
JL 

BEFORE THE 
OIL CONSERVATION COMMISSION 

Sc nte Fe, New Mexico y 

-Exhibit No y _„ 

UNIT AGREEMENT 

for the 
CONE JALMAT YATES POOL UNIT 

Lea County, New Mexico 

Contents 

Article Page 

Preamble 1 
Definitions 1 
Exhibits 5 
Creation § Effect of Unit 6 
Plan of Operation 8 
Tract Participation 9 
Allocation of Unitized Substances 12 
Production as of the Effective Date ; 14 
Use or Loss of Unitized Substances 15 
Tracts to be Included in Unit 15 
Titles 17 
Easements or Use of Surface 18 
Enlargement of Unit Area 19 
Change of Title 20 
Relationship of Parties 20 
Laws and Regulations 21 
Force Majeur 21 
Effective Date 21 
Term 23 
Execution 23 
General 24 



V 

UNIT AGREEMENT 
CONE JALMAT YATES POOL UNIT 

LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered into as of the f i r s t day of November 

1962, by the parties who have signed the o r i g i n a l of th i s instrument, 

a counterpart thereof, or other instrument agreeing to be bound by 

the provisions hereof; 

WITNESSETH; 

WHEREAS, In the interest of the public welfare and to promote 

conservation and increase the ultimate recovery of o i l , gas, and 

associated minerals from the Jalmat Pool, in Lea County, State of 

New Mexico, and to protect the rights of the owners of interest 

therein, i t i s deemed necessary and desirable to enter into t h i s 

agreement to u n i t i z e the Oil and Gas Rights i n and to the Unitized 

Formation i n order to conduct a secondary recovery, pressure main

tenance, or other recovery program as herein provided; and 

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

Mexico i s authorized by an Act of the Legislature (Sec.l Chap, 162), 

Laws of 1951, Chap„ 7, Ar t 0 11 Sec, 41 N„Mo Statutes 1953 Annotated) 

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 

interest of the State of New Mexico; and 

WHEREAS, the Oi l Conservation Commission of the State of New 

Mexico i s authorized by law (Chap0 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 pro

visions hereof; 

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

mutual agreements herein contained, i t i s agreed as follows: 

ARTICLE I 

DEFINITIONS 

As used i n t h i s agreement, the terms herein contained shall 

have the following meaning: 

1 J1 Unit Area means the lands described by Tracts i n Exhibit B 



and shown on Exhibit A as to which t h i s agreement becomes e f f e c t i v e 

or to which i t may be extended as herein providedo 

1 0 2 Unitized Formation means that subsurface portion of the 

Unit Area commonly known or described as follows °. The Yates Sand 

Formation encountered i n the d r i l l i n g of the J c R0 Cone, e t 0 al„-

Nix State Noc 3 Well between the depths of Three Thousand Seven 

Hundred Twenty (3^720) feet KB and Three Thousand Nine Hundred 

F i f t y (3,950) feet KB as shown by the Gamma Ray=Neutron Log of 

said w e l l , which well i s located One Thousand Nine Hundred Eighty 

Clj^SO) feet: from the south and west lines of Section 13, Township 

22 South, Range 35 East„ Leas Countyf New Mexico, 

103 Unitized Substances means a l l o i l , gas, gaseous substances, 

sulphur contained i n gas s condensate, d i s t i l l a t e , and a l l associated 

and constituent l i q u i d or l i q u e f i a b l e hydrocarbons within or pro

duced from the Unitized Formation: 

1f4 Working Interest means an interest i n Unitized Substances 

by v i r t u e of a lease, operating agreement, fee t i t l e , or otherwise, 

including a carried interest;, 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 d r i l l i n g , developing, 

producing, and operating the Unitized Formation,, Any interest i n 

Unitized Substances which i s a Working Interest as of the date the 

owner thereof executed or r a t i f i e s t h i s Agreement whall thereafter 

be treated as a Working Interest for a l l purposes of this Agreement. 

1s5 Royalty Interest means a ri g h t to or interest i n any portion 

of the Unitized Substances or proceeds thereof other than a Working 

Interest 3 

1=6 Royalty Owner means a party hereto who owns a Royalty Interest, 

107 Working Interest^Owner means a party hereto who owns a 

Working Interest„ The owner of o i l and gas rights that are free of 

lease or other instrument conveying the Working Interest to another 

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

seven-eights (7/8) of his interest i n Unitized Substances, and as 

a Royalty Owner with respect to his remaining one-eighth (1/8) 

interest therein^ 

l c 8 Tract means each parcel of land described as such and 
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given a Tract number i n Exhibit B 

109 Unit Operating Agreement means the agreement e n t i t l e d 

"Unit Operating Agreement , Cone Jalmat Yates Pool Unit, Lea 

County, New Mexico", of the same eff e c t i v e date as the effec

t i v e date of t h i s agreement, and which i s entered int o by Working 

Interest Ownersc 

1010 Unit Operator means the Working Interest Owner designated 

by Working Interest Owners under the Unit Operating Agreement to 

perform the duties of Unit Operator as set f o r t h i n said Operating 

Agreement to develop and operate the Unitized Formation, acting 

as operator and not as a Working Interest Ownerc 

1011 Tract P a r t i c i p a t i o n means the percentage shown on Exhibit 

B f o r allocating Unitized Substances to a Tract under t h i s agreement,, 

1,12 Unit Pa r t i c i p a t i o n of each Working Interest Owner means 

the sum of the percentages obtained by multiplying the Working 

Interest of such Working Interest Owner i n ach Tract by the 

Tract P a r t i c i p a t i o n of such Tract, 

l c13 Outside Substances means a l l substances obtained from 

any source other than the Unitized Formation and which are injected 

into the Unitized Formation,, 

l o l 4 P a r t i c i p a t i o n Acres means the surface area, i n acres, 

of each Tract i n the Unit Area derived by multiplying Forty (40) 

acres by the t o t a l number of wells d r i l l e d into and completed i n 

the Unitized Formation and capable of producing Unitized Substances 

on the Effective Date of t h i s agreement, After the Effective Date 

of t h i s agreement a l l wells d r i l l e d by the Unit for the purpose 

of serving as wells through which Outside Substances w i l l be 

injected into or Unitized Substances produced from the Unitized 

Formation w i l l also be included i n the number of wells to be used 

as the m u l t i p l i e r i n determining P a r t i c i p a t i o n Acres, 

1-15 Effective Acres means the sum of the products derived 

by mul t i p l y i n g Forty (40) acres f o r each regular f o r t y acre pro

ra t i o n Unit i n a Tract that i s included i n the Unit Area by an 

eff i c i e n c y factor^ The eff i c i e n c y factor to be used as a m u l t i 

p l i e r i n the determination of Effective Acres f o r a Tract shall 
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be based on the location of a well completed i n and capable 

of producing Unitized Substances from the Unitized Formation, on 

the e f f e c t i v e date of t h i s agreement, with respect to the geogra

phic center of that regular f o r t y (40) acre proration unit i n which 

said well is located. Thus as a well location within i t s regular 

f o r t y (40) acre proration unit is moved away from the center of the 

f o r t y acre square then i t s e f f e c t i v e use for the purpose of recover

ing Unitized Substances from the Unitized Formation under the 

methods of secondary recovery, pressure maintenence or other re

covery program anticipated under t h i s agreement is reduced. The 

ef f i c i e n c y factors to be used i n the determination of Effective 

Acres as defined above are set out in the following and expressed 

as a function of the shortest distance between the well and the 

corner of the f o r t y (40) acre proration unit in which said well is 

located that i s nearest to the w e l l : 

Distance i n feet from 
the well to the corner 
of the 40 acre proration 
Unit nearest that well 

