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MCKINLEY COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the day of ,
1971, by and between the parties subscribing, ratifying or consenting hereto,

and herein referred to as "parties hereto".
WITNESSETH: That,

WHEREAS, the parties hereto are the owners of wofking, royalty,
or other oil or gas interests in the Unit Area subject to this Agreement;

PR

and

WHEREAS, the Oil Conservation Commission of the State of New
Mexico is authorized by law (chap. 72, Laws of 1935, ‘as amended by Chap,
' ‘ N ' . i
193, Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949, D“ -

Chap. 65; Art. 3, Sec. 14, N.M.S., 1953 anno) to apprové this Agreement,

" . and the conservation-pro&isions hereof, and

| WHEREAS, the Mineral Leasing'Act of Fébruary 25; 1920, 41 Stat..
437, as amended, 30 U.S.C. Sections 181 et seq., authorizes Fedefal”lésseés
and'theirlreﬁresentétives.to unite with each other, ér jbintly of sepérately
with other§ in coliectivel& adopting and operating a'cooperative'or unit
plan\of.development or Operation of any oil.or gas pool, field or like area,
'or any-part‘thereof for the purpose of more properly conserviné the natural

resources thereof whenever determined and certified by the Secretary of the -

Interior to be necessary or advisable in the public interest; and

WHEREAS, the rules and :eguiations govefning the leasing of allotted
Indian lands for oil and gas promuigated by the Secretary of the Interior’

-{25 CFR Part 172) under and pursuant to the Allotted Land Leasing Act of

5

March 3, 1909, 35 Stat. 783, 25 U.S.C. Sec. 396 and the oil and gas leases
~covering said allotted Indian lands provide for the commitment of such

leases to a cooperative or unit plan.of development or operation; and

-

>
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WHEREAS, the parties hereto hold sufficient interests in the

‘Lone Pine Dakota "D" Unit Area covering the land hereinafter described to

give reasonably'effective‘control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to enable institu-

tion and consummation of secondary recovery operations, conserve natural

resources, prevent waste and secure the other benefits obtainable through
development and operation of the area subject to this Agreement under the

terms, conditions, and limitations herein set forth;

NCW, THEREFORE, in consideration of the premises and the promises

- herein 'contained, the parties hereto commit to this Agreement-their respec-

tive interests in the Unitized Formation of the below-defined Unit Area,
R

~and agree severally among themselves as follows:

, SECTION 1. ENABLING ACT AND REGULATIONS. The Act of March 3,

1909, and the Mineral Leasing Act of February 25, 1920, as amended, supra,

and all valid pertinent regulations, including operating and unit plan

-
i

" regulations, heretofore issued thereunder and valid pertinent and reasonable

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

lf“ : ~5<\, .

this Agreement as to Federal andélndian lands, provided such regulations

. are not inconsistent with the terms of this Agreement; and, as to Non-

Federal and Non-Indian lands, the oil and gas operating regulations in

effect as of the effective date hereof governing drilling and prodiicing -

'operations, not inconsistent with the terms hereof or the laws of the State

in which the Non-Federal and Non~Indian land is located, are hereby accepted

~and made a part of this Agreement.

SECTION 2. UNIT AREA AND DEFINITIONS. The area described in

_.Exhibit “B" and depicted on Exhibit "A" attached hereto is hereby designated

and recognized as constituting the Unit Area, containing 2, 598.30 acres,

more or less, in McKinley County, New Mexico. Said land is described as

follows: _ .



Township 17 North, Range 8 West, N.M.P.M.

Section 7: Lots 3 & 4, E/2 SW/4, S/2 NE/4, SE/4
Section 8: SW/4

Section 17: NW/4, NW/4 SW/4

Section 18: lots 1, 2, 3 & 4, E/2 W/2, E/2 (All)
Section 19: Lot 1, NE/4 NW/4

Townshgp'l7 Nofth, Range 9 West, N.M.P:M.

