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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF THE 

NORTHEAST CAPROCK QUEEN UNIT 
LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered Into as of the day of , 

1961, by and between the parties subscribing, ratifying or consenting 

hereto, and herein referred to as "parties hereto", 

WITNESSETH: That, 

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

other oil or gas interests in the Unit subject to this Agreement; and 

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

Mexico is authorized by an Aot of the Legislature (Sec. 3, Chap. 88, 

Laws 1943 as amended by Sec, 1 of Chap. 162, Laws of 1951, Chap. 7, Art. 

11, Sec. 39* N.M.S. 1953 anno) to consent to or approve this Agreement 

on behalf of the State of New Mexico, insofar as i t covers and includes 

lands and mineral Interests of the State of New Mexico; and 

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

Mexico is authorized by an Act of the Legislature (Sec. 3> Chap. 88, 

Laws of 1943, as amended by Sec. 1, Chap. 162, Laws of 1951, Chap. 7, 

Art. 11, Sec. 41, N.M.S. 1953 anno) to amend with the approval of the 

lessee, any oil and gas lease embracing State lands so that the length 

of the term of said lease may coincide with the term of such unitized 

development and operation of State lands; and 

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

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

Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) to 

approve this Agreement, and the conservation provisions hereof; and 

WHEREAS, the Mineral Leasing Act of February 25, 1920, (4l Stat. 

437, as amended, 30 U.S.C. Sections l 8 l et seq.) authorizes Federal 

lessees and their representatives to unite with each other or jointly 

or separately with others in collectively adopting and operating a co­

operative or unit plan of development or operation of any oil or gas 
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pool, f i e l d or l i k e area or any part thereof for the purpose of more 

properly conserving the natural resources thereof whenever determined 

and c e r t i f i e d by the Secretary of the Int e r i o r to be necessary or advis­

able l n the public interest; and 

WHEREAS, the parties hereto hold sufficient interests i n the 

Northeast Caprock Queen Unit covering the land hereinafter described 

to give reasonably effective control of operation therein; and 

WHEREAS, i t i s the purpose of the parties hereto, to enable i n s t i ­

t u t ion and consummation of secondary recovery operations, conserve nat­

ural resources, prevent waste and secure the other benefits obtainable 

through development and operation of the area subject to this Agreement 

under the terms, conditions and limitations herein set f o r t h . 

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

herein contained, the parties hereto commit to this Agreement their 

entire respective interests i n the below defined Unit Area, and agree 

severally among themselves as follows: 

SECTION 1. ENABLING ACT AND REGULATIONS: The Mineral Leasing 

Act of February 25, 1920, as amended, supra, and a l l valid, pertinent 

regulations, including operating and unit plan regulations, heretofore 

issued thereunder and v a l i d , pertinent and reasonable regulations here­

after issued thereunder are accepted and made a part of this Agreement 

as to Federal lands, provided such regulations are not inconsistent 

with the terms of this Agreement; and as to non-Federal lands, the o i l 

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

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

terms hereof or the laws of the State l n which the non-Federal land i s 

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

SECTION 2. UNIT AREA AND DEFINITIONS: For the purpose of this 

Agreement, the following terms and expressions as used herein shall 

mean; 

(a) "Unit Area" 13 defined as those lands specified on 
Exhibit "A hereof, and such land Is hereby designated and recognized as 
constituting the Unit Area; the lands described i n said Exhibit "A" are 
described as follows, to-wlt: 
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Township 12 South, Range 32 East, New Mexico Principal Meridian 

Section l 4 j S/2 SW/4 
Section 15; S/2 SE/4, NW/4 SW/4 
Section. l6s S/2 
Section 17s SE/4 SE/4 
Section 20; NE/4 
Section 21s NW/4, N/2 NE/4, NW/4 SW/4 
Section 22s N/2 N/2, SE/4 NE/4 
Section 23s NW/4 

containing 1,360.00 acres, more or less, i n Lea County, New 
Mexico. 

(b) "Commissioner" i s defined as the Commissioner of Public 
Lands of the State of New Mexico. 

(c) "Commission" is defined as the Oil Conservation Commis­
sion of the State of New Mexico. 

(d) "Director" i s defined as the Director of the United 
States Geological Survey. 

(e) "Secretary" Is defined as the Secretary of the Interior 
of the United States of America. 

( f ) "Department" Is defined as the Department of the Interior 
of the United States of America. 

(g) "Supervisor" Is defined as the Oil and Gas Supervisor 
of the United States Geological Survey. 

(h) "Queen Formation" Is defined and shall mean that hereto­
fore established underground reservoir, the top of which is found at 
2,986 feet, and the base of which i s found at 3*323 feet, on the Gamma 
Ray log of TEXACO Inc.'s State of New Mexico "BA" (NCT-8) Lease, Well No. 
located l n the NE/4 NE/4 of Section 22, T-12-S, R-32-E, insofar as the 
same l i e s within the Unit Area. 

( i ) "Unitized Formation" is defined as the portion of the 
Queen Formation effectively committed to this Agreement. 

( j ) "Unitized Substances" i s defined as and shall mean a l l 
o i l , gas, gaseous substances, sulphur contained In gas, condensate, 
d i s t i l l a t e and a l l associated and constituent liquids or llqueflable 
hydrocarbons within or produced from the Unitized Formation. 

(k) "Working Interest" i s defined as the right to search for, 
produce and acquire Unitized Substances whether held as an Incident of 
ownership of mineral fee simple t i t l e , under an o i l and gas lease, or 
otherwise held. 

( l ) "Working Interest Owner" is defined as and shall mean 
any party hereto owning a Working Interest, including a carried working 
interest owner, holding an interest i n Unitized Substances by virtue of 
a lease, operating agreement, fee t i t l e or otherwise, which interest i s 
chargeable with and obligated to pay or bear, either l n cash or out of 
production, or otherwise, a l l or a portion of the cost of d r i l l i n g , de­
veloping and producing the Unitized Substance from the Unitized Formation 
and operating thereof hereunder. 

(m) "Royalty Interest" or "Royalty" Is defined as an Inter­
est other than a Working Interest i n or right to receive a portion of 
the Unitized Substances or the proceeds thereof and includes the royalty 
interest reserved by the lessor by an o i l and gas lease and any overrid­
ing royalty interest, o i l payment interest, net p r o f i t contracts, or any 
other payment or burden which does not carry with i t the right to search 
for and produce Unitized Substances. 
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(n) "Royalty Owner" Is defined as and sh a l l mean the owner 
of a Royalty I n t e r e s t . 

(o) "Unit Operating Agreement" i s defined as and s h a l l mean 
any agreement or agreements (whether one or more) entered Into (sepa­
r a t e l y or c o l l e c t i v e l y ) by and between the Unit Operator and the Working 
Interest Owners as provided i n Section 10, I n f r a , and shall be styled 
"Unit Operating Agreement, Northeast Caprock Queen Unit, Lea County, 
New Mexico, " 

(p) "Paying Quantities" i s defined as production of Unitized 
Substances i n quantities s u f f i c i e n t to pay f o r the cost of producing 
same from wells on the u n i t i z e d land. 

(q) "Phase I " Is defined as that period of time u n t i l the 
t o t a l amount of Unit Area Remaining Primary Reserves i s produced. For 
a l l purposes of t h i s Agreement the date of termination of Phase I shall 
be the l a s t day of the month i n which such amount of o i l i s produced,, 

( r ) "Phase I I " i s defined as the remainder of the term of 
t h i s Agreement a f t e r the termination of Phase I . 

(s) "Tract or Unit Area Remaining Primary Reserves" i s defined 
as the number of barrels of o i l heretofore approved by the Working 
Interest Owners or the estimated remaining primary o i l reserves as of 
January 1, 1961, from such Tract or the Unit Area. 

( t ) "Tract or Unit Area Ultimate Primary Recovery" i s defined 
as t o t a l cumulative amount of o i l produced from such Tract or the Unit 
Area to January 1, 1961, as reported to the State O i l Conservation 
Commission, plus the Tract or the Unit Area Remaining Primary Reserves, 
as applicable. 

SECTION 3o EXHIBITS t Exhibit "A" attached hereto i s a map show­

ing, to the extent known to the Unit Operator, the Unit Area and the 

boundaries and i d e n t i t y of t r a c t s and leases i n said Unit Area. Exhibit 

"B" attached hereto i s a schedule showing, to the extent known to the 

Unit Operator, the acreage comprising each t r a c t , percentage ownership 

of each Working Interest Owner i n each t r a c t , and the percentage of p a r t i ­

cipation each t r a c t has i n the Unit Area. However, nothing herein or 

i n said schedule or map sh a l l be construed as a representation by any 

party hereto as to the ownership of any i n t e r e s t other than such i n t e r ­

est or interests as are shown i n said map or schedule as owned by such 
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party. Exhibits "A" and »'BH shall be revised by the Unit Operator when­

ever changes render such revision necessary, and at least two copies of 

such revision shall be f i l e d with the Commissioner, and not less than 

six copies thereof shall be f i l e d with the Supervisor, 

SECTION 4. EXPANSION: The above described Unit Area may when 

practicable be expanded to lnolude therein any additional tract or 

tracts regarded as reasonably necessary or advisable for the purposes 

of this Agreement to conform with the purposes of this Agreement. Such 

expansion shall be effected l n the following manner: 

(a) The Working Interest Owner or owners of a tract or. 
tracts desiring to bring such tract or tracts into this Unit, shall f i l e 
an application therefor with Unit Operator requesting such admission. 

(b) Unit Operator shall circulate a notice to each Working 
Interest Owner of the proposed expansion, setting out the basis for ad­
mission, the unit participation to be assigned to such tract or tracts, 
and other pertinent data. After negotiation (at Working Interest Ovmers' 
meeting or otherwise) I f 90 percent of the Working Interest Ovmers (on 
the basis of unit participation during Phase I I ) have agreed to such 
tract or tracts being brought Into the Unit, then Unit Operator shall: 

(1) Prepare a notice of proposed expansion describing 
the contemplated changes i n the boundaries of the Unit Area, the reason 
therefor, the basis for admission of the additional tract or tracts, the 
unit participation to be assigned thereto and the proposed effective 
date thereof, preferably the f i r s t day of a month subsequent to the date 
of notice; and 

(2) Deliver copies of said notice to the Commissioner, 
the Director, each Working Interest Owner (mailing copy of such notice 
to the last known address of each such Working Interest Owner) and to 
the lessee and lessor whose interests are proposed to be committed, ad­
vising such parties that t h i r t y (30) days v i l l i be allowad for submission 
to the Unit Operator of any objection to such proposed expansion; and 

(3) F i l e , upon the expiration of said t h i r t y (30) day 
period as sat out i n (2) immediately above and provided that objections 
of not more' than 10 percent of the Working Interest Owners have been 
f i l e d thereto, with the Commissioner, Director and the Commission the 
following: (a) Comprehensive statement as to mailing such notice of ex­
pansion: (b) An application for such expansion; and (c) An instrument 
containing the appropriate joinders i n compliance with the participation 
requirements of Section 14, i n f r a . 

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

mation and upon approval by the Commissioner, the Director and the Com­

mission, become effective as of the date prescribed i n the notice there­

of or on such other date as set by the Commissioner, the Director and 

the Commission i n the order or instrument approving such expansion. 
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SECTION 5, CONTRACTION; When practicable, the Unit Area shall be 

contracted to exclude land not effectively committed to this Unit Agreement, 

whenever such contraction i s necessary or advisable to conform with the 

purposes of this Agreement. Such contraction should be effected ln the 

following manner: 

(a) Unit Operator, with concurrence of at least 80 percent 
of the Working Interest Owners, on the basis of unit participation 
during Phase I I , or on demand of the Director, or on demand of the 
Commissioner, after preliminary concurrence by the Director, shall 
prepare a notice of contraction describing the contemplated changes i n 
the boundaries of the Unit Area, the reasons therefor, and the proposed 
effective date thereof, preferably the f i r s t day of a month subsequent 
to the date of notice. 

(b) Said notice shall be delivered to the Supervisor, Com­
mission, and to the Commissioner, and copies thereof mailed to the last 
known address of each Working Interest Owner, lessee, and Royalty Owner 
whose Interests are affected, advising that 30 days will be'allowed for 
submission to the Unit Operator of any objections. 

(c) Upon expiration of the 30-day period provided in the pre­
ceding item (b) hereof, Unit Operator shall f i l e with the Supervisor, 
Commission, and the Commissioner, a comprehensive statement as to mail­
ing of the notice of contraction and a copy of any objections thereto 
which have been filed with the Unit Operator, together with an applica­
tion in sufficient number, for approval of such contraction. 

(d) After due consideration of a l l pertinent information, tne 
contraction, upon approval by the Commissioner, Commission, and the 
Director, shall become effective as of the date prescribed in the notice 
thereof. 

SECTION 6. UNITIZED LAND AND UNITIZED SUBSTANCES: Al l Unitized 

Substances i n a l l of the hereinabove described and subsequently admitted 

land effectively committed to this Agreement, insofar only as the same 

may be found i n the Unitized Formation, together with the surface rights 

of ingress and egress, are unitized under the terms of this Agreement 

and said land shall constitute land referred to herein as "Unitized 

Land" or '"Land Subject to this Agreement" 

Nothing herein shall be construed to unitize, pool, or In any way 

affect the o i l , gas and other minerals contained in or that may be pro­

duced from any formation other than the Unitized Formation. 

SECTION 7, UNIT OPERATOR: TEXACO Inc., a Delaware corporation, 

Is hereby designated as Unit Operator, and by signing this instrument 

as Unit Operator i t agrees and consents to accept the duties and obliga­

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

Unlti-zed Substances as herein provided, Whenever reference is made 
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herein to the Unit Operator, such reference means the Unit Operator 

acting i n that capacity and not as an owner of interests i n Unitized 

Substances, and the term "Working Interest Owner" when used herein s h a l l 

include or ref e r to Unit Operator as the owner of a Working Interest 

when such an in t e r e s t i s owned by I t . 

SECTION 8. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Opera­

to r s h a l l have the r i g h t to resign at any time, but such resignation 

shall not become ef f e c t i v e so as to release Unit Operator from the 

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

r i g h t s as such f o r a period of s i x (6) months a f t e r w r i t t e n notice of 

int e n t i o n to resign has been given by Unit Operator to a l l Working I n t e r ­

est Owners, the Commissioner and the Director, unless a new Unit Opera­

to r s h a l l have taken over and assumed the duties and obligations of Unit 

Operator p r i o r to the expiration of said period. 

The resignation of Unit Operator sh a l l not release Unit Operator 

from any l i a b i l i t y f o r any default by i t hereunder occurring p r i o r to 

the e f f e c t i v e date of i t s resignation,, 

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

of i t s duties or obligations hereunder, be subject to removal by 75 

percent of the committed Working Interest Owners (on the basis of Unit 

p a r t i c i p a t i o n during Phase I I ) exclusive of the Working Interest Owner 

who i s the Unit Operator. Such removal s h a l l be e f f e c t i v e upon notice 

thereof to the Commissioner and the Director, 

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

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

Interest Owners sh a l l be j o i n t l y responsible f o r performance of the 

duties of Unit Operator. 

The resignation or removal of Unit Operator under t h i s Agreement 

shall not terminate i t s r i g h t , t i t l e or in t e r e s t as the owner of a 

Working Interest or other i n t e r e s t i n Unitized Substances, but upon the 
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resignation or removal of Unit Operator becoming effective, such Unit 

Operator shall deliver possession of a l l equipment, books, and records, 

materials, appurtenances and any other assets, used i n conducting the 

Unit operations and owned by the Working Interest Owners (including any 

and a l l data and Information which i t might have gained or assembled by 

reason of i t s operation of the Unit Area) to the new duly qualified suc­

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

is elected, to be used for the purpose of conducting Unit operations 

hereunder. Nothing herein shall be construed as authorizing removal of 

any material, equipment and appurtenances needed for the preservation 

of any wells. 

SECTION 9. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator 

shall tender i t s resignation as Unit Operator or shall be removed as 

hereinabove provided, the Working Interest Owners shall by affirmative 

vote of at least 65 percent of their voting interest, based upon the 

percentages of participation during Phase I I as shown on Exhibit "B", 

select a successor Unit Operator, provided, however, that should any 

Working Interest Owner own a voting interest of more than 35 percent, 

the vote of said party shall not serve to disapprove the selection of a 

new Unit Operator approved by 80 percent or more of the voting interests 

of the remaining Working Interest Owners, and provided further that the 

Unit Operator shall not vote to succeed himself. Such selection shall 

not become effective u n t i l (a) a Unit Operator so selected shall accept 

in writing the duties and responsibilities of Unit Operator, and (b) 

the selection shall have been approved by the Commissioner and the 

Director. I f no successor Unit Operator is selected and qualified as 

herein provided, the Commissioner and the Director, at their election, 

may declare this Agreement terminated. 

SECTION 10. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT: 

Costs and expenses incurred by Unit Operator i n conducting Unit opera­

tions hereunder shall be paid, apportioned among and borne by the Work­

ing Interest Owners i n accordance with the Unit Operating Agreement. 
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Such Unit Operating Agreement shall also provide the manner ln which the 

Working Interest Owners shall be entitled to receive their respective 

proportionate and allocated share of the benefits accruing hereto ln 

conformity with their underlying operating agreements, leases or other 

independent contracts and such other rights and obligations as between 

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

the Unit Operator and the Working Interest Ovmers; however, no such Unit 

Operating Agreement shall be deemed either to modify any of the terms 

and conditions of this Unit Agreement or to relieve the Unit Operator 

of any right or obligation established under this Agreement, and in case 

of any inconsistency or conflict between this Agreement and the Unit 

Operating Agreement, this Agreement shall prevail. Two true copies of 

any Unit Operating Agreement executed pursuant to this Section shall be 

filed with the Commissioner and three true copies thereof shall be filed 

with the Supervisor, prior to approval of this Agreement. 

SECTION 11. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR; Except as 

otherwise specifically provided herein, the exclusive right, privilege 

and duty of exercising any and a l l rights of the parties hereto which 

are necessary or convenient for prospecting for, producing, storing, 

allocating and distributing the Unitized Substances are hereby delegated 

to and shall be exercised by the Unit Operator as herein provided. 

Acceptable evidence of t i t l e to said rights shall be deposited with said 

Unit Operator, and together with this Agreement, shall constitute and 

define the rights, privileges and obligations of Unit Operator. Nothing 

herein, however, shall be construed to transfer t i t l e to any land or to 

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

Agreement tne Unit Operator, in i t s capacity as Unit Operator, shall 

exercise the rights of possession and use vested in the parties hereto 

only for the purposes herein specified, 

SECTION 12. PLAN OP OPERATIONS: I t is recognized and agreed by 

the parties hereto that a l l of the land subject to this Agreement is 

reasonably proved to be productive of Unitized Substances i n paying quan­

t i t i e s and that the object and purpose of this Agreement is to formulate 

and to put into effect a secondary recovery project i n order to effect 

additional recovery of Unitized Substances, prevent waste and conserve 
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natural resources. The parties hereto agree that the Unit Operator 

may, subject to the consent and approval of a plan of operation by the 

Working Interest Owners, the Supervisor, the Commission, and the 

Commissioner, i n j e c t i n t o the Unitized Formation, through any well or 

wells completed therein, brine, xvater, a i r , gas, o i l , l i q u e f i e d petroleum 

gas, and any other substance or a combination of any of said substances, 

whether produced from the Unit Area or not, and that the lo c a t i o n of 

input wells and the rates of i n j e c t i o n therein and the rate of production 

s h a l l be governed by standards of good geologic and petroleum engineering 

practices and conservation methods. After commencement of secondary 

operations, Unit Operator sh a l l f u rnish the Commission, the Commissioner, 

and the Supervisor monthly, i n j e c t i o n and production reports f o r each 

well i n the Unit. The Working Interest Owners, the Supervisor, the 

Commission, and the Commissioner, sh a l l be furnished periodical reports 

on the progress of the plan of operation and any revisions or changes 

thereto; provided however, that any major revisions of the plan of opera­

t i o n involving a basic deviation fro:.: the i n i t i a l plan of operation s h a l l 

be subject to the consent and approval of the Working Interest Owners, 

the Supervisor, the Commission, and the Commissioner. 

The i n i t i a l plan of operation shall be f i l e d w i t h the Supervisor, the 

Commission, and the Commissioner concurrently with the f i l i n g of t h i s Unit 

Agreement Tor f i n a l approval. Said i n i t i a l plan of operation and a l l 

revisions thereof s h a l l be as complete and adequate as the Supervisor, 

the Commission, and the Commissioner may determine to be necessary f o r 

timely operation consistent herewith. Reasonable diligence s h a l l be exer­

cised I n complying with the obligations of the approved plan of operation. 

Notwithstanding anything to the contrary herein contained, the Unit 

Operator sh a l l commence secondary recovery operations on the Unit Area 

w i t h i n six ,xo) months a f t e r the e f f e c t i v e date of t h i s Agreement, or any 

extension thereof approved bv the Commission, the Commissioner and the 

Director, or t h i s Agreement s h a l l terminate automatically, i n which 

l a t t e r event Unit Operator s h a l l n o t i f y a l l interested p a r t i e s . After 

such operations are commenced, Unit Operator s h a l l carry on such operations 

as would a reasonabl. prudent operator under the same or s i m i l a r circum­

stances. 
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SECTION 13. TRACT PARTICIPATION; I n Exhibit "B" attached hereto, 

there are l i s t e d and numbered the various t r a c t s w i t h i n the Unit Area 

and set f o r t h opposite each t r a c t Is a figure which represents the per­

centage of p a r t i c i p a t i o n allocated to each t r a c t I n the Unit Area 

during Phase I , and a figure which represents the percentage of p a r t i ­

c i p a t i o n allocated to each t r a c t l n the Unit Area during Phase I I . The 

formulas used f o r the ca l c u l a t i o n of such percentages of p a r t i c i p a t i o n 

are as follows; 

(a) Percentage = 100 Tract Remaining Primary Reserves 
P a r t i c i p a t i o n from the Unitized Formation 
of Each Tract. Unit Area Remaining Primary Reserves 

During Phase I from the Unitized Formation 

(b) Percentage = 100 Tract Ultimate Primary Recovery 
P a r t i c i p a t i o n from the Unitized Formation 
of Each Tract Unit Area Ultimate Primary Recovery 

During Phase I I from the Unitized Formation 

The percentages of p a r t i c i p a t i o n set f o r t h opposite each t r a c t i n 

Exhibit "B" were calculated on the basis of 100 percent t r a c t commitment. 

I f the Unit Agreement i s approved with less than 100 percent t r a c t com­

mitment, said percentages of p a r t i c i p a t i o n s h a l l be revised to f i t the 

commitment status as of the e f f e c t i v e date hereof, and thereafter, as need­

ed pursuant to Section 15 (Al l o c a t i o n of Unitized Substances). 

SECTION 14. TRACTS QUALIFIED FOR UNIT PARTICIPATION; On and a f t e r 

the e f f e c t i v e date hereof the t r a c t s w i t h i n the Unit Area which sh a l l be 

e n t i t l e d to p a r t i c i p a t i o n (as provided i n Section 13 hereof) I n the pro­

duction of Unitized Substances therefrom s h a l l be those t r a c t s w i t h i n the 

Unit Area and more p a r t i c u l a r l y described i n said Exhibit "B" that are 

q u a l i f i e d as follows; 

(a) Each and a l l of those t r a c t s as to which Working Interest 
Owners owning 100$ of the Working Interest I n said t r a c t and Royalty 
Owners owning 100$ of the Royalty Interest i n said t r a c t have subscribed, 
r a t i f i e d or consented to t h i s Agreement; and 

(b) Each and a l l of those t r a c t s as to which Working Interest 
Owners owning not less than 95$ of the Working Interest therein and 
Royalty Owners owning not less than 75$ of the Royalty Interest therein 
have executed t h i s Agreement, and i n which the Working Interest Owners 
i n said t r a c t who have executed t h i s Agreement have agreed to indemnify 
and hold harmless a l l other parties hereto, i n a manner sat i s f a c t o r y to 
85$ of the Working Interest Owners q u a l i f i e d under ( a ) , against any and 
a l l claims and demands that may be made by the nonjoining Working I n t e r ­
est Owners or Royalty Owners, or both, on account of the commitment and 
joinder of such t r a c t to the Unit Agreement, and operation thereof under 
such conditions on the basis herein provided, and as to which 85$ of the 
Working Interest Owners q u a l i f i e d under ( a ) , exclusive of the Working 
Interest Owner submitting such t r a c t , have approved the commitment of 
such t r a c t t o t h i s Unit Agreement. 
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I f , on the effective date of this Agreement, there i s any tract 

or tracts which have not been effectively committed to or mads subject 

to this Agreement by qualifying as above provided, then such tract or 

tracts shall not be e n t i t l e d to participate hereunder. Unit Operator 

shall, when submitting this Agreement for f i n a l approval by the Commis­

sioner and the Director, f i l e therewith a schedule of those tracts 

which have been committed and made subject to this Agreement and are 

en t i t l e d to participate i n the production from the Unit Area hereunder. 

Said schedule shall set f o r t h opposite each such committed tract the 

lease number and assignment number, the owner of record of' the lease, ' 

and the percentages of participation of such tract which shall be compute 

according to the participation formula set out i n Section 13 (Tract 

Participation) above. This schedule of participation shall be a part 

of Exhibit "B" and upon approval thereof by the Commissioner and the 

Director shall become a part of t h i s Agreement and shall govern the 

allocation of production of Unitized Substances u n t i l a new schedule 

is f i l e d and approved by the Commissioner and the Director. 

SECTION 15. ALLOCATION OF UNITIZED SUBSTANCES; A l l Unitized 

Substances produced and saved (less, save and except any part of such 

Unitized Substances used i n conformity with good operating practices 

on unitized land f or d r i l l i n g , opera t i n s , caaip, and other production or 

development purposes and for pressure maintenance or unavoidable loss) 

shall be apportioned among and allocated to the committed tracts within 

the Unit Area i n accordance with the respective tract participation then 

effective hereunder during the respective periods such Unitized Sub­

stances were produced, as set forth i n the schedules of participation i n 

Exhibit "B" „ The amount of Unitized Substances so allocated to each 

t r a c t , and only that amount, (regardless cf whether i t be more or less 

than the c:?.cunt of the actual production of Unitized Substances from the 

well or -.cells, i f any, on such t r a c t ) shall, for a l l intents, uses and 

purposes, be deemed to have been produced from such t_act. 

The Unitized Substances allocated to ea-_Li tract shall be d i s t r i b ­

uted among, or accounted for to the parties executing, consenting to or 



r a t i f y i n g this Agreement en t i t l e d to share i n the production from such 

tract i n the same manner, i n the same proportions, and upon the same 

conditions, as they would have participated and shared i n the production 

from such tracts, or i n the proceeds thereof, had this Agreement not 

been entered into; and with the same legal force and effect. 