Efficiency 
Factor 

Effective 
Acres 

More than 870 feet IcOO 40 0 0 

775 to 870 feet 0 0 87 34,8 

701 to 775 feet 0,81 32,4 

616 to 701 feet 0, 73 29,2 

5 20 to 616 feet 0,65 26,0 

Less than 520 feet 0,58 23,2 

1,16 Cumulative Production means the t o t a l o i l i n barrels which 

has been produced, saved and marketed from the Unitized Formation and 

reported to the Oil Conservation Commission of the State of New Mexico 

by Operators of the i n d i v i d u a l Tracts located w i t h i n the Unit Area, 

1o17 Production Rate f o r the Six (6) Months_Prio to January, 

196J. means the t o t a l o i l produced from the Unitized Formation under 

each Tract, saved and marketed during the six (6) months period 

commencing at 7:00 AM on Jly 1, 1960 and ending at 7:00 AM on 

January 1, 1961, as reported to the Oil Conservation Commission 

of the State of New Mexico by Operators of the individual Tracts 

located w i t h i n the Unit Area, 
. 4 = 



I0I8 Oil and Gas R ights means the right to explore, develop, 

and operate lands within the Unit Area for the production of Unit 

ized Substances j, or to share i n the production so obtained or the 

proceeds thereofo 

1=19 Unit Operations means a l l operations conducted by Working 

Interest. Owners or Unit Operator pursuant to t h i s agreement and 

the Unit Operating Agreement for or on account of the development 

and operation of the Unitized Formation f o r the production of 

Unitized Substances, 

lo20 Uni t Equ3 pin en t means a l l personal property, lease and 

well equipment} p l a n t s s and other f a c i l i t i e s and equipment taken 

over or otherwise acquired f o r the j o i n t account for use in Unit 

Operations 0 

Unit Expense means a l l cost ; expense. or indebtedness 

incurred by Working Interest Owners or Unit Operator pursuant 

to t h i s agreement and the Unit Operating Agreement for or on 

account of Unit Operations 0 

lo22 Unless the context otherwise clearly indicates, words 

used i n the singular include the p l u r a l , the p l u r a l include the 

singular, and the neuter gender include the masculine and the 

feminine 0 

ARTICLE I I 

EXHIBITS 

Exhibits„ Attached hereto are the following exhibits which 

are incorporated herein by reference •: 

2 1 1 Exhibit Ae which i s a map that shows the bound

ary lines of the Unit Area and the Tracts t h e r e i n c 

2 n1o 2 Exhibit B8 which i s a schedule that describes each 

Tract i n the Unit Area and shows i t s Tract P a r t i c i p a t i o n 0 

2c2 Reference to Exhibits c When reference herein i s made to 

an e x h i b i t , the reference i s to the Exhibit as o r i g i n a l l y attached 

or, i f revisedj to the latest revision, 

2 3 3 Exhibits Considered Correct 0 An exhibit shall.-be consider

ed to be correct u n t i l revised as herein provided, 
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2 c, 4 Correcting Errors , The shapes and descriptions of the 

respective Tracts have been established by using the best information 

available. I f i t subsequently appears that any Tract, because of 

diverse royalty or working interest ownership on the e f f e c t i v e 

date hereof, should be divided i n t o more than one Tract, or that 

any mechanical miscalculation has been made, Unit Operator, with 

the approval of Working Interest Owners and the Commissioner of 

Public Lands for the State of New Mexico, may correct the mistake 

by revising the exhibits to conform to the facts. The revision 

s h a l l not include a re=evaluation of engineering or geological 

interpretations used i n determining Tract P a r t i c i p a t i o n , Each such 

revision of an exhibit s h a l l be e f f e c t i v e at 7;00 a,m, on the f i r s t 

day of the calendar month next following the approval of said 

revision by the Commissioner of Public Lands f o r the State of New 

Mexico and the f i l i n g for record of the revised exhibit or on such 

other date as may be determined by Working interest Owners and set 

f o r t h i n the revised e x h i b i t , 

2,5 F i l i n g Revised Exhibits, I f an exhibit is revised pursuant 

to t h i s agreement, Unit Operator shall c e r t i f y and f i l e the revised 

exh i b i t with the Commissioner of Public Lands of the State of New 

Mexico and for record i n the County or Counties i n which t h i s agree

ment is f i l e d , 

ARTICLE I I I 

CREATION AND EFFECT OF UNIT 

3 c l O i l and Gas Rights Unitized, Subject to the provisions 

of t h i s agreement, a l l Oil and Gas Rights of Royalty Owners in and 

to the lands described i n Exhibit B, and a l l Oil and Gas Rights 

of Working Interest Owners i n and to said lands, are hereby unitized 

insofar as the respective Oil and Gas Rights pertain to the Unitized 

Formation, so that operations may be conducted as i f the Unitized 

Formation had been included i n a single lease executed by a l l Royalty 

Owners, as lessors, i n favor of a l l Working Interest Owners, as 

lessees, and as i f the lease had been subject to a l l of the pro

visions of t h i s agreement, 
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5 c 2 Personal Property Excepted, A l l lease and well equipment, 

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 covered hereby shall 

be deemed to be and shall remain personal property belonging to 

and may be removed by the Working Interest Owners, The rights and 

interests herein as among Working Interest Owners are covered by 

the Unit Operating Agreement,, 

3,3 Amendment of Leases and Other Agreements , The provisions 

of the various leases, agreements, d i v i s i o n and transfer orders, 

or other instruments covering the respective Tracts or the pro

duction therefrom are amended to the extent necessary to make 

them conform to the provision of this agreement, but otherwise 

shall remain in e f f e c t , 

3 = 4 Con^tinuati_on_of Leases gnd JTer^n Royalties, Unit Operations 

conducted on any part of the Unit Area shall be considered with 

respect to leases and term royalties as follows; 

3 04ol Operations, including d r i l l i n g operations, conducted 

with respect to the Unitized Formation on any part of the Unit 

Area, or production from any part of the Unitized Formation, 

except for the purpose of determining payments to Royalty Owners, 

shall be considered as operations upon or production from each 

Tract, and such operations or production shall continue in 

effect each lease or term royalty interest as to a l l lands 

covered thereby j u s t as i f such operations had been conducted 

and a well had been d r i l l e d on and was producing from each Tract, 

3,4,2 Any lease embracing lands of the State of New Mexico 

which is made subject to t h i s 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, 

3C4,3 Any lease embracing lands of the State of New Mexico 

having only a portion of i t s land committed hereto, shall be seg

regated as to the portion committed and that portion not committed, 

and the terms of such lease shall apply separately as to such 

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

Notwithstanding any of the provisions of t h i s agreement to the 

contrary, any lease embracing lands of the State of New Mexico 
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having only a portion of i t s land committed hereto shall continue 

in f u l l force and effect beyond the term provided therein as 

to a l l lands embraced in such lease (whether within or without 

the Unit Area), ( i ) i f , and for so long as Unitized Substances 

are capable of being produced i n paying quantities from some 

part of the lands embraced in such lease committed to th i s agree

ment, or ( i i ) i f , and for so long as some part of the lands em

braced in such State lease are allocated Unitized Substances; 

or ( i i i ) i f , at the expiration of the secondary term, the lessee 

or the Unit Operator is then engaged in bonafide d r i l l i n g or 

reworking operations on some part of the lands embraced therein 

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

and i f they re s u l t in the production of Unitized Substances, 

said lease shall continue in f u l l force and effect as to a l l of 

the lands embraced therein, as provided m ( i ) or ( i i ) above. 

