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May 4, 1978 PETROLEUM CO. 

i-

X 
New Mexico Oil Conservation Divis 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

Attention: Joe D. Ramey 

Re: North Scharb Unit 
Lea County, New Mexico 
Mesa OP 05-NM-0946-5 

Gentlemen: 

Enclosed please find executed counterpart of the Unit Agreement for 
the Development and Operating of the North Scharb Unit Area, together 
with Certificate of Approval of the Commissioner of Public Lands, State 
of New Mexico. This is in compliance with Order (3) of your Order No. 
R-5685 (Case No. 6183) for your files. 

Please advise i f anything further is needed. 

Very truly yours, 

RD:wp 

Enclosure 

M E S A P E T R O L E U M C O . / V A U G H N B U I L D I N G / S U I T E 1 0 0 0 / A C 3 1 5 / 6 B 3 - 5 3 3 1 / M I D L A N D , T E X A S 7 3 7 0 1 



NEW MEXICO STATE LAND OFFICE 

CERTIFICATE OF APPROVAL 

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO 
NORTH SCHARB UNIT 

LEA COUNTY, NEW MEXICO 

There having been presented to the undersigned Commissioner 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 w i t h i n 
the attached Agreement, dated February 15. 1978 , which said 
Agreement has been executed by parties owning and holding o i l and gas 
leases and royalty interests i n and under the property described, and up­
on examination of said Agreement, the Commissioner 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 equitable 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 i s 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, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico 
Statutes Annotated, 1953 Compilation, I , the undersigned Commissioner 
of Public Lands of the State of New Mexico, do hereby consent to and 
approve the said Agreement, however, such consent and approval being 
l i m i t e d and r e s t r i c t e d to such lands w i t h i n the Unit Area, which are 
e f f e c t i v e l y committed to the Unit Agreement as of t h i s date, and, further, 
that leases insofar as the lands covered thereby committed to t h i s Unit 
Agreement shall be and the same are hereby amended to conform with the terms 
of such Unit Agreement, and said leases shall remain i n f u l l force and ef­
fect i n accordance with the terms and conditions of said Agreement. This 
approval i s subject to a l l of the provisions and requirements of the afore­
said statutes. 

IN WITNESS WHEREOF, th i s C e r t i f i c a t e of Approval i s executed, with seal 

a f f i x e d , t h i s f i t h . d a y o f ' 1 9 78 

COMMISSIONER OF PUBLIC LANDS 
of the State of New Mexico 
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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 

OF THE 
NORTH SCHARB UNIT AREA 
LEA COUNTY, NEW MEXICO 

NO. 

THIS AGREEMENT, entered i n t o as of the day of , 1978, 

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

herein referred to as the "parties hereto," 

WITNESSETH: 

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

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

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

i s authorized by an Act of the Legislature (Section 7-11-39 N.M. Statutes 1953 

Annotated) to consent to and approve the development or operation of State lands 

under agreements made by lessees of State land j o i n t l y or severally w i t h other 

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

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

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

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

Chap. 7, Art . 11, Sec. 41 N.M. Statutes 1953 Annotated) to amend with the approval 

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

o i l and gas lease embracing State lands so that the length of the term of said 

lease may coincide w i t h the term of such agreements f o r the u n i t operation and 

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

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

(hereinafter referred to as the "Commission") i s authorized by an Act of the 

Legislature ( A r t i c l e 3, Chapter 65, Vol. 9, Part 2, 1953 Statutes) to approve 

t h i s agreement and the conservation provisions hereof; and 

WHEREAS, the parties hereto hold sufficient interests in the North Scharb 

Unit Area covering the land hereinafter described to give reasonably effective 

control of operations therein; and 
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WHEREAS, i t i s the purpose of the parties hereto to conserve natural re­

sources, prevent waste and secure other benefits obtainable through development 

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

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

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

herein contained, the parties hereto commit to t h i s agreement t h e i r respective 

inte r e s t s i n the below defined u n i t area, and agree severally among themselves 

as follows: 

1) UNIT AREA: The area specified on the map attached hereto marked 

Exhibit "A" i s hereby designated and recognized as co n s t i t u t i n g the u n i t area, 

containing 1911.24 acres, more or less. 

Exhibit "A" shows, i n addition to the boundary of the u n i t area, 

the boundaries and i d e n t i t y of tra c t s and leases i n said area to the extent 

known to the Unit Operator. Exhibit "B" attached hereto i s a schedule showing 

to the extent known to the Unit Operator the acreage, percentage and kind of 

ownership of o i l and gas interests i n a l l lands i n the u n i t area. However, 

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

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

or interests as are shown on said map or schedule as owned by such party. 

Exhibits "A" and "B" s h a l l be revised by the Unit Operator whenever changes i n 

ownership i n the u n i t area render such revisions necessary or when requested 

by the Commissioner of Public Lands, hereinafter referred to as "Commissioner", 

and two (2) copies thereof s h a l l be f i l e d w i t h the Commissioner, and one (1) 

copy w i t h the Commission. 

2) UNITIZED LAND AND UNITIZED SUBSTANCES: A l l land committed to t h i s 

agreement s h a l l constitute land referred to herein as "unitized land" or "land 

subject to th i s agreement". A l l o i l and gas i n any and a l l formations of the 

u n i t i z e d land are unitized under the terms of t h i s agreement and herein are 

called "unitized substances". 

3) UNIT OPERATOR: Mesa Petroleum Co. i s hereby designated as Unit 

Operator and by signature hereto as Unit Operator agrees and consents to accept 

the duties and obligations of Unit Operator f o r the discovery, development and 
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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 in t e r e s t i n unitized substances, and 

the term "working i n t e r e s t owner" when used herein s h a l l include or refer to 

Unit Operator as the owner of a working i n t e r e s t when such an interest i s owned 

by i t . 

4) RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Operator s h a l l 

have the r i g h t to resign at any time but such resignation s h a l l not become 

e f f e c t i v e u n t i l a successor Unit Operator has been selected and approved i n the 

manner provided f o r i n Section 5 of t h i s agreement. The resignation of the 

Unit Operator s h a l l not release the Unit Operator from any l i a b i l i t y or any de­

f a u l t by i t hereunder occurring p r i o r to the e f f e c t i v e date of i t s resignation. 

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 the same percentage 

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

provided f o r the e l e c t i o n of a new 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. 

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

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

i n t e r e s t or other i n t e r e s t i n unitized substances, but upon the resignation or 

removal of Unit Operator becoming e f f e c t i v e , such Unit Operator s h a l l deliver 

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

the u n i t operations and owned by the working i n t e r e s t owners to the new duly 

q u a l i f i e d successor Unit Operator, or to the owners thereof i f no such new Unit 

Operator i s elected, to be used for the purpose of conducting u n i t operations 

hereunder. Nothing herein s h a l l be construed as authorizing removal of any 

materials, equipment and appurtenances needed f o r the preservation of any wells. 

5) SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator s h a l l resign 

as Unit Operator or s h a l l be removed as hereinabove provided, the owners of the . 

working interests according to t h e i r respective acreage interests i n a l l unitized 

land s h a l l by a majority vote select a successor Unit Operator; provided t h a t , 

i f a majority but less than seventy-five per cent (75%) of the working inte r e s t s 
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q u a l i f i e d to vote i s owned by one party to t h i s agreement, a concurring vote 

of s u f f i c i e n t a d d i t i o n a l p a r t i e s , so as to constitute i n the aggregate not less 

than seventy f i v e per cent (75%) of the t o t a l working i n t e r e s t s , s h a l l be required 

to select a new operator. Such selection s h a l l not become e f f e c t i v e u n t i l 

(a) a Unit Operator so selected s h a l l accept i n w r i t i n g the duties and responsi­

b i l i t i e s of Unit Operator, and (b) the selection s h a l l have been approved by 

the Commissioner. I f no successor Unit Operator i s selected and q u a l i f i e d as 

herein provided, the Commissioner at his election may declare t h i s Unit Agreement 

terminated. 

6) ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT: I f the Unit 

Operator i s not the sole owner of working i n t e r e s t , costs and expenses incurred 

by the Unit Operator i n conducting u n i t operations hereunder s h a l l be paid and 

apportioned among and borne by the owners of working i n t e r e s t s , a l l i n accor­

dance w i t h the agreement or agreements entered i n t o by and between the Unit 

Operator and the owners of working i n t e r e s t s , whether one or more, separately 

or c o l l e c t i v e l y . Any agreement or agreements entered i n t o between the working 

i n t e r e s t owners and the Unit Operator as provided i n t h i s section, whether one 

or more, are herein referred to as the "Unit Operating Agreement". Such Unit 

Operating Agreement s h a l l also provide the manner i n which the working in t e r e s t 

owners s h a l l be e n t i t l e d to receive t h e i r respective proportionate and allocated 

share of the benefits accruing hereto i n conformity w i t h t h e i r underlying opera­

t i n g agreements, leases or other independent contracts, and such other r i g h t s 

and obligations as between Unit Operator and the working i n t e r e s t owners as 

may be agreed upon by Unit Operator and the working i n t e r e s t owners; however, 

no such Unit Operating Agreement s h a l l be deemed either to modify any of the 

terms and conditions of t h i s Unit Agreement or to r e l i e v e the Unit Operator of 

any r i g h t or o b l i g a t i o n established under t h i s Unit Agreement, and i n case pf 

any inconsistency or c o n f l i c t between t h i s Unit Agreement and the Unit Operating 

Agreement, t h i s Unit Agreement s h a l l govern. Two true copies of any Unit Opera­

t i n g Agreement executed pursuant to t h i s section should be f i l e d w i t h the Commissioner 

and one true copy w i t h the Commission, p r i o r to approval of t h i s Unit Agreement. 



7) RIGHTS AND OBLIGATIONS OF UNIT OPERATOR; Except as otherwise 

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

exercising any and a l l r i g h t s of the parties hereto which are necessary or con­

venient f o r prospecting f o r , producing, s t o r i n g , a l l o c a t i n g , and d i s t r i b u t i n g 

the u n i t i z e d substances are hereby delegated to and s h a l l be exercised by the 

Unit Operator as herein provided. Acceptable evidence of t i t l e to said r i g h t s 

s h a l l be deposited with said Unit Operator and, together with t h i s agreement, 

s h a l l constitute and define the r i g h t s , p r i v i l e g e s , and obligations of Unit 

Operator. Nothing herein, however, sh a l l be construed to transfer t i t l e to 

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

t h i s agreement the Unit Operator, i n i t s capacity as Unit Operator, s h a l l exer­

cise the r i g h t s of possession and use vested i n the parties hereto only for the 

purposes herein specified. 

8) DRILLING TO DISCOVERY: After the e f f e c t i v e date hereof, but 

no l a t e r than May 15, 1978, the Unit Operator s h a l l begin to d r i l l an adequate 

t e s t w e l l at a location approved by the Commissioner and the Commission, unless 

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

of, and thereafter continue such d r i l l i n g d i l i g e n t l y u n t i l the Morrow formation 

has been tested or u n t i l at a lesser depth u n i t i z e d substances s h a l l be d i s ­

covered which can be produced i n paying quantities ( t o - w i t : quantities s u f f ­

i c i e n t to repay the costs of d r i l l i n g , completing, and producing operations, 

wi t h a reasonable p r o f i t ) or the Unit Operator s h a l l at any time establish to the 

s a t i s f a c t i o n of the Commissioner and the Commission that further d r i l l i n g of said 

w e l l would be unwarranted or impracticable, provided, however, that Unit Oper­

ator s h a l l not i n any event be required to d r i l l said w e l l to a depth i n excess 

of 14,000 feet. U n t i l the discovery of a deposit of unitized substances capable 

of being produced i n paying quantities, the Unit Operator s h a l l continue d r i l l i n g 

one w e l l at a time, allowing not more than s i x (6) months between the completion 

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

ing u n i t i z e d substances i n paying quantities i s completed to the s a t i s f a c t i o n 

of the Commissioner and the Commission, or u n t i l i t i s reasonably proved that 

the u n i t i z e d land i s incapable of producing u n i t i z e d substances i n paying quan­

t i t i e s i n the formations d r i l l e d hereunder. Nothing i n t h i s section s h a l l be 



deemed to l i m i t the r i g h t of the Unit Operator to resign as provided i n Section 

4 hereof, or as requiring Unit Operator to commence or continue any d r i l l i n g 

during the period pending such resignation becoming e f f e c t i v e i n order to comply 

with the requirements of t h i s section by granting reasonable extensions of time 

when, i n his opinion, such action i s warranted. Upon f a i l u r e to comply with the 

d r i l l i n g provisions of t h i s a r t i c l e , including any extension of time granted by 

by Commissioner, the Commissioner may, a f t e r 15 days notice to the Unit Operator, 

declare t h i s Unit Agreement terminated, and a l l r i g h t s , p r i v i l e g e s and ob l i g a t ­

ions granted and assumed by t h i s Unit Agreement s h a l l cease and terminate as of 

such date. 

9) PLAN OF FURTHER DEVELOPMENT AND OPERATION: Within six (6) months 

af t e r completion of a w e l l capable of producing u n i t i z e d substances i n paying 

qu a n t i t i e s , the Unit Operator s h a l l submit fo r the approval of the Commissioner 

and the Commission an acceptable plan of development and operation f o r the 

un i t i z e d land which, when approved by the Commissioner and Commission, s h a l l 

constitute the f u r t h e r d r i l l i n g and operating obligations of the Unit Operator 

under t h i s agreement f o r the period specified therein. Thereafter, from time 

to time before the expiration of any existing plan, the Unit Operator s h a l l 

submit f o r the approval of the Commissioner and the Commission a plan f o r an 

additiona l specified period f o r the development and operation of the u n i t i z e d 

land. 

Any plan submitted pursuant to t h i s section s h a l l provide f o r the 

exploration of the u n i t i z e d area and f o r the d i l i g e n t d r i l l i n g necessary f o r 

determination of the area or areas thereof capable of producing unitized substances 

i n paying quantities i n each and every productive formation and s h a l l be as com­

plete and adequate as the Commissioner and the Commission may determine to be 

necessary f o r timely development and proper conservation of the o i l and gas 

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

a) specify the number and locations of any wells to be d r i l l e d and 

the proposed order and time f o r such d r i l l i n g ; and 

b) to the extent practicable, specify the operating practices regarded 

as necessary and advisable f o r proper conservation of natural resources. 

Separate plans may be submitted f o r separate productive zones, subject 

to the approval of the Commissioner and the Commission. 

Plans s h a l l be modified or supplemented when necessary to meet changed 
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conditions or to protect the interests of a l l parties to t h i s agreement. Rea­

sonable diligence s h a l l be exercised i n complying w i t h the obligation of the 

approved plan of development. The Commissioner i s authorized to grant a reason­

able extension of the 6-month period herein prescribed f o r submission of an 

i n i t i a l plan of development where such action i s j u s t i f i e d because of unusual 

conditions or circumstances. After completion hereunder of a w e l l capable of 

producing any un i t i z e d substances i n paying q u a n t i t i e s , no further wells, except such 

as may be necessary to a f f o r d protection against operations not under t h i s agree­

ment and such as may be s p e c i f i c a l l y approved by the Commissioner and the Comm­

issio n , s h a l l be d r i l l e d except i n accordance with a plan of development approved 

as herein provided. 