No tract committed to this Agreement and qualified for participa­

t i o n as above provided shall be subsequently excluded from participation 

hereunder on account of depletion of Unitized Substances, and nothing 

herein contained shall be construed as requiring any retroactive adjust­

ment for production obtained prior to the effective date of the joinder 

of any t r a c t . 

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

divided with respect to separate parcels or portions of such tract and 

owned severally by different persons, the percentage participation 

assigned to such tract shall, i n the absence of a recordable instrument 

executed by a l l owners and furnished to Unit Operator f i x i n g the d i v i ­

sions of ownership, be divided among such parcels or portions i n propor­

t i o n to the number of surface acres i n each. 

The Unitized Substances allocated to each tract shall be delivered 

In kind to the respective Working Interest Owners and parties en t i t l e d 

thereto by virtue of the ownership of o i l and gas rights therein or by 

purchase from such owners. Each Working Interest Owner and the parties 

e n t i t l e d thereto shall have the continuing right to receive such produc- " 

t i o n i n kind at a common point within the Unit Area and to s e l l or dis­

pose of the same as i t sees f i t . Each such party shall have the right 

to construct, maintain and operate a l l necessary f a c i l i t i e s for that 

purpose on unitized land, provided the same are so constructed, main­

tained and operated as not to Interfere with operations carried on pur­

suant hereto. Subject to Section 16 hereof, any extra expenditure I n ­

curred by Unit Operator by reason of the delivery i n kind of any portion 

of the Unitized Substances shall be borne by the party receiving the 

same i n kind. In the event any party hereto shall f a i l to take or other­

wise adequately dispose of I t s proportionate share of the production 

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

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

of suoh party and in order to avoid curtailing the operation of the Unit 
•1.3-



Area, may s e l l or otherwise dispose of such production to i t s e l f or 

others on a day-to-day basis at not less than the prevailing market 

price i n the area for l i k e production, and the account of such party 

shall be charged therewith as having received such production. The net 

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

Operator shall be paid to the party e n t i t l e d thereto. 

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

part of the Unitized Substances allocated to any tr a c t , or receiving the 

proceeds therefrom i f the same i s sold or purchased by Unit Operator, 

shall be responsible for the payment of a l l Royalty on the lease or 

leases and tracts contributed by i t and received into the Unit, and each 

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

demands and causes of action for such Royalty on the lease or leases and 

tracts contributed by i t and received into the unitized land. 

I f , after the effective date of this Agreement, there i s any tract 

or tracts that are subsequently committed hereto, as provided i n Section 

4 (Expansion) hereof, or any tract or tracts within the Unit Area not 

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

quently committed hereto under the provisions of Section 31 (Nonjoinder 

and Subsequent Joinder), or i f any tract i s excluded from the Unit Area 

as provided for in Section 30 (Loss of T i t l e ) , the schedules of p a r t i c i ­

pation as shown In Exhibit "B", subject to Section 13 (Tract Participa­

tion) or Section 31 (Nonjoinder and Subsequent Joinder), vjhichever Is 

appropriate, shall be revised by the Unit Operator and distributed to 

the Working Interest Ovmers, the Commissioner, and the Director to show 

the new percentages of participation of a l l the then effectively committed 

tracts; and the revised schedules, upon approval by the Commissioner and 

the Director, shall govern a l l the allocation of production from and 

after the effective date thereof u n t i l a new schedule Is f i l e d and 

approved by the Commissioner and the Director, 

SECTION 16, ROYALTY SETTLEMENT; The State of New Mexico and the 

United States of America and a l l Royalty Owners who, under an existing 

contract, are en t i t l e d to take l n kind a share of the substances pro-
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duced from any tract unitized hereunder, shall continue to be enti t l e d 

to such right to take l n kind their share of the Unitized Substances 

allocated to such t r a c t , and Unit Operator shall make deliveries of such 

Royalty share taken i n kind In conformity with the applicable contracts, 

laws and regulations. Settlement for Royalty Interest not taken i n kind 

shall be made by Working Interest Owners responsible therefor under ex­

is t i n g contracts, laws and regulations, on or before t last day of 

each month for Unitized Substances produced during the preceding calen­

dar month; provided, however, that nothing herein contained shall oper­

ate to relieve the lessees of any land from their respective lease o b l i ­

gations for the payment of any Royalty due under their leases, except 

that such Royalty shall be computed l n accordance with the terms of this 

Unit Agreement. 

I f gas obtained from lands not subject to this Agreement is i n t r o ­

duced into the Unitized Formation, for use i n repressuring, stimulation 

of production or Increasing ultimate recovery In conformity with a plan 

approved pursuant to Section 12 (Plan of Operations), a l i k e amount of 

gas, less appropriate deductions for loss from any cause, may be with­

drawn from the Unitized Formation, Royalty free as to dry gas but not as 

to the products extracted therefrom; provided such withdrawal shall be 

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

by the Supervisor and the Commissioner; and provided further that such 

right of withdrawal shall terminate as of the effective date of termina­

t i o n of the Unit Agreement. I f liquefied petroleum gases obtained from 

lands or formations not subject to this agreement be injected into the 

unitized land for the purpose of Increasing ultimate recovery, which shall 

be i n conformance with a plan f i r s t approved by the Supervisor and the 

Commissioner, part or a l l of such liquefied petroleum gases may be with­

drawn royalty free pursuant to such conditions and formulas as may be 

prescribed or approved by the Supervisor and the Commissioner. 

A l l Royalty due the State of New Mexico and the United States of 

America and the other Royalty Owners hereunder shall be computed and 

paid on the basis of a l l Unitized Substances allocated to the respective 
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tract or tracts committed hereto, i n l i e u of actual production from 

such tract or tracts. 

Each Royalty Owner (other than the State of New Mexico and the 

United States of America) that executes this Agreement represents and 

warrants that i t i s the owner of a Royalty Interest i n a tract or tracts 

within the Unit Area as i t s interest appears i n Exhibit "B" attached 

hereto. I f any Royalty Interest i n a tract or tracts should be lost by 

t i t l e f a i l u r e or otherwise i n whole or i n part, during the term of this 

Agreement, then the Royalty Interest of the party representing himself 

to be the owner thereof shall be reduced proportionately and the i n t e r ­

est of a l l parties shall be adjusted accordingly. 

SECTION 17. RENTAL SETTLEMENT: Rentals or minimum royalties due 

on leases committed hereto shall be paid by Working Interest Owners re­

sponsible therefor under existing contracts, laws and regulations, pro­

vided that nothing herein contained shall operate to relieve the lessees 

of any land from t h e i r respective lease obligations for the payment of 

any rental or minimum royalty In l i e u thereof, due under their leases. 

Rental for lands of the State of New Mexico subject to thi s Agreement 

shall be paid at the rate specified i n the respective leases from the 

State of New Mexico. Rental or minimum royalty for lands of the United 

States of America subject to this Agreement shall be paid at the rate 

specified i n the respective leases from the United States of America, 

unless rental or minimum royalty Is waived, suspended, or reduced by law 

or by approval of the Secretary or his duly authorized representative. 

SECTION 18. CONSERVATION: Operations hereunder and production of 

Unitized Substances shall be conducted to provide for the _,t economical 

and e f f i c i e n t recovery of said substances without waste, as defined by 

or pursuant to Federal and State laws and regulations. 

SECTION 19. DRAINAGE: The Unit Operator shall take appropriate 

and adequate measures to prevent drainage of Unitized Substances from 

unitized iar.i by wells on land not subject to this Agreement. 

SECTION 20. LEASES AND CONTRACTS CONFORMED AND EXTENDED: The 

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

tracts relati-.g to exploration, d r i l l i n g , envelopment or operation for 



o i l or gas on lands committed to this Agreement are hereby expressly 

modified and amended to the extent necessary to make the same conform to 

the provisions hereof, but otherwise to remain i n f u l l force and effect, 

and the parties hereto hereby consent that the Secretary and the Commis­

sioner, respectively, shall and by the i r approval hereof, or by the 

approval hereof by the i r duly authorized representatives, do hereby 

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

mum royalty and royalty requirements of Federal and State leases commit­

ted hereto and the regulations l n respect thereto to conform said re­

quirements to the provisions of this Agreement. 

Without l i m i t i n g the generality of the foregoing, a l l leases, sub­

leases and contracts are particularly modified i n accordance with the 

following: 

(a) The development and operation of lands subject to this 
Agreement under the terms hereof shall be deemed f u l l performance of a l l 
obligations for development and operation with respect to each and every 
part or separately owned tract subject to this Agreement, regardless of 
whether there i s any development of any particular part of tract of the 
Unit Area, notwithstanding anything to the contrary In any lease, opera­
ting agreement or other contract by and between the parties hereto, or 
their respective predecessors, i n into?§st, or any of them. 

•(b) D r i l l i n g , producing or- secondary recovery operations 
performed hereunder upon any tract of unitized lands shall be accepted 
and deemed to be performed upon and for the benefit of each and every 
tract of unitized land, and no lease shall be deemed to expire by reason 
of f a i l u r e to d r i l l or produce wells situated on land therein embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l 
unitized lands pursuant to direction or consent of the Commissioner and 
the Supervisor or th e i r duly authorized representatives, shall be deemed 
to constitute such suspension pursuant to such direction or consent as 
to each and every tract of unitized lands. 

(d) Each lease, sublease, or contract relating to the ex­
ploration, d r i l l i n g , development or operation for o i l and gas which by 
i t s terms might expire prior to the termination of this Agreement, i s 
hereby extended beyond any such term so provided therein, so that I t 
shall be continued In f u l l force and effect for and during the term of 
this Agreement. 

(e) Any Federal lease for a fixed term of twenty (20) years or 
any renewal thereof or any part of such lease which is made subject to this 
Agreement shall continue In force beyond the term provided therein u n t i l 
the termination hereof. Any other Federal lease committed hereto shall 
continue i n force beyond the term so provided therein or by law as to 
the committed land so long as such land remains committed hereto, or 
l n the event actual d r i l l i n g operations are commenced on unitized land, 
In accordance with the provisions of this Agreement, prior to the end 
of the primary term of such lease and are being di l i g e n t l y prosecuted 
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at that time, such lease s h a l l be extended f o r two years and so long 
thereafter as o i l or gas i s produced i n paying quantities i n accordance 
with the provisions of the Mineral Leasing Act Revision of i960. 

( f ) Any lease embracing lands of the State of New Mexico, 
which i s made subject to t h i s Agreement, s h a l l continue i n forco beyond 
the term provided therein as to the lands committed hereto u n t i l the 
termination hereof. 

(g) Any lease embracing lands of the State of New Mexico 
having only a portion of i t s land committed hereto, s h a l l be segregated 
as to that portion committed and that not committed, and the terms of 
such lease s h a l l apply separately to such segregated portions commencing 
as of the e f f e c t i v e date hereof. Provided, however, that notwithstanding 
any of the provisions of t h i s Agreement to the contrary, such lease s h a l l 
continue i n f u l l force and ef f e c t beyond the term provided therein as 
to a l l lands embraced i n such lease i f o i l or gas i s , or has heretofore 
been, discovered i n paying quantities on some part of the lands embraced 
i n such lease committed to t h i s Agreement or, so long as a portion of the 
Unitized Substances produced from the Unit Area i s , under the terms of 
t h i s Agreement, allocated to the portion of the lands covered by such 
lease committed to t h i s Agreement, or, at any time during the term here­
of, as to any lease that i s then v a l i d and subsisting and upon which 
the lessee or the Unit Operator i s then engaged i n bona f i d e d r i l l i n g , 
reworking, or secondary recovery operations on any part of the lands 
embraced i n such lease, then the same as to a l l lands embraced therein 
shall remain i n f u l l force and e f f e c t so long as such operations are 
d i l i g e n t l y prosecuted, and i f they r e s u l t i n the production of o i l or 
gas, said lease s h a l l continue i n f u l l force and ef f e c t as to a l l of 
the lands embraced therein, so long thereafter as o i l or gas i n paying 
quantities i s being produced from any portion of said lands. 

(h) The segregation of any Federal lease committed to t h i s 
Agreement i s governed by the following provisions i n the f o u r t h paragraph 
of Sec. 17 (bj of said Act of February 25, 1920, as amended by the Act of 
July 29, 1954, (68 Stat. 583, 585)? "Any (Federal) lease hereafter com­
mitted to any such plan ( u n i t ) embracing lands that are i n part w i t h i n 
and i n part outside of the area covered by any such plan s h a l l be seg­
regated i n t o separate leases as to the lands committed and the lands not 
committed as of the e f f e c t i v e date of u n i t i z a t i o n ; provided, however, 
that any such lease as to the nonunitlzed portion s h a l l continue i n 
force and effe c t f o r the term thereof but f o r not less than two years 
from the date of such segregation and so long thereafter as o i l or gas 
i s produced i n paying quantities," 

SECTION 21, MATHEMATICAL ERRORS: I t i s hereby agreed by a l l 

parties to t h i s Agreement that Unit Operator i s empowered to correct any 

mathematical errors which might exist i n the pertinent exhibits to t h i s 

Agreement upon approval of the Commissioner, the Director, and the 

Working Interest Owners. 

SECTION 22. COVENANTS RUN WITH LAND: The covenants herein s h a l l 

be construed to be covenants running with the land with respect to the 

inte r e s t of the parties hereto and t h e i r successors I n i n t e r e s t u n t i l 

t h i s Agreement terminates, and any grant, transfer or conveyance of 
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Interest in land or leases subject hereto shall be and hereby i s con­

ditioned upon the assumption of a l l privileges and obligations hereunder 

by the grantee, transferee or other successor in interest. No assign­

ment or transfer of any Working Interest subject hereto shall be binding 

upon Unit Operator until the f i r s t day of the calendar month after Unit 

Operator i s furnished with the original, or acceptable photostatic or 

certified copy, ,bf the recorded instrument of transfer; and no assign­

ment or transfer of any Royalty Interest subject hereto shall be binding 

upon the Working Interest Owner responsible therefor until the f i r s t day 

of the calendar month after said Working Interest Owner is furnished 

with the original, or acceptable photostatic or certified copy, of the 

recorded Instrument of transfer. 

SECTION 23. EFFECTIVE DATE AND TERM: This Agreement shall become 

binding upon each party who executes or ratifies i t as of the date of 

execution or ratification by such party and shall become effective as of 

7:00 o'clock a.m. of the f i r s t day of the month next following: 

(a) The execution or ratification of this Agreement and the 
Unit Operating Agreement by Working Interest Owners owning a combined 
unit participation during Phase I of at least 95 percent, and the execu­
tion or ratification of this Agreement by Royalty Owners owning a combined 
interest of at least 75 percent of the Royalty Interest, in said Unit 
Area; and 

(b) The approval of this Agreement by the Commissioner, the 
Secretary or his duly authorized representative, and the Commission. 

I f (a) and (b) above are not accomplished on or before January 1,1963, 
this Agreement shall Ipso facto terminate on said date (hereinafter called 
"termination date") and thereafter be of no further force or effect, 
unless prior thereto this Agreement has been executed or ratified by 
Working Interest Owners owning a combined unit participation during 
Phase I of at least ninety (90$) percent, and the Working Interest Owners 
owning a combined unit participation during Phase I of at least ninety 
(90$) percent committed to this Agreement have decided to extend said 
termination date for a period not to exceed six (6) months (hereinafter 
called "extended termination date"). I f said termination date i s so 
extended and (a) and (b) are not accomplished on or before said extended 
termination date, this Agreement shall Ipso facto terminate on said extend­
ed termination date and thereafter be of no further force or effect. For 
the purpose of this Section, ownership shall be computed on the basis of 
unit participation as determined from Exhibit "C" attached to the Unit 
Operating Agreement. 

Unit Operator shall, within thirty (30) days after the effective 
date of this Agreement, f i l e for record a certificate to the effect 
that this Agreement has become effective according to its terms and 
stating further the effective date and the location of the governmental 
agency.offices where copies of this Agreement are filed. 
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The term of this Agreement shall be for and during the time that " 

7 
Unitized Substances are produced In paying quantities from the Unit Area 

and as long thereafter as d r i l l i n g , reworking or other operation ̂ i n ­

cluding secondary recovery operations) are prosecuted thereon without 

cessation of more than ninety (90) consecutive days, unless sooner termi 

nated by Working Interest Owners In the manner hereinafter provided. 

This Agreement may be terminated with the approval of the Commis­

sioner and the Director by Working Interest Owners owning ninety (90$) 

percent unit participation during Phase I I whenever such Working 

Interest Oxvners determine that Unit operations are no longer p r o f i t ­

able, feasible or i n the Interest of conservation. Notice of any 

such termination shall be given by Unit Operator to a l l parties hereto. 

Upon termination of this Agreement, the further development and 

operation of the Unit Area as a Unit shall be abandoned, Unit operations 

shall cease, and thereafter the parties hereto shall be governed by the 

terms and provisions of the leases and contracts affecting the separate 

tracts. 

I f not otherwise covered by the leases unitized under this Agree­

ment, Royalty Owners hereby grant Working Interest Owners a period of 

six (6) months after termination of this Agreement i n which to salvage, 

s e l l , distribute or otherwise dispose of the personal property and 

f a c i l i t i e s used i n connection with Unit operations. 

Section 24. RATS OF PROSICGTING, DEVELOPMENT AND PRODUCTION; A l l 

production and the disposal thereof shall be I n conformity with alloca­

tions and quotas made or fixed by any duly authorized person or regula­

tory body under any Federal or State statute. The Director and the 

Commissioner are hereby vested with authority to a l t e r or modify from 

time to time, at the i r discretion, the rate of prospecting and develop­

ment and within the l i m i t s made or fixed by the Commission to a l t e r or 

modify the quantity and rate of production under this Agreement, such 

authority being hereby limited to alteration or modification i n the 
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public interest, the purpose thereof and the public interest to be served 

thereby to be stated i n the order of alteration or modification. 

Powers i n this Section vested i n the Director and the Commissioner 

shall only be exercised after notice to Unit Operator and opportunity 

for hearing to be held not less than f i f t e e n days from notice.. 

SECTION 25. PAIR EMPLOYMENT: In connection with the performance 

of work under th i s Agreement, the Unit Operator agrees not to discrimi­

nate against any employee or applicant for employment because of race, 

re l i g i o n , color, or national origin. The aforesaid provision shall i n ­

clude, but not be lim i t e d to, the following: employment, upgrading, de­

motion or transfer; recruitment or recruitment advertising, layoff or 

termination; rates of pay or other forms of compensation; and selection 

for training, including apprenticeship. The Unit Operator agrees to 

post hereafter i n conspicuous places, available for employees and appli­

cants for employment, notices to be provided by the contracting o f f i c e r 

setting f o r t h the provisions of thi s nondiscrimination clause. 

The Unit Operator agrees to insert the foregoing provision i n a l l -

subcontracts hereunder, except subcontracts for standard commercial 

supplies or raw materials. 

SECTION 26. APPEARANCES; Unit Operator shall have the ri g h t to 

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

the Commissioner, the Department, and the Commission, and to appeal from 

any order issued under the rules and regulations of the Commissioner, the 

Department, or the C:.-mission, or to apply for r e l i e f from any of said 

rules and regulations or i n any proceedings relative to operations before 

the Commissioner, the Department, or the Commission, or any other legally 

constituted authority; provided, however, that any other Interested 

party shall also have the ri g h t at his or I t s own expense to be heard i n 

any such proceeding. 
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SECTION 27. NOTICES: All notices, demands, objections or state­

ments required hereunder to be given or rendered to the parties hereto 

shall be deemed fully given i f made in writing and personally delivered 

to the party or parties or sent by postpaid certified mail, addressed to 

such party or parties at their respective addresses set forth in connec­

tion with the signatures hereto or to the ratification or consent here­

of or to such other address as any such party or parties may have fur­

nished in writing to the party sending the notice, demand or statement. 

SECTION 28. NO WAIVER OF CERTAIN RIGHTS; Nothing In this Agree­

ment contained shall be construed as a waiver by any party hereto of the 

right to assert any legal or constitutional right or defense as to the 

validity or invalidity of any law of the State wherein said unitized 

lands are located, or rules or regulations Issued thereunder in any way 

affecting such party, or as a waiver by any such party of any right be­

yond his or it s authority to waive, 

SECTION 29. UNAVOIDABLE DELAY: All obligations under this Agree­

ment requiring the Unit Operator to commence or continue secondary re­

covery operations or to operate on or produce Unitized Substances from 

any of the lands covered by this Agreement shall be suspended while, but 

only so long as the Unit Operator despite the exercise of due care and 

diligence, i s prevented from complying with such obligations, In whole 

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

agency, unavoidable accident, uncontrollable delays in transportation, 

inability to obtain necessary materials In open market, or other matters 

beyond the reasonable control of the Unit Operator whether similar to 

matters herein enumerated or not. 

SECTION 30. LOSS OF TITLE: In the event t i t l e to any tract of 

unitized land shall f a l l so as to render the tract Inoperable under this 

Agreement and the true owner cannot be Induced to join this Unit Agree­

ment, such tract shall be automatically regarded as not committed hereto 

and there shall be such readjustment of future costs and benefits as may 

be required on account of the loss of such t i t l e . In the event of a dis­

pute as to t i t l e as to any Royalty, Working Interest or other Interest 
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subject thereto, payment or delivery on account thereof may be withheld 

without l i a b i l i t y or interest until the dispute i s finally settled; pro­

vided, that as to State or Federal land or leases, no payments of funds 

due the State of New Mexico or the United States of America shall be 

withheld, but such funds shall be deposited as directed by the Commis­

sioner or the Supervisor (as the case may be), to be held as unearned 

money pending final settlement of the t i t l e dispute, and then applied as 

earned or returned In accordance with such final settlement. 

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

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

SECTION 31. NONJOINDER AND SUBSEQUENT JOINDER; I f the owner of 

any substantial interest ln a tract within the Unit Area fails or refuses 

to subscribe, ratify, or consent in writing to this Agreement, the Work­

ing Interest Owner in that tract who has executed or ratified this Agree­

ment may withdraw said tract from this Agreement by written notice to the 

Director, the Commissioner, and Unit Operator prior to the effective date 

of this Agreement. Joinder by any Royalty Owner, at any time, must be 

accompanied by appropriate joinder of the corresponding Working Interest 

Owner in order for the interest of such Royalty Owner to be regarded as 

effectively committed. Joinder' to the Unit Agreement by a Working Inter­

est Owner, at any time, must be accompanied by appropriate joinder to the 

Unit Operating Agreement In order for such interest to be regarded as 

effectively committed to this Unit Agreement. 

Any o i l or gas interest In the lands In the Unit Area not committed 

hereto prior to submission of this Agreement to the Commissioner and the 

Director for final approval may thereafter be committed hereto upon com­

pliance with the applicable provisions of this Section and of Section 14 

(Tracts Qualified for Unit Participation) hereof, at any time up to the 

effective date hereof and for a period to and including six (6) months 

thereafter, on the same basis of participation as provided in said 

Section 14, by the owner or owners thereof subscribing, ratifying, or 

consenting in writing to this Agreement and, i f the interest i s a Working 

Interest, by the owner of such interest subscribing also to the Unit 

Operating Agreement. 
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I t is understood and agreed, however, that from and after six (6) 

months from the effective date hereof the right of subsequent joinder 

as provided i n this Section shall be subject to such requirements or 

approvals and on such basis as may be agreed upon by ninety (90$) percent 

of the Working Interest Owners (based upon the percentages of p a r t i c i ­

pation during Phase I I ) . Such joinder by a proposed Working Interest 

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

ment and the Unit Operating Agreement. Such joinder by a proposed 

Royalty Owner must be evidenced by his execution, r a t i f i c a t i o n or con­

sent of this Agreement and must be consented to i n writing by the Working 

Interest Owner responsible for the payment of any benefits that may 

accrue hereunder In behalf of such proposed Royalty Owner. Except as may 

be otherwise herein provided, subsequent joinder to this Agreement shall 

be effective at 7:00 a.m. as of the f i r s t day of the month follov/ing the 

f i l i n g with the Commissioner and the Supervisor of duly executed counter­

parts of any and a l l documents necessary to establish effective commit­

ment of any tract or interest to this Agreement, unless objection to 

such joinder by the Commissioner or the Director is duly made within 

sixty (60) days after such f i l i n g . 

SECTION 32. COUNTERPARTS t This Agreement may be executed in any 

number of counterparts, no one of which needs to be executed by a l l 

parties and may be ratified or consented to by separate Instrument in 

writing specifically referring hereto, and shall be binding upon a l l 

those parties who have executed suph a counterpart, ratification or con­

sent hereto with the same force and effect as i f a l l parties had signed 

the same document, and regardless of whether or not i t i s executed by 

a l l other parties ownir;c; or claiming an interest in the lands within the 

above described Unit Area. 

SECTION 33. TAXES: Each party hereto shall, for i t s own account, 

render and pay i t s share of any taxes" levied against or measured by the 

amount or value of the Unitized Substances produced from the unitized 

land; provided, however, that i f i t i s required or i f i t be determined 

that the Unit Operator or the several Working Interest Owners must pay 

or advance said taxes for the account of the parties hereto, i t is hereby 
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expressly agreed that the parties so paying or advancing said taxes 

shall be reimbursed therefor by the parties hereto, Including Royalty 

Ovmers, who may be responsible for the taxes on their respective allo­

cated share of said Unitized Substances. No such taxes shall be charged 

to the United States or to the State of New Mexico, nor to any lessor 

who has a contract with a lessee which requires his lessee to-pay such 

taxes. 

SECTION 34. CONFLICT OP SUPERVISION: Neither the Unit Operator 

nor the Working Interest Owners, nor any of them, shall be subject to 

any forfeiture, termination or expiration of any rights hereunder or 

under any leases or contracts subject hereto, or to any penalty or l i a ­

bility on account of delay or failure in whole or in part to comply with 

any applicable provisions thereof to the extent that the said Unit Oper­

ator or the Working Interest Owners, or any of them, are hindered, de­

layed or prevented from complying therewith by reason of failure of the 

Unit Operator to obtain, in the exercise of due diligence, the concur­

rence of proper representatives of the United States and proper repre­

sentatives of the State of New Mexico in and about any matters or things 

concerning which i t is required herein that such concurrence be obtained. 

The parties hereto and the Commission agree that all powers and 

authority vested in the Commission ln and by any provisions of this 

Agreement are Vested in the Commission and shall be exercised by it pur­

suant to the provisions of the laws of the State of New Mexico and sub­

ject in any case to appeal or Judicial review as may now or hereafter be 

provided by the laws of the state of New Mexio.o. 