3.5 T i t l e s Unaffected by Uni 11 zati on - /othing herein shall be 

construed to re s u l t i n the transfer of t i t l e to the Oil and Gas 

Rights by any party hereto to any other party or to Unit Operator, 

The intention i s to provide for the cooperative development and 

operation of the Tracts and for the sharing of Unitized Substances 

as herein provided, 

3.6 In j e c t i o n Rights, Royalty Owners hereby grant unto Work

ing Interest Owners the r i g h t to i n j e c t into the Unitized Formation 

any substances i n whatever amounts Working Interest Owners deem 

expedient for Unit Operations, including the r i g h t to d r i l l and 

maintain i n j e c t i o n wells on the Unit Area and to use producing or 

abandoned o i l or gas wells for such purposes, 

3.7 Development Obligation, Nothing herein shall relieve 

Working Interest Owners from the obligation to develop reasonably 

as a whole the lands and leases committed hereto, 

ARTICLE IV 

PLAN OF OPERATION 

4 C1 Unit Operator Working Interest Owners are, as of the 

eff e c t i v e date of t h i s agreement, entering into the Unit Operating 

Agreement, designating J, R, Cone as Unit Operator, Unit Operator 

shall have the exclusive r i g h t to conduct Unit Operations, The 



operations shall conform to the provisions of th i s agreement and 

the Unit Operating Agreement, I f there i s any c o n f l i c t between 

such agreements, t h i s agreement shall govern, 

4,2 Operating Methods, To the end that the quantity of 

Unitized Substances ult i m a t e l y recoverable may be increased and 

waste prevented, Working Interest Owners s h a l l , with diligence 

and i n accordance with good engineering and production practices, 

engage in methods of operation of the Unit Area which from time 

to time w i l l i n t h e i r judgment be conducive to that end within 

practicable economic l i m i t s , including water flooding operations 

and such other pressure maintenance, repressuring and secondary 

recovery operations as may be deemed by them to be necessary or 

proper to achieve that end, 

Change of Operating Methods, Nothing herein shall prevent 

Working Interest Owners from discontinuing or changing i n whole 

or in part any method of operation which, i n t h e i r opinion, is no 

longer i n accord with good engineering or production practices. 

Other methods of operation may be conducted or changes may be made 

by Working Interest Owners from time to time i f determined by them 

to be feasible, necessary, or desirable to increase the ultimate 

recovery of Unitized Substances8 

ARTICLE V 

TRACT PARTICIPATION 

5,1 Tract P a r t i c i p a t i o n , The Tract Par t i c i p a t i o n of each 

Tract i s shown i n Exhibit B, Upon the ef f e c t i v e date hereof, the 

Tract P a r t i c i p a t i o n of each Tract shall be the Percentage P a r t i c i 

pation shown i n Exhibit B for each Tract and shall remain so 

u n t i l such time as a revised Exhibit B i s prepared and approved by 

the Commissioner of Public Lands f o r the State of New Mexico and 

recorded with the County Clerk, Lea County, New Mexico as provided 

in paragraphs 5,3, 9,3, 2,4, and 12,3 of t h i s agreement, 

5,1,1 The Part i c i p a t i o n Percentages shown i n Exhibit B 

were determined i n accordance with the following formula: 

Tract P a r t i c i p a t i o n Percentage i s equal to: 

Tract P a r t i c i p a t i o n Acres 
Unit Pa r t i c i p a t i o n Acres *15 



r,, ' Tract Effective Acres Y o n 

Unit Effective Acres 

Cumulative Tract Production to 7-1-60 Y,c 
Cumulative Unit Production to 7-1-60 

Tract Production f o r (6) months 
P̂.-c- Prior to January„ 1961 x 2 0 

u h OnTtHFrodtrcHon f o r Six (6J months 
Prior to January e 1961 

5 .2 Relative Tract Participations. I f the Unit Area i s enlarged or reduced, 

the revised Tract Participations of the Tracts remaining i n the Unit Area and 

which were within the Unit Area p r i o r to the enlargement or reduction s h a l l remain 

in the same r a t i o one to another-, 

5-. 3 D r i l l i n g of New Wells , I t i s anticipated that a f t e r the e f f e c t i v e date 

of this agreement additional wells w i l l be d r i l l e d to the Unitized Formation within 

the Unit Area as a unit operation and at location w i t h i n regular f o r t y (40)acre 

proration units upon which no well existed f o r the purpose of determining p a r t i c i 

pation acres on the effective date of t h i s agreement. Upon the e f f e c t i v e 

completion of such a well as a producer of unitzed substances or i n j e c t i o n service 

well through which outside substances may be injected i n t o the unitized formation, 

the p a r t i c i p a t i n g acres a t t r i b u t a b l e to such t r a c t upon which such well was 

d r i l l e d w i l l be increased s f o r the purpose of determining Participation Percentage 

for the Tracts then included in the Unit, i n accordance with paragraph l 0 m hereof,, 

Upon the completion of such well Unit Operator s h a l l redetermine Tract Participa

t i o n Percentage fo r each Tract i n the Unit Area using the increased p a r t i c i p a t i o n 

acres that r e s u l t from the d r i l l i n g of such w e l l , but without a l t e r a t i o n of any 

other factor employed in the formula, as set out i n paragraph 5„1 hereof, f o r 

determination of Tract Participation Percentage. Upon such redetermination of Tract 

Participation Percentage, Unit Operator s h a l l revise Exhibit "B" i n accordance with 

paragraphs 2„4 and 2 05 hereof to r e f l e c t such redetermined Participation Percentage 

and submit such revised Exhibit "B" to the Commissioner of Public Lands of the 

State of New Mexico f o r approval,, The e f f e c t i v e date of the so revised Exhibit "B" 

r e f l e c t i n g the new Participation Percentages w i l l be i n accord with paragraph 2,4 

hereto. From and a f t e r the e f f e c t i v e date of the revised Exhibit "B", as provided 

hereinj a l l personal property and f a c i l i t i e s taken over and otherwise acquired by 

the Unit Operator sh a l l be owned by the Working Interest Owners i n accordance with 

the +erms of the Unit Operating Agreement, but there s h a l l be no retroactive 

allocation or adjustment of u n i t expense or of i n t e r e s t i n the unitized substances 

produced or proceeds therefrom, nor s h a l l there be any adjustment of investment 

by reason of such redetermination of the Tract Participation Percentages, 
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5 03 c1 I f „ a f t e r 18 months from the e f f e c t i v e date of t h i s agreement there 

remains any regular f o r t y (40) acre proration u n i t i n the Unit Area that does not 

have a well d r i l l e d thereon to the unitized formation and which i s therefore not 

e n t i t l e d to receive p a r t i c i p a t i o n acre c r e d i t , as defined i n paragraphs 1„14 and 

5,3 hereof 5 in determination of Tract Participation Percentage then the Working 

Interest Owner of the Tract containing such undeveloped f o r t y (4-0) acre proration 

uni-: may request i n w r i t i n g that the Unit Operator, within 30 days of the receipt 

of such request B propose to the Working Interest Owners that a well be d r i l l e d as 

a unit operation to the unitized formation at a location w i t h i n said undeveloped 

fo r t y OOacre proration u n i t . Unit Operator s h a l l make such proposal f o r the 

d r i l l i n g of said well i n w r i t i n g to the Working Interest Owners, Unit Operators 

pr<.-csal s h a l l also n o t i f y the Working Interest Owners that the f o r t y (40) acre 

proration unit within which such well i s to be located w i l l be released from t h i s 