Section 12: Lots 7 & 8, SW/4 SE/4

Section 13: Lots 1, 2, 3, 4, 5, 6, 7 & 8,
wW/2 £/2, W/2 (All)

.Section 14: NE/4 NE/4

Section 24: Lots 1, 2, 3 & 4, W/2 NE/4,

: E/2 NW/4, NW/4 NW/4

For the purpose of this Agreement, the following texms and expres-

sions as used herein shall mean:

{(a) "Commission! is defined as'the 0il Conservation Commission

"of the State of New Mexico.

(b) “"Commissioner” is defined as the Commissioner of Public Lands -

of the State of New Mexico.

.{e) "Director" is defined as the Director of the Unitéd States

- Geological Survey.

(a) "Indian Commissioner” is defined as the Commissioner of

Indian Affairs, o~ Vi e Sy 'Zm\k¢+U3<A Ac\cgiggfj

(e) "Secretary" is defined as the Secretary of the Interior

" of . the United States of America, or his duly authorized delegate.

(£) "Department" is defined as the Department of the Interior

of the United States of America. . *

]g)‘ “Supervisor"fis.dgfined as_the 0il and Gas Supervisor of

the United States Geological Survey. . . )
‘ N T Y :h‘.(/r\gJ xs Jho Areobive-tis Lov i
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(ﬂ)['"Unitized Formation" is defined as that stratigraphic

interval commonly known as the Dakota "D". Zone and more specifically

A ‘? defined as that intervalioccurring bgtwéen 2780 feet and 2872 feet



.such and given a Tract number in Exhibit "B".

operating agreement or otherwise held.

1

sub-surface in Tenneco 0il Company's Don ne pah Well No. 1 located 820 feet

from the North line and 500 feet from the West line of Section 18, Township

17 North, Range 8 West. ﬁ.M.P.M., as recorded on the Gamma Ray - Formation

Density Log of said well dated 6-3-70.

7(5) "Unitized Substances" is defined as and shall mean all oil,

L

‘gas, gaseous substances, sdlphﬁr‘cbntained in gas, condensate, and all

‘associated énd constituent liquid or liquefiable hydiocarbons produced

‘from the Unitized Formation of the Unitized Land.

'(j) "Tract" is defined as each parcel of land described as

-
.

(k) “Tract Participation” is defined as that percentage of

Unitized Substances allocated to a Tract under this Agreement.

w
(2) "Unit Participation," of each Working Interest Owner, is

_:defingd as the sum of the perceﬁtages obtained by multiplying such

Working Interest Oowner's fractional Working Interest in each tract by the
. ) L Y8 .

Tract Participation of such Tract.

2% PYNLY
(m)  "Working Interest" is defined as the right to search for/

produce and-acquire Unitized Substances whether held as an incident of

ﬁownership'of mineral fee simple - title, under an oil and gés lease,

&

{n) - "Working Interest Owner" is defined as and shall mean any

party hereto owning a Working Interest, including a carried working

interest owner, whether by virtue of a lease, operating agreement, fee

title or otherwise, whose interest is chargeable with and obligated to pay

or bear, either in cash or out of production, or otherwise, all or a

' | portion of the cost of drilling, developing, producing and operating the
‘Unitized Formation. Any interest in Unitized Substances which is a Working

‘Interest as of the date the owner thereof executes or ratifies this Agree-~

~

ment shall thereafter be treated as a Wbrking Interest for all purposes

*



of this.igreemént. The owner of oil and gas rights that are free of lease,
or other instrument.conveying the Working Interest to anothef, shall be
regarded as a Working Interest Owner to the extent of seven-eighths (7/8)

" of his interé§t in Unitized Substances, and as a Royalty Owner with respect
to his remaining one-eiéhth (1/8) interest therein.