SECTION 35. LIMITATION OF APPROVALS: Notwithstanding anything 

herein contained to the contrary, i f no Federal lands are committed to 

this Agreement, then no consents or approvals provided herein shall be 

required of the Department, the Secretary, the Director, or the Super­

visor, and i t shall not be necessary to file any instrument hereunder 

with said officers or agencies unless and until Federal lands are so com­

mitted to this Agreement; likewise, i f no State lands are committed to 

this Agreement, then no consents or approvals provided herein shall be 
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required of the Commissioner, and i t shall not be necessary to fi l e 

any instrument hereunder with said officer unless and until State lands 

are so committed to this Agreement. 

SECTION 36. BORDER AGREEMENTS: Subject to the approval of the 

Director and the Commissioner, the Unit Operator, with concurrence of 

sixty-five (65) percent of the Working Interest Owners, based upon the 

percentages of participation during Phase I I , may enter into a border 

protection agreement or agreements with the Working Interest Owners of 

adjacent lands along the boundaries of the Unit Area with respect to the 

operations in the border area for the maximum ultimate recovery, con­

servation purposes and proper protection of the parties and interests. 

SECTION 37. NO PARTNERSHIP: I t i s expressly agreed that the 

relation of the parties hereto is that of independent contractors and 

nothing in this Agreement contained, expressed or implied, or any opera­

tions conducted hereunder, shall create or be deemed to create a partner­

ship or association between the parties hereto or any pf them. 

SECTION 38. OIL IN LEASE TANKAGE ON EFFECTIVE DATE: Unit Operator 

shall make a proper and timely gauge of a l l lease and other tanks within 

the Unit Area in order to ascertain the amount of merchantable oil in 

such tanks, above the pipe line connections, as of 7:00 A.M. on the effec­

tive date hereof. All such o i l as i s a part of the prior allowable of the 

well or wells from which the same was produced shall be and remain the 

property of the Working Interest Owners entitled thereto the same as i f the 

Unit had not been formed, and such Working Interest Owners shall promptly 

remove said o il from the Unit Area. Any such oil not so removed may be 

sold by the Unit Operator for the account of such Working Interest Owners, 

subject to the payment of a l l Royalty to Royalty Owners under the terms 

and provisions of the applicable lease or leases and other contracts. 

All such oil and gas as i s in excess of the prior allowable of the well 

or wells from which the same was produced shall be regarded and treated 

the same as Unitized Substances produced after the effective date hereof. 
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I f , as of the effective date hereof, any tract i s overproduced with 

respect to the allowable of the well or wells on that tract and the 

amount of such overproduction has been sold or otherwise disposed of, 

such overproduction shall be regarded and included as a part of the 

Unitized Substances produced after the effective date hereof and the 

amount thereof charged to such tract as having been delivered to the 

persons entitled to Unitized Substances allocated to such tract. 

SECTION 39. PERSONAL PROPERTY EXCEPTED: All lease and well 

equipment, materials, and other fac i l i t i e s heretofore or hereafter 

placed by any of the Working Interest Owners on the lands subject to 

this Agreement shall be deemed to be and shall remain personal property 

belonging to and may be removed by the Working Interest Owners (subject 

to the provisions of Section 12). The rights and interests therein as 

among Working Interest Owners are covered by the Unit Operating Agreement. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement 

to be executed and have set opposite their respective names the date of 

execution. 

TEXACO Inc. 

Date: BY 
Attorney-in-Fact 

UNIT OPERATOR AND WORKING INTEREST 
OWNER. 

ATTEST; 

Date: 

ATTEST: 

Secretary 
BY 

President 

Date: 

Secretary 
By 

President 

WORKING INTEREST OWNERS 

BEH:lg -27-
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P E T R O L E U M P R O D U C T S 

I IV c 

DOMESTIC PRODUCING DEPARTMENT 

May 28, 1962 

New Mexico O i l Conservation Commission 
P. 0. Box 871 
Santa Pe, New Mexico 

Attn: Mr. A. L. Porter, Jr. 

Gentlemen: 

In compliance with Order No. R-2133 dated December 13, 
1961, Texaco Inc. as the operator of the Northeast Caprock 
(Queen) Unit i s hereby submitting an executed o r i g i n a l 
copy of the u n i t agreement f o r the development and operation 
of the Northeast Caprock (Queen) Unit Area, Lea County, New 
Mexico. 

The Northeast Caprock (Queen) Unit w i l l become 
ef f e c t i v e at 12:01 a. m., June 1, 1962, and as of that date 
Texaco Inc. w i l l assume operation of the Unit. I f additional 
information i s desired concerning t h i s matter, please do not 
hesitate to advise. 

Yours very t r u l y , 

C. R. Black 
Assistant Division 
Proration Engineer 

CRB-MM 
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P * * E T ^ \ U. S. ^U.CAL SURVE* 
ROSWELL, NEW MEXICO 

RECtlVED 

MAY 1 -1962 

SjQLmw- _ € > / CERTIFICATION - DETERMINATION 

Pursuant to the authority vested in the Secretary of 
the Interior as to Federal lands, under the aob approved 
February 23, 1920, 41 Stat* 437, as amended, 30 TJ.S»C» Sees. 
181, et Beq,, and delegated to the Director of the Geological 
Survey pursuant to Departmental Order No. 2365 of October 8, 
1947* I do hereby* 

A. Approve the attached agreement for the develop­
ment and operation of the Northeast Caprock Queen Unit Area, 
Lea County, State of New Mexico. 

B. Certify and determine that the unit plan of develop­
ment and operation contemplated ln the attached agreement is 
necessary and advisable in the public interest for the purpose 
of more properly conserving the natural resources. 

C« Certify and determine that the drilling, producing, 
rental, minimum royalty, and royalty requirements of all Federal 
leases committed to aaid agreement are hereby established, 
altered, changed) or revoked to conform with the terms and 
conditions of this agreement, * 

Actiag Dj[ r e ctor, Ijnijred States Geological Survey 

Dated MAY 14 1962 

14-08-0001 8164 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The tindersigned (whether one or more) hereby acknowledge receipt 

of a.copy of the Unit Agreement f o r the Develcp^nt and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement i s dated the- 1st day of 

January, 1962, and acknowledge that they have read the same and are f a ­

m i l i a r w i t h the te^ms and conditions thereof. The undersigned also 

being the owners of the leasehold, r o y a l t y or other i n t e r e s t i n the 

lands or minerals embraced i n said u n i t area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r said i n t e r e s t to the Northeast, Caproek Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgements. 

Treet Ccmaitted: 3 

ATTEST: , K . GSGAT IJS$T£RM DRILLING COMPANY . 

By: 
Vice-President 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of , 19 , by 

Notary Public i n and f o r 
My Commission Expires: County, 

STATE OF TEXAS 

COUNTY OF 

The f o r e g o i n g ins t rument was acknowledged b e f o r e me t h i s / 5 V X . 
day o f Apr-:/ _ > 1S&*-> by M. B. Wilson. 

Vica-rraslcient , f Great Western D r i l l i n g Ccnsoany 
on b e h a l f o f s a i d c o r p o r a t i o n . 

'Mv;'"Commission Expires: 

6-1-63 

Notary Pub l i c i n and f o r /Midland 
County, TexjjT 

APR 20 1962 ' r i ^ . Q . c 

U. S.-GEOLOGICAL SURVEY I L L L I V J I D L L 
ROSWELL, NEW MEXICO 
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CONSENT AND RATIFICATION 

NORTHEAST CAPROCK QUEEN UNIT AGREEMENT U* s- WdUMCAL SURVEY 
AND UNIT OPERATING AGREEMENT UOSWELL, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge 

receipt of a copy of the Unit Agreement and Unit Operating Agreement 

for the development and operation of the Northeast Caprock Queen 

Unit Area embracing lands situated i n Lea County, New Mexico, which 

said agreements are dated the 1st day of January, 1962, and acknowl­

edge that they have read the same and are familiar with the terms 

and conditions thereof. The undersigned also being the owners of 

the leasehold, royalty or other interest i n the lands or minerals 

embraced i n said Unit Area as indicated on the schedule attached 

to said Unit Agreement as Exhibit "B", do hereby commit a l l of their 

said interest to the Northeast Caprock Queen Unit Agreement and 

Unit Operating Agreement and do hereby consent thereto and r a t i f y 

a l l of the terms and provisions thereof, exactly the same as i f the 

undersigned had executed the original of said Unit Agreement and 

Unit Operating Agreement or a counterpart thereof. 

IN WITNESS.'WHEREOF, this instrument i s executed by the under­

signed as of the date set for t h i n t h e i r respective acknowledgements. 

APPROVED: TEXACO Inc. 

T e r m s > .jy^f--

Form 'yilyS \ Attorney-jLn-Fact 

STATE OF TEXAS 

COUNTY OF MIDLAND 

me foregoing instrument was acknowledged before me* thi s -"/'/ The 
day of Ap , „_ ... 

Attorney-in-Fact of TEXACO Inc., a Delaware corporation, Oh behalf '<' 
of said corporation 

Notary Public/' in' and JX>v/ Midland 
County, Texas, oonoriiv la^tXj' " 

My Commission Expires: 

June 1, 1963 



UNIT AGREEMENT 

FOR THE DEVELOPMENT AND OPERATION 

OF THE 

NORTHEAST CAPROCK QUEEN UNIT AREA 

COUNTY OF LEA 

STATE OF NEW MEXICO 

Table of Contents 

Index 

Preamble 

Agreement Proper 

Map of Unit Area Exhibit 

Schedule of Ownership Exhibit 

Certification - Determination 

Certificate of Approval 



UNIT AGREEMENT 
NORTHEAST CAPROCK QUEEN UNIT 

LEA COUNTY. NEW MEXICO 

INDEX 
SECTION 

1 Enabling Act and Regulations 
2 Definitions 
3 Unit Area 
4 Unitized Land and Unitized Substances 
5 Unit Operator 
6 Resignation or Removal of Unit Operator 
7 Successor Unit Operator 
8 Accounting Provisions and Unit Operating 

Agreement 
9 Rights and Obligations of Unit Operator 
10 Plan of Operations 
11 Tract P a r t i c i p a t i o n 
12 Tracts Qu a l i f i e d f o r Unit P a r t i c i p a t i o n 
13 Allocation of Unitized Substances 
14 Royalty Settlement 
15 Rental Settlement 
16 Conservation 
17 Drainage 
18 Leases and Contracts Conformed and 

Extended 
19 Mathematical Errors 
20 Covenants Run With Land 
21 Effective Date and Term 
22 Rate of Prospecting., Development and 

Production 
23 Nondiscrimination 
24 Appearances 
25 Notices 
26 No Waiver of Certain Rights 
27 Unavoidable Delay 
28 Loss of T i t l e 
29 Nonjoinder and Subsequent Joinder 
30 Counterparts 
31 Taxes 
32 Co n f l i c t of Super-vision 
33 Li m i t a t i o n of Approvals 
34 Border Agreements 
35 No Partnership 
36 O i l i n Lease Tankage on Effe c t i v e Date 
37 Personal Property Excepted 

Exhibit "A" (Map of Unit Area) 

Exhibit "B" (Schedule of Ownership) 

( i ) 



UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF THE 

NORTHEAST CAPROCK QUEEN UNIT 
LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered i n t o as of the 1st day of January, 19-62, 

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

and herein referred to as "parties hereto". 

WITNESSETH: That, 

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

other o i l or gas interests i n the Unit subject to t h i s Agreement; and 

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

Mexico i s authorized by an Act of the Legislature (Sec. 3, Chap. 88, 

Laws 1943 as amended by Sec. 1 of Chap. 162, Laws of 1951, Chap. 7, Art. 

11, Sec. 39, N.M.S. 1953 anno) to consent to or approve t h i s Agreement 

on behalf of the State of New Mexico, insofar as i t covers and includes 

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

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

Mexico i s authorized by an Act of the Legislature (Sec. 3* Chap. 88, 

Laws of 1943, as amended by Sec. 1, Chap. 162, Laws of 1951, Chap. 7, 

Art. 11, Sec. 4 l , N.M.S. 1953 anno) to amend with the approval of the 

lessee, any o i l and gas lease embracing State lands so that the length 

of the term of said lease may coincide with the term of such un i t i z e d 

development and operation of State lands; and 

WHEREAS, the O i l Conservation Commission of the State of New Mexico 

i s authorized by law (Chap. 72, Laws of 1935, as amended by Chap. 193, 

Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) to 

approve t h i s Agreement, and the conservation provisions hereof; and 

WHEREAS, the Mineral Leasing Act of February 25, 1920, (4l Stat. 

437, as amended, 30 U.S.C. Sections l 8 l et seq.) authorizes Federal 

lessees and their representatives to unite with each other or jointly 

or separately with others in collectively adopting and operating a co­

operative or unit plan of development or operation of any o i l or gas 
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pool, f i e l d or l i k e area or any part thereof for the purpose of more 

properly conserving the natural resources thereof whenever determined 

and c e r t i f i e d by the Secretary of the Interior to be necessary or advis­

able l n the public interest; and 

WHEREAS, the parties hereto hold sufficient Interests i n the 

Northeast Caprock Queen Unit covering the land hereinafter described 

to give reasonably effective control of operation therein; and 

WHEREAS, i t is the purpose of the parties hereto, to enable I n s t i ­

tution and consummation of secondary recovery operations, conserve nat­

ural resources, prevent waste and secure the other benefits obtainable 

through development and operation of the area subject to this Agreement 

under the terms, conditions and limitations herein set fo r t h . 

NOW, THEREFORE, In consideration of the premises and the promises 

herein contained, the parties hereto commit to this Agreement their 

entire respective interests l n the below defined Unit Area, and agree 

severally among themselves as follows: 

SECTION 1. ENABLING ACT AND REGULATIONS: The Mineral Leasing 

Act of February 25, 1920, as amended, supra, and a l l valid, pertinent 

regulations, including operating and unit plan regulations, heretofore 

issued thereunder and v a l i d , pertinent and reasonable regulations here­

after issued thereunder are accepted and made a part of this Agreement 

as to Federal lands, provided such regulations are not inconsistent 

with the terms of this Agreement; and as to non-Federal lands, the o i l 

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

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

terms hereof or the laws of the State i n which the non-Federal land i s 

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

SECTION 2. DEFINITIONS: For the purpose of this Agreement, 

the following terms and expressions as used herein shall mean: 

-2-



(a) "Commissioner" i s defined as the Commissioner of Public 
Lands of the State of New Mexico. 

(b) "Commission" i s defined as the O i l Conservation Commis­
sion of the State of New Mexico. 

(c) "Director" i s defined as the Director of the United 
States Geological Survey. 

(d) "Secretary" i s defined as the Secretary of the I n t e r i o r 
of the United States of America. 

(e) "Department" i s defined as the Department of the I n t e r i o r 
of the United States of America. 

( f ) "Supervisor" i s defined as the O i l and Gas Supervisor 
of the United States Geological Survey. 

(g) "Queen Formation" i s defined and shall mean that hereto­
fore established underground reservoir, the top of which i s found at 
2,986 feet , and the base of which i s found at 3,323 feet, on the Gamma 
Ray log of TEXACO Inc.'s State of New Mexico "BA" (NCT-8) Lease, Well 
No. 1 located i n the NE/4 NE/4 of Section 22, T-12-S, R-32-E, insofar 
as the same l i e s w i t h i n the Unit Area. 

(h) "Unitized Formation" i s defined as the portion of the 
Queen Formation e f f e c t i v e l y committed to t h i s Agreement. 

( i ) "Unitized Substances" i s defined as and sha l l mean a l l 
o i l , gas, gaseous substances, sulphur contained i n gas, condensate, 
d i s t i l l a t e and a l l associated and constituent l i q u i d s or l i q u e f i a b l e 
hydrocarbons w i t h i n or produced from the Unitized Formation. 

( j ) "Working I n t e r e s t " i s defined as the r i g h t to search 
f o r , produce and acquire Unitized Substances whether held as an incident 
of ownership of mineral fee simple t i t l e , under an o i l and gas lease, or 
otherwise held, 

(k) "Working Interest Owner" i s defined as and sha l l mean 
any party hereto owning a Working I n t e r e s t , including a car r i e d working 
i n t e r e s t owner, holding an i n t e r e s t i n Unitized Substances by v i r t u e of 
a lease, operating agreement, fee t i t l e or otherwise, which in t e r e s t i s 
chargeable with and obligated to pay or bear, e i t h e r i n cash or out of 
production, or otherwise, a l l or a portion of the cost of d r i l l i n g , de­
veloping and producing the Unitized Substance from the Unitized Forma­
t i o n and operating thereof hereunder. 

( l ) "Royalty I n t e r e s t " or "Royalty" i s defined as an i n t e r ­
est other than a Working Interest i n or r i g h t to receive a portion of 
the Unitized Substances or the proceeds thereof and includes the royalty 
i n t e r e s t reserved by the lessor by an o i l and gas lease and any over­
r i d i n g r o yalty i n t e r e s t , o i l payment i n t e r e s t , net p r o f i t contracts, or 
any other payment or burden which does not carry w i t h i t the r i g h t to 
search f o r and produce Unitized Substances. 

(m) "Royalty Owner" i s defined as and s h a l l mean the owner 
of a Royalty I n t e r e s t . 

(n) "Unit Operating Agreement" i s defined as and s h a l l mean 
any agreement or agreements (whether one or more) entered i n t o (sepa­
r a t e l y or c o l l e c t i v e l y ) by and between the Unit Operator and the Working 
Interest Owners as provided i n Section 8, i n f r a , and s h a l l be styled 
"Unit Operating Agreement, Northeast Caprock Queen Unit, Lea County, 
New Mexico." 
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(o) "Paying Quantities" i s defined as production of Unitized 
Substances i n quantities sufficient to pay for the cost of producing same 
from wells on the unitized lands. 

(p) "Phase I " i s defined as that period of time u n t i l the 
t o t a l amount of Unit Area Remaining Primary Reserves i s produced. For 
a l l purposes of this Agreement the date of termination of Phase I shall 
be the last day of the month i n which such amount of o i l is produced. 

(q) "Phase I I " i s defined as the remainder of the term of 
this Agreement after the termination of Phase I . 

( r ) "Tract Remaining Primary Reserves" i s defined as the 
estimated number of barrels of o i l heretofore approved by the Working 
Interest Owners as remaining o i l reserves from such tract on January 1, 
1961. 

(s) "Unit Area Remaining Primary Reserves" i s defined as 
the estimated number of barrels of o i l heretofore approved by the Work­
ing Interest Owners as remaining o i l reserves from the unitized forma­
t i o n on January 1, 1961. 

( t ) "Tract Ultimate Primary Recovery" i s defined as t o t a l 
cumulative amount of o i l produced from such Tract to January 1, 1961, 
as reported to the State Oil Conservation Commission, plus the "Tract 
Remaining Primary Reserves". 

(u) "Unit Area Ultimate Primary Recovery*1 is defined as 
to t a l cumulative amount of o i l produced from the unitized formation to 
January 1, 196l, as reported to the State Oil Conservation Commission, 
plus the "Unit Area Remaining Primary Reserves". 

SECTION 3° UNIT AREA3 The following described land i s hereby desig­

nated and recognized as constituting the Unit Areas 

Township 12 South, Range 32 East, New Mexico Principal Meridian 

Section 14 s S/2 SW/4 
Section 15? S/2 SE/4, NW/4 SW/4 
Section 16% S/2 
Section 17s SE/4 SE/4 
Section 20% NE/4 
Section 21°. NW/4, N/2 NE/4, NW/4 SW/4 
Section 22s N/2 N/2, SE/4 NE/4 
Section 23s NW/4 

containing 1,360.00 acres, more or less, i n Lea County, New 
Mexico. 

Exhibit "A" attached hereto i s a map showing, to the extent known 

to the Unit Operator, the Unit Area and the boundaries and identity 

of tracts and leases i n said Unit Area. Exhibit "B" attached hereto i s 

a schedule showing, to the extent known to the Unit Operator, the acreage 

comprising each tr a c t , percentage ownership of each Working Interest 

Owner i n each t r a c t , and the percentage of participation each tract 

has i n the Unit Area. However, nothing herein or i n said schedule 

or map shall be construed as a representation by any party hereto as 

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

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



rtAn and WB" shall be revised by the Unit Operator whenever changes render 

sueh revision necessary, and at least two eopies of sueh revision shall be 

filed with the Commissioner, and not less than six copies thereof shall 

be filed with the Supervisor. 

The above described Unit Area may when practicable be expanded to 

include therein any additional tract or tracts regarded as reasonably nec­

essary or advisable for the purposes of this Agreement to conform with the 

purposes of this Agreement. Such expansion shall be effected in the follow­

ing manner: 

(a) The Working Interest Owner or owners of a tract or tracts 
desiring ; to bring sueh tract or tracts into this Unit, shall fi l e an 
application therefor with Unit Operator requesting sueh admission. 

(b) Unit Operator shall circulate a notice to eaeh Working 
Interest Owner of the proposed expansion, setting out the basis for ad­
mission, the unit participation to be assigned to sueh tract or tracts, 
and other pertinent data. After negotiation (at Working Interest Owners' 
meeting or otherwise) i f 90 percent of the Working Interest Owners (on 
the basis of unit participation during Phase I I ) have agreed to such tract 
or tracts being brought into the Unit, then Unit Operator shall: 

(1) Prepare a notice of proposed expansion describing 
the contemplated changes in the boundaries of the Unit Area, the reason 
therefor, the basis for admission of the additional tract or tracts, the 
unit participation to be assigned thereto and the proposed effective date 
thereof, preferably the f i r s t day of a month subsequent to the date of 
notice; and 

(2) Deliver copies of said notice to the Commissioner, 
the Director, each Working Interest Owner (mailing copy of sueh notice to 
the last known address of each such Working Interest Owner) and to the 
lessee and lessor whose interests are proposed to be committed, advising 
such parties that thirty (30) days will be allowed for submission to the 
Unit Operator of any objection to sueh proposed expansion; and 

(3) File, upon the expiration of said thirty (30) day 
period as set out in (2) Immediately above and provided that objections 
of not more than 10 percent of the Working Interest Owners have been 
filed thereto, with the Commissioner, Director and the Commission the 
following: (a) Comprehensive statement as to mailing such notice of 
expansion: (b) An application for such expansion; and (c) An instru­
ment containing the appropriate joinders in compliance with the participa­
tion requirements of Section 12, infra. 

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

mation and upon approval by the Commissioner, the Director and the Com­

mission, become effective as of the date prescribed in the notice thereof 

-5-



or on such other date as set by the Commissioner, the Director and the 

Commission i n the order or instrument approving sueh expansion„ 

SECTION 4. UNITIZED LAND AND UNITIZED SUBSTANCESg A l l land com­

mitted to this agreement, as to the Queen sand as defined under Unitized 

Formation, shall constitute land referred to herein as "unitized land" 

or "land subject to this agreement". A l l o i l and gas i n or produced 

from said Unitized Formation of the "unitized land" are unitized under 

the terms of this agreement and herein are called "unitized substances"„ 

Surface rights of ingress and egress shall b® maintained for the benefit 

of the unit. 

Nothing herein shall be construed to unitize, pool, or i n any way 

affect the o i l , gas and other minerals contained i n or that may be 

produced from any formation other than th® Unitized Formation. 

SECTION 5« UNIT OPERATOR! TEXACO Inc., a Delaware corporation, i s 

hereby designated as Unit Operator, and by signing this instrument as 

Unit Operator i t agrees and consents to accept the duties and obliga­

tions of Unit Operator for the operation^ development and production 

of Unitized Substances as herein provided. Whenever reference i s made 

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

acting i n that capacity and not as an owner of interests i n Unitized 

Substances, and the term "Working Interest Owner" when used herein shall 

include or refer to Unit Operator as the owner of a Working Interest 

when such an interest i s owned by i t . 
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SECTION 6. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Opera­

tor shall have the right to resign at any time, but such resignation 

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

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

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

intention to resign has been given by Unit Operator to a l l Working Inter­

est Owners, the Commissioner and the Director, unless a new Unit Opera­

tor shall have taken over and assumed the duties and obligations of Unit 

Operator prior to the expiration of said period. 

The resignation of Unit Operator shall not release Unit Operator 

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

the effective date of i t s resignation. 

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

of i t s duties or obligations hereunder, be subject to removal by 75 

percent of the committed Working Interest Owners (on the basis of Unit 

participation during Phase I I ) exclusive of the Working Interest Owner 

who is the Unit Operator. Such removal shall be effective upon notice 

thereof to the Commissioner and the Director. 

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

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

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

duties of Unit Operator. 

The resignation or removal of Unit Operator under this Agreement 

shall not terminate i t s r i g h t , t i t l e or interest as the owner of a 

Working Interest or other interest i n Unitized Substances, but upon the 
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resignation or removal of Unit Operator becoming effective, such Unit 

Operator shall deliver possession of a l l equipment, books, and records, 

materials, appurtenances and any other assets, used i n conducting the 

Unit operations and owned by the Working Interest Owners (including any 

and a l l data and information which i t might have gained or assembled by 

reason of i t s operation of the Unit Area) to the new duly qualified suc­

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

is elected, to be used for the purpose of conducting Unit operations 

hereunder. Nothing herein shall be construed as authorizing removal of 

any material, equipment and appurtenances needed for the preservation 

of any wells. 

SECTION,7. SUCCESSOR UNIT OPERATOR; Whenever the Unit Operator 

shall tender i t s resignation as Unit Operator or shall be removed as 

hereinabove provided, the Working Interest Owners shall by affirmative 

vote of at least 65 percent of their voting interest, based upon the 

percentages of participation during Phase I I as shown on Exhibit "B", 

select a successor Unit Operator, provided, however, that should any 

Working Interest Owner own a voting interest of more than 35 percent, 

the vote of said party shall not serve to disapprove the selection of a 

new Unit Operator approved by 80 percent or more of the voting interests 

of the remaining Working Interest Owners, and provided further that the 

Unit Operator shall not vote to succeed himself. Such selection shall 

not become effective u n t i l (a) a Unit Operator so selected shall accept 

i n writing the duties and responsibilities of Unit Operator, and (b) 

the selection shall have been approved by the Commissioner and the 

Director. I f no successor Unit Operator is selected and qualified as 

herein provided, the Commissioner and the Director, at their election, 

may declare this Agreement terminated. 

SECTION 8. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT; 

Costs and expenses incurred by Unit Operator i n conducting Unit opera­

tions hereunder shall be paid, apportioned among and borne by the Work­

ing Interest Owners i n accordance with the Unit Operating Agreement. 
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Such Unit Operating Agreement shall also provide the manner i n which the 

Working Interest Owners shall be enti t l e d to receive their respective 

proportionate and allocated share of the benefits accruing hereto l n 

conformity with t h e i r underlying operating agreements, leases or other 

independent contracts and such other rights and obligations as between 

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

the Unit Operator and the Working Interest Owners; however, no such Unit 

Operating Agreement shall be deemed either to modify any of the terms 

and conditions of this Unit Agreement or to relieve the Unit Operator 

of any right or obligation established under this Unit Agreement, and in 

case of any inconsistency or conflict between the Unit Agreement and the 

Unit Operating Agreement, this Unit Agreement shall prevail. Two true 

copies of any Unit Operating Agreement executed pursuant to this Section 

shall be f i l e d with the Commissioner and three true copies thereof shall 

be f i l e d with the Supervisor, prior to approval of this Agreement. 