I f the Unit Operator should f a i l to comply w i t h the above covenant 

for reasonable development t h i s agreement may be terminated by the Commissioner 

as to a l l lands of the State of New Mexico embracing undeveloped regular w e l l 

spacing or proration u n i t s , but i n such event, the basis of p a r t i c i p a t i o n by 

the working i n t e r e s t owners s h a l l remain the same as i f t h i s agreement had not 

been terminated as to such lands; provided, however, the Commissioner s h a l l 

give notice to the Unit Operator and the lessees of record i n the manner pre­

scribed by Sec. 7-11-14, N.M. Statutes 1953 Annotated, of i n t e n t i o n to cancel 

on account of any alleged breach of said covenant f o r reasonable development and 

any decision entered thereunder s h a l l be subject to appeal i n the manner pre­

scribed by Sec. 7-11-17, N.M. Statutes 1953 Annotated, and, provided f u r t h e r , 

i n any event the Unit Operator s h a l l be given a reasonable opportunity a f t e r a 

f i n a l determination w i t h i n which to remedy any de f a u l t , f a i l i n g i n which t h i s 

agreement s h a l l be terminated as to a l l lands of the State of New Mexico em­

bracing undeveloped regular w e l l spacing or proration u n i t s . 

10) PARTICIPATION AFTER DISCOVERY: Upon completion of a wel l capable 

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

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

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

leasehold interests covered hereby on an acreage basis bears to the t o t a l number 

of acres committed to t h i s Unit Agreement, and such u n i t i z e d substances s h a l l 

be deemed to have been produced from the respective leasehold interests p a r t i c i p a t i n g 



therein. For the purpose of determing any benefits accruing under t h i s 

agreement and the d i s t r i b u t i o n of the r o y a l t i e s payable to the State of New 

Mexico and other lessors, each separate lease s h a l l have allocated to i t such 

percentage of said production as the number of acres i n each lease respectively 

committed to t h i s agreement bears to the t o t a l number of acres committed hereto. 

Notwithstanding any provisions contained herein to the contrary, 

each working i n t e r e s t owner s h a l l have the r i g h t to take such owner's propor­

tionate share of the u n i t i z e d substances i n kind or to personally s e l l or dispose 

of the same, and nothing herein contained s h a l l be construed as giving or granting 

to the Unit Operator the r i g h t to s e l l or otherwise dispose of the proportionate 

share of any working i n t e r e s t owner without specific authorization from time 

to time so to do. 

11) ALLOCATION OF PRODUCTION; A l l u n i t i z e d substances produced 

from each t r a c t i n the unitized area established under t h i s agreement, except i n 

any part thereof used f o r production or development purposes hereunder, or un­

avoidably l o s t , s h a l l be deemed to be produced equally on an acreage basis from 

the several t r a c t s of the unitized land, and for the purpose of determing any 

benefits that accrue on an acreage basis, each t r a c t s h a l l have allocated to i t 

such percentage of said production as i t s area bears t o the e n t i r e unitized area. 

I t i s hereby agreed that production of unitized substances from the unitized area 

s h a l l be allocated as provided herein, regardless of whether any wells are d r i l l e d 

on any p a r t i c u l a r t r a c t of said u n i t i z e d area. 

12) PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: A l l rentals 

due the State of New Mexico s h a l l be paid by the respective lease owners i n 

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

A l l royalties due the State of New Mexico under the terms of the 

leases committed to this agreement shall be computed and paid on the bais of 

a l l unitized substances allocated to the respective leases committed hereto; 

provided, however, the State sha l l be entitled to take in kind i t s share of the 

unitized substances allocated to the respective leases, and in such case the Unit 

Operator shall make deliveries of such royalty o i l in accordance with the terms 

of the respective leases. 
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I f the Unit Operator introduces gas obtained from sources other 

than the unitized substances i n t o any producing formation f o r the purpose of re­

pressuring, stimulating or increasing the ultimate recovery of unitized substances 

therefrom, a l i k e amount of gas, i f available, with due allowance f o r loss or 

depletion from any cause may be withdrawn from the formation i n t o which the gas 

was introduced r o y a l t y free as to dry gas but not as to the products extracted 

therefrom; provided, that such withdrawal s h a l l be at such time as may be pro­

vided i n a plan of operation consented to by the Commissioner and approved by the 

Commission as conforming to good petroleum engineering practice; and provided 

furt h e r , that such r i g h t of withdrawal s h a l l terminate on the termination of 

t h i s Unit Agreement. 

I f any lease committed hereto i s burdened with an overriding 

royalty, payment out of production or other charge i n addition to the usual 

one-eighth of eight-eighths (1/8 of 8/8ths) r o y a l t y , the owner of each such 

lease s h a l l bear and assume the same out of the unitized substances allocated 

to the lands embraced i n each such lease as provided herein. 

13) CONSERVATIONr Operations hereunder and production of unitized 

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

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

or Federal laws or regulations. 

14) DRAINAGE: The Unit Operator s h a l l take such measures as the 

Commissioner and the Commission deem appropriate and adequate to prevent drainage 

of unitized substances from u n i t i z e d land by wells on land not subject to t h i s 

agreement. 

15) LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY 
APPLY TO LANDS WITHIN THE UNITIZED AREA: The terms, conditions 

and provisions of a l l leases, subleases, operating agreements and other contracts re­

lating to the exploration, d r i l l i n g development or operation for o i l or gas of the 

lands committed to this agreement, shal l as of the effective date hereto, be and the 

same are hereby expressly modified and amended insofar as they apply to lands with­

in the unitized area to the extent necessary to make the same conform to the pro­

visions hereof and so that the respective terms of said leases and agreements w i l l 

be extended insofar as necessary to coincide with the term of this agreement and 

the approval of this agreement by the Commissioner, the Commission, and the respec­

tive lessors and lessees shall be effective to conform the provisions and extend the 
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terms of each such lease as to lands w i t h i n the unitized area to the provisions 

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

Each lease committed to t h i s agreement, insofar as i t applies to lands w i t h i n 

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

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

i n i t i a l test w e l l provided f o r herein s h a l l have been commenced or said well i s 

i n the process of being d r i l l e d by the Unit Operator p r i o r to the expiration 

of the shortest term lease committed to t h i s agreement. Termination of t h i s agree­

ment s h a l l not e f f e c t any lease which pursuant to the terms thereof or any a p p l i ­

cable laws would continue i n f u l l force and ef f e c t thereafter. The commence­

ment, completion, continued operation or production on each of the leasehold 

interests committed to t h i s agreement and operations or production pursuant 

to t h i s agreement s h a l l be deemed to be operations upon and production from 

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

the part of the Unit Operator or any of the owners of the respective leasehold 

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

in t e r e s t s committed to t h i s agreement, except as provided i n Section 9 hereof. 

Any lease embracing lands of the State of New Mexico having only a 

por t i o n of i t s lands committed hereto s h a l l be segregated as to the portion com­

mitted and as to the portion not committed and the terms of such leases s h a l l 

apply separately as to such segregated portions commencing as of the e f f e c t i v e 

date hereof. Notwithstanding any of the provisions of t h i s agreement to the 

contrary, any lease embracing lands of the State of New Mexico having only a 

por t i o n of i t s lands committed hereto 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 

and gas, or either of them, are discovered and are being produced i n paying 

qu a n t i t i e s from some part of the lands embraced i n such lease committed to t h i s 

agreement at the expiration of the secondary term of such lease, or i f , at the 

expirati o n of the secondary term, the lessee or the Unit Operator i s then en­

gaged i n bona f i d e d r i l l i n g or reworking operations on some part of the lands 

embraced therein s h a l l remain i n f u l l force and ef f e c t so long as such operations 

are being d i l i g e n t l y prosecuted, and 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 e f f e c t as to a l l of the lands embraced 

ther e i n , so long thereafter as o i l and gas, or either of them, are being produced 
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i n paying quantities from any portion of said lands, 

161 COVENANTS RUN WITH LAND; The covenants herein s h a l l be construed 

to be covenants running w i t h the land with respect to the i n t e 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 in t e r e s t i n land or leases subject hereto s h a l l 

be and hereby i s conditioned upon the assumption of a l l privileges and obliga­

tions hereunder by the grantee, transferee or other successor i n i n t e r e s t . No 

assignment or transfer of any working i n t e r e s t , r o y a l t y , or other i n t e r e s t sub­

j e c t hereto s h a l l be binding upon Unit Operator u n t i l the f i r s t day of the c a l ­

endar month a f t e r Unit Operator i s furnished w i t h the o r i g i n a l , photostatic, 

or c e r t i f i e d copy of the instrument of transfer. 