¢

(o) "Royalty Interest" ér "Royalty" is defined as any interest

- othexr than a Working Interest in or right to receive a portion of the .
Unitized Substaﬂces or the proceedf thereof and includes the royalty

" .interest reserved by the lessor by an oil and gas lease aﬂd any overriding

.

royalty interest, oil payment interxest, -or any other payment or burden
which does not carry with it the right to search for and produce Unitized
Substances. "Basic Royalty Interest" is defined as the royalty interest

reserved by the lessor by an oil and gas lease.

(p) "Lessee of Record" is defined as the holder of record title

under a United States Oiliand Gas Leasepor—anﬂéi1~énd»6as“Mining*Lease“on
~~~&llotted"Indian-Lands. .

e v ' ) .
($) "Royalty Owner" is defined as and shall mean the owner of

v

"a Royalty Interest.

e o (;)’-"Unit Opeiating Agreeméht" is defined as and shall meén
énf:aéreemenf or'agreements (whether one or more) enfered'into (separately

. 5% collectively) by and between the Unit Operator and the Wo;£}ng intéreét

6Qners as‘provided in Section 9, infra, and shall be styled "Unit Operating

Agreement, Lone Pine Dakota 'D' Unit, McKinley County, New Mexico".

.
(;} "rract Current 0il Production" is defined as the oil allowable,
expreééed in bgfrels of 42 U. S. gallons, assighed to the Unitized Formatio?
‘iﬂ each Tract duringthe.month of May, 1971, as determined and tabulated )
in‘the Téble éf Participating Parameters of the Engineering and Geologic

Report for the Lone Pine Dakota "D" Field dated September 1, 1971.

- T R o

R .
(#) "Unit Area Current 0il Production” is defined as the sunm

of "Tract Current Oil Production® for all Tracts within the Unit Area.

—
\,r . ) . - -
(¢ *pract Oil Plus Equivalent Gas Acre-Feed" is defined as the
. }.;

‘ e Al

: net oil acre-feet plus the net gas acre-féet, converted to an oil equivalengL

-5= ‘ . . .



1 . . :
in each Tract as determined and tabulated in the Table of Participation

Parameters of the Engineering and Geologic Report for the Lone Pine
Dakota "D" Field dated September 1, 1971.

y .
SN R

(?) "Unit Area Oil Plus Equivalent Gas Acre-Feet" is defined as

B

-

the sum of “"Tract 0il Plus Equivalent Gas Acre-Feet" for all Tracts within

T %
, it A 3
thelUnlt Area. -
s B
< _ : v L
(¢) "Phase I" means the period of time beginning as of 7:00 “
| | Phase , Y .
A.M. on the effective date hereof and continuing until the first day of \% ™
: R
S - : : DU
. . T A
theymonth following such--time-as the total cumulative number of barrels T«
. X . ) . 3 . \Y -\Q
of oil produced,_saved and removed from the Unitized Formation underlying N
. .
all Tracts described in the original Exhibit "B" equals 3,180,000 barrels, N g
* o
as determined from the official productlon reports filed with the Comm1ss1on.‘g,?
\)O‘Mm f“£\ 0,} . du.le\, {/MJ r.gf . XX mr
_The total Phase I barrels to be producedawill be the dlfference between ;75
_ : Aol wer o‘f < o
3,180,000 barrels and the cumulatlveﬂ01l productlon from the Unltlzed 3 \g
e e . <
. N
Formatlon underlylng all Tracts described in the orlglnal Exhlblt "B" on g <
Cples Ho Uolama of ot ¥ vo dcad GL\*\'\vui Yo fﬁmd.lhaﬁ\“ o% the calend 3v wov {.
the effective date hereoﬁi The cumulative oil production on the effective
D . ) . . - .

date hereof will be determined from the official‘production reports filed =

with the Commission. o 4 .

. ~ (x) "Phaée II" means the remainder of the term of this agree~
t ment after the.end of Phase I, and will begin at 7:00 A M. on the first day
-FL\P,»\,;LGM : o whick Tl Q,uwu‘ad‘we ooy sk bﬂ'w's

.0of the:month, following the date[the—4ast~e£~thewproductxon=&mehase~$7»;e—-
OQ' QL\ ?YOMCQ«& ’C(C‘M "(\i\& u\m‘\’m,e& F’é’rmh'\'\af\ H.?“«Ci«é'\' l‘? ye a“

