lease(s) 
o f f s e t t i n g the proposed unorthodox l o c a t i o n , hereby consents 
t o s a i d unorthodox l o c a t i o n . 

DATE: 

Union Oil Company of California 

By 0^^^41*4414^ 

DATE: 

DATE 

DATE i 

Bass 

5 ^ ? / 7 / 

Bass En t e r p r i s e s Production Co 

BEFORE EXAMINER UTZ 
IL CONSERVATION wM/vu:>blC 

^bf(t??t?s EXMIb.Y K^>. Y 

''" oE NO. ¥*7f 
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RATIFICATION OF AND JOINDER IN 
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE 
VACA DRAW UNIT AREA 

LEA COUNTY, NEW MEXICO 

In c o n s i d e r a t i o n o f the execution o f the U n i t Agreement and the 
Unit Operating Agreement f o r the Vaca Draw U n i t Area, Lea County, 
New Mexico, by American Quasar Petroleum Co. o f New Mexico, as the 
Unit Operator, and other working i n t e r e s t owners i n sa i d area, each 
of which agreements i s dated as o f March 10, 19 71 , the 
undersigned owner or owners of lands, i n t e r e s t s i n lands, o i l and 
gas leases, i n t e r e s t s i n leases or working i n t e r e s t s i n production 
l o c a t e d i n s a i d Vaca Draw U n i t Area and described as subject t o s a i d 
agreements, hereby s e v e r a l l y , each t o the extent o f h i s or i t s p a r t i c 
u l a r ownership or i n t e r e s t , consent t o the i n c l u s i o n o f s a i d lands or 
leases or other i n t e r e s t s w i t h i n the Unit Area and approve and adopt 
the terms of s a i d agreements as a p p l i c a b l e t o s a i d lands, leases or 
other i n t e r e s t s , and hereby r a t i f y , j o i n i n and adopt s a i d agreements 
and a l l of the terms and p r o v i s i o n s t h e r e o f as though they were the 
o r i g i n a l s i g n a t o r y p a r t i e s t h e r e t o , and hereby commit s a i d lands, leases 
or other i n t e r e s t s t o sa i d agreements and hereby assume a l l of the 
r i g h t s and o b l i g a t i o n s i n c i d e n t t h e r e t o under s a i d agreements, f u r t h e r 
acknowledging r e c e i p t of a copy of each of s a i d agreements. 

Date: 

ATTEST: I 1 ?~S5̂  

TEXACO Inc. 

By l - H - y> } C_ <• -~f- i>~—< 1 Ait8rgeyyin»Fact j -

Address : i.P. 0. Box 

Midland, Texas 79701 

STATE OF TEXAS ) 
) ss 

COUNTY OF Midland ) 

TKe foregoing instrument was acknowledged before me t h i s ^ % a y 
of . ^ W C ^ W ^ ^ J 19 71, by M ^ 7 ^ / ^ ,Attoraay-m-yect 
o f y TEXACO Inc. a c o r p o r a t i o n , on 
b e h a l f o f s a i d c o r p o r a t i o n . 

My Commission Expires: ^ ^ ^ x y ^ ^ ^ A / y ^ S ^ x ? ^ ^ ^ / 
6*1*73 Notary Publ ic of 

Midland County, Texas 

STATE OF TEXAS ) 
) ss 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s day 
of , 1971, by 

My Commission Expires: 
Notary Public 



RATIFICATION OF AND JOINDER IN 
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE 
VACA DRAW UNIT AREA 

LEA COUNTY, NEW MEXICO 

I n c o n s i d e r a t i o n o f th e execution o f the Un i t Agreement and the 
U n i t Operating Agreement f o r the Vaca Draw U n i t Area, Lea County, 
New Mexico, by American Quasar Petroleum Co. of New Mexico, as the 
Uni t Operator, and other working i n t e r e s t owners i n s a i d area, each 
o f which agreements i s dated as o f March 10, 19 71 , the 
undersigned owner or owners of lands, i n t e r e s t s i n lands, o i l and 
gas leases, i n t e r e s t s i n leases or working i n t e r e s t s i n pro d u c t i o n 
l o c a t e d i n s a i d Vaca Draw U n i t Area and described as sub j e c t t o s a i d 
agreements, hereby s e v e r a l l y , each t o the extent o f h i s or i t s p a r t i c 
u l a r ownership or i n t e r e s t , consent t o the i n c l u s i o n o f s a i d lands or 
leases or other i n t e r e s t s w i t h i n the Unit Area and approve and adopt 
the terms of s a i d agreements as a p p l i c a b l e t o s a i d lands, leases or 
other i n t e r e s t s , and hereby r a t i f y , j o i n i n and adopt s a i d agreements 
and a l l o f the terms and p r o v i s i o n s t h e r e o f as though they were the 
o r i g i n a l s i g n a t o r y p a r t i e s t h e r e t o , and hereby commit s a i d lands, leases 
or other i n t e r e s t s t o s a i d agreements and hereby assume a l l of the 
r i g h t s and o b l i g a t i o n s i n c i d e n t t h e r e t o under s a i d agreements, f u r t h e r 
acknowledging r e c e i p t o f a copy of each o f s a i d agreements. 