17) EFFECTIVE DATE AND TERM; This agreement s h a l l become e f f e c t i v e 

upon approval by the Commissioner and the Commission or t h e i r duly authorized 

representatives and s h a l l terminate two (2) years from said e f f e c t i v e date unless: 

(a) such date of expiration i s extended by the Commissioner, or 

(b) i t i s reasonably determined p r i o r to the expiration of the 

fix e d term or any extension thereof that the u n i t i z e d land i s incapable of pro­

duction of uni t i z e d substances i n paying quantities i n the formations tested 

hereunder and a f t e r notice of i n t e n t i o n to terminate the agreement on such ground 

i s given by the Unit Operator to a l l parties i n inte r e s t at t h e i r l a s t known 

addresses, the agreement i s terminated with the approval of the Commissioner, or 

Cc) a valuable discovery of u n i t i z e d substances has been made or 

accepted on unitized land during said i n i t i a l term or any extension thereof, i n 

which event the agreement s h a l l remain i n e f f e c t f o r such term and so long as 

unitized substances can be produced i n quantities s u f f i c i e n t to pay f o r the cost 

of producing same should production cease, so long thereafter as d i l i g e n t opera­

tions are i n progress f o r the restoration of production or discovery of new produc­

t i o n and so long thereafter as unit i z e d substances so discovered can be produced 

as aforesaid, or 

(d) i t i s terminated as heretofore provided i n t h i s agreement. 

This agreement may be terminated at any time by not less than 75 per centum, on 

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



of the Commissioner; notice of any such approval to be given by the Unit 

Operator to a l l parties hereto. 

18). RATE OF PRODUCTION: A l l production and the disposal thereof 

s h a l l be i n conformity with a l l o c a t i o n s , allotments and quotas made or f i x e d 

by the Commission and i n conformity with a l l applicable laws and lawful regu­

l a t i o n s . 

19) APPEARANCES: Unit Operator s h a l l , a f t e r notice to other parties 

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

affected hereby before the Commissioner of Public Lands of the State of New 

Mexico and the New Mexico O i l Conservation Commission and to appeal from orders 

issued under the regulations of said Commission or Commissioner or to apply 

f o r r e l i e f from any of said regulations or i n any proceedings r e l a t i v e to opera­

tions before the Commissioner or Commission, or any other l e g a l l y constituted 

a u t h o r i t y ; provided, however, that any other interested party s h a l l also have 

the r i g h t at his own expense to be heard i n any such proceeding. 

20J NOTICES: A l l notices, demands or statements required here­

under to be given or rendered to the parties hereto s h a l l be deemed f u l l y given 

i f given i n w r i t i n g and personally delivered to the party or sent by postpaid 

registered or c e r t i f i e d m a i l , addressed to such party or parties at t h e i r r e ­

spective addresses set f o r t h i n connection w i t h the signatures hereto or to the 

r a t i f i c a t i o n or consent hereof or to such other address as any such party may 

have furnished i n w r i t i n g to party sending the notice, demand or statement. 

21) NO WAIVER OF CERTAIN RIGHTS: Nothing i n t h i s agreement con­

tained s h a l l be construed as a waiver by any party hereto of the r i g h t to assert 

any l e g a l or c o n s t i t u t i o n a l r i g h t 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 u n i t i z e d lands are located, or of the United 

States, or regulations issued thereunder i n any way a f f e c t i n g such party, or as 

a waiver by any such party of any r i g h t beyond hi s or i t s authority to waive. 

22) UNAVOIDABLE DELAY: A l l obligations under t h i s agreement 

re q u i r i n g the Unit Operator to commence or continue d r i l l i n g or to operate on or 

produce u n i t i z e d substances from any of the lands covered by t h i s agreement s h a l l 

be suspended while the Unit Operator, despite the exercise of due care and d i l i ­

gence, i s prevented from complying w i t h such o b l i g a t i o n s , i n whole or i n part, 



by s t r i k e s , acts of God, Federal, State or municipal law or agencies, unavoid­

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

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

co n t r o l of the Unit Operator whether similar to matters herein enumerated or 

not. No u n i t o b l i g a t i o n which i s suspended under t h i s section s h a l l become 

due less than t h i r t y (30) days a f t e r i t has been determined that the suspension 

i s no longer applicable. Determination of creditable "Unavoidable Delay" time 

s h a l l be made by the Unit Operator subject to approval of the Commissioner. 

23) NONDISCRIMINATION: I n connection with the performance of 

work under t h i s agreement, the Operator agrees to comply with a l l of the pro­

visions of Section 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 

12319), which are hereby incorporated by reference i n t h i s agreement. 

24) LOSS OF TITLE: I n the event t i t l e to any t r a c t of un i t i z e d 

land s h a l l f a i l and the true owner cannot be induced to j o i n i n t h i s Unit 

Agreement, such t r a c t s h a l l be automatically regarded as not committed hereto 

and there s h a l l be such readjustment of fu t u r e costs and benefits as may be 

required on account of the loss of such t i t l e . I n the event of a dispute as 

to t i t l e to any r o y a l t y , working i n t e r e s t or other interests subject thereto, 

payment or delivery on account thereof may be withheld without l i a b i l i t y 

f o r i n t e r e s t u n t i l the dispute i s f i n a l l y s e t t l e d ; provided, that no payments 

of funds due the State of New Mexico should be withheld, but such funds of the 

State of New Mexico s h a l l be deposited as directed by the Commissioner to be 

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

applied as earned or returned i n accordance w i t h such f i n a l settlement. 

Unit Operator as such i s relieved from any r e s p o n s i b i l i t y f o r any 

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

25) NON-JOINDER AND SUBSEQUENT JOINDER: I f the owner of any sub­

s t a n t i a l i n t e r e s t i n a t r a c t w i t h i n the u n i t area f a i l s or refuses to subscribe 

or consent to t h i s agreement, the owner of the working int e r e s t i n that t r a c t 

may withdraw said t r a c t from t h i s agreement by w r i t t e n notice delivered to the 

Commissioner and the Unit Operator p r i o r to the approval of t h i s agreement by 

the Commissioner. Any o i l or gas interests i n lands w i t h i n the u n i t area not 

committed hereto p r i o r to submission of t h i s agreement f o r f i n a l approval may 
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thereafter be committed hereto by the owner or owners thereof subscribing or 

consenting to t h i s agreement, and, i f the i n t e r e s t i s a working i n t e r e s t , 

by the owner of such i n t e r e s t also subscribing to the Unit Operating Agreement. 

A f t e r operations are commenced hereunder, the r i g h t of subsequent joinder, as 

provided i n t h i s section, by a working i n t e r e s t owner i s subject to such require­

ments or approvals, i f any, pertaining to such j o i n d e r , as may be provided for 

i n the Unit Operating Agreement. After f i n a l approval hereof, joinder by a non-

working i n t e r e s t owner must be consented to i n w r i t i n g by the working interest 

owner committed hereto and responsible f o r the payment of any benefits that may 

accrue hereunder i n behalf of such non-working i n t e r e s t . A non-working interest 

may not be committed to t h i s Unit Agreement unless the corresponding working 

i n t e r e s t i s committed hereto. Joinder to the Unit Agreement by a working interest 

owner, at any time, must be accompanied by appropriate joinder to the Unit 

Operating Agreement, i f more than one committed working i n t e r e s t owner i s i n ­

volved, i n order f o r the i n t e r e s t to be regarded as committed to t h i s Unit 

Agreement. Except as may otherwise herein be provided, subsequent joinders to 

t h i s agreement s h a l l be e f f e c t i v e as of the f i r s t day of the month following 

the f i l i n g w ith the Commissioner of duly executed counterparts of a l l or any 

papers necessary to establish e f f e c t i v e commitment of any t r a c t to t h i s agree­

ment, provided, however, that a l l subsequent joinders must be approved by the 

Commissioner. 