SECTION 9. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as 

otherwise specifically provided herein, the exclusive right, privilege 

and duty of exercising any and a l l rights of the parties hereto which 

are necessary or convenient for prospecting for, producing, storing, 

allocating and distributing the Unitized Substances are hereby delegated 

to and shall be exercised by the Unit Operator as herein provided. 

Acceptable evidence of t i t l e to said rights shall be deposited with said 

Unit Operator, and together with this Agreement, shall constitute and 

define the rights, privileges and obligations of Unit Operator. Nothing 

herein, however, shall be construed to transfer t i t l e to any land or to 

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

Agreement tne Unit Operator, in Its capacity as Unit Operator, shall 

exercise the rights of possession and use vested in the parties hereto 

only for the purposes herein specified, 

SECTION 10. PLAN OF OPERATIONS: I t is recognized and agreed by 

the parties heretp that a l l of the land subject to this Agreement is 

reasonably proved to be productive of Unitized Substances i n paying quan­

t i t i e s and that the object and purpose of this Agreement is to formulate 

and to put into effect a secondary recovery project i n order to effect 

additional recovery of Unitized Substances, prevent waste and conserve 
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natural resources. The parties hereto agree that the Unit Operator 

may, subject to the consent and approval of a plan of operation by the 

Working Interest Owners, the Supervisor, the Commission, and the 

Commissioner, i n j e c t i n t o the Unitized Formation, through any well or 

wells completed therein, brine, water, a i r , gas, o i l , l i q u e f i e d petroleum 

gas, and any other substance or a combination of any of said substances, 

whether produced from the Unit Area or not, and that the location of 

input wells and the rates of i n j e c t i o n therein and the rate of production 

s h a l l be governed by standards of good geologic and petroleum engineering 

practices and conservation methods. After commencement of secondary 

operations, Unit Operator sh a l l f u rnish the Commission, the Commissioner, 

and the Supervisor monthly, i n j e c t i o n and production reports f o r each 

well i n the Unit. The Working Interest Owners, the Supervisor, the 

Commission, and the Commissioner, shall be furnished periodical reports 

on the progress of the plan of operation and any revisions or changes 

thereto; provided however, that any major revisions of the plan of opera­

t i o n involving a basic deviation from the i n i t i a l plan of operation shall 

be subject to the consent and approval of the Working Interest Owners, 

the Supervisor, the Commission, and the Commissioner. 

The i n i t i a l plan of operation shall be f i l e d with the Supervisor, the 

Commission, and the Commissioner concurrently with the f i l i n g of t h i s Unit 

Agreement f o r f i n a l approval. Said i n i t i a l plan of operation and a l l 

revisions thereof s h a l l be as complete and adequate as the Supervisor, 

the Commission, and the Commissioner may determine to be necessary f o r 

timely operation consistent herewith. Reasonable diligence shall be exer­

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

Notwithstanding anything to the contrary herein contained, the Unit 

Operator shall commence secondary recovery operations on the Unit Area 

w i t h i n s ix (6) months a f t e r the e f f e c t i v e date of t h i s Agreement, or any 

extension thereof approved by the Commission, the Commissioner and the 

Director, or t h i s Agreement shall terminate automatically, l n which 

l a t t e r event Unit Operator s h a l l n o t i f y a l l interested parties. After 

such operations are commenced, Unit Operator shall carry on such operations 

as would a reasonably prudent operator under the same or simila r circum­

stances . 
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SECTION 11. TRACT PARTICIPATION; In Exhibit "B" attached hereto, 

there are l i s t e d and numbered the various tracts within the Unit Area 

and set fo r t h opposite each tract is a figure which represents the per­

centage of participation allocated to each tract l n the Unit Area 

during Phase I , and a figure which represents the percentage of p a r t i ­

cipation allocated to each tract i n the Unit Area during Phase I I . The 

formulas used for the calculation of such percentages of participation 

are as follows; 

(a) Percentage 
Participation 
of Each Tract = 1°° Tract Remaining Primary Reserves 

During Phase I Unit Area Remaining Primary Reserves 

(b) Percentage 
Participation = 1 0 0 Tract Ultimate Primary Recovery 
of Each Tract Unit Area Ultimate Primary Recovery 

During Phase I I 

The percentages of participation set forth opposite each tract i n 

Exhibit "B" were calculated on the basis of 100 percent tract commitment. 

I f the Unit Agreement is approved with less than 100 percent tract com­

mitment, said percentages of participation shall be revised to f i t the 

commitment status as of the effective date hereof, and thereafter, as need­

ed pursuant to Section 13 (Allocation of Unitized Substances). 

SECTION 12. TRACTS QUALIFIED FOR UNIT PARTICIPATION; On and after 

the effective date hereof the tracts w'.thin the Unit Area which shall be 

enti t l e d to participation (as provided i n Section 11 hereof) i n the pro­

duction of Unitized Substances therefrom shall be those tracts within the 

Unit Area and more particularly described i n said Exhibit "B" that are 

qualified as follows; 
(a) Each and a l l of those tracts as to which working Interest 

Owners owning 100$ of the Working Interest i n said tract and Royalty 
Owners owning 100$ of the Royalty Interest In said tract have subscribed, 
r a t i f i e d or consented to this Agreement; and 

(b) Each and a l l of those tracts as to which Working Interest 
Owners owning not less than 95$ of the Working Interest therein and 
Royalty Owners owning not less than 75$ of the Royalty Interest therein 
have executed this Agreement, and i n which the Working Interest Owners 
i n said tract who have executed this Agreement have agreed to indemnify 
and hold harmless a l l other parties hereto, i n a manner satisfactory to 
85$ of the Working Interest Owners qualified under (a), against any and 
a l l claims and demands that may be made by the nonjoining Working Inter­
est Owners or Royalty Owners, or both, on account of the commitment and 
Joinder of such tract to the Unit Agreement, and operation thereof under 
such conditions on the basis herein provided, and as to which 85$ of the 
Working Interest Owners qualified under (a), exclusive of the Working 
Interest Owner submitting such tr a c t , have approved the commitment of 
such tract to this Unit Agreement. 
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I f , on the effective date of this Agreement, there i s any tract 

or tracts which have not been effectively committed to or made subject 

to this Agreement by qualifying as above provided, then such tract or 

tracts Bhall not be e n t i t l e d to participate hereunder. Unit Operator 

shall, when submitting t h i s Agreement for f i n a l approval by the Commis­

sioner and the Director, f i l e therewith a schedule of those tracts 

which have been oommitted and made subject to this Agreement and are 

e n t i t l e d to participate i n the production from the Unit Area hereunder. 

Said schedule shall set f o r t h opposite each such committed tract the 

lease number and assignment number, the owner of record of the lease. 

and the percentages of participation of such tract which shall be computed 

according to the participation formula set out ln Seotion.ll (Tract 

Participation) above. This schedule of participation shall be a part 

of Exhibit "B" and upon approval thereof by the Commissioner and the 

Director shall beoome a part of this Agreement and shall govern the 

allocation of production of Unitized Substances until a new schedule 

is filed and approved by the Commissioner and the Director. 

SECTION 13. ALLOCATION OF UNITIZED SUBSTANCES: All Unitized 

Substances produced and saved (less, save and except any part of such 

Unitized Substances used in conformity with good operating practices 

on unitized land for drilling, operating, camp, and other production or 

development purposes and for pressure maintenance or unavoidable loss) 

shall be apportioned among and allocated to the committed tracts within 

the Unit Area in accordance with the respective tract participation then 

effective hereunder during the respective periods such Unitized Sub­

stances were produced, as set forth ln the schedules of participation in 

Exhibit "B". The amount of Unitized Substances so allocated to each 

tract, and only that amount, (regardless of whether i t be more or less 

than the amount of the actual production of Unitized Substances from the 

well or wells, I f any, on such tract) shall, for a l l intents, uses and 

purposes, be deemed to have been produced from such tract. 

The Unitized Substances allocated to each tract shall be distrib­

uted among, or accounted for to the parties executing, consenting to or 
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r a t i f y i n g this Agreement en t i t l e d to share In the production from such 

tract i n the same manner, l n the same proportions, and upon the same 

conditions, as they would have participated and shared i n the production 

from such tracts, or i n the proceeds thereof, had this Agreement not 

been entered into; and with the same legal force and effect. 

No tract committed to this Agreement and qualified for participa­

t i o n as above provided shall be subsequently excluded from participation 

hereunder on account of depletion of Unitized Substances, and nothing 

herein contained shall be construed as requiring any retroactive adjust­

ment for production obtained prior to the effective date of the joinder 

of any t r a c t . 

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

divided with respect to separate parcels or portions of such tract and 

owned severally by different persons, the percentage participation 

assigned to such tract shall, i n the absence of a recordable instrument 

executed by a l l owners and furnished to Unit Operator fi x i n g the d i v i ­

sions of ownership, be divided among such parcels or portions In propor­

t i o n to the number of surface acres i n each. 

The Unitized Substances allocated to each tract shall be delivered 

in kind to the respective Working Interest Owners and parties entitled 

thereto by virtue of the ownership of oil and gas rights therein or by 

purchase from such owners. Each Working Interest Owner and the parties 

entitled thereto shall have the continuing right to receive such produc­

tion in kind at a common point within the Unit Area and to sell or dis­

pose of the same as i t sees f i t . Each such party shall have the right 

to construct, maintain and operate a l l necessary facilities for that 

purpose on unitized land, provided the same are so constructed, main­

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

suant hereto. Subject to Section 14 hereof, any extra expenditure in­

curred by Unit Operator by reason of the delivery in kind of any portion 

of the Unitized Substances shall be borne by the party receiving the 

same ln kind. In the event any party hereto shall f a l l to take or other­

wise adequately dispose of i t s proportionate Bhare of the production 

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

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

of sueh party and in order to avoid curtailing the operation of the Unit 
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Area, may s e l l or otherwise dispose of such production to I t s e l f or 

others on a day-to-day basis at not le3s than the pr e v a i l i n g market 

price i n the area f o r l i k e production, and the account of such party 

s h a l l be charged therewith as having received 3uch production. The net 

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

Operator s h a l l be paid t o the party e n t i t l e d thereto. 

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

part of the Unitized Substances allocated to any t r a c t , or receiving the 

proceeds therefrom i f the same i s sold or purchased by Unit Operator, 

s h a l l be responsible f o r the payment of a l l Royalty on the lease or 

leases and t r a c t s contributed by i t and received i n t o the Unit, and each 

such party s h a l l hold each other party hereto harmless against a l l claims, 

demands and causes of action f o r such Royalty on the lease or leases and 

tr a c t s contributed by i t and received i n t o the u n i t i z e d land. 

I f , a f t e r the e f f e c t i v e date of t h i s Agreement, there i s any t r a c t 

or t r a c t s that are subsequently committed hereto, as provided I n Section 

3 (Unit Area) hereof, or any t r a c t or t r a c t s w i t h i n the Unit Area not 

committed hereto as of the e f f e c t i v e date hereof but which are subse­

quently committed hereto under the provisions of Section 29 (Nonjoinder 

and Subsequent Joinder), or i f any t r a c t i s excluded from the Unit Area 

as provided, f o r i n Section 28 (Loss of' T i t l e ) , the schedules of p a r t i c i ­

pation as shown i n Exhibit "B", subject to Section 11 (Tract Participa­

t i o n ) or Section 29 (Nonjoinder and Su>sequent Joinder), whichever i s 

appropriate, s h a l l be revised by the Unit Operator and d i s t r i b u t e d to 

the Working In t e r e s t Owners, the Commissioner, and the Director to show 

the new percentages of p a r t i c i p a t i o n of a l l the then e f f e c t i v e l y committed 

t r a c t s ; and the revised schedules, upon approval by the Commissioner and 

the Director, s h a l l govern a l l the a l l o c a t i o n of production from and 

a f t e r the e f f e c t i v e date thereof u n t i l a new schedule i s f i l e d and 

approved by the Commissioner and the Director. 

SECTION 14. ROYALTY SETTLEMENT; The State of New Mexico and the 

United States of America and a l l Royalty Owners who, under an existing 

contract, are e n t i t l e d t o take l n kind a share of the substances pro-
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duced from any tract unitized hereunder, shall continue to he entitled 

to such right to take in kind their share of the Unitized Substances 

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

Royalty share taken in kind in conformity with the applicable contracts, 

laws and regulations. Settlement for Royalty Interest not taken in kind 

shall be made by Working Interest Owners responsible therefor under ex­

isting contracts, laws and regulations, on or before the last day of 

each month for Unitized Substances produced during the preceding calen­

dar month; provided, however, that nothing herein contained shall oper­

ate to relieve the lessees of any land from their respective lease obli­

gations for the payment of any Royalty due under their leases, except 

that such Royalty shall be computed in accordance with the terms of this 

Unit Agreement. 

If gas obtained from lands not subj®ct to this Agreement is intro­

duced into the Unitized Formation, for use in repressuring, stimula­

tion of production or Increasing ultimate recovery in conformity with 

a plan approved pursuant to Section 10 (Plan of Operations), a like 

amount of gas, less appropriate deductions for loss from any cause, may 

be withdrawn from the Unitized Formation, Royalty free as to dry gas 

but not as to the products extracted therefrom? provided such with­

drawal shall be pursuant to such conditions and formulas as may be pre*. 

serlbed or approved by the Supervisor and the Commissionerj and provided 

further that such right of withdrawal shall terminate as of the effective 

date of termination of the Unit Agreement. 

All Royalty due the State of New Mexico and the United States of 

America and the other Royalty Owners hereunder shall be computed and 

paid on the basis of all Unitized Substances allocated to the respective 

tract or tracts committed hereto, in lieu of actual production from such 

traet or tracts. 

Each Royalty Owner (other than the State of Mew Mexico and the 

United States of America) that executes this Agreement represents and 
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warrants that i t is the owner of a Royalty Interest i n a tract or tracts 

within the Unit Area as i t s interest appears i n Exhibit "B" attached 

hereto. I f any Royalty Interest In a tract or tracts should be lost by 

t i t l e f a i l u r e or otherwise i n whole or i n part, during the term of this 

Agreement, then the Royalty Interest of the party representing himself 

to be the owner thereof shall be reduced proportionately and the Inter­

est of a l l parties shall be adjusted accordingly. 

SECTION 15. RENTAL SETTLEMENT; Rentals or minimum royalties due 

on leases committed hereto shall be paid by Working Interest Owners re­

sponsible therefor under existing contracts, laws and regulations, pro­

vided that nothing herein contained shall operate to relieve the lessees 

of any land from their respective lease obligations for the payment of 

any rental or minimum royalty i n l i e u thereof, due under their leases. 

Rental for lands of the State of New Mexico subject to this Agreement 

shall be paid at the rate specified i n the respective leases from the 

State of New Mexico. Rental or minimum royalty for lands of the United 

States of America subject to this Agreement shall be paid at the rate 

specified i n the respective leases from the United States of America, 

unless rental or minimum royalty i s waived, suspended, or reduced by law 

or by approval of the Secretary or his duly authorized representative. 

SECTION 16. CONSERVATION: Operations hereunder and production of 

Unitized Substances shall be conducted to provide for the most economical 

and e f f i c i e n t recovery of said substances without waste, as defined by 

or pursuant to Federal and State laws and regulations. 

SECTION 17. DRAINAGE: The Unit Operator shall take appropriate 

and adequate measures to prevent drainage of Unitized Substances from 

unitized land by wells on land not subject to this Agreement. 

SECTION 18. LEASES AND CONTRACTS CONFORMED AND EXTENDED: The 

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

tracts relating to exploration, d r i l l i n g , development or operation for 
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o i l or gas on lands committed to this Agreement are hereby expressly 

modified and amended to the extent neoessary to make the same conform to 

the provisions hereof, but otherwise to remain i n f u l l force and effect, 

and the parties hereto hereby consent that the Secretary and the Commis­

sioner, respectively, shall and by their approval hereof, or by the 

approval hereof by the i r duly authorized representatives, do hereby 

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

mum royalty and royalty requirements of Federal and State leases commit­

ted hereto and the regulations l n respect thereto to conform said re­

quirements to the provisions of this Agreement. 

Without l i m i t i n g the generality of the foregoing, a l l leases, sub­

leases and contracts are particularly modified l n accordance with the 

following: 

(a) The development and operation of lands subject to this 
Agreement under the terms hereof shall be deemed f u l l performance of a l l 
obligations for development and operation with respect to each and every 
part or separately owned tract subject to this Agreement, regardless of 
whether there i s any development of any particular part of tract of the 
Unit Area, notwithstanding anything to the contrary i n any lease, opera­
ting agreement or other contract by and between the parties hereto, or 
their respective predecessors i n interest, or any of them. 

(b) D r i l l i n g , producing or secondary recovery operations 
performed hereunder upon any tract of unitized lands shall be accepted 
and deemed to be performed upon and for the benefit of each and every 
tract of unitized land, and no lease shall be deemed to expire by reason 
of f a i l u r e to d r i l l or produce wells situated on land therein embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l 
unitized lands pursuant to direction or consent of the Commissioner and 
the Supervisor or the i r duly authorized representatives, shall be deemed 
to constitute such suspension pursuant to such direction or consent as 
to each and every tract of unitized lands. 

(d) Each lease, sublease, or contract relating to the ex­
ploration, d r i l l i n g , development or operation for o i l and gas which by 
i t s terms might expire prior to the termination of this Agreement, i s 
hereby extended beyond any such term so provided therein, so that i t 
shall be continued in f u l l force and effect for so long as such land 
remains committed hereto. 
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(e) Any lease embracing lands of the State of New Mexico 
having only a portion of i t s land committed hereto, shall be segregated 
as to that portion committed and that not committed, and the terms of 
such lease shall apply separately to such segregated portions commencing 
as of the effective date hereof. Provided, however, that notwithstand­
ing any of the provisions of this Agreement to the contrary, such lease 
shall continue i n f u l l force and effect beyond the term provided therein 
as to a l l lands embraced i n such lease i f o i l or gas i s , or has hereto­
fore been, discovered i n paying quantities on some part of the lands 
embraces i n such lease committed to this Agreement or, so long as a por­
ti o n of the Unitized Substances produced from the Unit Area i s , under 
the terms of this Agreement, allocated to the portion of the lands 
covered by such lease committed to this Agreement, or, at any time during 
the term hereof, as to any lease that i s then v a l i d and subsisting and 
upon which the lessee or the Unit Operator i s then engaged i n bona fide 
d r i l l i n g , reworking, or secondary recovery operations on any part of the 
lands embraced i n such lease, then the same as to a l l lands embraced 
therein shall remain i n f u l l force and effect so long as such operations 
are d i l i g e n t l y prosecuted, and i f they result i n the production of o i l 
or gas, said lease shall continue i n f u l l force and effect as to a l l of 
the lands embraced therein, so long thereafter as o i l or gas i n paying 
quantities is being produced from any portion of said lands. 

( f ) The segregation of any Federal lease committed to this 
Agreement is governed by the following provisions i n the fourth para­
graph of Sec. 17 ( j ) of said Act of February 25, 1920, as amended by the 
Act of September 2, i960 (74 Stat. 781-784)? "Any (Federal) lease here­
after committed to any such plan (unit) embracing lands that are i n part 
within and i n part outside of the area covered by any such plan shall 
be segregated Into separate leases as to the lands committed and the 
lands not committed as of the effective date of unitization; provided, 
however, that any such lease as to the nonunitlzed portion shall con­
tinue i n force and effect for the term thereof but for not less than 
two years from the date of sueh segregation and so long thereafter as 
o i l or gas is produced i n paying quantities." 

SECTION 19. MATHEMATICAL ERRORS: I t i s hereby agreed by a l l parties* 

to this Agreement that Unit Operator i s empowered to correct any mathe­

matical errors which might exist i n the pertinent exhibits to this 

Agreement upon approval of the Commissioner, the Supervisor, and the 

Working Interest Owners. 

SECTION 20. COVENANTS RUN WITH LAND: The covenants herein shall 

be construed to be covenants running with the land with respeet to the 

interest of the parties hereto and the i r successors i n interest u n t i l 

this Agreement terminates, and any grant, transfer or conveyance of 
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interest in land or leases subject hereto shall be and hereby i s con­

ditioned upon the assumption of a l l privileges and obligations hereunder 

by the grantee, transferee or other successor In Interest. No assign­

ment or transfer of any Working Interest subject hereto shall be binding 

upon Unit Operator until the f i r s t day of the calendar month after Unit 

Operator i s furnished with the original, or acceptable photostatic or 

certified copy, of the reoorded instrument of transfer; and no assign­

ment or transfer of any Royalty Interest subject hereto shall be binding 

upon the Working Interest Owner responsible therefor until the f i r s t day 

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

with the original, or acceptable photostatic or certified copy, of the 

recorded instrument of transfer. 

SECTION 21. EFFECTIVE DATE AND TERM: This Agreement shall become 

binding upon each party who executes or r a t i f i e s I t as of the date of 

execution or ratification by such party and shall become effective as of 

7:00 o'clock a.m. of the f i r s t day of the month next following: 

(a) The execution or r a t i f i c a t i o n of t h i s Agreement and the 
Unit Operating Agreement by Working Interest Owners owning a combined 
un i t p a r t i c i p a t i o n during Phase I of at least 95 percent, and the execu­
t i o n or r a t i f i c a t i o n of t h i s Agreement by Royalty Owners owning a combined 
inte r e s t of at least 75 percent of the Royalty I n t e r e s t , i n said Unit 
Area; and 

(b) The approval of t h i s Agreement by the Commissioner, the 
Secretary or his duly authorized representative, and the Commission. 

I f (a) and (b) above are not accomplished on or before January 1,1963, 
t h i s Agreement shall ipso facto terminate on said date (hereinafter called 
"termination date") and thereafter be of no f u r t h e r force or e f f e c t , 
unless p r i o r thereto t h i s Agreement has been executed or r a t i f i e d by 
Working Interest Owners owning a combined u n i t p a r t i c i p a t i o n during 
Phase I of at least ninety (90$) percent, and the Working Interest Owners 
owning a combined uni t p a r t i c i p a t i o n during Phase I of at least ninety 
(90$) percent committed to t h i s Agreement have decided to extend said 
termination date f o r a period not to exceed six (6) months (hereinafter 
c a l l e d "extended termination date"). I f said termination date i s so 
extended and (a) and (b) are not accomplished on or before said extended 
termination date, t h i s Agreement shall ipso facto terminate on said extend­
ed termination date and thereafter be of no further force or e f f e c t . For 
the purpose of t h i s Section, ownership sh a l l be computed on the basis of 
u n i t p a r t i c i p a t i o n as determined from Exhibit "C" attached to the Unit 
Operating Agreement. 

Unit Operator s h a l l , w i t h i n t h i r t y (30) days a f t e r the e f f e c t i v e 
date of t h i s Agreement, f i l e f o r record a c e r t i f i c a t e to the effect 
that t h i s Agreement has become e f f e c t i v e according to i t s terms and 
s t a t i n g f u r t h e r the e f f e c t i v e date and the location of the governmental 
agency o f f i c e s where copies of t h i s Agreement are f i l e d . 
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The term of this Agreement shall be for and during the time that 

Unitized Substances are produced In paying quantities from the Unit Area 

and as long thereafter as drilling, reworking or other operations (in­

cluding secondary recovery operations) are proseouted thereon without 

cessation of more than ninety (90) consecutive days, unless sooner termi­

nated by Working Interest Owners in the manner hereinafter provided. 

This Agreement may be terminated with the approval of the Commis­

sioner and the Director by Working Interest Owners owning ninety (90$) 

percent unit participation during Phase I I whenever such Working 

Interest Owners detelimine that Unit operations are no longer p r o f i t ­

able, feasible or i n the interest of conservation. Notice of any 

such termination shall be given by Unit Operator to a l l parties hereto. 

Upon termination of this Agreement, the further development and 

operation of the Unit Area as a Unit shall be abandoned, Unit operations 

shall cease, and thereafter the parties hereto shall be governed by the 

terms and provisions of the leases and contracts affecting the separate 

tracts. 

I f not otherwise covered by the leases unitized under this Agree­

ment, Royalty Owners hereby grant Working Interest Owners a period of 

six (6) months after termination of this Agrees -t in which to salvage, 

s e l l , distribute or otherwise dispose of the personal property and 

faci l i t i e s used in connection with Unit operations. 

Section 22. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION: A l l 

production and the disposal thereof shall be i n conformity with alloca­

tions and quotas made or fixed by any duly authorized person or regula­

tory body under any Federal or State statute. The Director and the 

Commissioner are hereby vested with authority to alter or modify from 

time to time, at their discretion, the rate of prospecting and develop­

ment and within the l i m i t s made or fixed by the Commission to alter or 

modify the quantity and rate of production under this Agreement, such 

authority being hereby limited to alteration or modification i n the 
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public interest, the purpose thereof and the publie interest to be served 

thereby to be stated i n the order of alteration or modification. 

Powers i n this Section vested i n the Director and the Commissioner 

shall only be exercised after notice to Unit Operator and opportunity 

for hearing to be held not less than f i f t e e n days from notice. 

SECTION 23. NONDISCRIMINATIONt In the performance of work under 

this agreement the operator agrees to comply with the nondiscrimination 

provisions of Executive Order 10925 (26 F.R. 1977). 

SECTION 24. APPEARANCES s Unit Operator shall have the right to 

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

the Commissioner, the Department, and the Commission, and to appeal from 

any order issued under the rules and regulations of the Commissioner, 

the Department, or the Commission, or to apply for r e l i e f from any of 

said rules and regulations or In any proceedings relative to operations 

before the Commissioner, the Department, or the Commission, or any 

other legally constituted authority; provided, however, that any other 

interested party shall also have the right at his or i t s own expense to 

be heard i n any such proceeding. 

SECTION 25. NOTICESz A l l notices., demands, objections or state­

ments required hereunder to be given or rendered to the parties hereto 

shall be deemed f u l l y given i f made i n writing and personally delivered 

to the party or parties or sent by postpaid c e r t i f i e d mail, addressed to 
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such party or parties at the i r respective addresses set forth In connec­

tion with the signatures hereto or to the r a t i f i c a t i o n or consent here­

of or to such other address as any such party or parties may have fur­

nished i n writing to the party sending the notice, demand or statement. 

SECTION 26. NO WAIVER OF CERTAIN RIGHTS: Nothing i n this Agree­

ment contained shall be construed as a waiver by any party hereto of the 

right to assert any legal or constitutional right or defense as to the 

v a l i d i t y or i n v a l i d i t y of any law of the State wherein said unitized 

lands are located, or rules or regulations Issued thereunder i n any way 

affecting such party, or as a waiver by any such party of any right be­

yond his or i t s authority to waive. 