Date: ^ " l 7 ~ 7 / 

ATTEST: 
Address : Box 430 

Midland, Texas 79 701 

STATE OF TEXAS ) 
) ss 

COUNTY OF ) 

The f o r e g o i n g instrument was acknowledged before me t h i s day 
of , 1971, by , 
of , a c o r p o r a t i o n , on 
be h a l f o f s a i d c o r p o r a t i o n . 

My Commission Expires: 
. Notary P u b l i c 

STATE OF TEXAS ) 
) ss 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me t h i s / y ^^day 
o f September 1971, by George T. A b e l l and Gladys H. A b e l l , h i s w i f e , 

My Commission Expires: ^/Y/^Z*-.^^^' .X^^^^t-^^*^y 
^ O ^ v j ? J / /^7 7 3 N o t a r y P u b l i c Dolores DeArmon 



RATIFICATION OF AND JOINDER IN 
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE 
VACA DRAW UNIT AREA 

LEA COUNTY, NEW MEXICO 

I n c o n s i d e r a t i o n o f t h e execution o f the U n i t Agreement and th e 
U n i t Operating Agreement f o r the Vaca Draw U n i t Area, Lea County, 
New Mexico, by American Quasar Petroleum Co. o f New Mexico, as the 
Un i t Operator, and other working i n t e r e s t owners i n s a i d area, each 
of which agreements i s dated as o f March 10, 19 71 , t h e 
undersigned owner or owners of lands, i n t e r e s t s i n lands, o i l and 
gas leases, i n t e r e s t s i n leases or working i n t e r e s t s i n pr o d u c t i o n 
l o c a t e d i n s a i d Vaca Draw U n i t Area and described as su b j e c t t o s a i d 
agreements, hereby s e v e r a l l y , each t o the extent o f h i s or i t s p a r t i c 
u l a r ownership or i n t e r e s t , consent t o t h e i n c l u s i o n of s a i d lands or 
leases or other i n t e r e s t s w i t h i n the Unit Area and approve and adopt 
t h e terms o f s a i d agreements as a p p l i c a b l e t o s a i d lands, leases or 
other i n t e r e s t s , and hereby r a t i f y , j o i n i n and adopt s a i d agreements 
and a l l o f the terms and p r o v i s i o n s t h e r e o f as though they were the 
o r i g i n a l s i g n a t o r y p a r t i e s t h e r e t o , and hereby commit s a i d lands, leases 
or other i n t e r e s t s t o s a i d agreements and hereby assume a l l of the 
r i g h t s and o b l i g a t i o n s i n c i d e n t t h e r e t o under s a i d agreements, f u r t h e r 
acknowledging r e c e i p t of a copy of each of "said agreements. 

Date: BASS KWTF.R PR Tf iKf i PRO DUCT1 TON CO 

A T T E S T : 

JULJr 
71 Secre tary / 

By 

Address: 1211 F o r t Worth N a t i o n a l 

Bank Bldg., Fort Worth. Tex, 

STATE OF TEXAS 

COUNTY OF TARRANT 
) ss 

The foregoing instrument was acknowledged before me this 1 day "•f-
of September ~~ 

/J 
Pr-c- JT I d * ~ , 1971, by fc: uo Ja A*. />> j 9 1 

o f Bass En t e r p r i s e s Production Co. , a/ c o r p o r a t i o n , on 
be h a l f o f s a i d c o r p o r a t i o n . 

My Commission Expires: Commission Exi 

STATE OF TEXAS 

COUNTY OF 
) ss 
) 