26) COUNTERPARTS; This agreement may be executed i n any number of 

counterparts no one of which needs to be executed by a l l parties or may be r a t i ­

f i e d or consented to by separate instrument i n w r i t i n g s p e c i f i c a l l y r e f e r r i n g 

hereto and s h a l l be binding upon a l l those p a r t i e s who have executed such a counter­

p a r t , r a t i f i c a t i o n , or consent hereto with the same force and ef f e c t as i f a l l 

such pa r t i e s had signed the same document and regardless of whether or not i t i s 

executed by a l l other parties owning or claiming an i n t e r e s t i n the lands w i t h i n 

the above described u n i t area. 

27) NO PARTNERSHIP: I t i s expressly agreed that the r e l a t i o n of the 

p a r t i e s hereto i s that of independent contractors and nothing i n t h i s agreement 

contained, expressed or implied, nor any operations conducted hereunder, s h a l l 

create or be deemed to have created a partnership or association between the 



parties hereto or any of them, except as provided i n A r t i c l e XV.D., "Tax 

Partnership Agreement" i n 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. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

Date; February 15, 1978 

Address: 1000 Vaughn Building 

Midland, Texas 79701 

MESA PETROLEUM CO. 

By: 
Ro 
Attorney-in-Fact 

'fry*- ^t^Asv^ \j^ZZ^> 
Nortfiingt'on/ A 

WORKING INTEREST OWNERS 

ATTEST: 

Secretary 

ATTEST: 

Secretary 

ATTEST: 

Secretary 

AMOCO PRODUCTION COMPANY 

By: 

At t orney-in-Fac t 

PENNZOIL COMPANY 

By: 

Agent and Attorney-in-Fact 

TRANSWESTERN GAS SUPPLY COMPANY 

By: • 
Vice-President 

PACIFIC LIGHTING GAS DEVELOPMENT COMPANY 

By: ''-

Vice-President 

WAINOCO OIL & GAS COMPANY 

By: : ' — - " 
President 

ATLANTIC RICHFIELD COMPANY 

By:__ 

Attorney-in-Fact 

ATTEST: 

Secretary 

Perry R. Bass 

BASS ENTERPRISES PRODUCTION CO. 

By: ••-"'-*'"'• : 

Vice-President 

- 15 -



parties hereto or any of them, except as provided i n A r t i c l e XV.D., "Tax 

Partnership Agreement" i n the Unit Operating Agreement. 

IN WITNESS WHEREOF, the parties hereto have caused t h i s agreement 

to be executed and have set opposite t h e i r respective names the date of 

execution. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

Date: February 15, 1978 

Address: 1000 Vaughn Building 

Midland, Texas 79701 

MESA PETROLEUM CO. 

Robert H. Northington 
Attorney-in-Fact 

WORKING INTEREST OWNERS 

Date: f~/?"7<f 

ATTEST: 

Secretary 

ATTEST: 

Secretary 

ATTEST: 

Secretary 

AMOCO PRODUCTION COMPANY 

Attorney-in-Fact 

PENNZOIL COMPANY 

By: 

Agent and Attorney-in-Fact 

TRANSWESTERN GAS SUPPLY COMPANY 

By: 
Vice-President 

PACIFIC LIGHTING GAS DEVELOPMENT COMPANY 

By: 

Vice-President 

WAINOCO OIL & GAS COMPANY 

By: 
President 

ATLANTIC RICHFIELD COMPANY 

By: 

Attorney-in-Fact 

ATTEST: 

Secretary 

Perry R. Bass 

BASS ENTERPRISES PRODUCTION CO. 

By: 
Vice-President 
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p a r t i e s hereto or any of them, except as provided i n A r t i c l e XV.D., "Tax 

Partnership Agreement" i n 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. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

Date: February 15, 1978 

Address: 1000 Vaughn Building 

Midland, Texas 79701 

MESA PETROLEUM CO. 

By:_ 
Robert H. Northington 
Attorney-in-Fact 

WORKING INTEREST OWNERS 

Date: ̂ ^ 7 ^ , 

ATTEST: 

Secretary 

ATTEST: -

Secretary 

ATTEST: 

Secretary 

AMOCO PRODUCTION COMPANY 

By: 

Attorney-in-Fact 

PENNZOIL COMP 

By 

Agent and ^fttorney-in-Fact 

TRANSWESTERN GAS SUPPLY COMPANY 

By: 
V i c e - P r e s i d e n t 

PACIFIC LIGHTING GAS DEVELOPMENT COMPANY 

By: - •' 

Vice-President 

WAINOCO OIL & GAS COMPANY 

By: 
President 

ATLANTIC RICHFIELD COMPANY 

By:__ 

Attorney-in-Fact 

ATTEST: 

Secretary 

Perry R. Bass 

BASS ENTERPRISES PRODUCTION CO. 

By: " 
V i c e - P r e s i d e n t 
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p a r t i e s hereto or any of them, except as provided i n A r t i c l e XV.D., "Tax 

Partnership Agreement" i n the Unit Operating Agreement. 

IN WITNESS WHEREOF, the part i e s hereto have caused t h i s agreement 

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

execution. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

Date: February 15, 1978 

Address: 1000 Vaughn Building 

Midland, Texas 79701 

MESA PETROLEUM CO. 

By: 
Robert H. Northington 
Attorney-in-Fact 

WORKING INTEREST OWNERS 

Date: 
ATTEST 

Secretary 

ATTEST: 

Secretary 

AMOCO PRODUCTION COMPANY 

By: 

Attorney-in-Fact 

PENNZOIL COMPANY 

By: 

Agent and Attorney-in-Fact 

TRANSWESTERN GAS SUPPLY COMPANY 

: d li By 
K.N. Ho I den 
Executive Vice President 

PACIFIC LIGHTING GAS DEVELOPMENT COMPANY 

By: 

Vice-President 

WAINOCO OIL & GAS COMPANY 

By: 
President 

ATLANTIC RICHFIELD COMPANY 

By: 

A t t o r n e y - i n - F a c t 

ATTEST: 

P e r r y R. Bass 

BASS ENTERPRISES PRODUCTION CO.. 

By: " -
V i c e - P r e s i d e n t 



parties hereto or any of them, except as provided i n Article XV.D., "Tax 

Partnership Agreement" i n 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. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

Date: February 15, 1978 

Address: 1000 Vaughn Building 

Midland, Texas 79701 

MESA PETROLEUM CO. 

By: 
Robert H. Northington 
Attorney-in-Fact 

WORKING INTEREST OWNERS 

ATTEST: 

Secretary 

Date: ^ - / ^ 7 / 
ATTEST: 

ecretary 

ATTEST: 

Secretary 

AMOCO PRODUCTION COMPANY 

By: 

Attorney-in-Fact 

PENNZOIL COMPANY 

By: 

Agent and Attorney-in-Fact 

TRANSWESTERN GAS SUPPLY COMPANY 

By: 
Vice-President 

S DEVELOPMENT COMPANY 

Vice-Pre>ident 

WAINOCO OIL.& GAS COMPANY 

By: 
President 

ATLANTIC RICHFIELD COMPANY 

By:__ 

Attorney-in-Fact 

ATTEST: 

Secretary 

Perry R. Bass 

BASS ENTERPRISES PRODUCTION CO. 

By: 
Vice-President 
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parties hereto or any of them, except as provided i n Article XV.D., "Tax 

Partnership Agreement" i n 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. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

Date: February 15, 1978 

Address: 1000 Vaughn Building 

Midland, Texas 79701 

MESA PETROLEUM CO. 

By: 
Robert H. Northington 
Attorney-in-Fact 

WORKING INTEREST OWNERS 

ATTEST: 

Secretary 

ATTEST: " 

Date: ̂ - ^ 7 7 
Secretary 

ATTEST 

AMOCO PRODUCTION COMPANY 

By: 

Attorney-in-Fact 

PENNZOIL COMPANY 

By: 

Agent and Attorney-in-Fact 

TRANSWESTERN GAS SUPPLY COMPANY 

By: 
Vice-President 

PACIFIC LIGHTING GAS DEVELOPMENT COMPANY 

By: 
Vice-President 

ANY WAINOCO OIE.& GAS 

W; A . F a u t b i o n V i c e P r e s i d e n t 

ATLANTIC RICHFIELD COMPANY 

B y : _ 

A t t o r n e y - i n - F a c t 

ATTEST: 

Sec r e t a ry 

P e r r y R. Bass 

BASS ENTERPRISES PRODUCTION CO. . j " 

By: ' ' : 

V i c e - P r e s i d e n t 

- 15 -



parties hereto or any of them, except as provided in Article XV.D., "Tax 

Partnership Agreement" in 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. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

Date; February 15, 1978 

Address: 1000 Vaughn Building 

Midland, Texas 79701 

MESA PETROLEUM CO. 