SECTION 27. UNAVOIDABLE DELAY: A l l obligations under this Agree­

ment requiring the Unit Operator to commence or continue secondary re­

covery operations or to operate on or produce Unitized Substances from 

any of the lands covered by this Agreement shall be suspended while, but 

only so long as the Unit Operator despite the exercise of due care and 

diligence, Is prevented from complying with such obligations, In whole 

or i n part, by strikes, acts of God, Federal, State or municipal law or 

agency, unavoidable accident, uncontrollable delays i n transportation, 

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

beyond the reasonable control of the Unit Operator whether similar to 

matters herein enumerated or not. 

SECTION 28. LOSS OF TITLE: In the event t i t l e to any tract of 

unitized land shall f a l l so as to render the tract inoperable under this 

Agreement and the true owner cannot be induced to join this Unit Agree­

ment, such tract shall be automatically regarded as not committed hereto 

and there shall be such readjustment of future costs and benefits as may 

be required on account of the loss of such t i t l e . In the event of a dis­

pute as to t i t l e as to any Royalty, Working Interest or other Interest 
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subject thereto, payment or delivery on account thereof may be withheld 

without l i a b i l i t y or interest u n t i l the dispute i s f i n a l l y settled; pro­

vided, that as to State or Federal land or leases, no payments of funds 

due the State of New Mexico or the United States of America shall be 

withheld, but such funds shall be deposited as directed by the Commis­

sioner or the Supervisor (as the case may be), to be held as unearned 

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

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

Unit Operator as such Is relieved from any responsibility for any 

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

SECTION 29. NONJOINDER AND SUBSEQUENT JOINDER: I f the owner of 

any substantial interest i n a tract within the Unit Area f a i l s or refuses 

to subscribe, r a t i f y , or consent i n writing to this Agreement, the Work­

ing Interest Owner i n that tract who has executed or r a t i f i e d this Agree­

ment may withdraw said tract from this Agreement by written notice to the 

Director, the Commissioner, and Unit Operator prior to the effective date 

of this Agreement. Joinder by any Royalty Owner, at any time, must be 

accompanied by appropriate joinder of the corresponding Working Interest 

Owner i n order for the interest of such Royalty Owner to be regarded as 

effectively committed. Joinder1 to the Unit Agreement by a Working Inter­

est Owner, at any time, must be accompanied by appropriate joinder to the 

Unit Operating Agreement i n order for such Interest to be regarded as 

effectively committed to this Unit Agreement. 

Any o i l or gas interest i n the lands i n the Unit Area not committed 

hereto prior to submission of this Agreement to the Commissioner and the 

Director for f i n a l approval may thereafter be committed hereto upon com­

pliance with the applicable provisions of this Section and of Section 12 

(Tracts Qualified for Unit Participation) hereof, at any time up to the 

effective date hereof and for a period to and including six (6) months 

thereafter, on the same basis of participation as provided i n said 

Section 12 by the owner or owners thereof subscribing, r a t i f y i n g , or 

consenting i n writing to this Agreement and, i f the interest i s a Working 

Interest, by the owner of such interest subscribing also to the Unit 

Operating Agreement. 
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I t is understood and agreed, howevo.% that from and after six (6) 

months from the effective date hereof the right of subsequent Joinder 

as provided i n this Section shall be subject to such requirements or 

approvals and on such basis as may be agreed, upon by ninety (90$) percent 

of the Working Interest Owners (based upon the percentages of p a r t i c i ­

pation during Phase I I ) . Such joinder by a proposed Working Interest 

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

ment and the Unit Operating Agreement. Such joinder by a proposed 

Royalty Owner must be evidenced by his execution, r a t i f i c a t i o n or con­

sent of this Agreement and must be consented to in writing by the Working 

Interest Owner responsible for the payment of any benefits that may 

accrue hereunder i n behalf of such proposed Royalty Owner. Except as may 

be otherwise herein provided, subsequent joinder to this Agreement shall 

be effective at J%00 a.m. as of the f i r s t day of the month follo\iing the 

f i l i n g with the Commissioner and the Supervisor of duly executed counter­

parts of any and a l l documents necessary to establish effective commit­

ment of any tract or interest to this Agreement, unless objection to 

such joinder by the Commissioner or the Director is duly made within 

sixty (60) days after such f i l i n g . 

SECTION 30. COUNTERPARTS: This Agreement may be executed in any 

number of counterparts, no one of which needs to be executed by a l l 

parties and may be ratified or consented to by separate instrument ln 

writing specifically referring hereto, and shall be binding upon a l l 

those parties who have executed such a counterpart, ratification or con­

sent hereto with the same force and effect as I f a l l parties had signed 

the same document, and regardless of whether or not i t is executed by 

a l l other parties owning or claiming an interest In the lands within the 

above described Unit Area. 

SECTION 31. TAXES; Each party hereto shall, for i t s own account, 

render and pay Its share of any taxes" levied against or measured by the 

amount or value of the Unitized Substances produced from the unitized 

land; provided, however, that i f I t Is required or i f i t be determined 

that the Unit Operator or the several Working Interest Owners must pay 

or advance said taxes for the account of the parties hereto, i t i s hereby 
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expressly agreed that the parties so paying or advancing said taxes 

shall be reimbursed therefor by the parties hereto, including Royalty 

Ovmers, who may be responsible for the taxes on their respective a l l o ­

cated share of said Unitized Substances. No such taxes shall be charged 

to the United States or to the State of New Mexico, nor to any lessor 

who has a contract with a lessee which requires his lessee to pay such 

taxes. 

SECTION 32. CONFLICT OF SUPERVISION: Neither the Unit Operator 

nor the Working Interest Owners, nor any of them, shall be subject to 

any f o r f e i t u r e , termination or expiration of any rights hereunder or 

under any leases or contracts subject hereto, or to any penalty or l i a ­

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

any applicable provisions thereof to the extent that the said Unit Oper­

ator or the Working Interest Owners, or any of them, are hindered, de­

layed or prevented from complying therewith by reason of failure of the 

Unit Operator to obtain, i n the exercise of due diligence, the concur­

rence of proper representatives of the United States and proper repre­

sentatives of the State of New Mexico i n and about any matters or things 

concerning which i t i s required herein that such concurrence be obtained. 

The parties hereto and the Commission agree that a l l powers and 

authority vested i n the Commission In and by any provisions of this 

Agreement are vested i n the Commission and shall be exercised by i t pur­

suant to the provisions of the laws of the State of New Mexico and sub­

ject i n any case to appeal or j u d i c i a l review as may now or hereafter be 

provided by the laws of the State of NPW Mexico. 

SECTION 33. LIMITATION OF APPROVALS: Notwithstanding anything 

herein contained to the contrary, i f no Federal lands are committed to 

this Agreement, then no consents or approvals provided herein shall be 

required of the Department, the Secretary, the Director, or the Super­

visor, and i t shall not be necessary to f i l e any instrument hereunder 

with said officers or agencies unless and u n t i l Federal lands are so com­

mitted to this Agreement; likewise, i f no State lands are committed to 

this Agreement, then no consents or approvals provided herein shall be 
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required of the Commissioner, and i t shall not be necessary to f i l e 

any instrument hereunder with said o f f i c e r unless and u n t i l State lands 

are so committed to this Agreement. 

SECTION 34. BORDER AGREEMENTS: Subject to the approval of the 

Director and the Commissioner, the Unit Operator, with concurrence of 

sixty-five (65) percent of the Working Interest Owners, based upon the 

percentages of participation during Phase I I , may enter Into a border 

protection agreement or agreements with the Working Interest Owners of 

adjacent lands along the boundaries of the Unit Area with respect to the 

operations In the border area for the maximum ultimate recovery, con­

servation purposes and proper protection of the parties and interests. 

SECTION 35. NO PARTNERSHIP; I t i s expressly agreed that the 

relation of the parties hereto is that of independent contractors and 

nothing i n this Agreement contained, expressed or implied, or any opera­

tions conducted hereunder, shall create or be deemed to create a partner­

ship or association between the parties hereto or any of them. 

SECTION 36. OIL IN LEASE TANKAGE ON EFFECTIVE DATE; Unit Operator 

shall make a proper and timely gauge of a l l lease and other tanks within 

the Unit Area i n order to ascertain the amount of merchantable o i l i n 

such tanks, above the pipe line connections, as of 7:00 A.M. on the effec­

tive date hereof. A l l such o i l as is a part of the prior allowable of the 

well or wells from which the same was produced shall be and remain the 

property of the Working Interest Owners ent i t l e d thereto the same as i f the 

Unit had not been formed, and such Working Interest Owners shall promptly 

remove said o i l from the Unit Area. Any such o i l not so removed may be 

sold by the Unit Operator for the account of such Working Interest Owners, 

subject to the payment of a l l Royalty to Royalty Owners under the terms 

and provisions of the applicable lease or leases and other contracts. 

A l l such o i l and gas as Is i n excess of the prior allowable of the well 

or wells from which the same was produced shall be regarded and treated 

the same as Unitized Substances produced after the effective date hereof. 

-21-



I f , as of the effective date hereof, any tract i s overproduced with 

respect to the allowable of the well or wells on that tract and the 

amount of such overproduction has been sold or otherwise disposed of, 

such overproduction shall be regarded and included as a part of the 

Unitized Substances produced after the effective date hereof and the 

amount thereof charged to such tract as having been delivered to the 

persons e n t i t l e d to Unitized Substances allocated to such tr a c t . 

SECTION 37. PERSONAL PROPERTY EXCEPTED: A l l lease and well equip, 

went, materials, and other f a c i l i t i e s heretofore or hereafter placed 

by any of the Working Interest Owners on the lands subject to this 

Agreement shall be deemed to be and shall remain personal property 

belonging to and may be removed by the Working Interest Owners (sub­

ject to the provisions of Section 10). The rights and interests there­

i n as among Working Interest Owners are covered by the Unit Operating 

Agreement. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement 

to be executed and have set opposite their respective names the date 

of execution. 

Date: 

TEXACO Inc. 

Address s P. 0. Box_3109 
Midland, Texas 

UNIT OPERATOR AND WORKING INTEREST 
OWNER. 

ATTEST: 

Date: 
—m 

Secretary 
By 

Addres^s 

ATTEST: 

Date: 

BEH:bw 

M»c?eTtary 

*m&&m OZL * OAS OQHTAKT 

Address: f» 0* Sox X*f9 

WORKING INTEREST OWNERS 



NORTHEAST CAPROCK QUEEN 
UNIT AGREEMENT 

WORKING INTEREST OWNERS 

ATTEST! 

Secretary 

tebet January 26,, 1962 

ATTESTt 

Secretary 

SOCONY MOBIL OIL COMPANY, INC. 

---rzy ——— 

Addresai P . O . Box 633 
Midland, Texas 

APPROVED 
Acctg, 
Gas 
Land 

iff?! Wk 
Title R. igET 
Pnxi. 

WES 

Texa.a l l l,P,ar,iUq,,.c, 

. By, h 

Date* 

gir̂ d O i l /Company 
APPROVED 

0 „ ^ Addreest Executive Vice President 

ATTESTt 

<7 
Secreta 

Date! 

By 

A PETSOIEUM C0RP0RAT10 

jyuu 
Address^ r.Q.ljfU ^J^*^™**** 

«iHwrt*nt aecreta 

Datev FEB 2 fa 1962 

ATTESTi 

ABsistitt*Secretary 

Date i ¥ A 7 1 * '962 

SBEUT MID-COBTIffElT Oil COUPUT 

SKELLY OIL COMPAwv 

( / R- i - as-Vica President 
Address i /> 0 . ^ 

Vice President 
Address» sz-r? 

ATTESTi 

By 
Secretary 

AddresBt 
Date: . . . 



TTORTHETAST "CAPROCK QUlEN 
UNIT AGREEMENT 

WORKING INTEREST OWNERS 

ATTEST* 

a 1 By 
Secretary 

Date: Addreaa* 

ATTEST! 

Secretary "~~ 

Date! r —** 

UNION pHf COMPAQ OF CALIFORNIA 

By_ 
. * *± Attoraej in Fact 

rv,f»* a z i t f ^ , Address! £ / y y . T f f M ? 

M * * ™ The Superior OH Coau 

_ By 
^aoewuaiy ~ Vice-president 

S ^ ^ /) / * i Q l ^ AddreBB! P, O. Box 1521 
Date: lnf\QM^> H . l U Z , H^tsn 1, Team. 

And 

Asst. Secretary 

ATTEST! 

By 
Secretary AddreBB! 

Date: 

ATTEST: 

„ . By _ 
Secretary 

AddreBB! 
Date: . . 



STATE OP CALIFORNIA 0 

COUNTY OF LOS ANGELES 0 

The foregoing instrument was acknowledged before me this 
7tfc day- of February , 19 62 , by 

M&arlce A, MachrU 

My CossniBsion Expires t Notary Public in and for 
My Commission Expires August 20, 1964 w „ w T VA 1. w ^ , V,M1~ fa .-A « £ O U n t y , 

Loa Angeles County, California 

STATE 0F_ 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of , 19; , by 

•«• My Commission Expires: Notary Public ln and for 
County, 

STATE OF 

COUNTY OF TYyifiaMQ.. 
^ « The foregoing instrument was acknowledged before me this 

" T?rrTT7TnrT-T jrj- Attorney^-1<a<A 

TEXACO "T̂c , a N̂ V) un .t vY\a Q J 
corporation, on behalf of saia corpora'tion. 

oT 

My ssion Explresx 

DOROTHY LANGAS 

Notary Public lnaaira>To 
T 1 \ ^ ^ ^ cgunty, J 

STATE OF 

COUNTY OF 

agli The foregojy^yj^rument was acknowledged before me this 

corporation, on benair of said corporation7 

ires: 
JLJpuolfr c ln and ro 

County, 
Ee*> Halford 



STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged^before me this 

STATE OF f^MKm 

COUNTY OF mm 
The foregqlng instrument was acknowledged beforê me this 
. . . . — — - L - J - a = r r * 

I^mComml sslon^ExD ire s 1 ry Publlcyin and f o r ^ ' ' Nota^uoxio/ 
County, 

STATE OF 

COUNTY OF 

TEXAS 

HIPLANP 

The foregoing instrument was acknowledged before me this 
26th day of January 12tM-> 

TT. G. MorfarTy , 
S O C O N Y M O B I L S I B C Q M P A S Y , P B L 

oT 
Corporation, on behalf of said Gorpora'tIon. 

New York 

0 

Iter Commission Expires: 

Ŵ oosmalaslanetpine 

r public m and f o r 
Midland County, Texas 

CAROLE TURNER. Notary Public 
In and for Midland County, Texas 

(% 
V_,. 

Notary 

STATE OF 

COUNTY OF TAWUW 

-fZZ£r T n e foregOjing/instrument was acknowle\dged before me this 

oT 

Corporation, on^ha^f ̂o'r'^sal^ Corporation! 

My Commission Expires: 

ILLEGIBLE 



STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 

My Commission Expires: Notary^P^E^c"^ an^'for^^/S-
tl. m$ mmm County, 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of , 19 t by 

My Commission Expires: Notary public ln and. for 
County, 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
flay of * • * > 2Jt-> *y -

a ' " ~ 
corporation, on benair or said corporation. 

My Commission Expires: iJota^^P^bllo^L^antil ror 
U m Mm** County. 

STATE OF T«M« 

COUNTY OF Harris 

irftit The foregoing instrument was acknowledged before„me this 
7 "day of March \ 19 62 , by *» C, WARD 

THE iuttsdQk 6fL G6U*m , a CeMorafri 
Corporation, on benair or said corporation. 

Notary Public ln and for _ 
My CommiBslon Expires: HerrU County, Texas 

Jane 1, 1963 

ILLEGIBLE 



STATE OP amjmm 

COUNTY OF tmm 

The foregoing Instrument was acknowledged before me this 
ilfitey or Sfereh , 19 S3» by 

My Commission Expires: Notary Public ln and for 
mm 8*« !M3 County, QjagtoBft 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of , 19 , by 

My Commission Expires: Notary Public ln and for 
County, 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of . ,19 , by 

— — ; ~ — — or 
^ , a 

Corporation, on behalf of said Gorpora'tion. 

My Commission Expires: Notary Public ln and for 
County, 

STATE OF 

COUNTY OF j} 

The foregoing instrument was acknowledged before me this 
day of _, 19 * by 

~ , of 
_ , a • _ 
Corporation, on behalf of said Corporation. 

Notary Public ln and for 
My Commission Expires: County, 

ILLEGIBLE 



CONSENT AND RATIFICATION 
NOR-.̂ û? CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA•COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement f o r the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lanc|s situated i n Lea 

County, New Mexico, which said agreement i s dated the 1st day of 

January, 19&2, and acknowledge that they have read the same and are f a ­

m i l i a r w i t h the terms and conditions thereof. The undersigned also 

being the ovmers of the leasehold, royalty or other Interest i n the 

lands or minerals embraced i n said u n i t area as indicated- on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r . s a i d i n t e r e s t to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof„ 

IN WITNESS WHEREOF, t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgements. 

SOCOHY MOBIL. OIL CCS1PAHY, INC. 
6:1 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of ,19 , by 

Notary Public i n and f o r 
My Commission Expires % County, 

STATE OF TEXAS 

COUNTY OF MIDLAND 

The foregoing instrument was acknowledged before me t h i s g( 
day of January » 19 62 > by w. n. Mori arty 
Attorney-in-Fact of Socony Mobil Oil Company) Inc., a New York Corporation 
on behalf of said corporation. 1 

Notary "Public i n and f o r 
Midland County, Texas 

My Commission Expires: ^M>V£ TMS^R. N««y rabil. 
1 / , ' la tmd fox Midland County, Texas 

m ™ ILLEGIBLE 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement is dated the l e t day of 

January, 1962, and acknowledge that they have read the same and are fa­

mili a r with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other interest i n the 

lands or minerals embraced i n said unit area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of their said interest to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument Is executed by the under­

signed as of the date set forth In their respective acknowledgements. 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of - , •- , * , 19_ , b^ 

My Commission Expires: 

/ /46 

STATE OF 

Notary Publljb i n ana for 
/ / , County, 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of , 19 > by 

of 
on behalf of said corporation. 

My Commission Expires; 

Notary Public l n and for 
County, 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated l n Lea 

County, New Mexico, which said agreement is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

mili a r with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other Interest i n the 

lands or minerals embraced i n said unit area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of their said interest to the Northeast Caprock Queen Unit Agree­

ment arid do hereby consent thereto and r a t i f y a l l of the terms and 
o 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument Is executed by the under­

signed as of the date set forth i n their respective acknowledgements. 

ATTEST: 

By 
Assistant Secret 

STATE OF OKLAHOMA 

COUNTY OF TULSA 

The, foregoing instrument was acknowledged before me t h i s 20th 
day of February , 19 62 , by John P. Hammond 

cr-c. 

My Commission Expires: 
my Com.niSS.10r1 expiio.i: 

Octobsr 25, 1964 

Notary ,Public i n and for Tulsa 
y_ County, Oklahoma 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this J_ 
day of , 19 > by 

— of 
on behalf of said corporation. 

My Commission Expires? 

Notary Public In and for 
County, 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Davelopment and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement Is dated the lBt day of 

January, 19&2, and acknowledge that they have read the same and are fa­

miliar with the terms and conditions thereof. The undersigned also 

being, the owners of the leasehold, royalty or other interest l n the 

lands or minerals embraced In said unit area as Indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of their said interest to the Northeast Caprock Queen Unit Agree­

ment arid do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the under­

signed as of the date set forth i n their respective acknowledgements. 
# THE WILLIAM RIDLEY , WHEELER ESTATE 

/ 

Si7<-.^-'-/~<--^~-ir( y 

STATE OF TEXAS 

^QW$TY OF TARRANT 

<^>..<""'-...^> „%he foregoing instrument was acknowledged before me this /<? -~ 
^ y ' rday o'fr> % February , 19_6§_, by Mrs. W. Ridley Wheeler, n urtnelft 
^iuadlby Franlr: Hopkins and E. A. McClure, Independent Executors of Ihe Wm. Ridley Wheeler Estate. 

%\ \ , x/>r.r Notary^ Public 'in and for 
My C9nmtlssion Expires: Tarrant County, jjgx&fi • 

' <**v"' "•oS'V" 

STATE OF TEXAS 

COUNTY OF GREGG 

The foregoing instrument was acknowledged before me this / { , & 
day .of February , by Ridley N. Wheeler and J . Clyde 

Tomjjaabru Independent Executors of The William Ridley Wheeler Estate 

• >•- :<T / V \ !," Notary Public In and for 
•:.o \ \>/-~ • areas C o u n t v . TVxaw 



CONSENT AND RATIFICAT TON 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Development and Operation of 

the Northeast Caprock Queen. Unit Area embracing lands situated i n Lea 

County., New Mexico, which said agreement Is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

m i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other interest In the 

lands or minerals embraced i n said u n i t area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r said i n t e r e s t to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgements. 

STATE OF* >..< c: 

COUNTY OF' '\ i 1 . 

rVThPj foregoing instrument was acknowledged before me this /. 
^>M\W<AC^; t.t, , 19^, ^y , 'M ^ 

0 Ur. 

5; ....... -;w<: t y -\xc it/ /' 
': . / Notary Publlc^ I r r a n ^ f o r 
^ly Commission Expires; > ~ ' j d t-, , / County7, •_'/< ,. 

STATE OF 

COUNTY OF 

The foregoing Instrument was acknowledged before me t h i s 
day of , 19 , by 

~ oT~ 
on behalf of said corporation. 

Notary Public i n and for 
County, 

My Commission Expires; 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement fo r the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement Is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are f a ­

m i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other i n t e r e s t i n the 

lands or minerals embraced I n said u n i t area as Indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r said i n t e r e s t to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgements. 

<JCLJ j i t ^k>)?'i A 

'STATE OF/Ct -v-O ; 

COUNTY 0F^^l2k£±Lx' 
The foregoing instrument was acknowledged before me this 7* 0 

day of •* —~~< , 19 v>' by. . Lizzie Connor 

Notary Public I n and f o r 
My Commission Expires: "([•_vCc1-*<-.• County, A Jsi 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of , 19 , by 

~~ ~oT~ 
on behalf of said corporation. 

Notary Public In and for 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement fo r the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated I n Lea 

County, New Mexico, which said agreement i s dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

m i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other Interest i n the 

lands or minerals embraced In said u n i t area as Indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r said Interest to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgements. 

STATE OF /Lc^_J> /t-y 

COUNTY OF "f>. * T — " N 

The ^foregoing Instrument was.acknowledged before me t h i s ^c ' 
day of ; > t f - / c x ^ / , 19^ V by. EI gen Douthitt . 