L'n:i..t Agreement t h i r t y (30) days from the date of such wr i t t e n proposal f o r the 

d r i l l i n g of said well i f that proposal f a i l s to receive the approval of at least 

three (3) Working Interest Owners owning seventy f i v e percent (75%) of the working 

inte r e s t Participation Percentage0 In the event that Unit Operator f a i l s to receive 

the approval by Working Interest Owners as provided herein, of his proposal f o r the 

d r i l l i n g of such well on said undeveloped f o r t y (40) acre proration unit then Unit 

Operator s h a l l revise Exhibits "A" and "B" hereto i n accordance with paragraphs 2.4 

and 2,; 5 hereof, by deleting therefrom the said undeveloped f o r t y (4) acre proration 

unit which f a i l e d t o receive Working Interest Owner approval f o r the d r i l l i n g of a 

well thereon,, Unit Operator w i l l submit the so revised Exhibits "A" and "B" to the 

Commissioner of Public Lands of the State of New Mexico f o r approval, Upon the 

approval of the so revised Exhibits "A" and "B" by the Commissioner of Public Lands 

of the State of New Mexico such undeveloped f o r t y (40) acre proration u n i t s h a l l be 

released from t h i s agreement and the Working Interest Owner of the Tract i n which 

such f o r t y (40) acre proration u n i t i s located may thereafter d r i l l a well to the 

unitized formation at his own cost, r i s k and expense and may produce, save and mar

ket unitized substances from said f o r t y (40) acre proration u n i t j u s t as i f said 

f o r t y (40) acre proration u n i t had never been subject to t h i s agreement,, 

5,3,2 Nothing contained i n paragraph 5.3,1 hereto s h a l l be construed to l i m i t 

the r i g h t cf any Working Interest Owner at any time to make such proposals as he 

may see f i t to the Working Interest Owners regarding the d r i l l i n g of wells or other 

operating practices conducted i n the unit nor s h a l l i t r e s t r i c t the r i g h t of the 

Working Interest Owner to have his proposal given due consideration by a l l other 

Working Interest Owners0 
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ARTICLE VI 

ALLOCATION OF UNITIZED SUBSTANCES 

6=1 Allocation to Tracts, A l l Unitized Substances produced 

and saved shall be allocated to the several Tracts i n accordance 

with the respective Tract Participations e f f e c t i v e during the period 

that the Unitized Substances were produced. The amount of Unitized 

Substances allocated to each Tract, regardless of whether i t is 

more or less than the actual production of Unitized Substances from 

the well or wells, i f any, on such Tract, shall be deemed for a l l 

purposes to have been produced from such Tract-

^ 0 ^ D i s t r i b u t i o n Within Tracts, The Unitized Substances a l l o 

cated to each Tract shall be d i s t r i b u t e d among, or accounted for to 

the parties e n t i t l e d to share i n the production from such Tract 

in the same manner, in the same proportions, and upon the same con

ditions as they would have participated and shared i n the production 

from such Tract, or i n the proceeds thereof f had t h i s agreement 

not been entered i n t o , and with the same legal e f f e c t . I f any 

Oil and Gas Rights i n a Tract hereafter become divided and owned 

in severalty as to d i f f e r e n t parts of the Tract, the owners of the 

divided i n t e r e s t s , i n the absence of an agreement providing for 

a d i f f e r e n t d i v i s i o n , shall share i n the Unitized Substances 

allocated to the Tract, or i n the proceeds thereof, in proportion 

to the surface acreage of t h e i r respective parts of the Tract, 

6,3 Taking Unitized Substances in•Kind, The Unitized Subst

ances allocated to each Tract shall be delivered i n kind to the 

respective parties e n t i t l e d thereto by v i r t u e of the ownership of 

Oil arid Gas Rights therein or by purchase from such owners. Such 

parties shall have the r i g h t to construct, maintain, and operate 

within the Unit Area a l l necessary f a c i l i t i e s f or that purpose, 

provided that they are so constructed, maintained, and operated 

as not to i n t e r f e r e with Unit Operations, Any extra expenditures 

incurred by Unit Operator by reason of the delivery i n kind of any 

portion of the Unitized Substances shall be borne by the receiving 

party I f a Royalty Owner has the r i g h t to take i n kind a share 

of Unitized Substances and f a i l s to do so, the Working Interest 

Owner whose Working Interest i s subject to such Royalty Interest 
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shall be e n t i t l e d to take i n kind such shar of the Unitized 

Substanceso Notwithstanding anything to the contrary contained herein, 

the State of New Mexico shall be e n t i t l e d to take i n kind i t s share 

of Unitized substances allocated to the respective leases committed 

hereto, and i n such case the Unit Operator shall make such deliver

ies of such royalty i n accordance with the terms of the respective 

leases„ 

6„4 Failure to Take i n Kind. I f any party f a i l s to take i n 

kind or separately dispose of i t s share of Unitized Substances, 

Unit Operator shall have the r i g h t , for the time being and subject 

to revocation at w i l l by the party owning the share, but not the 

obli g a t i o n , to purchase for i t s own account or s e l l to others such 

share at not less than the average market price for a l l such sales 

from the Unitized Formation ; provided th a t , a l l contracts of sale 

by Unit Operator of any other party's share of Unitized Substances 

shall be only for such reasonable periods of time as are consistent 

with the minimum needs of the industry under the circumstances, 

but i n no event shall any such contract be for a period i n excess 

of one year. The proceeds 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. 

The sale of Unitized Substances to which the State of New Mexico 

is e n t i t l e d but f a i l s to take i n kind shall be made i n accordance 

with the terms of the respective leases covering Lands of the State 

of New Mexico which are committed hereto, I f , under the provision 

of t h i s paragraph, Unit Operator contracts to s e l l i n i n t e r s t a t e 

commerce any gas not taken i n kind or separately disposed of by 

the owning party, Unit Operator shall give such owning party ninety 

(90) days notice of such sale, 

6:5 Responsibility f o r Royalty Settlements, Any party re

ceiving i n kind or separately disposing of a l l or part of the Unit

ized Substances allocated to any Tract or receiving the proceeds 

therefrom shall be responsible f o r the payment thereof to the 

persons e n t i t l e d thereto, and shall indemnify a l l parties hereto, 

including Unit Operator, against any l i a b i l i t y for a l l r o y a l t i e s , 

overriding r o y a l t i e s , production payments, and a l l other payments 

chargeable against or payable out of such Unitized Substances or 

the proceeds therefrom, 
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606 Royalty on Outside Substances, I f -ny Outside Substances, 

consisting of natural gases, are injected into the Unitized Form-

ation^ f i f t y percent (50%) of any l i k e substances contained i n 

Unitized Substances subsequently produced and sold, or used f o r 

other than operations hereunder, shall be deemed to be Outside 

Substances u n t i l the aggregate of said f i f t y percent (501) equals 

the accumulated volume of such natural gases injected into the 

Unitized Formation 0 I f the Outside Substances injected be lique

f i e d petroleum gases, or other l i q u i d hydrocarbons, as d i s t i n 

guished from natural gases then, beginning one (1) year af t e r 

i n j e c t i o n of such l i q u e f i e d petroleum gases or other l i q u i d hydro

carbons is commenced, ten percent (101) of a l l Unitized Substances 

produced and sold from the Unitized Formation shall be deemed to 

be Outside Substances u n t i l the aggregate value of said ten per

cent (101) equals the entire accumulated cost to the Working 

Interest Owners of such l i q u e f i e d petroleum gases or other l i q u i d 

hydrocarbons injectedo No payments sh a l l be due or payable to 

Royalty Owners on any substance which i s c l a s s i f i e d hereby as an 

Outside Substanceo 

ARTICLE VII 

PRODUCTION AS OF THE EFFECTIVE DATE 

7„1 Oil i n Lease Tanks„ Unit Operator shall gauge a l l lease 

and other tanks wi t h i n the Unit Area to ascertain the amount of 

merchantable o i l produced from the Unitized Formation i n such tanks, 

above the pipe l i n e connections, as of 7:00 A,M, on the eff e c t i v e 

date hereof. The o i l that i s a part of the p r i o r allowable of 

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

the parties e n t i t l e d thereto the same as i f the Unit had not been 

formed; Any such o i l not promptly removed may be sold by the Unit 

Operator f o r the account of the parties e n t i t l e d thereto, subject 

to the payment of a l l r o y a l t i e s , overriding r o y a l t i e s , production 

payments, and a l l other payments under the provisions of the app

li c a b l e lease or other contracts. The o i l that i s i n excess of the 

p r i o r allowable of the well from which i t was produced shall be 

regarded as Unitized Substances produced a f t e r the ef f e c t i v e date 

hereof e 
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7,2 Overproduction, I f , as of the e f f e c t i v e date hereof, any 