By: 
Robert H. Northington 
Attorney-in-Fact 

WORKING INTEREST OWNERS 

ATTEST: 

Secretary 

ATTEST: 

Secretary 

ATTEST: 

Secretary 

Date: ^ W f - 7 / 

Date: Lj. ̂ / ^ 7 / 

AMOCO PRODUCTION COMPANY 

By: 

At t orney-in-Fact 

PENNZOIL COMPANY 

By: 

Agent and Attorney-in-Fact 

TRANSWESTERN GAS SUPPLY COMPANY 

By: 
Vice-President 

PACIFIC LIGHTING GAS DEVELOPMENT COMPANY 

By: 
Vice-President 

WAINOCO OIL & GAS COMPANY 

By: 
President 

ATLANTIC RICHFIELD COMPANY 

B y : _ 

ey-inr-Fact 

Perry R^Bass * 

BASS ENTERPRISES PRODUCTION CO.* 

Vice-President 

^Subject to that certain Letter Agreement dated 
April 17, 1978 by and between the parties 
l i s t e d herein. 



THE STATE OF TEXAS I 

COUNTY OF MIDLAND' I 

. The foregoing Instrument was acknowledged before me this /J?J? /2fa^day of 
^fflfiy^JU) , 1978 by ROBERT H. _NORTHINGTON, Attorney-in-Fact for MESA 

PETROLEUM CO., a corporation,-'^bpi&lii of said corporation. 

a Expires: / \ *• . y f ^ z J ^ f i e ^ ^ ^ J J L ^ My Commission Expires 

THE STATE OF TEXAS I 

COUNTY OF HARRIS \ 

.7 * / A \* - Notary Public 

% \ ^ 

The foregoing instrument was acknowledged before me t h i s day of 
, 1978 by - , Attorney-in-Fact f o r AMOCO 

PRODUCTION COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE STATE OF I 

COUNTY OF I 

The foregoing instrument was acknowledged before me t h i s day of 
, 1978, by ̂ _ , Agent and Attorney-in-Fact f o r 

PENNZOIL COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE STATE OF I 

COUNTY OF I 

The foregoing instrument was acknowledged before me t h i s day of. 
; _, 1978, by ' • , Vice-President of 

TRANSWESTERN GAS SUPPLY COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE STATE OF CALIFORNIA I 

COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s day of 
, 1978, by • Vice-President of PACIFIC 

LIGHTING GAS DEVELOPMENT COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: ' * '" " 
Notary Public 

- 16 -



THE STATE OF TEXAS I 

COUNTY OF MIDLAND I 

The foregoing instrument was acknowledged before me this A<<~ day of 
/Vl ̂ v>fctt,?'.l978t.»y,.

lReBERT H. NORTHINGTON, Attorney-in-Fact for MESA 
PETROLEUM CO., a*'c^<to&Mi&&/*en behalf of said corporation. 

My Commission Ex£L*e/: t \ r \ * \ ?f''i*-'l<< Vyf^*^*J?JL^ 
J | "~r* * - Notary Public 

THE STATE OF TEXAS ^'0^^^** 

COUNTY OF HARRIS I 

]Jhe foregoing instrument was acknowledged before me this f y ~ day of 
, 1978 by CL gM. cMinninqez f Attorney-in-Fact for AMOCO 

PRODUCTION COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
, Notary Public 

j ! ' [ .> ' • : HA.LCA.S 
... . - : „ , , „ < r . r • - • C • • • • ' ' " ' v . T o X H ' 

Notary PuoiiC ^ •• 

THE STATE OF I 

COUNTY OF I 

The foregoing instrument was acknowledged before me this day of 
, 1978, by , Agent and Attorney-in-Fact for PENNZOIL COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: „ 
Notary Public 

THE STATE OF I 

COUNTY OF I 

The foregoing instrument was acknowledged before me this day of 
, 1978, by , Vice-President of 

TRANSWESTERN GAS SUPPLY COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE STATE OF CALIFORNIA I 

COUNTY OF X 

The foregoing instrument was acknowledged before me this day of 
, 1978, by _, Vice-President of PACIFIC 

LIGHTING GAS DEVELOPMENT COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

- 16 -



THE STATE OF TEXAS I 

COUNTY OF MIDLAND' 

The foregoing instrument was acknowledged before me t h i s day of 
, 1978 by ROBERT H. NORTHINGTON, Attorney-in-Fact f o r MESA 

PETROLEUM CO., a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE STATE OF TEXAS I 

COUNTY OF HARRIS • J 

The foregoing instrument was acknowledged before me t h i s day of 
, 1978 by , Attorney-in-Fact f o r AMOCO 

PRODUCTION COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE STATE OF^^z^y I 

COUNTY OF jh^&n/ \ 

The foregoing instrument was/acknowledged before me t h i s c £ ^ f day of 
'7j?AjC,A/ » 1978, by v ^ ^ O ^ ^ ^ ^ ^ ^ - ^ » Agent and Attorney- in-Fact f o r 

PENNZOIL COMPANY, a corpora t ion , on beh^Lf of said co rpora t ion . 

My Commission Expires : , / / / / ^ ^ ^ 4 ^ ^ ^ c ! ^ C ^ C / : ^ / r ^ 
Notary î iDO/CLc 

MARJORIE L. MATTHEWS 

THE STATE OF I 

COUNTY OF ' I 

The foregoing instrument was acknowledged before me t h i s day of-
_, 1978, by , Vice-President of 

TRANSWESTERN GAS SUPPLY COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: " 
Notary Public 

THE STATE OF CALIFORNIA I 

COUNTY OF I 

The foregoing instrument was acknowledged before me t h i s day of 
_______ 1978, by _, Vice-President of PACIFIC 

LIGHTING GAS DEVELOPMENT COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

- 16 -



THE STATE OF TEXAS I 

COUNTY OF MIDLAND' 

The foregoing instrument was acknowledged before me t h i s day of 
_, 1978 by ROBERT H. NORTHINGTON, Attorney-in-Fact f o r MESA 

PETROLEUM CO., a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE STATE OF TEXAS I 

COUNTY OF HARRIS/ I 

The foregoing instrument was acknowledged before me t h i s day of 
_, 1978 by , Attorney-in-Fact f o r AMOCO 

PRODUCTION COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE STATE OF | 

COUNTY OF I 

The foregoing instrument was acknowledged before me t h i s day of 
, 1978, by , Agent and Attorney-in-Fact f o r 

PENNZOIL COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE STATE OF TEXAS * 

COUNTY OF HARRIS X 

y ' The foregoing instrument was acknowledged before me t h i s _______day of. 
• , 1978, by R. N. Hoi den , Executive Vice President of 

TRANSWESTERN GAS SUPPLY COMPANY, a corporat ion , on behalf of s a i d corporat ion. 

My Commission E x p i r e s : /^/^Z--Uz^ "ky^fyu&L-tyt / ^ H - ^ c ^ 
/ J , , Notary P u b l i c 

' ) ' ' ' / CLARA BUTLER CURTIS 
Notary Public "in Harris County 

for the State of Texa« 
THE STATE OF CALIFORNIA I My Commission Expires September 16, 1979 

COUNTY OF I 

The foregoing instrument was acknowledged before me t h i s day of 
, 1978, by _, V i c e - P r e s i d e n t of PACIFIC 

LIGHTING GAS DEVELOPMENT COMPANY, a corporat ion , on behalf of s a i d corporat ion. 