Notary Public l n and fof^. 
My Commission Expires: £~TCA—X County, ^ 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of , 19 , by 

~~~ of 
on behalf of said corporation. 

Notary Public I n and f o r 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST OAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement i s dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

mili a r with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other interest i n the 

lands or minerals embraced In said unit area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of their said interest to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument i s executed by the under­

signed as of the date set forth In the i r respective acknowledgements. 

STATE OF c/^Jy^^ 

COUNTY OF LCS/LL,?^ 

The foregoing instrument was acknowledged before me this jl ? 
day of Cy^vi'LX, 1 ̂ '*~^/ 

, 191-Z > by Robert E. Speed 
'' Notary Public In and for / 

My Commission Expires: 
* i 

/('/,-//si County, PX/^ 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of , 19 > by 

of 
on behalf of said corporation. 

My Commission Expires: 

Notary Public In and for 
County, 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated In Lea 

County, New Mexico, which said agreement is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

mili a r with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other interest i n the 

lands or minerals embraced i n said unit area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of their said interest to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the under­

signed as of the date set forth i n their respective acknowledgements. 

STATE OF ' 

COUNT! OP. / Jrt. r 
The-'-foregolng instrument was acknowledged before me this <_J) 

day of ••'V> ) :<P j t,-_> s ̂  z y 

My Commission Expires: 

_, 19 £' 2, b B i l l Guinn 

Notary Noji^Lry PubllV i n ancf for' 
County, 

STATE OF 

COUNTY OF 

The foregoing Instrument was acknowledged before me this 
day of , 19 , by 

~ — of 
on behalf of said corporation. 

Notary Public i n and for 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement Is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

mili a r with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other Interest l n the 

lands or minerals embraced In said unit area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of their said interest to the Northeast Caprock Queen Unit Agree­

ment arid do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as I f the undersigned had exe­

cuted the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the under­

signed as of the date set forth i n their respective acknowledgements. 

STATE OF 

COUNTY OF 0 

The foregoing instrument was acknowledged before me this 
day of _ _ _ > 19 > by 

of 
on behalf of said corporation. 

# 
Notary Public l n and for _ 

County, 
My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement fo r the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement i s dated the lB t day of 

January, 1962, and acknowledge that they have read the same and are fa­

m i l i a r w i th the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other Interest I n the 

lands or minerals embraced I n said u n i t area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r said i n t e r e s t to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as I f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument Is executed by the under­

signed as of the date set f o r t h I n t h e i r respective acknowledgements. 

STATE OF California 

COUNTY OF LOB Angeles 

The foregoing Instrument was acknowledged before me t h i s 12th 
day Of February > 19 62 > by Will C. Speed and wife, Zella M. 

Speed. . 

My Commission Expires: 
AAy Commission Expires Dec. 27, 1965 

STATE 0F_ 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of _ , 19 > by 

~ of 
on behalf of said corporation. 

Notary Public i n and for _ 
County, 

My Commission Expires: 

Notary Publ 
Angeles 

C A. KIMBEIC 

LC in and for Loa~ 
County, California 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement f o r the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement i s dated the l e t day of 

January, 1962, and acknowledge that they have read the same and are f a ­

m i l i a r w i th the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other i n t e r e s t I n the 

lands or minerals embraced i n said u n i t area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r said i n t e r e s t to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgements. 

/ > 

. /fyk / ' I , , 
_ . 1 v.Qc / y 

STATE OF ' M t x i c D | 

COUNTY OF tJJ^y I 
r 

The foregoing instrument was acknowledged before me this ?-H? 

Notary Public in and for 
My Commission Expires % 'i-</,?Sr County, "/^/^j "Mj/^o. 

• 

STATE OF j 

COUNTY OF I 

The foregoing instrument was acknowledged before me t h i s 
day of , 19 > by 

~ — of — 
on behalf of said corporation. 

Notary Public l n and f o r 
County, . 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement f o r the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement i s dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

m i l i a r w i th the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other Interest l n the 

lands or minerals embraced i n said u n i t area as Indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r said i n t e r e s t to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as I f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgements. 

STATE OF 

COUNTY OF 

The foregoing Instrument was acknowledged before me t h i s 
day of , 19 , by 

~ ~oT~ 
on behalf of said corporation. 

Notary Public l n and f o r 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement fo r the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated l n Lea 

County, New Mexico, which said agreement Is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

m i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other i n t e r e s t i n the 

lands or minerals embraced i n said u n i t area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r said i n t e r e s t to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the under­

signed as of the date set f o r t h I n t h e i r respective acknowledgements. 

STATE OF ^rA-_7?l^^L<) 

COUNTY OF ^ ^ J P ^ ^ 4 

The foregoing Instrument was acknowledged before me t h i s 
d ay o f V^^c^w-^, > W&Zi b y Lena Moore 

;ary Pu^ll^a-An and for ~ 
My Commission Expires: [&es><*+-£t£& County,^^^^^TtcL^v). 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of , 19 , by 

~~ of 
on behalf of said corporation. 

Notary Public I n and f o r 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement f o r the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement Is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are f a ­

m i l i a r w i th the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other Interest i n the 

lands or minerals embraced i n said u n i t area as Indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r said i n t e r e s t to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgements. 

STATE OF TEXAS 

COUNTY OF MIDLAND 

The foregoing Instrument was acknowledged before me t h i s 8th 
day of March , 19 62 > by Jimmie Jean Edwards , wife of • 

Jack W. Edwards. 

Notary "Public i.rr andff f o r Midland 
My Commission Expires: County, Texas 

Tune 1, 1963 

STATE OF TEXAS 

COUNTY OF MIDLAND 

The foregoing Instrument was acknowledged before me t h i s 8th 
day of March , 19 62 , by Tack W. Edwards 

o f " 
of t -bet ra l f o f s^rird--ee^pega4^4-on. 

N o ^ a r y ^ ^ - ^ i ^ a ^ ^ f ^ 
Midland County, Texas 

My Commission Exp i r e s : 

June I , 1963 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated in Lea 

County, New Mexico, which said agreement Is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

milia r with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other interest In the 

lands or minerals embraced In said unit area as indicated on the sched­

ule attached to said Unit, Agreement as Exhibit "B", do hereby commit 

a l l of their said Interest to the Northeast Caprock Queen Unit Agree­

ment arid do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument i s executed by the under­

signed as of the date set forth In their respective acknowledgements. 

M^A) In A 

STATE- OF.-,. • New Mexico 

.'COUNTY OF'- , ; Q u a y 

\ - • »i • — — • 1 . 1 1 

The, ,','f ore going Instrument was acknowledged before me this 23 rd 
day of January , 19 62 , by. Sarah K. E l l i s 

Notary Public i n and for 
My Commission Expires: Quay County, New Mexico . 

My Commission Expire! August IB, 1964 

STATE OF 

COUNTY OF 

The foregoing Instrument was acknowledged before me this 
day of , 19 , by 

~ ~oT~ 
on behalf of said corporation. 

Notary Public i n and for 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement fo r the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement i s dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

m i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other Interest I n the 

lands or minerals embraced i n said u n i t area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r said i n t e r e s t to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s Instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgements. 

STATE OF New Mexico 

COUNTY OF De Baca 

The foregoing instrument was acknowledged before me t h i s 25 
day of January , 19j_2_, by Lo irTteve rka Bedford 

My Commission- Expires:9/27/63 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of , 19 , by 

of 
on behalf of said corporation. 

Notary Public I n and f o r 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated in Lea 

County, New Mexico, which Baid agreement is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

miliar with the terms and conditions thereof. The undersigned also 

being the owners of tho leasehold, royalty or other interest in the 

lands or minerals embraced in said unit area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of their said interest to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and ratify a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument i s executed by the under­

signed as of the date set forth ln their respective acknowledgements. 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 

of 
on behalf of said corporation. 

Notary Public In and for 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated in Lea 

County, New Mexico, which said agreement is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

miliar with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other interest in the 

lands or minerals embraced In said unit area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of their said interest to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and ratify a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the under­

signed as of the date set forth in their respective acknowledgements. 

STATE OF /V^c> M^lco 

COUNTY OF 

2 5 The foregoing instrument was acknowledged^before me this 
day of Wcluu^/ , 19_V< hy j^A^^^UcUiJL 

My Commission Expires: County, /YtuJ"yyU^Jt^ 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of 19 , by 

~ ~oT~ 
on behalf of said corporation. 

Notary Public ln and for 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated in Lea 

County, New Mexico, which Bald agreement is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

miliar with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other interest in the 

lands or minerals embraced In said unit area as Indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of their said interest to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and ratify a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the under­

signed as of the date set forth in their respective acknowledgements. 

y 'sh> -V? i. A-.. i,'< /C/t /M.. 

STATE OF TEXAS 

COUNTY OF NAVARRO 

The .foregoing instrument was acknowledged V - fore me this 23rd 
day of - January , 19 62 , by Connie Mag Weverka Davis3 

NotaryIFublic in fend for 
~av»rr»V \ Counfor, Taxi 

Yielding 

My Commission, Expires: «av»rr»\ \ County, 

Jane 1, 1?63 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of , 19 , by 

77" of ~ 
on behalf of said corporation. 

Notary Public in and for 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement f o r the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement i s dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

m i l i a r w i th the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other Interest i n the 

lands or minerals embraced i n said u n i t area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r said i n t e r e s t to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the under­

signed as of the date set f o r t h i n t h e i r respective acknowledgements. 

STATE OF W p w 1 W l > n 

COUNTY OF nw«,« 

The foregoing instrument was acknowledged before me t h i s 2- ~~ 
' d a7 JrnnwTy ' 1 962_* b ^ S.W.Lodow 

'•" ' • • / 
My Commission Expires! County, n„„ 

— — — 7 -

teo-

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of , 19 , by 

of 
on behalf of said corporation. 

Notary Public i n and f o r 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated in Lea 

County, New Mexico, which said agreement is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

miliar with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other interest in the 

lands or minerals embraced in said unit area as Indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of their said interest to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and ratify a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executed by the under­

signed as of the date set forth in their respective acknowledgements. 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of , 19 , by 

~ — of ~ 
on behalf of said corporation. 

Notary Public In and for _ 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement fo r the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated i n Lea 

County, New Mexico, which said agreement i s dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are f a ­

m i l i a r with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other Interest i n the 

lands or minerals embraced i n said u n i t area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of t h e i r said i n t e r e s t to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the o r i g i n a l of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, t h i s instrument i s executed by the under­

signed as of the date set f o r t h I n t h e i r respective acknowledgements. 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

The foregoing instrument was acknowledged before me t h i s 3rd 
day Of February , 19 62 , by Mrs. Josie Hennessey 

v/' 

;ary Public i n and for 
My Commission Expires: Chaves County, New Mexico 

September 17, 1962 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of , 19 > by 

~ of 
on behalf of said corporation. 

Notary Public i n and f o r 
County, 

My Commission Expires: 



CONSENT AND RATIFICATION 
NORTHEAST CAPROCK QUEEN UNIT AGREEMENT 
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO 

The undersigned (whether one or more) hereby acknowledge receipt 

of a copy of the Unit Agreement for the Development and Operation of 

the Northeast Caprock Queen Unit Area embracing lands situated in Lea 

County, New Mexico, which said agreement is dated the 1st day of 

January, 1962, and acknowledge that they have read the same and are fa­

miliar with the terms and conditions thereof. The undersigned also 

being the owners of the leasehold, royalty or other interest In the 

lands or minerals embraced In said unit area as indicated on the sched­

ule attached to said Unit Agreement as Exhibit "B", do hereby commit 

a l l of their said interest to the Northeast Caprock Queen Unit Agree­

ment and do hereby consent thereto and r a t i f y a l l of the terms and 

provisions thereof, exactly the same as i f the undersigned had exe­

cuted the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this Instrument is executed by the under­

signed as of the date set forth i n their respective acknowledgements. 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this J 
day of > 19£__, by J ^ S . d p ^ ^ 

My Commission Expires: 
Notary Public i n and for 

fbd&zL County, ̂  > 

STATE OFv\ 

COUNTY OF xC0Z?JLA, 

The fcfregoing instrument was\acknoVr>Ledged beforeXme t h i s ^ ^> 
day of^ 19£__, by j g , 

on behalf of sald\fcorporation. 

My Commission Expires: 

Notary Public I n and f o r 
County, 
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CERTIFICATE OF APPROVAL 

BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO 

mmim- <pmm mm mtt mmrusm 
There having been presented to the undersigned Comraissioner of 

Public Lands of the State of New Mexico for examination, the attached 
Agreement for the development and operation of acreage which i s 
described within the attached Agreement, dated Ĵ lMMMTf &» I1HMI , 
which has been executed or Is to be executed by parties owning and 
holding o i l and gas leases and royalty interests i n and under the 
property described, and upon examination of said Agreement, the Com­
missioner finds: 

(a) That such agreement w i l l tend to promote the 
conservation of o i l and gas and the better 
u t i l i z a t i o n of reservoir energy i n said area. 

(b) That under the proposed agreement the State 
of New Mexico w i l l receive i t s f a i r share of 
the recoverable o i l or gas i n place under i t s 
lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State 
of New Mexico w i l l receive i t s f a i r and equi­
table share of the recoverable o i l and gas 
under i t s lands w i t h i n the area. 

(d) That such agreement is i n other respects for 
the best interests of the state, with respect 
to state lands. 

NOW, THEREFORE, by v i r t u e of the authority conferred upon me 
under Sections 7-11-39, 7-ll-ij-0, 7 - l l - l j . l , 7-11-14-7, 7-ll-ij.8, New Mexico 
Statutes Annotated 1953 Compilation, I , the undersigned, Commissioner 
of Public Lands of the State of New Mexico, for the purpose of more 
properly conserving the o i l and gas resources of the State, do hereby 
consent to and approve the said Agreement, and any leases embracing 
lands of the State of New Mexico w i t h i n the area shall be and the 
same are hereby amended to conform with the terms thereof, and shall 
remain i n f u l l force and effect according to the terms and conditions 
of said Agreement. This approval is subject to a l l of the provisions 
of the aforesaid statutes. 

IN WITNESS WHEREOF, this C e r t i f i c a t e of Approval i s execut< 
with seal a f f i x e d , t h i s IStfe day of M l f l i 19 

.cTS Commissioner of Public Lan 
of the State of New Mexico 

ILLEGIBLE 



BEFORE THB OIL CONSERVATION COMMISSION 
OF TEE STATE OF NEW MEXICO 

I I I THE MATTER OF THB HEARING 
CALLED EY TBS OIL CONSERVATION 
COMMISSION OP HEW MEXICO FOR 
TES PURPOSE OF CONSIDERINGs 

CASS Ho. 2421 
Order No. R-2133 

APPLICATION OF TEXACO IKC. FOR 
APPROVAL OF THE NORTBSAST CAPROCK 
QUEEN USIT A0R2EMEHT AHD FOR AH 
ORDER AUTHORIZING A WATERFLOOD 
PROJECT IN THE CAPROCK (QUSEE?) 
POOL, LEA cousnr, NEW MEXXCO. 

ORDER 01" TBS COMMISSION 

BY THB COMMISSION 

This cause casae on for hearing at 9 o'clock a.m. on 
November 29, 1961, at Santa Fe, Hew Mexico, befora Daniel S. Etottar, 
Examiner duly appointed by th© O i l Conservation Coratniosion of New 
Mexico, hereinafter referred to as tha * Consmission,11 i n accordance 
with Rule 1214 of the COKsaisslon Rules and Regulations. 

NOW, on th i s , .....day of December, 1961, th® Coxmaiesion, 
a quorum being present, having considered tho application, the 
evidence adduced, and tho recommendations of tha Examiner, 
Daniel 3. Gutter, and being f u l l y advised i n th© promises, 

F I N D S « 

(1) That due public notice having been given as required by 
law, tha Commission has j u r i s d i c t i o n of this cause and the subject 
matter thereof. 

(2) That the applicant, Texaco Inc. seeks approval of i t s 
proposed Mortheast Caprock Queen Unit Agreement with the unit area 
comprising 1,360 acres, more or less, i n Township 12 south, Range 
32 East, KMPM, Lea Comity, Kow Mexico. 

(3) That the applicant proposes to In s t i t u t e a unit-wide 
waterflood project i n the Caprock (Oueen) Pool on said Northeast 
Caprock Queen Unit by the injection of water into the Queen forma­
t i o n through the following-described wells» 

Amerada state **KCA" well Ho. 1, Unit P of Section 161 
Amerada State *KCBH Well No. 1, Unit D of section 21t 
Groat Western Ella N. Speed Well No." 3, Unit L of 

Section 15; 
Great Western Magnolia-Speed $?©11 No. 1, Unit P of 

Section 15? 
Mobil State "D" Well Ko. 1, Unit D of Section 23 j 



-2-
CASE No. 2421 
Order Ho, R-2133 

Skelly State '3" Well So. 2, Unit F of Section 23? 
Si n c l a i r Federal Well No. 1, Unit D of Section 22; 
Sunray & TSI State *'B" Well Ho. 2, Unit J of Section 161 
Gunray & TSI state "B" Well No. 4, Unit L of Section 16; 
Sunray & TSI state "C" Well No. 1, Unit N of Section 16; 
Sunray & TSI st«t« "D" Well No. 3, Unit F of Section 21; 
Superior W. C. Speed w e l l No. 2, Unit N of 5action 14; 
Texaco State "SA- NCT-S Well No. 1, Unit B of Section 20; 
Texaco state "BA" NCT-7 Wo11 No. 1, u n i t H of section 20j 
Texaco Douthitt Well Mo. 1, Unit L of Section 21; 
Texaco State "BA" NCT-S Well No. 2, u n i t B of Section 22; 
Texaco state "BA" NCT-3 Well No. 3, Unit H of Section 22; 
Trigg Federal "SM Well No. 1, Unit B of Section 21; and 
a w e l l t o be d r i l l e d i n Unit P of Section 17; 

a l l i n Township 12 South, Range 32 East, NMPM, 1/3a County, Nov 
Koxico. 

(4) That approval of the proposed Northeast Caprock Queen 
Unit Agreement w i l l i n p r i n c i p l e tend t o promote the conservation 
of o i l and gas and the prevention of waste. 

{5) That a l l of the producing veil-3 i n the u n i t have reached 
an advanced state o f depletion and are properly c l a s s i f i e d as 
"stripper" w e l l s . 

(6) That the proposed waterflood project should be author­
ised and the operation thereof should be governed by the provisions 
of Rule 701 of the Coasnisslon Rules and Regulations. 

IT IS THEREFORE ORDERED: 

(1) That the Northeast Caprock Queen Unit Agreenient i s 
hereby approved. 

(2) That the Plan under which the u n i t area s h a l l be oper­
ated s h a l l be embraced i n the form; of a u n i t agreement fo r the 
development and operation of the Northeast Caprock Queen Unit 
Area and such plan s h a l l be known as the Northeast Caprock Queen 
Unit Agreement Plan. 

(3) That the Northeast Caprock Queen Unit Agreement Plan 
i a hereby approved i n p r i n c i p l e as a projjer conservation measure; 
provided, however, t h a t notwithstanding any of the provisions 
contained i n said u n i t agreenient, t h i s approval s h a l l not be 
considered as waiving or relinquishing, i n any maimer, any r i g h t , 
duty or o b l i g a t i o n which i s now, or may hereafter be, vested i n 
the O i l Conservation Cosrcnission of Now Mexico r e l a t i v e t o the 
supervision and c o n t r o l of operations f o r the exploration and 
development of any lands cosraaitted t o tha said Northeast Caprock 
Queen Unit, or r e l a t i v e t o the production of o i l and gas there­
from. 
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CASE So. 2421 
Order No. R-2133 

{4) (a) That tho unit area shall bo: 

HgW MEXICO paHSCIg&fr MBE1DIAH 

Section 14: S/2 SW/4 
Section S/2 23E/4, HW/4 SW/4 
section 16: S/2 
Section 17: SS/4 SS/4 
Section 20: NE/4 
Section 21: i?W/4, n/2 SB/4, JSW/4 S W/4 
Section 22: H/2 H/2, SE/4 J.1S/4 
Section 23: lT,-;/4 

comprising 1,360 acres, more or less. 

(b) That tha unit nay bo enlarged or contracted as 
provided i n said Plan* provided, however, that administrative 
approval for expansion or contraction of the unit area nrust also 
be obtained fross the Secretary-Director of tho O i l Conservation 
Commission. 

(5) That the unit operator shall f i l e with the Commission 
an executed original.or exec .ted counterpart of the Horthaast 
Caprock Queen Unit Agreement within 30 days after tha effective 
date thereof. In the event of subsequent joinder by any party 
or expansion of the unit area, the unit operator shall f l i c with 
tho commission within 30 days of such action counterparts of the 
unit agreement reflecting the subscription of those interests 
having joined or r a t i f i e d , 

(6) That the portion of th i s order relating to the 
approval of the northeast Caprock Queen Unit Agrees«a»t shall 
become effective upon the approval of said unit agreement by 
the Coasniss loner of public Lands for the State of &©w Mexico 
and the Director of the United States Geological survey and 
shall terminate ipco facto upon the termination of said unit 
agreement. The last unit operator shall n o t i f y the Ccsasission 
iroasediately i n writing of such termination. 

(7) That the applicant is hereby authorised to i n s t i t u t e 
a unit-wide waterflood project i n th© caprock (Queen) Pool, Jjaa 
County, New Mexico, by tha injection of water into the Queen 
formation through the following-described wells: 

Asserada State "IvCA*- Well Ho. l. Unit p of section 16? 
Araerada ;;':..;ato ,;HCB" Well Ho. 1, Unit D of Section 21? 
Great U;x;.'.:ern 311a tT. Speed Vfell Ko. 3, Unit L of 

Section 13 j 
Great Western ilagnolia-Speod Well No. 1, Unit P of 

Section 15; 
Kobil State "ii" Well No. 1, Unit Q of Section 23? 



CASE Bo. 2421 
order Ho. R-2133 

akolly Stat© «®« m i l Bo, 2, Dfcifc ? of section 23? 
Sinclair Federal m i l m * I , Ofcifc 0 of Section 22? 
Sunray & TSX state "B" Hall Ho. 2, unit J of Section 16? 
Sunray & TSI Stat© rB B m i l So. 4, Unit L of Section 16? 
Sunray & TSI state !'C" Well Ho. 1, Unit & of Section 16? 
sunray & TSI state Wall Ko. 3, unit F of Section 21? 
Superior tt. C. dyoed Weil Eo. 2, Unit H of .section 14? 
Tccsaco state "SA" w@ll Ho. 1, Unit B of Section 20? 
Texaco Stat© *m» 7 well 120. 1, Unit a of section 20? 
Texaco aoutaifct Well Kfo. 1, Unit I, of section 21; 
T$Kaco State "EA" ECT-S Well 110. 2, Unit B of Section 22? 
Texaco stat© "SAK uer~8 m i l so. 3, unit H of section 22? 
'frlgg Federal "8* Well sio, 1, Unit & of Section 21; and 
a well to be d r i l l e d i n Unit P of Section 17? 

a l l i n Township 12 South, Hang© 32 Best, BEPM, Lea County, Mew 
Mexico. 

(8) That the operation of the unit-wide waterflood project 
shall bo governed by the provisions of Sale 701 of the Corcsdsslon 
Rules :snd Regulation©. 

(9) That j u r i s d i c t i o n of th i s cause i s retained for the 
entry of sssch further ordarr as the Caaadssioa saay d&ers necessary. 

£0£I3 at Santa fe, |?ow 24©xt<?0» on the day and year heroin-
above designated. 

STATS OF iSW MEXICO 
OIL COKSSaVATXOS COÎ MXSSIOH 

BDWXH 2,. MECHBM, chairman 

B, B. WALKER, SSetabor 

A, L. PORTER, Jr., fisjxber a secretary 

S E A L 

esr/ 
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Reproduced By 

West Texas Electrical Log Service 

Dallas 2 , Texas 

REFERENCE N ? A 5716 

RADIOACTIVITY LOG 

WELEX JET SERVICES, Inc. 
L I C E N S E D BY: W E L L SURVEYS, INC. F ILE NO. 

Location of Wel l 
COMPANY llll JC ŜHTTH / :• ».<•-* ":! 

W E L l DOUGHITT NO. 1 

FIELD C1PH0CK QUESN 
NSW 

COUNTY I * * STATE « S I K O 

LOCATION 6 6 0 1 ^ * 660' FWL OF N/2 Of 

3/2 OF SEC. 21, T-12-S, U-22-&. 

LOG MEAS. FROM 1 ' ABOVE BOTABX TABLE E L E V 

DRLG. MEAS. FROM KKLLI BUSHINQ ELEV. 

PERM. DATUM ELEV. 

58 

"Jo* 

• fee i 

5i I 
I 

to 

i « s g 

i K , ° 
T 

o 
o 
-o > 
Z 

g 
S 
E 
3 

TYPE OF LOG 
RUN NO. 
DATE 
JOB NO. 
TOTAL DEPTH (DRILLER) 
EFFECTIVE DEPTH (DRILLER) 
TOTAL DEPTH (R A LOG) 
TOP OF LOGGED INTERVAL 
BOTTOM OF LOGGED INTERVAL 
TY°E OF FLUID IN HOLE 
FLUID LEVEL 
MAXIMUM RECORDED TEMPERATURE 
NEUTRON SOURCE STRENGTH i TYPE 
SOURCE SPACING—IN. 
LENGTH OF MEASURING DEVICE—IN. 
O.D. OF INSTRUMENT—IN. 
TIME CONSTANT—SECONDS 
LOGGING SPEED FT.. MIN. 2 * 

5" -
STATISTICAL VARIATION—IN. 
SENSITIVITY REFERENCE 
RECORDED BY 
WITNESSED BY 

QAMMA fUH 
- 1 -

10/2/56 
289-1006 
3033 
3033 
303S 
2it00 
3025 
OIL 

30 
2 5/8 
5.0 
liO 
20 
0.35 
275 

HONDEN ts 

tVEUI&ON 

10/2/56 
517-693 
3033 
3033 
3015 
214.00 
3033 
OIL 

800 H 
3.75 
10 
2 5/8 

L5° 
20 
0.1* 
275 

QEPUE 
CASING RECORD BORE HOLE 

INTERVAL INTERVAL 

FROM FROM HIT SIZE FROM FROM 
l» . WELL RECORD R/A LOG INS., WELL RECORD R/A L 0 6 

0 To 201' To 12 i A To To 
To To 

7 7/8 
To To 

0 To 3029' To 7 7/8 To To 
To To To To 

k 1/2 

REMARKS OR OTHER DATA 
8* FHQH ROTARY TABLE TO QROUND LEVEL. 

-R.D.-3025 
R-O.-.30.33' 

T0.-3O3&'-
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AREA TO BE DESIGNATED TO NORTHEAST CAPROCK QUEEN UNIT 
CAPROCK QUEEN POOL 

LEA COUNTY, NEW MEXICO 

Township 12 South, Range 32 East 
New Mexico Principal Meridian 

Section 14 
Section 15 
Section 16 
Section 17 
Section 20 
Section 21 
Section 22 
Section 23 

S/2 SW/4 
S/2 SE/4, NW/4 SW/4 
S/2 
SE/4 SE/4 
NE/4 
NW/4, N/2 NE/4, NW/4 SW/4 
N/2 N/2, SE/4 NE/4 
NW/4 

BEFORE EXAMINER NUTTER 
SNSERVATICN COMMISSION 

SM ' EXMiDir NO. ^ 
CA"!! NO. ~? 
ft 
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BEFORE EXAMINER NUTILR 

OIL CONSERVATION COMMISSION 
EXHIBIT NO. 9 

CASE NO. c^p V^>s-

WELLS TO BE CCNVLRTSO TC INJECTION 
NORTHEAST CAPNOCX QUNNN UNIT 

Operator 

Amerada 
Amerada 
Great Western 
Great Western 
M o b i l 
S k e l l y 
S i n c l a i r 
Sunray & TSI 
Sunray & TSI 
Sunray & TSI 
Sunray & TSI 
Super ior 
TEXACO 
TEXACO 
TEXACO 
TEXACO 
TEXACO 
T r i g g 

5 

= te , :NC3 , ! 

N. Speed 
L;nol la-Speed 
a ce : : N : ! 

xico : S ; : 

8 cace 
cace 

n — 11 

OCT O 

;:;.ce 
-o 

-•eaer, 

Well No, 

1 
1 
3 
1 
1 
2 
1 
2 
4 
1 
3 
2 
1 
1 
2 
3 
1 
1 

ILLEGIBLE 
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WILLS TO BE CONVERTED TO INJECTION 
NORTHEAST CAPROCK QUEEN UNIT 

G k p B m m P O O L 
LEA COTJHf, HEW JffiXICO 

Operator Lease Well 

Amerada State "MCAH 1 
Amerada State "NCB" 1 
Great Western E , N. Speed 3 
Great Western Magnolia-Speed 1 
Mobil State MD" 1 
Skelly mmm "sH 2 
S i n c l a i r F e ^ m l 1 
Sunray & TSI State H B M 2 
Sunray & TSI State "B" 4 
Sunray & TSI State "CM 1 
Sunray TSI State 11D" 3 
Superior W. C. Speed 2 
TEXACO State "BA" NCT-6 1 
TEXACO S tate "BA " SCT-7 1 
TEXACO Stat* "BA M MCT-8 2 
TEXACO State "BA* NGT-8 3 
TEXACO itetttWLtt 1 
Trigg Fê dafiral ttS" 1 
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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF THE 

NORTHEAST CAPROCK QUEEN UNIT 
LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered into as of the day of , 

1961, by and between the parties subscribing, ratifying or consenting 

hereto, and herein referred to as "parties hereto", 

WITNESSETH: That, 

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

other o i l or gas interests in the Unit subject to this Agreement; and 

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

Mexico i s authorized by an Act of the Legislature (Sec. 3, Chap. 88, 

Laws 1943 as amended by Sec, 1 of Chap. 162, Laws of 1951, Chap. 7, Art. 

11, Sec. 39* N.M.S. 1953 anno) to consent to or approve this Agreement 

on behalf of the State of New Mexico, insofar as i t covers and includes 

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

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

Mexico is authorized by an Act of the Legislature (Sec. 3, Chap. 88, 

Laws of 1943, as amended by Sec. 1, Chap. 162, Laws of 1951, Chap. 7, 

Art. 11, Sec. 41, N.M.S. 1953 anno) to amend with the approval of the 

lessee, any oil and gas lease embracing State lands so that the length 

of the term of said lease may coincide with the term of such unitized 

development and operation of State lands; and 

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

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

Laws of 1937, Chap. 166, Laws of 19*1 > and Chap. 168, Laws of 19^9) to 

approve this Agreement, and the conservation provisions hereof; and 

WHEREAS, the Mineral Leasing Act of February 25, 1920, (4l Stat. 

437, as amended, 30 U.S.C. Sections 181 et seq.) authorizes Federal 

lessees and their representatives to unite with each other or jointly 

or separately with others in collectively adopting and operating a co­

operative or unit plan of development or operation of any o i l or gas 