Tract is overproduced with respect to the allowable of the wells 

on that Tract and the amount of overproduction has been sold 

or otherwise disposed of, such overproduction shall be regarded 

as a part of the Unitized Substances produced after the ef f e c t i v e 

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

delivered to the parties e n t i t l e d to Unitized Substances 

allocated to such Tract, 

ARTICLE V I I I 

USE OR LOSS OF UNITIZED SUBSTANCES 

8.1 Use of Unitized Substances: Working Interest Owners 

may use as much of the Unitized Substances as they deem necessary 

for Unit Operations, including but not l i m i t e d to the i n j e c t i o n 

thereof into the Unitized Formation, 

8.2 Roya11y Payments, No royalty , overriding r o y a l t y , 

production, or other payments shall be payable upon, or with 

respect t o , Unitized Substances used or consumed i n Unit Opera

tio n s , or which otherwise may be lost or consumed in the produc

t i o n , handling, t r e a t i n g , transportation, or storing of Unitized 

Substances c 

ARTICLE IX 

TRACTS TO BE INCLUDED IN UNIT 

9,1 Qualification_of_Tracts, On and af t e r the eff e c t i v e 

date hereof and u n t i l the enlargement or reduction thereof, the 

Unit Area shall be composed of the Tracts l i s t e d i n Exhibit B, 

as approved by the Land Commission of the State of New Mexico, 

and that otherwise q u a l i f y as follows; 

9.1.1 Each Tract as to which Working Interest Owners 

owning one hundred percent (100%) of the Working Interest 

have become parties to t h i s agreement and as to which 

Royalty Owners owning eighty f i v e percent (85%) or more of 

the Royalty Interest have become parties to t h i s agreement, 

9.1.2 Each Tract as to which Working Interest Owners 

owning one hundred percent (100%) of the Working Interest have 

become parties to t h i s agreement, and as to which Royalty Owners 

owning less than eighty f i v e percent (85%) of the Royalty 

Interest have become parties to t h i s agreement, and as to 



which (a) a l l Working Interest Owners .n such Tract have 

joined i n a request for the inclusion of such Tract i n the 

Unit Area, and as to which (b) eighty f i v e percent (85%) of 

the combined voting interests of Working Interest Owners 

in a l l Tracts that meet the requirements of Section 9-1,1 

have voted in favor of the inclusion of such Tract, For the 

purpose of t h i s Section 9,1,2, the voting interest of a 

Working Interest Owner shall be equal to the r a t i o that 

i t s Unit Percentage Participation a t t r i b u t a b l e to Tracts 

that q u a l i f y under Section 9,1,1 bears to the t o t a l Unit 

Percentage Pa r t i c i p a t i o n of a l l Working Interest Owners 

at t r i b u t a b l e to a l l Tracts that q u a l i f y under Section 9,1,1, 

9,1,3 Each Tract as to which Working Interest Owners 

owning less than one hundred percent (100%) of the Working 

Interest have become parties to t h i s agreement, regardless 

of the percentage of Royalty Interest therein that i s 

committed hereto; and as to which (a) the Working Interest 

Owner who operates the Tract and a l l of the other Working 

Interest Owners i n such Tract who have become parties to t h i s 

agreement have joined i n a request f o r inclusion of such 

Tract i n the Unit Area, and have executed and delivered an 

indemnity agreement agreeing to indemnify and hold harmless 

the other Working Interest Owners i n the Unit Area, t h e i r 

successors and assigns, against a l l claims and demands 

that may be made by the owners of Working Interests i n such 

Tract who are not parties to this agreement, and which arise 

out of the inclusion of the Tract i n the Unit Area; and 

as to which (b) eighty f i v e percent (85%) of the combined 

voting i n t e r e s t of Working Interest Owners in a l l Tracts 

that meet the requirements of Section 9,1„1 and 9,1„2 have 

voted i n favor of the inclusion of such Tract and to accept 

the indemnity agreement. For the purpose of this Section 

9,l t3, the voting interest of each Working Interest Owner 

shall be equal to the r a t i o that i t s Unit Percentage 

Parti c i p a t i o n a t t r i b u t a b l e to Tracts that q u a l i f y under 

Section 9,1,1 and 9,1,2 bears to the t o t a l Unit Percentage 
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P a r t i c i p a t i o n of a l l Working Interest Owners a t t r i b u t a b l e 

to a l l Tracts that q u a l i f y under Section 901„1 and 9 „ 1 s 2 „ 

Upon the such a Ti\ ct i n ; ..; Unit Area, the 

Unit P a r t i c i p a t i o n that would have been a t t r i b u t e d to the 

nonsubscribing owners of the Working Interest i n such Tract, 

had they become parties to t h i s agreement and the Unit 

Operating Agreement, s h a l l be a t t r i b u t e d to the Working 

Interest Owners i n such Tract who have become parties to 

such agreements, i n proportion to t h e i r respective Working 

Interests i n the Tract„ 

9C2 Subsequent Commitment of Interest to Unit 0 After the 

ef f e c t i v e date hereof, the commitment of any in t e r e s t i n any Tract 

within tht Unit Area sh a l l be upon such terms as may be negotiated 

by Working Interest Owners and the owner of such i n t e r e s t , and 

approved by the Land Commission of the State of New Mexico, 

9 0 3 Revision of Exhibits,, I f any of the Tracts i n Exhibit 

B f a i l to q u a l i f y f o r inclusion i n the Unit Area on the ef

fec t i v e date hereof Unit Operator shall recompute, using the 

o r i g i n a l basis of computation, the Tract P a r t i c i p a t i o n of each 

of the q u a l i f y i n g Tracts and shall revise Exhibit "A" and "B" 

accordingly, to be e f f e c t i v e as of the e f f e c t i v e date hereof 

' )on approval '"-""ni/ssioner of Public Lands of the State 

of New Mexico, 

ARTICLE X 

TITLES 

10ol Removal of Tract from Unit Area. I f a Tract ceases to 

have s u f f i c i e n t Working Interest Owners or Royalty Owners commit-

ed to t h i s agreement to meet the conditions of A r t i c l e IX because 

of f a i l u r e of t i t l e of any party hereto, such Tract shall be removed 

from the Unit Area e f f e c t i v e as of the f i r s t day of the calendar 

month i n which the f a i l u r e of t i t l e i s f i n a l l y determined; however, 

the Tract shall not be removed from the Unit Area i f , w i t h i n ninety 

(90) days of the date of f i n a l determination of the f a i l u r e of 
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t i t l e , the Tract r e q u a l i f i e s under a Sectic of A r t i c l e IX, 