My Commission E x p i r e s : " _ 
Notary P u b l i c 

- 16 -



THE STATE OF TEXAS I 

COUNTY OF MIDLAND' I 

The foregoing instrument was acknowledged before me t h i s day of 
______ 1978 by ROBERT H. NORTHINGTON, Attorney-in-Fact f o r MESA 

PETROLEUM CO., a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE STATE OF TEXAS I 

COUNTY OF HARRIS I 

The foregoing instrument was acknowledged before me t h i s day of 
, 1978 by , Attorney-in-Fact f o r AMOCO 

PRODUCTION COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE STATE OF I 

COUNTY OF I 

The foregoing instrument was acknowledged before me t h i s day of 
, 1978, by ' , Agent and Attorney-in-Fact for 

PENNZOIL COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: ' , ' 
Notary Public 

THE STATE OF I 

COUNTY OF J 

The foregoing instrument was acknowledged before me t h i s day of 
, 1978, by , Vice-President of 

TRANSWESTERN GAS SUPPLY COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE STATE OF CALIFORNIA I 

The foregoing instrument was acknowledged before me t h i s _ _ _ day of 
r X p ^ ^ i J , 1978, by tU?' . / / . / 0 a ; ^ 7 l ^ > ,-Vice-President of PACIFIC 

LIGHTING GAS DEVELOPMENT COMPANY, a corporation, on behalf of said corporation. 



THE STATE OF ^ U ^ T t ^ I 

COUNTY OF ^^t^*-«-- I 

y^p » The foregoing instrument^was acknowledged before me this /^<"*v day of 
1978, by„ J ^ f _ ^ y L ^ L ^ . President of WAINOCO OIL & GAS 

COMPANY, a corporation, on behalf of said corporation^. 

• •' " 
My Commission Expires; 

Notary Public 
LORRAINE FUHRMAN 

Notary Public in and for Harris County, Te*8S 
";' My. Commission Expires August 11, l i 7 # 

THE STATE OF t 

COUNTY OF I 

The foregoing instrument was acknowledged before me this day 
of , 1978, by PERRY R. BASS. 

My Commission Expires; 
Notary Public 

THE STATE OF I 

COUNTY OF I 

The foregoing instrument was acknowledged before me this day of 
, 1978, by , Vice-President of BASS 

ENTERPRISES PRODUCTION CO., a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 



THE STATE OF I 

COUNTY OF I 

The foregoing instrument was acknowledged before me this day of 
1978, by , President of WAINOCO OIL & GAS 

COMPANY, a corporation, on behalf of said corporation. 

My Commission Expires: 
Notary Public 

THE. STATE O F ^ L ^ / * ^ £ 

COUNTY OF J ^ ^ ^ y ^ _ 

/ - The foregoing instrument was acknowledged before me this /JTU^ day 
of QtifruU. , 1978, by PERRY R. BASS. 

i/ 

My Commission Expires; 
, / Notary Public a 

3-M 

THE STATE OF JLtj-**-^ I 

COUNTY OF jW^-zt^^' I 

y The foregoing instrument was acknowledged before me this /<PĴ L. day of 

/ , 1978, by&L 6 J T 7 A ^ J Z 6 L * „ 4 £ ^ , Vice-President of BASS 
ENTERPRISES PRODUCTION CO., a corporation, on behalf of said corporation. 

My Commission Expires: ,^?L^jie.-
/ / Notary Public 

- 17 -
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Exhibit A 

NORTH SCHARB UNIT 

LEA COUNTY, NEW MEXICO . 

UNIT AREA OUTLINE 

STATE LANDS 

FEE (PATENT) LANDS 

Acres % 

1911.24 100.00 

1471.24 76.98 

440.00 23.02 

Township 18 South. Range 35 East, NMPM 

Section 29 : South 1/2 Section 31: All 
Section 30: south 1/2 Section 32: Al l 



"NORTH SCHARB UNIT" 

EXHIBIT "A" 

Attached to and made a part of Unit Agreement f o r the Development and Operation of the 
North Scharb Unit Area: 

I . 
Operator Non-Op era t or s 

Mesa Petroleum Co, Amoco Production Company 
Pennzoil.Company 
Transwestern Gas Supply Company 
P a c i f i c L i g h t i n g Gas Development Company 
Wainoco O i l & Gas Company 
A t l a n t i c R i c h f i e l d Company 
Perry R. Bass 
Bass Enterprises Production Co. 

I I . 

The Unit Area i s comprised of and includes a l l of the lands and o i l and gas leasehold 
i n t e r e s t s intended t o be developed and operated f o r o i l and gas purposes under t h i s 
agreement, being 1911.24 acres described as Sh Sections 29 & 30 and A l l Sections 31 & 32, 
Township 18 South, Range 35 East, NMPM, Lea County, New Mexico. 

I I I . 

The Unit Area i s comprised.of and consists of a l l formations and horizons under the 
aforesaid land, and i s not l i m i t e d as to any depth or formation, 

IV. 

Description of O i l & Gas Leases Subject to t h i s Unit Agreement: 

Tract 1 -
Dated : 
Lessor : 
Lessee : 
Owner : 
Royalty: 

Tract 2 -

Dated : 
Lessor : 
Lessee : 
Owner : 
Royalty: 

320 a., N% Section 32 
February 20, 1968 
State of New Mexico, L-638 
Amoco Production Company 
Amoco Production Company 
12%% Other Burden: -0-

156.96 a., Lots 3 & 4, EisSWs Section 30 

May 21, 1968 
State of New Mexico, L-919 
Amoco Production Company 
Amoco Production Company 
12.5Z Other Burden: -0-

Tract 3 -
Dated : 
Lessor : 
Lessee : 
Owner : 
Rovaltv: 

160 a., S&t Section 30 
April 15, 1969 
State of New Mexico, L-2790 
Amoco Production Company 
Amoco Production Company 
12.5Z Other Burden: -0-



Tract 4 - 160 a., S\fa Section 29 

Dated : A p r i l 16, 1968 
Lessor : State of New Mexico, L-787 
Lessee : Mesa Petroleum Co. 
Owner : Mesa Petroleum Co. 70% 

Transwestern Gas Supply Company 15% 
Pac i f i c Lighting Gas Development Company 15% 

Royalty: 12.5% Other Burden* -0-

Tract 5 - 120 a., Ŵ SÊ  & SÊ SFA; Section 29 
Dated : May 1, 1971 
Lessor : State of New Mexico, L-5468 
Lessee : Mesa Petroleum Co. 
Owner : Mesa Petroleum Co. 70% 

Transwestern Gas Supply Company 15% 
Pac i f i c Lighting Gas Development Company 15% 

Royalty: 12.5% Other Burden: -0-

Tract 6 -
Dated 
Lessor 
Lessee 
Owner 

Royalty: 

Tract 7 -

Dated 
Lessor 
Lessee 
Owner 

Royalty: 

Tract 8 -
Dated 
Lessor 
Lessee 
Owner 

Royalty: 

Tract 9 -
Dated 
Lessor 
Lessee 
Owner 

Royalty: 

Tract 10 
Dated 
Lessor 
Lessee 
Owner 

Royalty: 

40 a . , NEJJSFA; Section 29 
August 1, 1973 
Peoples Securities Company 
Mesa Petroleum Co. 
Mesa Petroleum Co. 
Transwestern Gas Supply Company 
Pa c i f i c Lighting Gas Development Company 
18.75% Other Burden: -0-

70% 
15% 
15% 

320 a., SEJsNWJ*, S^NEftj, NÊ SWls, KhSEh & SÊ SE?* Section 31 
SWJsSW% Section 32 

August 1, 1973 
Peoples Securities Company 
Mesa Petroleum Co. 
Mesa Petroleum Co. 70% 
Transwestern Gas Supply Company 15% 
Pac i f i c Lighting Gas Development Company 15% 
18.75% Other Burden: -0-

200 a., N^S^ & S&tS&t Section 32 
June 18, 1968 
State of New Mexico, L-968 
Pennzoil United, Inc. 
Pennzoil Company 74.9918% 
Wainoco O i l & Gas Company 25.0082% 
12.5% Other Burden: -0-

157.17 a., l o t s 3 & 4, SÊ SWs, SŴ SÊ  Section 31 
July 16, 1968 
State of New Mexico, L-1040 
E. V. M i t c h e l l 
Pennzoil Company 74.9918% 
Wainoco O i l & Gas Company 25.0082% 
12.5% Other Burden: 12.5% ORI 

197.11 a., N̂ NESs, NE?sNWJs, l o t s 1 & 2 Section 31 
February 10, 1951 
State of New Mexico, E-5014 
Ralph Nix 
Perry R. Bass 1/4 
Bass Enterprises Production Co. 3/4 
12.5% Other Burden: -0-

- 3 -



80 a., SÊ SWSj; & StftSE^ Section 32 
July 19, 1956 
a. Ora Loving Jackson b. James H. Jackson 
Charles B. Read 
Atlantic Richfield Company 
12.5% Other Burden: -0-

V. 