The foregoing instrument was acknowledged before me t h i s 
o f , 1971, by 

day 

My Commission Expires: 
Notary P u b l i c 



RATIFICATION OF AND JOINDER IN 
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE 
VACA DRAW UNIT AREA 

LEA COUNTY, NEW MEXICO 

I n c o n s i d e r a t i o n o f the execution o f the U n i t Agreement and the 
Un i t Operating Agreement f o r the Vaca Draw U n i t Area, Lea County, 
New Mexico, by American Quasar Petroleum Co. o f New Mexico, as the 
Uni t Operator, and other working i n t e r e s t owners i n s a i d area, each 
o f which agreements i s dated as o f March 10, 19 71 , the 
undersigned owner or owners of lands, i n t e r e s t s i n lands, o i l and 
gas leases, i n t e r e s t s i n leases or working i n t e r e s t s i n pr o d u c t i o n 
l o c a t e d i n s a i d Vaca Draw U n i t Area and described as sub j e c t t o s a i d 
agreements, hereby s e v e r a l l y , each t o the extent o f h i s or i t s p a r t i c 
u l a r ownership or i n t e r e s t , consent t o the i n c l u s i o n o f s a i d lands or 
leases or other i n t e r e s t s w i t h i n the U n i t Area and approve and adopt 
the terms of s a i d agreements as a p p l i c a b l e t o s a i d lands, leases or 
o t h e r ' i n t e r e s t s , and hereby r a t i f y , j o i n i n and adopt s a i d agreements 
and a l l o f the terms and p r o v i s i o n s t h e r e o f as though they were the 
o r i g i n a l s i g n a t o r y p a r t i e s t h e r e t o , and hereby commit s a i d lands, leases 
or other i n t e r e s t s t o s a i d agreements and hereby assume a l l o f the 
r i g h t s and o b l i g a t i o n s i n c i d e n t t h e r e t o under s a i d agreements, f u r t h e r 
acknowledging r e c e i p t of a copy of each o f "said agreements. 

Date: 

ATTEST: sTANCY LEE^BASS 
Address: 121_rFort Worth N a t i o n a l 

Bank Bldg., F o r t Worth, Tex. 

STATE OF TEXAS ) 

) ss 
COUNTY OF g&B&MBbc ) 

The foregoing instrument was acknowledged before me t h i s 
, 1971, by 

day 
o f 
of 
b e h a l f o f s a i d c o r p o r a t i o n . 

My Commission Expires: 

, a c o r p o r a t i o n , on 

Notary P u b l i c 

STATE OF TEXAS 

COUNTY OF TARRANT 

) 

) ss 
) 

/3 day The foregoing instrument was acknowledged before me t h i s 
o f September , 1971, by Perry R. Bass and Nancy Lee Bass, h i s w i f e 

My fGoimnission Expires: rfGommission EJ 



RATIFICATION OF AND JOINDER IN 
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE 
VACA DRAW UNIT AREA 

LEA COUNTY, NEW MEXICO 

I n c o n s i d e r a t i o n o f t h e execution o f the U n i t Agreement and the 
Un i t Operating Agreement f o r t h e Vaca Draw U n i t Area, Lea County, 
New Mexico, by American Quasar Petroleum Co. o f New Mexico, as the 
Uni t Operator, and other working i n t e r e s t owners i n s a i d area, each 
of which agreements i s dated as o f March 10, 19 71 , t h e 
undersigned owner or owners o f lands, i n t e r e s t s i n lands, o i l and 
gas leases, i n t e r e s t s i n leases or working i n t e r e s t s i n pro d u c t i o n 
l o c a t e d i n s a i d Vaca Draw U n i t Area and described as su b j e c t t o s a i d 
agreements, hereby s e v e r a l l y , each t o the extent o f h i s or i t s p a r t i c 
u l a r ownership or i n t e r e s t , consent t o the i n c l u s i o n o f s a i d lands or 
leases or other i n t e r e s t s w i t h i n the Unit Area and approve and adopt 
t h e terms of s a i d agreements as a p p l i c a b l e t o s a i d lands, leases or 
other i n t e r e s t s , and hereby r a t i f y , j o i n i n and adopt s a i d agreements 
and a l l o f t h e terms and p r o v i s i o n s t h e r e o f as though they were the 
o r i g i n a l s i g n a t o r y p a r t i e s t h e r e t o , and hereby commit s a i d lands, leases 
or other i n t e r e s t s t o s a i d agreements and hereby assume a l l o f the 
r i g h t s and o b l i g a t i o n s i n c i d e n t t h e r e t o under s a i d agreements, f u r t h e r 
acknowledging r e c e i p t of a copy o f each of "said agreements. 

Date: 9 - /5 DELBASIN CORPORATION 

ATTEST 

n. f -3- -c *••— 
Secretary 

By 

Address: 1211 Fort Worth N a t i o n a l 

Bank Bldg., F o r t Worth, Tex 

STATE OF TEXAS 

COUNTY OF TARRANT 
) ss 

) 

The fo r e g o i n g instrument was acknowledged before me t h i s 

/J day September , 1971, by 
Delbasin Corporation 

o f 
o f 

b e h a l f o f s a i d c o r p o r a t i o n . 

My Commission Expires: 

£T UJ Stt **-y\j>J en 

, a /c'&BfiBjfat ion, on 

STATE OF TEXAS 

COUNTY OF 
) ss 

) 

The foregoing instrument was acknowledged before me t h i s 
o f , 1971, by 

day 

My Commission Expires: 
Notary P u b l i c 