10:2 Revision of ExhibitSo I f a Tract is removed from the 

Unit Area because of the f a i l u r e of t i t l e , Unit Operator, subject 

to Section 5 C2, shall recompute the Tract P a r t i c i p a t i o n of each 

of the Tracts remaining i n the Unit Area and shall revise Exhibits 

"A" and "B" accordingly. The revised exhibits shall be eff e c t i v e 

as of the f i r s t day of the calendar month in which such f a i l u r e 

of t i t l e is f i n a l l y determined, 

10,3 Working Interest T i t l e s , I f t i t l e to a Working Interest 

f a i l s , the rights and obligations of Working Interest Owners by 

reason of the f a i l u r e of t i t l e shall be governed by the Unit 

Operating Agreement, 

10 ,, 4 Royal ty_Owner ^Titles , I f t i t l e to a Royalty Interest 

f a i l s , but the Tract to which i t relates i s not removed from the 

Unit Area, the party whose t i t l e f a i l e d shall not. be e n t i t l e d to 

share hereunder with respect to such i n t e r e s t , 

10;5 Production Where T i t l e i s in Dispute, I f the t i t l e or 

ri g h t of any party claiming the r i g h t to receive in kind a l l or 

any portion of the Unitized Substances allocated to a Tract i s in 

dispute, Unit Operator at the discretion of Working Interest 

Owners shall either: 

(a) require that the party to whom such Unitized Sub

stances are delivered or to whom the proceeds thereof are 

paid, furnish security for the proper accounting therefor 

to the r i g h t f u l owner i f the t i t l e or r i g h t of such party 

f a i l s i n whole or in part, or 

(b) withhold and market the portion of Unitized Sub

stances with respect to which t i t l e or r i g h t is in dispute, 

and impound the proceeds thereof u n t i l such time as the 

t i t l e or r i g h t thereto i s established by a f i n a l judgment 

of a court of competent j u r i s d i c t i o n or otherwise to the 

sa t i s f a c t i o n of Working Interest Owners, whereupon the pro

ceeds so impounded shall be paid to the party r i g h t f u l l y 

e n t i t l e d thereto. 

ARTICLE XI 

EASEMENTS OR USE OF SURFACE 
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11ol Grant of Easements. The parties hereto, to the extent 

of t h e i r rights and in t e r e s t s , hereby grant to Working Interest 

Owners the r i g h t to use as much of the surface of the land within 

the Unit Area as may reasonably be necessary for Unit Operations; 

provided th a t , nothing herein shall be construed as leasing or 

otherwise conveying to Working Interest Owners a si t e f or a water, 

gas i n j e c t i o n , processing or other plant, or camp s i t e , 

l i e 2 Use of Water. Working Interest Owners shall have free 

use of water from the Unit Area for Unit Operations, except 

water from any we l l , lake, pond, or i r r i g a t i o n ditch of a Royalty 

Owner o 

11o3 Surface Damages. Working Interest Owners shall pay the 

owner for damages to growing crops, timber, fences, improvements,, 

and structures on the Unit Area that result from Unit Operations. 

ARTICLE XII 

ENLARGMENTS OF UNIT AREA 

12,1 Enlargements of Unit Area. The Unit Area may be enlarged 

to include acreage reasonably proved to be productive, upon such 

terms as may be determined by Working Interest Owners and upon 

approval by the Commissioner of Public Lands of the State of New 

Mexico and the Oil Conservation Commission of the State of New 

Mexico, including but not l i m i t e d to, the following: 

12 0lo The acreage shall q u a l i f y under a Section of 

Ar t i c l e IX. 

120102 The p a r t i c i p a t i o n to be allocated to the acreage 

sha l l be reasonable, f a i r , and based on a l l available i n 

formation o 

120103 There shall be no retroactive allocation or ad

justment of Unit Expense or of interests i n the Unitized 

Substances produced, or proceeds thereof; however, t h i s 

l i m i t a t i o n s hall not prevent an adjustment of investment by 

reason of the enlarement. 

12,,2 Determination of Tract P a r t i c i p a t i o n , Unit Operator, 

subject to Section 5.2, shall determine the Tract Participation . 

of each Tract w i t h i n the Unit Area as enlarged, and shall revise 

Exhibits "A" and "B" accordingly. 
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i 2 c 3 Effective Date, The e f f e c t i v e date of any enlargement 

of the Unit Area shall be 7°00 A,M, on the f i r s t day of the cal

endar month following compliance with conditions for enlargement 

as specified by Working Interest Owners and approval of the en

largement by the Land Commission of the State of New Mexico and 

other governmental authority, i f required, and the f i l i n g for 

record of revised Exhibits "A" and "B" 

ARTICLE X I I I 

CHANGE OF TITLE 

1 3 , 1 Covenant Running With the Land, This agreement shall 

extend t o , be binding upon, and inure to the benefit of, the 

respective heirs, devisees, legal representatives, successors, 

and assigns of the parties hereto, and shall constitute a 

covenant running with the lands, leases, and interests covered 

hereby 0 

13c2 Notice of Transfer, Any conveyance of a l l or any part 

of any i n t e r e s t owned by any party hereto with respect to any 

Tract shall be made expressly subject to t h i s agreement. No 

change of t i t l e shall be binding on the Unit Operator, or upon 

any party hereto other than the party so t r a n s f e r r i n g , u n t i l the 

f i r s t day of the calendar month next succeeding the date of 

receipt by Unit Operator of a photocopy or a c e r t i f i e d copy 

of the recorded instrument evidencing such change in ownership, 

13,3 Waiver of Rights to P a r t i t i o n , Each party hereto conven-

ants that, during the existence of this agreement, i t w i l l not 

resort to any action to p a r t i t i o n the Unit Area or the Unit Equip

ment, and to that extent waives the benefits of a l l laws author

izi n g such p a r t i t i o n , 

ARTICLE XIV 

RELATIONSHIP OF PARTIES 

.14,1 No Partnership, The duties, obligations, and l i a b i l i t i e s 

of the parties hereto are intended to be several and not j o i n t or 

c o l l e c t i v e . This agreement i s not intended to create, and shall 

not be construed to create, an association or t r u s t , or to impose 

a partnership duty, o b l i g a t i o n , or l i a b i l i t y with regard to any 

one or more of the parties hereto. Each party hereto shall be 

i n d i v i d u a l l y responsible f o r i t s own obligations as herein provided. 



14,2 No Sharing of_J^ggket, This agreement i s not intended 

to provide s and shall not be construed to provide s d i r e c t l y or 

indirectly,, for any cooperative r e f i n i n g , j o i n t sale, or 

marketing of Unitized Substances 

1 4 = 3 Royalty Owners Free of Costs, This agreement is not 

intended to impose, and shall not be construed to impose, upon 

any Royalty Owner any obligation to pay for Unit Expense unless 

such Royalty Owner i s otherwise so obligated, 

.14 4 Information to Royalty Owners, Each Royalty Owner upon 

writ t e n request therefor shall be e n t i t l e d to a l l information in 

possession of Unit Operator to which such Royalty Owner is e n t i t l e d 

by an existing agreement with any Working Interest Owner, 

ARTICLE XV 

LAWS AND REGULATIONS 

15 1 Laws^and^e^ula^iojis ; This agreement shall be subject 

to the conservation laws of the State of New Mexico, to the 

va l i d rules, regulations, and orders of the Oil Conservation 

Commission of New Mexico; and to a l l other applicable federal, 

state, and municipal laws, rules, regulations, and orders, 

ARTICLE XVI 

FORCE MAJEURE 

16 1 Force Majeure, A l l obligations imposed by this 

agreement on each party, except for the payment of money, 

shall be suspended while compliance is prevented, in whole or 

in p a r t ( by a s t r i k e , f i r e , war, c i v i l disturbance, act of God; 

by federal, state, or municipal laws; by any rul e , regulation, 

or order of a governmental agency; by i n a b i l i t y to secure materials 

or by any other cause or causes beyond reasonable control of the 

party ;. No party shall be required against i t s w i l l to adjust or 

se t t l e any labor dispute. Neither t h i s agreement nor any lease 

or other instrument subject hereto shall be terminated by reason 

of suspension of Unit Operations due to any one or more of the 

causes set f o r t h in t h i s A r t i c l e , 

ARTICLE XVII 

EFFECTIVE DATE 

1 7 1 Effective Date, This agreement shall become binding 



upon each party as of the date such party si 5ns the instrument by 

which i t becomes a party hereto, and unless sooner terminated 

as provided i n Section 17.2, shall become ef f e c t i v e as to 

q u a l i f i e d Tracts at the time and date of approval by the Land 

Commission of the State of New Mexico and as determined by the 

Working Interest Owners in a l l the q u a l i f i e d Tracts, and set f o r t h 

in a c e r t i f i c a t e f i l e d f o r record by Unit Operator i n Leq County, 