Addresses of Parties for Notice: 

Mesa Petroleum Co. 
1000 Vaughn Building 
Midland, Texas 79701 
Attn: Robert H. Northington 
(915) 683-5391 

Amoco Production Company 
P. 0. Box 3092 
Houston, Texas 77001 
Attn: Tom J. Morrow 
(713) 652-4617 

Pennzoil Company 
P. 0. Drawer 1828 
Midland, Texas 79702 
Attn: Cecil B. E l l i s 
(915) 682-7316 

Transwestern Gas Supply Company 
P. 0. Box 2521 
Houston, Texas 77001 
Attn: W. L. Holmes 
(713) 651-0161 

Pacific Lighting Gas Development Company 
720 West Eighth Street 
Los Angeles, California 90017 
Attn: W. E. Ryan 
(213) 689-2467 

Wainoco Oil & Gas Company 
1100 Milam Building, Suite 600 
Houston, Texas 77002 
Attn: Leonard K. Bray' 
(713) 658-9900 

Atlantic Richfield Company 
P. 0. Box 1610 
Midland, Texas 79702 
Attn: Curtis Krehbiel 
(915) 684-0100 

Perry R. Bass 
P. 0. Box 2760 4 
Midland, Texas 79702 
(915) 684-5723 

Bass Enterprises Production Co. 
P. 0. Box 2760 
Midland, Texas 79702 
Attn: B i l l Parsons 

* (915) 684-5723 

Tract 11 -
Dated : 
Lessor : 
Lessee : 
Owner : 
Royalty: 

- 4 - Revised April 21, 1978 



VI. 

Schedules of P a r t i c i p a t i o n : 

A. W% Section 32 ( I n i t i a l Test Well) 

Party 

Amoco Production Company 
Mesa Petroleum Co. 
Transwestern Gas Supply Company 
Pacif i c Lighting Gas Development Company 
Wainoco O i l & Gas Company 
Pennzoil Company 
A t l a n t i c Richfield Company 

(1) assumes conversion of ORI to WI 

BPO 
Cost Sharing 

% 

38.00 
35.00 
9.21 
9.21 
8.58 
-0-
-0-

100.00 

APO 
Cost Sharing 

% 

36.2617 
30.0844 
7.3904 
7.3904 
6.8866 
5.7365 (1) 
6.2500 (1) 

100.0000 

B. & j Section 32 

Party Cost Sharing 

% 

Amoco Production Company 33.8447 
Mesa Petroleum Co. 28.0784 
Transwestern Gas Supply Company 6.8974 
Pac i f i c Lighting Gas Development Company 6.8974 
Wainoco O i l & Gas Company 6.4276 
Pennzoil Company 5.3545 
A t l a n t i c R i c h f i e l d Company 12.5000 CD 

100.0000 

(1) has option to farmout r e t a i n i n g 6.25% ORI and 
conversion option to 50% WI 



C. Section 31 

Party 

Amoco Production Company 
Bass Enterprises Production Co. 
Mesa Petroleum Co. 
Perry R. Bass 
Transwestern Gas Supply Company 
Pacif i c Lighting Gas Development Company 
Wainoco O i l & Gas Company 
Pennzoil Company 

Cost Sharing 

% 
27.8482 
23.3071 
21.6755 
7.7691 
5.0778 
5.0778 
4.7255 
4.5190 

100.0000 

D. Sh Section 29 and Sh Section 30 

Party Cost Sharing 
% 

Amoco Production Company 40.4044 
Mesa Petroleum Co. 31.4485 
Transwestern Gas Supply Company 7.3672 
Pacif i c Lighting Gas Development Company 7.3672 
Wainoco O i l & Gas Company 6.8562 
Pennzoil Company 6.5565 

100.0000 

- 6 -
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R o b e r t . H N o ' - l . h n c ; t o n 

M E S R 
A p r i l 21 P E T R O L E U M C O . 

Attention: Ray D. Gra»am 
Director, O i l & Gas Division 

Commissioner of PVblic'Lands 
State of New Mexici* 
P. 0. Box 1148 \ 
Santa Fe, New Mexico\87501 

Re: North Scharb Unit 
Lea County, New Mexico 
Mesa OP 05-NM-0946-5 

Gentlemen: 

With reference to our l e t t e r pf February 17, 1978 and yours of February 20, 1978 
concerning the captioned, t h i s i s to furnish the required material for your 
consideration and granting f i n a l approval. 

A l l of the o i l and gas leasehold, except Tract 11, w i t h i n the Unit area outline i s 
committed to the North Scharb Unit. Evidence of commitment i s furnished herewith 
i n the form of o r i g i n a l counterpart execution/acknowledgement pages from the respective 
owners. Tract 11, owned by A t l a n t i c Richfield Company, i s not committed to the Unit. 

Furnished herewith, at your request, are the following: 

1. Two executed copies of the Unit Agreement, both copies bearing o r i g i n a l 
execution by Mesa Petroleum Co., Operator. 

2. One executed copy of the Operating Agreement. 

3. Two sets of o r i g i n a l counterpart signature/acknowledgement pages to 
Unit Agreement and Operating Agreement from Lessees of Record/Working 
Interest owners. 

4. Two sets of R a t i f i c a t i o n s from owners of overriding royalty i n t e r e s t 
under Tract 9. 

5. Copy of approved Order (//R-5685) of the O i l Conservation Commission 
of the State'of New Mexico. 

6. F i l i n g fee i n the amount of $40.00. 

We respectfully ask f o r your immediate consideration and f i n a l approval of the 
North Scharb Unit. The i n i t i a l test w e l l spudded February 17, 1978 and i s d r i l l i n g 
below 6000' at t h i s time. 

Very t r u l y yours, 

Copies: Joe D. Ramey, Director, NMOCC 

Enclosures 

RHN:wp 
Paul W. Eaton, Attorney 
Unit Partners 
Owners of Overriding Royalty 
Interests 

M E S A P E T R O L E U M C O . / V A U G H N BUILDING / SUITE 1QOO / A C 9 1 5 / 6 B 3 - 5 3 9 1 / M I D L A N D . T E X A S "797Q1 
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D1RECT0R 

JOE D. RAMEY 

O I L C O N S E R V A T I O N C O M M I S S I O N 

STATE OF NEW MEXICO 
P. 0. BOX 2088 - SANTA FE 

87S0I 

LAND COMMISSIONER 

PHIL R. LUCERO 
A p r i l 4 , 1978 

flk 
STATE GEOLOGIST 

EMERY C. ARNOLD 

Mr. Paul Eaton 
H i n k l e , Cox, Eaton, C o f f i e l d 

& Hensley 
A t t o r n e y s a t Law 
Post O f f i c e Box 10 
Roswe l l , New Mexico 88201 

Dear S i r : 

Re: CASE NO. 6133 
ORDER NO. R-5685 

Applicant: 

Mesa Petroleum Company 

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

jurs very t r u l y 

/ TOE D. RAMEY 
/Director 

JDR/fd 

Copy of order also sent t o : 

Hobbs OCC x 
Artesia OCC x 
Aztec OCC 

Other 
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