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pool, field or like area or any part thereof for the purpose of more 

properly conserving the natural resources thereof whenever determined 

and certified by the Secretary of the Interior to be necessary or advis­

able in the publito interest; and 

WHEREAS, the parties hereto hold sufficient interests in the 

Northeast Caprock Queen Unit covering the land hereinafter described 

to give reasonably effective control of operation therein; and 

WHEREAS, i t i s the purpose of the parties hereto, to enable insti­

tution and consummation of secondary recovery operations, conserve nat­

ural resources, prevent waste and secure the other benefits obtainable 

through development and operation of the area subject to this Agreement 

under the terms, conditions and limitations herein set forth. 

NOW, THEREFORE, in consideration of the premises and the promises 

herein contained, the parties hereto commit to this Agreement their 

entire respective interests ln the below defined Unit Area, and agree 

severally among themselves as follows: 

SECTION 1. ENABLING ACT AND REGULATIONS: The Mineral Leasing 

Act of February 25, 1920, as amended, supra, and a l l valid, pertinent 

regulations, including operating and unit plan regulations, heretofore 

issued thereunder and valid, pertinent and reasonable regulations here­

after Issued thereunder are accepted and made a part of this Agreement 

as to Federal lands, provided such regulations are not inconsistent 

with the terms of this Agreement; and as to non-Federal lands, the oil 

and gas operating regulations ln effect as of the effective date hereof 

governing drilling and producing operations, not Inconsistent with the 

terras hereof or the laws of the State ln which the non-Federal land i s 

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

SECTION 2. UNIT AREA AND DEFINITIONS: For the purpose of this 

Agreement, the following terms and expressions as used herein shall 

mean; 

(a) "Unit Area" is defined as those lands specified on 
Exhibit "A** hereof, and such land is hereby designated and recognized as 
constituting the Unit Area; the lands described in said Exhibit "A" are 
described as follows, to-wit: 
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Township 12 South, Range 32 East, New Mexico Principal Meridian 

Section 14: S/2 SW/4 
Section 15 s S/2 SE/4, NW/4 SW/4 
Section l6s S/2 
Section 17s SE/4 SE/4 
Section 20: NE/4 
Section 21; NW/4, N/2 NE/4, NW/4 SW/4 
Section 22: N/2 N/2, SE/4 NE/4 
Section 23: NW/4 

containing 1,360.00 acres, more or less, in Lea County, New 
Mexico. 

(b) "Commissioner" is defined as the Commissioner of Public 
Lands of the State of New Mexico. 

(c) "Commission" is defined as the Oil Conservation Commis­
sion of the State of New Mexico. 

(d) "Director" i s defined as the Director of the United 
States Geological Survey. 

(e) "Secretary" is defined as the Secretary of the Interior 
of the United States of America. 

(f) "Department" is defined as the Department of the Interior 
of the United States of America. 

(g) "Supervisor" is defined as the Oil and Gas Supervisor 
of the United States Geological Survey. 

(h) "Queen Formation" is defined and shall mean that hereto­
fore established underground reservoir, the top of which is found at 
2,986 feet, and the base of which is found at 3,323 feet, on the Gamma 
Ray log of TEXACO Inc.'8 State of New Mexico "BA" (NCT-8) Lease, Well No. 
located ln the NE/4 NE/4 of Section 22, T-12-S, R-32-E, insofar as the 
same lies within the Unit Area. 

( i ) "Unitized Formation": is defined as the portion of the 
Queen Formation effectively committed to this Agreement. 

( j ) "Unitized Substances!" i s defined as and shall mean a l l 
o i l , gas, gaseous substances, sulphur contained in gas, condensate, 
distillate and a l l associated and constituent liquids or liqueflable 
hydrocarbons within or produced from the Unitized Formation. 

(k) "Working Interest" i s defined as the right to search for, 
produce and acquire Unitized Substances whether held as an incident of 
ownership of mineral fee simple t i t l e , under an oil and gas lease, or 
otherwise held. 

( l ) "Working Interest Owner" is defined as and shall mean 
any party hereto owning a Working Interest, Including a carried working 
interest owner, holding an interest in Unitized Substances by virtue of 
a lease, operating agreement, fee t i t l e or otherwise, which interest i s 
chargeable with and obligated to pay or bear, either in cash or out of 
production, or otherwise, a l l or a portion of the cost of drilling, de­
veloping and producing the Unitized Substance from the Unitized Formation 
and operating thereof hereunder. 

(m) "Royalty Interest" or "Royalty" i s defined as an inter­
est other than a Working Interest in or right to receive a portion of 
the Unitized Substances or the proceeds thereof and includes the royalty 
interest reserved by the lessor by an o i l and gas lease and any overrid­
ing royalty interest, o il payment Interest, net profit contracts, or any 
other payment or burden which does not carry with i t the right to search 
for and produce Unitized Substances. 
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(n) "Royalty Owner" i s defined as and shall mean the owner 
of a Royalty Interest. 

(o) "Unit Operating Agreement" i s defined as and shall mean 
any agreement or agreements (whether one or more) entered into (sepa­
rately or collectively) by and between the Unit Operator and the Working 
Interest Owners as provided i n Section 10, i n f r a , and shall be styled 
"Unit Operating Agreement, Northeast Caprock Queen Unit, Lea County, 
New Mexico. " 

(p) "Paying Quantities" i s defined as production of Unitized 
Substances i n quantities sufficient to pay for the cost of producing 
same from wells on the unitized land. 

(q) "Phase I " i s defined as that period of time u n t i l the 
t o t a l amount of Unit Area Remaining Primary Reserves is produced. For 
a l l purposes of this Agreement the date of termination of Phase I shall 
be the last day of the month i n which such amount of o i l is produced* 

( r ) "Phase I I " i s defined as the remainder of the term of 
this Agreement after the termination of Phase I . 

(s) "Tract or Unit Area Remaining Primary Reserves" i s defined 
as the number of barrels of o i l heretofore approved by the Working 
Interest Owners or the estimated remaining primary o i l reserves as of 
January 1, 1961, from such Tract or the Unit Area. 

( t ) "Tract or Unit Area Ultimate Primary Recovery" i s defined 
as t o t a l cumulative amount of o i l produced from such Tract or the Unit 
Area to January 1, 1961, as reported to the State Oil Conservation 
Commission, plus the Tract or the Unit Area Remaining Primary Reserves, 
as applicable. 

SECTION 3. EXHIBITS % Exhibit "A" attached hereto i s a map show­

ing, to the extent known to the Unit Operator, the Unit Area and the 

boundaries and identity of tracts and leases i n said Unit Area. Exhibit 

"B" attached hereto is a schedule showing, to the extent known to the 

Unit Operator, the acreage comprising each t r a c t , percentage ownership 

of each Working Interest Owner i n each t r a c t , and the percentage of p a r t i ­

cipation each tract has i n the Unit Area. However, nothing herein or 

in said schedule or map shall be construed as a representation by any 

party hereto as to the ownership of any interest other than such inte r ­

est or interests as are shown i n said map or schedule as owned by such 
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party. Exhibits "A" and "BH shall be revised by the Unit Operator when­

ever changes render such revision necessary, and at least two copies of 

such revision shall be filed with the Commissioner, and not less than 

six copies thereof shall be filed with the Supervisor, 

SECTION 4. EXPANSION: Tho above described Unit Area may when 

practicable be expanded to include therein any additional tract or 

tracts regarded as reasonably necessary or advisable for the purposes 

of this Agreement to conform with the purposes of this Agreement. Such 

expansion shall be effeoted In the following manner: 

(a) The Working Interest Owner or owners of a tract or 
tracts desiring to bring such tract or tracts into this Unit, shall file 
an application therefor with Unit Operator requesting such admission. 

(b) Unit Operator shall circulate a notice to each Working 
Interest Owner of the proposed expansion, setting out the basis for ad­
mission, the unit participation to be assigned to such tract or tracts, 
and other pertinent data. After negotiation (at Working Interest Owners1 

meeting or otherwise) i f 90 percent of the Working Interest Ovmers (on 
the basis of unit participation during Phase II ) have agreed to such 
tract or tracts being brought into the Unit, then Unit Operator shall: 

(1) Prepare a notice of proposed expansion describing 
the contemplated changes in the boundaries of the Unit Area, the reason 
therefor, the basis for admission of the additional tract or tracts, the 
unit participation to be assigned thereto and the proposed effective 
date thereof, preferably the first day of a month subsequent to the date 
of notice; and 

(2) Deliver copies of said notice to the Commissioner, 
the Director, each Working Interest Owner (mailing copy of such notice 
to the last known address of each such Working Interest Owner) and to 
the lessee and lessor whose interests are proposed to be committed, ad­
vising such, parties that thirty (30) days will be allowed for submission 
to the Unit Operator of any objection to such proposed expansion; and 

(3) File, upon the expiration of said thirty (30) day 
period as set out in (2) immediately above and provided that objections 
of not more than 10 percent of the Working Interest Owners have been 
filed thereto, with the Commissioner, Director and the Commission the 
following: (a) Comprehensive statement as to mailing such notice of ex­
pansion: (b; An application for such expansion; and (c) An instrument 
containing the appropriate joinders in compliance with the participation 
requirements of Section 14, infra. 

The expansion shall, after due consideration of al l pertinent infor­

mation and upon approval by the Commissioner, the Director and the Com­

mission, become effective as of the date prescribed in the notice there­

of or on such other date as set by the Commissioner, the Director and 

the Commission in the order or instrument approving such expansion. 
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SECTION 5» CONTRACTION: When practicable, the Unit Area shall be 

contracted to exclude land not effectively committed to this Unit Agreement 

whenever such contraction i s necessary or advisable to conform with the 

purposes of this Agreement. Such contraction should be effected in the 

following manner: 

(a) Unit Operator, with concurrence of at least 80 percent 
of the Working Interest Owners, on the basis of unit participation 
during Phase I I , or on demand of the Director, or on demand of the 
Commissioner, after preliminary concurrence by the Director, shall 
prepare a notice of contraction describing the contemplated changes i n 
the boundaries of the Unit Area, the reasons therefor, and the proposed 
effective date thereof, preferably the f i r s t day of a month subsequent 
to the date of notice. 

(b) Said notice shall be delivered to the Supervisor, Com­
mission, and to the Commissioner, and copies thereof mailed to the last 
known address of each Working Interest Owner, lessee, and Royalty Owner 
whose interests are affected, advising that 30 days will be "allowed for 
submission to the Unit Operator of any objections, 

(c) Upon expiration of the 30-day period provided in the pre­
ceding item (b) hereof, Unit Operator shall f i l e with the Supervisor, 
Commission, and the Commissioner, a comprehensive statement as to mail­
ing of the notice of contraction and a copy of any objections thereto 
which have been filed with the Unit Operator, together with an applica­
tion ln sufficient number, for approval of such contraction. 

(d) After due consideration of a l l pertinent information, tne 
contraction, upon approval by the Commissioner, Commission, and the 
Director, shall become effective as of the date prescribed in the notice 
thereof. 

SECTION 6. UNITIZED LAND AND UNITIZED SUBSTANCES: A l l Unitized 

Substances i n a l l of the hereinabove described and subsequently admitted 

land effectively committed to this Agreement, insofar only as the same 

may be found i n the Unitized Formation, together with the surface rights 

of ingress and egress, are unitized under the terms of this Agreement 

and said land shall constitute land referred to herein as "Unitized 

Land" or '"Land Subject to this Agreement" 

Nothing herein shall be construed to unitize, pool, or in any way 

affect the o i l , gas and other minerals contained in or that may be pro­

duced from any formation other than the Unitized Formation. 

SECTION 7, UNIT OPERATOR: TEXACO Inc., a Delaware corporation, 

is hereby designated as Unit Operator, and by signing this instrument 

as Unit Operator i t agrees and consents to accept the duties and obliga­

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

Unitl-zed Substances as herein provided, Whenever reference Is made 
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herein to the Unit Operator, such reference means the Unit Operator 

acting i n that capacity and not as an owner of interests i n Unitized 

Substances, and the term "Working Interest Owner" when used herein shall 

include or refer to Unit Operator as the owner of a Working Interest 

when such an interest i s owned by i t . 

SECTION 8. RESIGNATION OR REMOVAL OF UNIT OPERATORs Unit Opera­

tor shall have the right to resign at any time, but such resignation 

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

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

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

intention to resign has been given by Unit Operator to a l l Working Inter­

est Owners, the Commissioner and the Director, unless a new Unit Opera­

tor shall have taken over and assumed the duties and obligations of Unit 

Operator prior to the expiration of said period. 

The resignation of Unit Operator shall not release Unit Operator 

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

the effective date of i t s resignation. 

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

of i t s duties or obligations hereunder, be subject to removal by 75 

percent of the committed Working Interest Owners (on the basis of Unit 

participation during Phase I I ) exclusive of the Working Interest Owner 

who i s the Unit Operator. Such removal shall be effective upon notice 

thereof to the Commissioner and the Director. 

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

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

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

duties of Unit Operator. 

The resignation or removal of Unit Operator under this Agreement 

shall not terminate i t s r i g h t , t i t l e or interest as the owner of a 

Working Interest or other interest i n Unitized Substances, but upon the 
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resignation or removal of Unit Operator becoming effective, such Unit 

Operator shall deliver possession of a l l equipment, books, and records, 

materials, appurtenances and any other assets, used i n conducting the 

Unit operations and owned by the Working Interest Owners (including any 

and a l l data and information which i t might have gained or assembled by 

reason of i t s operation of the Unit Area) to the new duly qualified suc­

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

is elected, to be used for the purpose of conducting Unit operations 

hereunder. Nothing herein shall be construed as authorizing removal of 

any material, equipment and appurtenances needed for the preservation 

of any wells. 

SECTION 9. SUCCESSOR UNIT OPERATOR; Whenever the Unit Operator 

shall tender i t s resignation as Unit Operator or shall be removed as 

hereinabove provided, the Working Interest Owners shall by affirmative 

vote of at least 65 percent of their voting interest, based upon the 

percentages of participation during Phase I I as shown on Exhibit "B", 

select a successor Unit Operator, provided, however, that should any 

Working Interest Owner own a voting interest of more than 35 percent, 

the vote of said party shall not serve to disapprove the selection of a 

new Unit Operator approved by 80 percent or more of the voting interests 

of the remaining Working Interest Owners, and provided further that the 

Unit Operator shall not vote to succeed himself. Such selection shall 

not become effective u n t i l (a) a Unit Operator so selected shall accept 

in writing the duties and responsibilities of Unit Operator, and (b) 

the selection shall have been approved by the Commissioner and the 

Director. I f no successor Unit Operator is selected and qualified as 

herein provided, the Commissioner and the Director, at t h e i r election, 

may declare this Agreement terminated. 

SECTION 10. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT; 

Costs and expenses incurred by Unit Operator i n conducting Unit opera­

tions hereunder shall be paid, apportioned among and borne by the Work­

ing Interest Owners i n accordance with the Unit Operating Agreement. 
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Such Unit Operating Agreement shall also provide the manner in which the 

Working Interest Owners shall be entitled to receive their respective 

proportionate and allocated share of the benefits accruing hereto ln 

conformity with their underlying operating agreements, leases or other 

independent contracts and such other rights and obligations as between 

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

the Unit Operator and the Working Interest Owners; however, no such Unit 

Operating Agreement shall be deemed either to modify any of the terms 

and conditions of this Unit Agreement or to relieve the Unit Operator 

of any right or obligation established under this Agreement, and in case 

of any inconsistency or conflict between this Agreement and the Unit 

Operating Agreement, this Agreement shall prevail. Two true copies of 

any Unit Operating Agreement executed pursuant to this Section shall be 

filed with the Commissioner and three true copies thereof shall be filed 

with the Supervisor, prior to approval of this Agreement. 

SECTION 11. RIGHTS AND OBLIGATIONS OP UNIT OPERATOR: Except as 

otherwise specifically provided herein, the exclusive right, privilege 

and duty of exercising any and a l l rights of the parties hereto which 

are necessary or convenient for prospecting for, producing, storing, 

allocating and distributing the Unitized Substances are hereby delegated 

to and shall be exercised by the Unit Operator as herein provided. 

Acceptable evidence of t i t l e to said rights shall be deposited with said 

Unit Operator, and together with this Agreement, shall constitute and 

define the rights, privileges and obligations of Unit Operator. Nothing 

herein, however, shall be construed to transfer t i t l e to any land or to 

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

Agreement tne Unit Operator, ln Its capacity as Unit Operator, shall 

exercise the rlphts of possession and use vested ln the parties hereto 

only for the purposes herein specified, 

SECTION 12. PLAN OP OPERATIONS: I t i s recognized and agreed by 

the parties hereto that a l l of the land subject to this Agreement is 

reasonably proved to be productive of Unitized Substances i n paying quan­

t i t i e s and that the object and purpose of this Agreement is to formulate 

and to put into effect a secondary recovery project i n order to effect 

additional recovery of Unitized Substances, prevent waste and conserve 
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natural.resources. The parties hereto agree that the Unit Operator 

may, subject to the consent and approval of a plan of operation by the 

Working Interest Owners, the Supervisor, the Commission, and the 

Commissioner, inject into the Unitized Formation, through any well or 

wells completed therein, brine, water, a i r , gas, o i l , liquefied petroleum 

gas, and any other substance or a combination of any of said substances, 

whether produced from the Unit Area or not, and that the location of 

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

shall be governed by standards of good geologic and petroleum engineering 

nractices and conservation methods. After commencement of secondary 

operations, Unit Operator shall furnish the Commission, the Commissioner, 

and the Supervisor monthly, injection and production reports for each 

well i n the Unit. The Working Interest Owners, the Supervisor, the 

Commission, and the Commissioner, shall be furnished periodical reports 

on the progress of the plan of operation and any revisions or changes 

thereto; provided however, that any major revisions of the plan of opera­

t i o n involving a basic deviation from the i n i t i a l plan of operation shall 

be subject to the consent and,approval of the Working Interest Owners, 

the Supervisor, the Commission, and the Commissioner. 

The i n i t i a l plan of operation shall be f i l e d with the Supervisor, the 

Commission, and the Commissioner concurrently with the f i l i n g of this Unit 

Agreement for f i n a l approval. Said i n i t i a l plan of operation and a l l 

revisions thereof shall be as complete and adequate as the Supervisor, 

the Commission, and the Commissioner may determine to be necessary for 

timely operation consistent herewith. Reasonable diligence shall be exer­

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

Notwithstanding anything to the contrary herein contained, the Unit 

Operator shall commence secondary recovery operations on the Unit Area 

within six (6) months after the effective date of this Agreement, or any 

extension thereof approved by the Commission, the Commissioner and the 

Director, or this Agreement shall terminate automatically, i n which 

l a t t e r event Unit Operator shall notify a l l interested parties. After 

such operations are commenced, Unit Operator shall carry on such operations 

as would a reasonably prudent operator under the same or similar circum­

stances. 
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SECTION 13. TRACT PARTICIPATION; In Exhibit "B" attached hereto, 

there are listed and numbered the various tracts within the Unit Area 

and set forth opposite each tract is a figure which represents the per­

centage of participation allocated to each tract in the Unit Area 

during Phase I , and a figure which represents the percentage of parti­

cipation allocated to each tract in the Unit Area during Phase I I . The 

formulas used for the calculation of such percentages of participation 

are as follows: 

(a) Percentage = 100 Tract Remaining Primary Reserves 
Participation from the Unitized Formation 
of Each Tract. Unit Area Remaining Primary Reserves. 

During Phase I from the Unitized Formation 

(b) Percentage = 100 Tract Ultimate Primary Recovery 
' Participation from the Unitized Formation 

of Each Tract Unit Area Ultimate Primary Recovery 
During Phase I I from the Unitized Formation 

The percentages of participation set forth opposite each tract in 

Exhibit "B" were calculated on the basis of 100 percent tract commitment. 

I f the Unit Agreement is approved with less than 100 percent tract com­

mitment, said percentages of participation shall be revised to f i t the 

commitment status as of the effective date hereof, and thereafter, as need­

ed pursuant to Section 15 (Allocation of Unitized Substances). 

SECTION 14. TRACTS QUALIFIED FOR UNIT PARTICIPATION: On and after 

the effective date hereof the tracts within the Unit Area which shall be 

entitled to participation (as provided in Section 13 hereof) in the pro­

duction of Unitized Substances therefrom shall be those tracts within the 

Unit Area and more particularly described in said Exhibit "B" that are 

qualified as follows: 

(a) Each and a l l of those tracts as to which Working Interest 
Owners owning 100$ of the Working Interest in said tract and Royalty 
Owners owning 100$ of the Royalty Interest in said tract have subscribed, 
ratified or consented to this Agreement; and 

(b) Each and a l l of those tracts as to which Working Interest 
Owners owning not less than 95$ of the Working Interest therein and 
Royalty Owners owning not less than 75$ of the Royalty Interest therein 
have executed this Agreement, and in which the Working Interest Owners 
in said tract who have executed this Agreement have agreed to indemnify 
and hold harmless a l l other parties hereto, in a manner satisfactory to 
85$ of the Working Interest Owners qualified under (a), against any and 
a l l claims and demands that may be made by the nonjoining Working Inter­
est Owners or Royalty Owners, or both, on account of the commitment and 
joinder of such tract to the Unit Agreement, and operation thereof under 
such conditions on the basis herein provided, and as to which 85$ of the 
Working Interest Owners qualified under (a), exclusive of the Working 
Interest Owner submitting such tract, have approved the commitment of 
such tract to this Unit Agreement. 
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I f , on the effective date of this Agreement, there i s any tract 

or tracts which have not been effectively committed to or made subject 

to this Agreement by qualifying as above provided, then such tract or 

tracts shall not be e n t i t l e d to participate hereunder. Unit Operator 

shall, when submitting t h i s Agreement for f i n a l approval by the Commis­

sioner and the Director, f i l e therewith a schedule of those tracts 

which have been committed and made subject to this Agreement and are 

en t i t l e d to participate'in the production from the Unit Area hereunder. 

Said schedule shall set f o r t h opposite each such committed tract the 

lease number and assignment number, the owner of record of' the lease-

and the percentages of participation of such tract which shall be computed 

according to the participation formula set out i n Section 13 (Tract 

Participation) above. This schedule of participation shall be a part 

of Exhibit "B" and upon approval thereof by the Commissioner and the 

Director shall become a part of t h i s Agreement and shall govern the 

allocation of production of Unitized Substances u n t i l a new schedule 

i s f i l e d and approved by the Commissioner and the Director. 

SECTION 15. ALLOCATION OP UNITIZED SUBSTANCES: A l l Unitized 

Substances produced and saved (less, save and except any part of such 

Unitized Substances used i n conformity with good operating practices 

on unitized land f o r d r i l l i n g , operating, camp, and other production or 

development purposes and for pressure maintenance or unavoidable loss) 

shall be apportioned among and allocated to the committed tracts within 

the Unit Area i n accordance with the respective tract participation then 

effective hereunder during the respective periods such Unitized Sub­

stances were produced, as set forth i n the schedules of participation i n 

Exhibit "B", The amount of Unitized Substances so allocated to each 

t r a c t , and only that amount, (regardless of whether i t be more or less 

than the amount of the actual production Unitized Substances from the 

well or wells, i f any, on such tr a c t ) shall, for a l l intents, uses and 

purposes, be deemed to have been produced from such t r a c t . 

The Unitized Substances allocated to each tract shall be d i s t r i b ­

uted among, or accounted for to the parties executing, consenting to or 
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ratifying this Agreement entitled to share i n the production from such 

tract In the same manner, In the same proportions, and upon the same 

conditions, as they would have participated and shared in the production 

from such tracts, or in the proceeds thereof, had this Agreement not 

been entered into; and with the same legal force and effect. 

No tract committed to this Agreement and qualified for participa­

tion as above provided shall be subsequently excluded from participation 

hereunder on account of depletion of Unitized Substances, and nothing 

herein contained shall be construed as requiring any retroactive adjust­

ment for production obtained -prior to the effective date of the joinder 

of any tract. 

I f the Working Interest and the Royalty Interest in any tract are 

divided with respect to separate parcels or portions of such tract and 

owned severally by different persons, the percentage participation 

assigned to such tract shall, in the absence of a recordable instrument 

executed by a l l owners and furnished to Unit Operator fixing the di v i ­

sions of ownership, be divided among such parcels or portions i n propor­

tion to the number of surface acres in each. 

The Unitized Substances allocated to each tract shall be delivered 

in kind to the respective Working interest Owners and parties entitled 

thereto by virtue of the ownership!of o i l and gas rights therein or by 

purchase from such owners. Each Working Interest Owner and the parties 

entitled thereto shall have the continuing right to receive such produc-• 

tion i n kind at a common point within the Unit Area and to sell or dis­

pose of the same as i t sees f i t . Each such party shall have the right 

to construct, maintain and operate,1 a l l necessary f a c i l i t i e s for that 

purpose on unitized land, provided the same are so constructed, main­

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

suant hereto. Subject to Section 16 hereof, any extra expenditure i n ­

curred by Unit Operator by reason of the delivery i n kind of any portion 

of the Unitized Substances shall be borne by the party receiving the 

same in kind. In the event any party hereto shall f a i l to take or other­

wise adequately dispose of i t s proportionate share of the production 

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

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

of sueh party and in order to avoid curtailing the operation of the Unit 
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Area, may s e l l or otherwise dispose of such production to i t s e l f or 

others on a day^to^day basis at not less than the prevailing market 

price ln the area for like production, and the account of such party 

shall be charged therewith as having received such production. The net 

proceeds, i f any, of the Unitized Substanoes so disposed of by Unit 

Operator shall be paid to the party entitled thereto. 

Any party receiving ln kind or separately disposing of a l l or any 

part of the Unitized Substances allocated to any tract, or receiving the 

proceeds therefrom i f the same i s sold or purchased by Unit Operator, 

shall be responsible for the payment of a l l Royalty on the lease or 

leases and tracts contributed by i t and received Into the Unit, and each 

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

demands and causes of action for such Royalty on the lease or leases and 

tracts contributed by i t and received into the unitized land. 

I f , after the effective date of this Agreement, there i s any tract 

or tracts that are subsequently committed hereto, as provided in Section 

4 (Expansion) hereof, or any tract or tracts within the Unit Area not 

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

quently committed hereto under the provisions of Section 31 (Nonjoinder 

and Subsequent Joinder), or i f any tract is excluded from the Unit Area 

as provided for in Section 30 (Loss of Title), the schedules of partici­

pation as shown in Exhibit "B", subject to Section 13 (Tract Participa­

tion) or Section 31 (Nonjoinder and Subsequent Joinder), whichever i s 

appropriate, shall be revised by the Unit Operator and distributed to 

the Working Interest Owners, the Commissioner, and the Director to show 

the new percentages of participation of a l l the then effectively committed 

tracts; and the revised schedules, upon approval by the Commissioner and 

the Director, shall govern a l l the allocation of production from and 