New Mexico, The c e r t i f i c a t e shall also r e c i t e the percentage 

of the Unit Area represented by the Tracts q u a l i f i e d under A r t i c l e 

IX, the book and page i n which a counterpart of this agreement 

has been recorded, and the case number and order number of the 

order of approval by the Land Commission of the State of New 

Mexico and other Governmental authority, i f obtained. The c e r t i 

f i c a t e shall not be f i l e d u n t i l after the following requirements 

have been met: 

17.1.1 Tracts comprising eighty f i v e percent (85%) or 

more of the Unit Area as shown on the o r i g i n a l Exhibit B 

have q u a l i f i e d under the provisions of A r t i c l e IX, 

17.1.2 At least one counterpart of this agreement has 

been f i l e d for record by Unit Operator i n Lea County, New 

Mexico, 

17.1.3 This agreement has been approved by the Oil 

Conservation Commission of the State of New Mexico, 

17.1.4 This agreement has been approved by the Com

missioner of Public Lands of the State of new Mexico. 

17,2 Ipso Facto Termination. I f the requirements of Section 

17,1 are not accomplished on or before July 1, 1963, t h i s agree

ment shall ipso facto terminate on that date (hereinafter called 

"termination date") and thereafter be of no further e f f e c t , unless 

p r i o r thereto Working Interest Owners owning a combined Unit 

Percentage Pa r t i c i p a t i o n of at least eighty f i v e percent (85%) 

have become parties to t h i s agreement and have decided to extend 

the termination date f o r a period not to exceed six (6) months. 

I f the termination date is so extended and the requirements of 

Section 17,1 are not accomplished on or before the extended ter

mination date, t h i s agreement shall ipso facto terminate on the 
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extended termination date and thereafter be of no further effects 

For the purpose of t h i s section, Unit Participation shall be as 

shown on the o r i g i n a l Exhibit "C" attached to the Unit Operating 

Agreement , 

ARTICLE XVIII 

TERM 

18 ;1 Termo The term of this agreement shall be for the time 

that Unitized Substances are produced i n paying quantities and as 

long thereafter as Unit Operations are conducted without a cessa

t i o n f o r a period of time no longer than that provided i n the res

pective leases covering the lands committed hereto, unless sooner 

terminated by Working Interest Owners i n the manner herein provided, 

18.2 Termination by Working Interest Owners, This agreement 

may be terminated by Working Interest Owners having a combined 

Unit Percentage P a r t i c i p a t i o n of at least eighty f i v e percent 

(85%) whenever such Working Interest Owners determine that Unit 

Operations are no longer p r o f i t a b l e or feasible, 

18.3 Effect of Termination, Upon termination of t h i s agree

ment, the further development and operation of the Unitized Form

ation as a Unit shall be abandoned, Unit Operations shall cease, 

and thereafter the parties shall be governed by the provisions 

of the leases and other instruments a f f e c t i n g the separate Tracts. 

18.4 Salvaging Equipment Upon Termination, I f not otherwise 

granted by the leases or other instruments a f f e c t i n g each Tract 

unitized under t h i s agreement, Royalty Owners hereby grant Working 

Interest Owners a period of six (6) months after the date of 

termination of t h i s agreement within which to salvage and remove 

Unit equipment, 

ARTICLE XIX 

EXECUTION 

19,1 O r i g i n a l , Counterpart, or Other Instrument, A person 

may become a party to t h i s agreement by signing the o r i g i n a l of 

t h i s instrument, a counterpart thereof, or other instrument agree

ing to be bound by the provisions hereof. The signing of any 

such instrument shall have the same ef f e c t as i f a l l the parties 

had signed the same instrument, 
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19,2 Joinder i n Dual Capacity, Execution as herein provided 

by any party as either a Working Interest Owner or a Royalty Owner 

shall commit a l l interests that may be owned or controlled by 

such party, 

ARTICLE XX 

GENERAL 

20,1 Amendments Affecting Working Interest Owners, Amendments 

hereto r e l a t i n g wholly to Working Interest Owners may be made i f 

signed by a l l Working Interest Owners, 

20,2 Action by Wo r k i n I n t e r e s t ^ w n e j r s , Any action or approval 

required by Working Interest Owners hereunder shall be i n accordance 

with the provisions of the Unit Operating Agreement and the approval 

by the Land Commission of the State of New Mexico as provided herein 

20,3 Lien of Unit Operator, Unit Operator shall have a l i e n 

upon the interests of Working Interest Owners i n the Unit Area 

to the extent provided i n the Unit Operating Agreement, 

IN WITNESS WHEREOF, The parties hereto have executed t h i s 

agreement on the dates opposite t h e i r respective signatures. 

WORKING INTEREST OWNERS 

DATE s 
MorrTT^T^tnTweTT 

DATE g 1 THE ATLANTIC REFINING COMPANY 

ATTESTS 

By By ^ _ _ 

I t s 11 s 

DATE, CARPER DRILLING COMPANY, INC, 

ATTEST: 

By TO

 B y 

I t s I t s 

DATE l 
HTHEV T̂one' 
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DATE ; 

DATE : 

ATTEST: 

I t s „ 

DATE: 

DATE : 

DATE 

DATE :_ 

DATE : 

ATTEST: 

B y _ 

DATE: 

ATTEST: 

By 

I t s 

DATE: 

•» iv o v̂ one 

DELHI-TAYLOR OIL CORPORATION 

By 

I t s 

77"H7 Elder" 

Fen "Hogan' 

Estate o£ Henry Holmes, Sr, 

By. 

JENNINGS DRILLING COMPANY 

I t s = 

KENWOOD OIL COMPANY 

By 

I t s = 

Estate of George P„ Livermore 

By. 

DATE : 
Carroll Rosenbloo m 

DATE 

DATE:_ 

ATTEST: 

I t s 

W, B. Rushing 

SCHERMERHORN OIL CORPORATION 

B y „ 

I t s 

DATE: 
MT"in Thompson 



DATE 

ROYALTY OWNERS 

Ralph TJTx "v^FranTesnfn^T" 

DATE 
G e o r g e T, ^AF Te 

DATE 

ATTEST 

B> 

I t s 

ALBUQUERQUE NAT'L BANK, EXEC,, 
E s t s o f E l l i s A, £, V i r g i n i a H a l l 

I t s 

DATE 
RobertE c BoTIng 

DATE 
I. A Grander 

DATE 
Morris MxzeT 

DATE 
Sam Mi ze"I 

DATE 5 
07 1TC Ran del 

DATE 

ATTEST 

BY 

I t s 

AMERADA PETROLEUM CORP 

BY= 

I t s 

DATE 
C ET Long 

DATE s 
W7 B :Rushing 

DATE : 
Mi Idred P- Moore 

DATE \ 
J !"!• Moore 



STATE OF 

County o£ 

Before me s. the u n d e r s i g n e d » a Notary P u b l i c , i n and f o r sa id 
County and State s on t h i s day o f , 19 , 
p e r s o n a l l y appeared "~~ ~ _ ~ t t^Tlne°°khown to be the i d e n t i c a l 
person who executed _ tHe~wit f iTn~an3 '^oregoing i n s t rumen t , and 
acknowledged t o me tha t he executed the same as h i s f r e e and v o l u n t a r y 
act and deed f o r the uses and purposes t h e r e i n set f o r t h o 

Given under my hand and seal of o f f i c e the day and year l a s t 
above wr i t t en , -

My commission e x p i r e s . 