after the effective date thereof until a new schedule i s filed and 

approved by the Commissioner and the Director, 

SECTION 16, ROYALTY SETTLEMENT; The State of New Mexico and the 

United States of America and a l l Royalty Owners who, under an existing 

contract, are entitled to take in kind a share of the substances pro-
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duced from any tract unitized hereunder, shall continue to be entitled 

to such right to take ln kind their share of the Unitized Substances 

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

Royalty share taken in kind in conformity with the applicable contracts, 

laws and regulations. Settlement for Royalty Interest not taken in kind 

shall be made by Working Interest Owners responsible therefor under ex­

isting contracts, laws and regulations, on or before th<<- last day of 

each month for Unitized Substances produced during the preceding calen­

dar month; provided, however, that nothing herein contained shall oper­

ate to relieve the lessees of any land from their respective lease obli­

gations for the payment of any Royalty due under their leases, except 

that such Royalty shall be computed in accordance with the terms of this 

Unit Agreement. 

I f gas obtained from lands not subject to this Agreement is intro­

duced into the Unitized Formation, for use in repressuring, stimulation 

of production or increasing ultimate recovery in conformity with a plan 

approved pursuant to Section 12 (Plan of Operations), a like amount of 

gas, less appropriate deductions for loss from any cause, may be with­

drawn from the Unitized Formation, Royalty free as to dry gas but not as 

to the products extracted therefrom; provided such withdrawal shall be 

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

by the Supervisor and the Commissioner; and provided further that such 

right of withdrawal shall terminate as of the effective date of termina­

tion of the Unit Agreement. I f liquefied petroleum gases obtained from 

lands or formations not subject to this agreement be injected into the 

unitized land for the purpose of increasing ultimate recovery, which shall 

be in conformance with a plan f i r s t approved by the Supervisor and the 

Commissioner, part or a l l of such liquefied petroleum gases may be with­

drawn royalty free pursuant to such conditions and formulas as may be 

prescribed or approved by the Supervisor and the Commissioner. 

All Royalty due the State of New Mexico and the United States of 

America and the other Royalty Owners hereunder shall be computed and 

paid on the basis of a l l Unitized Substances allocated to the respective 

-15-



tract or tracts committed hereto, i n l i e u of actual production from 

such tract or tracts. 

Each Royalty Owner (other than the State of New Mexico and the 

United States of America) that executes this Agreement represents and 

warrants that i t i s the owner of a Royalty Interest i n a tract or tracts 

within the Unit Area as i t s interest appears i n Exhibit "B" attached 

hereto. I f any Royalty Interest i n a tract or tracts should be lost by 

t i t l e f a i l u r e or otherwise i n whole or i n part, during the term of thi s 

Agreement, then the Royalty Interest of the party representing himself 

to be the owner thereof shall be reduced proportionately and the i n t e r ­

est of a l l parties shall be adjusted accordingly. 

SECTION 17. RENTAL SETTLEMENT; Rentals or minimum royalties due 

on leases committed hereto shall be paid by Working Interest Owners re­

sponsible therefor under existing contracts, laws and regulations, pro­

vided that nothing herein contained shall operate to relieve the lessees 

of any land from t h e i r respective lease obligations for the payment of 

any rental or minimum royalty i n l i e u thereof, due under th e i r leases. 

Rental for lands of the State of New Mexico subject to this Agreement 

shall be paid at the rate specified i n the respective leases from the 

State of New Mexico. Rental or minimum royalty for lands of the United 

States of America subject to this Agreement shall be paid at the rate 

specified i n the respective leases from the United States of America, 

unless rental or minimum royalty i s waived, suspended, or reduced by law 

or by approval of the Secretary or his duly authorized representative. 

SECTION 18. CONSERVATION: Operations hereunder and production of 

Unitized Substances shall be conducted to provide for the most economical 

and e f f i c i e n t recovery of said substances without waste, as defined by 

or pursuant to Federal and State laws and regulations. 

SECTION 1. . DRAINAGE: The Unit Operator shall take appropriate 

and adequate measures to prevent drainage of Unitized Substances from 

unitized land by wells on land not subject to this Agreement, 

SECTION 20. LEASES AND CONTRACTS CONFORMED AND EXTENDED: The 

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

tracts relating to exploration, d r i l l i n g , development or operation for 
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oil or gas on lands committed to this Agreement are hereby expressly 

modified and amended to the extent necessary to make the same conform to 

the provisions hereof, but otherwise to remain ln full force and effect, 

and the parties hereto hereby consent that the Secretary and the Commis­

sioner, respectively, shall and by their approval hereof, or by the 

approval hereof by their duly authorized representatives, do hereby 

establish, alter, change or revoke the drilling, producing, rental, mini­

mum royalty and royalty requirements of Federal and State leases commit­

ted hereto and;the regulations in respect thereto to conform said re­

quirements to the provisions of this Agreement. 

Without limiting the generality of the foregoing, a l l leases, sub­

leases and contracts are particularly modified in accordance with the 

following: 

(a) The development and operation of lands subject to this 
Agreement under the terms hereof shall be deemed full performance of al l 
obligations for development and operation with respect to each and every 
part or separately owned tract subject to this Agreement, regardless of 
whether there is any development of any particular part of tract of the 
Unit Area, notwithstanding anything to the contrary in any lease, opera­
ting agreement or otfter contract by and between the parties hereto, or 
their respective predecessors, in ints$i?§s.t? c-r any of them. 

(b) Drilling, producing or secondary recovery operations 
performed hereunder upon any tract of unitized lands shall be accepted 
and deemed to be performed upon and for the benefit of each and every 
tract of unitized land, and no lease shall be deemed to expire by reason 
of failure to drill or produce wells situated on land therein embraced. 

(c) Suspension of drilling or producing operations on a l l 
unitized lands pursuant to direction or consent of the Commissioner and 
the Supervisor or their duly authorized representatives, shall be deemed 
to constitute such suspension pursuant to such direction or consent as 
to each and every tract of unitized lands. 

(d) Each lease, sublease, or contract relating to the ex­
ploration, drilling, development or operation for oil and gas which by 
its terms might expire prior to the termination of this Agreement, is 
hereby extended beyond any such term so provided therein, so that i t 
shall be continued in full force and effect for and during the term of 
this Agreement. 

(e) Any Federal lease for a fixed tern of twenty (20) years or 
any renewal thereof or any part of such lease which is made subject to this 
Agreement shall continue in force beyond the term provided therein until 
the termination hereof. Any other Federal lease committed hereto shall 
continue in force beyond the term so provided therein or by law as to 
the committed land so long as 3uch land remains committed hereto, or 
in the event actual drilling operations are commenced on unitized land, 
ln accordance with the provisions of this Agreement, prior to the end 
of the primary term of such lease and are being diligently prosecuted 
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at that time, such lease shall be extended for two years and so long 
thereafter as o i l or gas is produced i n paying quantities i n accordance 
with the provisions of the Mineral Leasing Act Revision of i960. 

( f ) Any lease embracing lands of the State of New Mexico, 
which i s made subject to this Agreement, shall continue i n force beyond 
the term provided therein as to the lands committed hereto u n t i l the 
termination hereof. 

(g) Any lease embracing lands of the State of New Mexico 
having only a portion of i t s land committed hereto, shall be segregated 
as to that portion committed and that not committed, and the terms of 
such lease shall apply separately to such segregated portions commencing 
as?of the effective date hereof. Provided, however, that notwithstanding 
any of the provisions of this Agreement to the contrary, such lease shall 
continue i n f u l l force and effect beyond the term provided therein as 
to a l l lands embraced i n such lease i f o i l or gas i s , or has heretofore 
been, discovered i n paying quantities on some part of the lands embraced 
i n such lease committed to this Agreement or, so long as a portion of the 
Unitized Substances produced from the Unit Area i s , under the terms of 
this Agreement, allocated to the portion of the lands covered by such 
lease committed to this Agreement, or, at any time during the term here­
of, as to any lease that i s then v a l i d and subsisting and upon which 
the lessee or the Unit Operator i s then engaged i n bona fide d r i l l i n g , 
reworking, or secondary recovery operations on any part of the lands 
embraced i n such lease, then the same as to a l l lands embraced therein 
shall remain i n f u l l force and effect so long as such operations are 
dil i g e n t l y prosecuted, and i f they result i n the production of o i l or 
gas, said lease shall continue i n f u l l force and effect as to a l l of 
the lands embraced therein, so long thereafter as o i l or gas i n paying 
quantities i s being produced from any portion of said lands. 

(h) The segregation of any Federal lease committed to this 
Agreement i s governed by the following provisions i n the fourth paragraph 
of Sec. 17 (bj of said Act of February 25, 1920, as amended by the Act of 
July 29, 1954, (68 Stat. 583, 585): "Any (Federal) lease hereafter com­
mitted to any such plan (unit) embracing lands that are i n part within 
and i n part outside of the area covered by any such plan shall be seg­
regated into separate leases as to the lands committed and the lands not 
committed as of the effective date of unitization! provided, however, 
that any such lease as to the nonunitized portion shall continue i n 
force and effect for the term thereof but for not less than two years 
from the date of such segregation and so long thereafter as o i l or gas 
is produced i n paying quantities." 

SECTION 21, MATHEMATICAL ERRORS: I t i s hereby agreed by a l l 

parties to this Agreement that Unit Operator i s empowered to correct any 

mathematical errors which might exist i n the pertinent exhibits to this 

Agreement upon approval of the Commissioner, the Director, and the 

Working Interest Owners. 

SECTION 22. COVENANTS RUN WITH LAND: The covenants herein shall 

be construed to be covenants running with the land with respect to the 

interest of the parties hereto and their successors i n interest u n t i l 

this Agreement terminates, and any grant, transfer or conveyance of 

-18-



interest in land or leases subject hereto sh-11 be and hereby is con­

ditioned upon the assumption of a l l privileges and obligations hereunder 

by the grantee, transferee or other successor in interest. No assign­

ment or transfer of any Working Interest subject hereto shall be binding 

upon Unit Operator until the f i r s t day of the calendar month after Unit 

Operator i s furnished with the original, or acceptable photostatic or 

certified copy, of the recorded instrument of transfer; and no assign­

ment or transfer of any Royalty Interest subject hereto shall be binding 

upon the Working Interest Owner responsible therefor until the f i r s t day 

of the calendar month after said Working Interest Owner is furnished 

with the original, or acceptable photostatic or certified copy, of the 

recorded instrument of transfer. 

SECTION 23. EFFECTIVE DATE AND TERM: This Agreement shall become 

binding upon each party who executes or ratifies i t as of the date of 

execution or ratification by such party and shall become effective as of 

7:00 o'clock a.m. of the f i r s t day of the month next folloxcLng: 

(a) The execution or r a t i f i c a t i o n of this Agreement and the 
Unit Operating Agreement by Working Interest Owners owning a combined 
unit participation during Phase I of at least 95 percent, and the execu­
tion or r a t i f i c a t i o n of this Agreement by Royalty Owners owning a combined 
interest of at least 75 percent of the Royalty Interest, i n said Unit 
Area; and 

(b) The approval of this Agreement by the Commissioner, the 
Secretary or his duly authorized representative, and the Commission. 

I f (a) and (b) above are not accomplished on or before January 1,1963, 
this Agreement shall ipso facto terminate on said date (hereinafter called 
"termination date") and thereafter be of no further force or effect, 
unless prior thereto this Agreement has been executed or r a t i f i e d by 
Working Interest Owners owning a combined unit participation during 
Phase I of at least ninety {9®?°) percent, and the Working Interest Owners 
owning a combined unit participation during Phase I of at least ninety 
(90$) percent committed to this Agreement have decided to extend said 
termination date for a period not to exceed six (6) months (hereinafter 
called "extended termination date"). I f said termination date i s so 
extended and (a) and (b) are not accomplished on or before said extended 
termination date, this Agreement shall ipso facto terminate on said extend­
ed termination date and thereafter be of no further force or effect. For 
the purpose of this Section, ownership shall be computed on the basis of 
unit participation as determined from Exhibit "c" attached to the Unit 
Operating Agreement. 

Unit Operator shall, within t h i r t y (30) days after the effective 
date of this Agreement, f i l e for record a c e r t i f i c a t e to the effect 
that this Agreement has become effective according to i t s terms and 
stating further the effective date.and the location of the governmental 
agency.offices where copies of this Agreement are f i l e d . 
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The term of this Agreement shall be for and during the time that 

Unitized Substances are produced i n paying quantities from the Unit Area 

and as long thereafter ac d r i l l i n g , reworking or other operations ( i n ­

cluding secondary recovery operations) are prosecuted thereon without 

cessation of more than ninety (90) consecutive days, unless sooner termi­

nated by Working Interest Owners i n the manner hereinafter provided. 

This Agreement may be terminated with the approval of .the Commis­

sioner and the Director by Working Interest Owners owning ninety (90$) 

percent unit participation during Phase I I whenever such Working 

Interest Ovmers determine that Unit operations are no longer p r o f i t ­

able, feasible or in the interest of"conservation. Notice of any 

such termination shall be given by Unit Operator to a l l parties hereto. 

Upon termination of t h i s Agreement, the further development and 

operation of the Unit Area as a Unit shall be abandoned, Unit operations 

shall cease, and thereafter the parties hereto shall be governed by the 

terms and provisions of the leases and contracts affecting the separate 

tracts. 

I f not otherwise covered by the leases unitized under this Agree­

ment, Royalty Owners hereby grant Working Interest Owners a period of 

six (6) months after termination of this Agreement i n which to salvage, 

s e l l , distribute or otherwise dispose of the personal property and 

f a c i l i t i e s used i n connection with Unit operations. 

Section 24. RATS 03? PROSPECTING, DEVELOPMENT AND PRODUCTION; A l l 
-• r 

production and the disposal thereof shall be i n conformity with alloca­

tions and quotas made or fixed by any duly authorized person or regula­

tory body under any Federal or State statute. The Director and the 

Commissioner are hereby vested with authority to a l t e r or modify from 

time to time, at the i r discretion, the rate of prospecting and develop­

ment and within the l i m i t s made or fixed by the Commission to a l t e r or 

modify tho quantity and rate of production under this Agreement, such 

authority being hereby limited to alteration or modification i n the 
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public interest, the purpose thereof and the public interest to be served 

thereby to be stated i n the order of alteration or modification. 

Powers i n this Section vested i n the Director and the Commissioner 

shall only be exercised after notice to Unit Operator and opportunity 

for hearing to be held not less than f i f t e e n days from notice.. 

SECTION 25. FAIR EMPLOYMENT: In connection with the performance 

of work under th i s Agreement, the Unit Operator agrees not to discrimi­

nate against any employee or applicant for employment because of race, 

r e l i g i o n , color, or national origin. The aforesaid provision shall i n ­

clude, but not be limited t o, the following: employment, upgrading, de­

motion or transfer; recruitment or recruitment advertising, layoff or 

termination; rates of pay or other forms of compensation; and selection 

for training, including apprenticeship. The Unit Operator agrees to 

post hereafter i n conspicuous places, available for employees and appli­

cants for employment, notices to be provided by the contracting o f f i c e r 

setting f o r t h the provisions of this nondiscrimination clause. 

The Unit Operator agrees to insert the foregoing provision i n a l l . 

subcontracts hereunder, except subcontracts f o r standard commercial 

supplies or raw materials. 

SECTION 26. APPEARANCES: Unit Operator shall have the ri g h t to 

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

the Commissioner, the Department, and the Commission, and to appeal from 

any order issued under the rules and regulations of the Commissioner, the 

Department, or the Commission, or to apply for r e l i e f from any of said 

rules and regulations or l n any proceedings relative to operations before 

the Commissioner, the Department, or the Commission, or any other legally 

constituted authority; provided, however, that any other Interested 

party shall also have the right at his or i t s own expense to be heard i n 

any such proceeding. 



SECTION 27. NOTICES: All notices, demands, objections or state­

ments required hereunder to be given or rendered to the parties hereto 

shall be deemed fully given i f made ln writing and personally delivered 

to the party or parties or sent by postpaid certified mail, addressed to 

such party or parties at their respective addresses set forth ln connec­

tion with the signatures hereto or to the ratification or consent here­

of or to such other address as any such party or parties may have fur­

nished in writing to the party sending the notice, demand or statement. 

SECTION 28. NO WAIVER OF CERTAIN RIGHTS: Nothing in this Agree­

ment contained shall be construed as a waiver by any party hereto of the 

right to assert any legal or constitutional right or defense as to the 

validity or invalidity of any law of the State wherein said unitized 

lands are located, or rules or regulations issued thereunder in any way 

affecting such party, or as a waiver by any such party of any right be­

yond his or it s authority to waive. 

SECTION 29. UNAVOIDABLE DELAY: All obligations under this Agree­

ment requiring the Unit Operator to commence or continue secondary re­

covery operations or to operate on or produce Unitized Substances from 

any of the lands covered by this Agreement shall be suspended while, but 

only so long as the Unit Operator despite the exercise of due care and 

diligence, i s prevented from complying with such obligations, in whole 

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

agency, unavoidable accident, uncontrollable delays in transportation, 

inability to obtain necessary materials in open market, or other matters 

beyond the reasonable control of the Unit Operator whether similar to 

matters herein enumerated or not. 

SECTION 30. LOSS OF TITLE: In the event t i t l e to any tract of 

unitized land shall f a l l so as to render the tract Inoperable under this 

Agreement and the true owner cannot be induced to Join this Unit Agree­

ment, such tract shall be axitomatlcally regarded as not committed hereto 

and there shall be such readjustment of future costs and benefits as may 

be required on account of the loss of such t i t l e . In the event of a dis­

pute as to t i t l e as to any Royalty, Working Interest or other Interest 
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subject thereto, payment or delivery on account thereof may be withheld 

without l i a b i l i t y or interest until the dispute i s finally settled; pro­

vided, that as to State or Federal land or leases, no payments of funds 

due the State of New Mexico or the United States of America shall be 

withheld, but such funds shall be deposited as directed by the Commis­

sioner or the Supervisor (as the case may be), to be held as unearned 

money pending final settlement of the t i t l e dispute, and then applied as 

earned or returned in accordance with such final settlement. 

Unit Operator as such is relieved from any responsibility for any 

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

SECTION 31. NONJOINDER AND SUBSEQUENT JOINDER: I f the owner of 

any substantial interest in a tract within the Unit Area falls or refuses 

to subscribe, ratify, or consent in writing to this Agreement, the Work­

ing Interest Owner ln that tract who has executed or ratified this Agree­

ment may withdraw said tract from this Agreement by written notice to the 

Director, the Commissioner, and Unit Operator prior to the effective date 

of this Agreement. Joinder by any Royalty Owner, at any time, must be 

accompanied by appropriate joinder of the corresponding Working Interest 

Owner in order for the interest of such Royalty Owner to be regarded as 

effectively committed. Joinder1 to the Unit Agreement by a Working Inter­

est Owner, at any time, must be accompanied by appropriate joinder to the 

Unit Operating Agreement in order for such Interest to be regarded as 

effectively committed to this Unit Agreement. 

Any oil or gas interest in the lands ln the Unit Area not committed 

hereto prior to submission of this Agreement to the Commissioner and the 

Director for final approval may thereafter be committed hereto upon com­

pliance with the applicable provisions of this Section and of Section 14 

(Tracts Qualified for Unit Participation) hereof, at any time up to the 

effective date hereof and for a period to and including six (6) months 

thereafter, on the same basis of participation as provided in said 

Section 14, by the owner or owners thereof subscribing, ratifying, or 

consenting in writing to this Agreement and, i f the interest i s a Working 

Interest, by the owner of such interest subscribing also to the Unit 

Operating Agreement. 
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I t is understood and agreed, however, that from and after six (6) 

months from the effective date hereof the right of subsequent joinder 

as provided in this Section shall be subject to such requirements or 

approvals and on such basis as may be agreed upon by ninety (90$) percent 

of the Working Interest Owners (based upon the percentages of p a r t i c i ­

pation during Phase I I ) . Such joinder by a proposed Working Interest 

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

ment and the Unit Operating Agreement. Such joinder by a proposed 

Royalty Oxvner must be evidenced by his execution, r a t i f i c a t i o n or con­

sent of this Agreement and must be consented to i n writing by the Working 

Interest Owner responsible for the payment of any benefits that may 

accrue hereunder i n behalf of such proposed Royalty Owner. Except as may 

be otherwise herein provided, subsequent joinder to this Agreement shall 

be effective at 7:00 a.m. as of the f i r s t day of the month following the 

f i l i n g with the Commissioner and the Supervisor of duly executed counter­

parts of any and a l l documents necessary to establish effective commit­

ment of any tract or interest to this Agreement, unless objection to 

such joinder by the Commissioner or the Director is duly made within 

sixty (60) days after such f i l i n g . 

SECTION 32. COUNTERPARTS: This Agreement may be executed in any 

number of counterparts, no one of which needs to be executed by a l l 

parties and may be ratified or consented to by separate instrument in 

writing specifically referring hereto, and shall be binding upon a l l 

those parties who have executed such a counterpart, ratification or con­

sent hereto with the same force and effect as i f a l l parties had signed 

the same document, and regardless of whether or not i t i s executed by 

a l l other parties ownirf- or claiming an interest in the lands within the 

above described Unit Area. 

SECTION 33. TAXES: Each party hereto shall, for i t s own account, 

render and pay its share of any taxes* levied against or measured by the 

amount or value of the Unitized Substances produced from the unitized 

land; provided, however, that i f i t Is required or i f i t be determined 

that the Unit Operator or the several Working Interest Owners must pay 

or advance said taxes for the account of the parties hereto, i t is hereby 
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expressly agreed that the parties BO paying or advancing said taxes 

shall be reimbursed therefor by the parties hereto, including Royalty 

Ovmers, who may be responsible for the taxes on their respective allo­

cated share of said Unitized Substances. No such taxes shall be charged 

to the United States or to the State of New Mexico, nor to any lessor 

who has a contract with a lessee which requires his lessee to pay such 

taxes. 

SECTION 34. CONFLICT OP SUPERVISION: Neither the Unit Operator 

nor the Working Interest Owners, nor any of them, shall be subject to 

any forfeiture, termination or expiration of any rights hereunder or 

under any leases or contracts subject hereto, or to any penalty or l i a ­

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

any applicable provisions thereof to the extent that the said Unit Oper­

ator or the Working Interest Owners, or any of them, are hindered, de­

layed or prevented from complying therewith by reason of failure of the 

Unit Operator to obtain, in the exercise of due diligence, the concur­

rence of proper representatives of the United States and proper repre­

sentatives of the State of New Mexico in and about any matters or things 

concerning which i t i s required herein that such concurrence be obtained. 

The parties hereto and the Commission agree that a l l powers and 

authority vested in the Commission in and by any provisions of this 

Agreement are Vested in the Commission and shall be exercised by i t pur­

suant to the provisions of the laws of the State of New Mexico and sub­

ject In any case to appeal or judicial review as may now or hereafter be 

provided by the laws of the State of New Mexico. 

SECTION 35. LIMITATION OF APPROVALS: Notwithstanding anything 

herein contained to the contrary, i f no Federal lands are committed to 

thiB Agreement, then no consents or approvals provided herein shall be 

required of the Department, the Secretary, the Director, or the Super­

visor, and i t shall not be necessary to f i l e any instrument hereunder 

with said officers or agencies unless and until Federal lands are so com­

mitted to this Agreement; likewise, i f no State lands are committed to 

this Agreement, then no consents or approvals provided herein shall be 
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required of the Commissioner, and i t shall not be necessary to f i l e 

any instrument hereunder with said o f f i c e r unless and u n t i l State lands 

are so committed to this Agreement. 

SECTION 36. BORDER AGREEMENTS: Subject to the approval of the 

Director and the Commissioner, the Unit Operator, with concurrence of 

sixty-five (65) percent of the Working Interest Owners, based upon the 

percentages of participation during Phase I I , may enter into a border 

protection agreement or agreements with the Working Interest Owners of 

adjacent lands along the boundaries of the Unit Area with respect to the 

operations i n the border area for the maximum ultimate recovery, con­

servation purposes and proper protection of the parties and interests. 

SECTION 37- NO PARTNERSHIP; I t i s expressly agreed that the 

relation of the parties hereto is that of independent contractors and 

nothing i n this Agreement contained, expressed or Implied, or any opera­

tions conducted hereunder, shall create or be deemed to create a partner­

ship or association between the parties hereto or any of them. 

SECTION 38. OIL IN LEASE TANKAGE ON EFFECTIVE DATE; Unit Operator 

shall make a proper and timely gauge of a l l lease and other tanks within 

the Unit Area i n order to ascertain the amount of merchantable o i l i n 

such tanks, above the pipe l i n e connections, as of 7:00 A.M. on the effec­

t i v e date hereof. A l l such o i l as i s a part of the prior allowable of the 

well or wells from which the same was produced shall be and remain the 

property of the Working Interest Owners e n t i t l e d thereto the same as i f the 

Unit had not been formed, and such Working Interest Owners shall promptly 

remove said o i l from the Unit Area. Any such o i l not so removed may be 

sold by the Unit Operator for the account of such Working Interest Owners, 

subject to the payment of a l l Royalty to Royalty Owners under the terms 

and provisions of the applicable lease or leases and other contracts. 

A l l such o i l and gas as i s i n excess of the prior allowable of the well 

or wells from which the same was produced shall be regarded and treated 

the same as Unitized Substances produced after the effective date hereof. 
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I f , as of the effective date hereof, any tract i s overproduced with 

respect to the allowable of the well or wells on that tract and the 

amount of such overproduction has been sold or otherwise disposed of, 

such overproduction shall be regarded and included as a part of the 

Unitized Substances produced after the effective date hereof and the 

amount thereof charged to such tract as having been delivered to the 

persons entitled to Unitized Substances allocated to such tract. 

SECTION 39. PERSONAL PROPERTY EXCEPTED: All lease and well 

equipment, materials, and other fac i l i t i e s heretofore or hereafter 

placed by any of the Working Interest Owners on the lands subject to 

this Agreement shall be deemed to be and shall remain personal property 

belonging to and may be removed by the Working Interest Owners (subject 

to the provisions of Section 12). The rights and interests therein as 

among Working Interest Owners are covered by the Unit Operating Agreement, 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement 

to be executed and have set opposite their respective names the date of 

execution. 

TEXACO Inc. 

Date: By. 
Attorney-in-Fact 

UNIT OPERATOR AND WORKING INTEREST 
OWNER. 

ATTEST: 

Date: 

ATTEST: 

Secretary 
BY 

President 

Date: 

Secretary 
By 

President 

WORKING INTEREST OWNERS 

BEH:lg -27-
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Monthly Oil & Water Production - Barrels X 10 
Cumulative Oil Production - Barrels X 1000 
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O i l , Water Production & Water Injected - Barrels 
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