Not ary Tub iTc " 

ST/»TE OF 

County of 

Before me% the unders igned, a Notary P u b l i c , i n and f o r sa id 
Count)' and State % on t h i s _ day o f _ ,, 19 , 
p e r s o n a l l y appeared_ _.^_ZTZIZZ__Z^ f t o me known to be~th?e~" 
i d e n t i c a l person who"execuTed~the~"IviTHTn and f o r e g o i n g in s t rumen t , 
and acknowledged t o me t h a t he executed the same as h i s f r e e and 
v o l u n t a r y act and deed f o r the uses and purposes t h e r e i n set f o r t h , 

Given under my hand and seal of o f f i c e the day and year l a s t 
above w r i t t e n . 

My commission expires:; 

No t l i r ^ P l I F T r c 

STATE OF 

County of 

Before me, the undersigned,, a Notary P u b l i c , i n and f o r sa id 
County and S t a t e , on t h i s _ day of , 19 , 
pe r sona l ly appeared " ' ' ~ ZZZT? m e l^nowrT^to be the 
e d e n t i c a l person who " e x e c u t e d T h e ^ in s t rumen t , 
and acknowledged t o me tha t he executed the same as h i s f r e e and 
v o l u n t a r y act and deed f o r the uses and purposes t h e r e i n set f o r t h . 

Given under my hand and seal of o f f i c e the day and year l a s t 
above w r i t t e n 

My commission expires? 

Notary FurJTTc 



STATE OF 

County of 

Before me, the undersigned authority, on t h i s day personally 
appeared = = = T O D Q =« r a =^^ » President of , 
known to~~me~ foHje the person ancf o f f i c e r whose name is subscribed to 
the foregoing instrument, and acknowledged to me that the same was the 
free act and deed of the said , a corporation, and 
that he having been duly authorized by the Board of Directors of said 
corporation, executed the same as his free and voluntary act and deed, 
and as the free and voluntary act and deed of such corporation, for 
the purposes and consideration therein expressed, and i n the capacity 
therein stated 0 

the 
Given under my hand and seal of o f f i c e at this 

day of A, D = » 19 

My commission expires: 

STATE OF 

County of 

Before me, the undersigned authority, on th i s day personally 
appeared , President of , 
known to "Ine-foTTe the person and"" of fTcer whose name is subscribed to 
the foregoing instrument, and acknowledged to me that the same was the 
free act and deed of the said , a corporation, 
and that he having been duly authorized by the Board of Directors of 
said corporation, executed the same as his free and voluntary act and 
deed, as the free and voluntary act and deed of such corporation, for 
the purposes and consideration therein expressed, and i n the capacity 
therein stated^ 

Given under my hand and seal of o f f i c e at 
this the day of , A0D., l F " 

My commission expires: 
Hotary Public 

STATE OF 

County of 

Before me, the undersigned, a Notary Public, in and fo r said 
County and State, on t h i s day of , 19 , 
personally appeared "" , to"~me Known to be the 
id e n t i c a l person who"executed the wi t h i n and foregoing instrument, 
and acknowledged to me that he executed the same as his free and 
voluntary act and deed f o r the uses and purposes therein set f o r t h , 

Given under my hand and seal of o f f i c e the day and year last 
above w r i t t e n 0 

My commission expires: 
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14 

Nix St a t i 

•23' i x S t a t e 24 

Randel A 

* ' @ 

Randel AX 
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. S t a t e "A' 

26 
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•Unit Boundry 
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TO 

UNIT AGREEMENT 
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December 2"', 1962 
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y/^,,,; WATERFLOOD DATA 
- Cone Jalmat Yates Pool unit 
••y ^f'c-- 2- y,) O L e a County, New Mexico 

OPERATOR J. R. Cone DATE A p r i l 1963 

FIELD Jalmat COUNTY Lea 

RESERVOIR Yates Sand 

Date of completion of f i r s t well i n reservoir May 13, 1954 

Other operators i n j e c t i n g i n t o t h i s reservoir i n this f i e l d : 

British-American O i l Prod. Co. 

I . RESERVOIR and FLUID CHARACTERISTICS: 
A. Information on entire reservoir 

1. Name of reservoir Yates Sand 
2. Rock composition Sand 
3. Structural nature ot' reservoir Monocline 
4. Reservoir energy source during primary production Sol, gas 
5. Original reservoir pressure 14Q0 p s i . 
6. Average well density 40 acres per well 

Information on proposed project area 

7. dumber of productive acres i n project area 17ou 
8. Average depth to top of pay 37001 

9. Estimated average effective pay thickness TT1 

10. Average porosity ( I of bulk volume) 19.31 
11. Average pe r m i a b i l i t y (md) 19 md Range 0.1 - 1 bu.U"liio"" 
12. I n t e r s t i t u a l water content (,% pore space) 40.31 (.log data) 
13. Gravity of o i l (API) 36° 
14. Viscosity of o i l (centipoise) 1.5" cp. 
15. Solution GOR § bubble point Z50 ct per bbl. 

I I . PRIMARY PRODUCTION HISTORY and PRESENT STATUS: 

1. DAte of f i r s t w ell completion i n project area May 15, 1954 
This well was the J. R. Cone <1 Nix-State 

2. Stage of depletion ot* project area Stripper witn 39% of 
ultimate primary recovered 

5* flua.ber ot wells i n project area 36 
4. Average present o i l product!OH £.3 Bbl per well per day 
5. Cumulative o i l produced to 4/1/63 from project area 

1,555.458 Bbl Z Z L Z Z _ - _ 
0. Estimated o i l sa tura t ion i n reservoir at present time """ 

46.4% of pore space """ 
7. Estimated ul t imate primary recovery iron? nroject area 

1,741.000 Bbl of o i l ' — ~ 
8. Estimated remaining primary reserve lfeb/OOo Bbl o i l 

I I I . FLUID INJECTION PLAN 

1. Source of i n j e c t i o n water Santa Rosa Sand at 1,000' 
2. Nature of water Brackish 
3. Type of I n j e c t i o n System Fully closed 
4. Water treatment Cheaical as required 
5. I n j e c t i o n pattern and spacing j>-spbt, 80 acres per l i k e well 
0. I n j e c t i o n pressure at well head Maximum 1,000 psi "" 
7. Estimated i n i t i a l i n j e c t i o n rate ribi per well 400 Bbl/ Jay 

IV. RESULTS EXPECTED 

1. Estimated o i l saturation in reservoir at abandonment 
27.4% of pore space 

2. Estimated increase i n ultimate o i l recovery resulting frofc 
t h i s project 3.748.000 Bbl o i l ' 

3. Estimated o r i g i n a l o i l i n place l i ,960,000 libl o i l ~" 
4. Estimated t o t a l water requirements LLtUUU,Quo abl water ' 