£a§¥ed—t0‘abUVE“=shﬁ‘I*have~been~pttﬁhnxﬂ¥
T ack i M aAn,}\»—- Rred,, Fotals 3,180,000 b/uw//s .

SECTION 3. EXHIBITS. Exhibit "A" attached hereto is a map .

showing the Unit Atea and, to the extent known to the Unit‘Operator, the

bounaaries‘and identity of Tracts and leases in said.Unit Arxea. Exhibit

"B" attached hereto is a schedule sthing, to tﬁe extent known to the

Unit 6perater, the acreage comprising each Tract, percentage ownership of

each Working Interest Ownex in each Tract, and the percentage and ownership -

of the‘Recora Title in each fract in the Unit Area, together with the

Royalty Interests in each Tract and -the ownership thereof. Exhibit "C"

attached hereto is a schedule showing the tract number and the Tract
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Participation of each Tract in the Unit Area} Nothing herein or in said

schedules or map shall be construed as a representation by any party
" hereto as to the ownership of any interest other than such interest or

interests as aré shown in said map or schedule as owned by such party.

Exhibits "A", "B" and "C" shall be revised by the Unit Operator
whenever changes render such revisions necessary or when requested by
the Supervisor, and not less than six copies thereof shall be filed withi

the Supervisor. . . .

SECTION 4. EXPANSION. The above-described Unit Area may when
practicable be expandéd to include therein any additional Tract or Tracts

-regarded as reasonably necessary or advisable for the purposes of this

Agreement. Such expansion shall be effected in the following mannerx:

A ARSI T

(ay '« The Worxlng Interest Owner or Owners of ‘a- Tract or Tracts
desiriéglto~commit such Tract or Tracts-hereto shall file an application

therefor'with Unit Operator requesting such—admission.
P L - . .
.
(b) Unit Operator shall circulate a notice to each Working

Interest Owner of the proposed expansion, setting out the basis for
admission, the proposed Tract Participation to be assigned to each such
Tract, and other pertinent data. After negotiation (at Werking Interest

- Qwners' meetlng or otherw1se), if 80 per cent of the Worklng Interest

n. - -

owners (on the basis of Unit Part1c1patlon at that tlme) have agreed to

\A L"f [N
such commitment of such Tract or Tracts, then Unlt Operator shall, after

‘\ PN IR SN .);»

A
e R N

preliminary concurrence by the Directon:

(?\(&7 "Prepare a notice or proposed expansion describing the
o contemplated changes in the boundaries of the Unit Area,
) the reason therefor, the basis for admission of the :
additional Tract or Tracts, the Tract Participation to 3
: be assigned each such additional Tract, the revised ,:
. Tract Participation for all other Tracts and the effective g
date thereof; and B

o7

\"

‘ O
i

'(?) Furnish copies of said notice to the Supervisor, each
Working Interest Owner, lessee, and lessor whose interests
are affected (mailing.copy of such notice to the last
known address of each such Working Interest OwnerT—~3dv151ng
such parties that thirty (30) days will be allowed for
submission to the Unit Operator of any objection to such
proposed expansion; and

-7-
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(}) File, upon the expiration of said thirty (30) days period,
as set out in () immediately above, the following:
{{ECi) Evidence as to mailing said notice of expansion;
-+ (ii) An application for such expansion in sufficient numbers
for appropriate approval and distribution; and (iid) An
instrument containing the appropriate joinders in com-~
pliance ‘with the participation requirements of Section 14 (Tracts
Qualified for Participation) and Section 33 (Non-Joinder
_ and Subsequent Joinder), infra; and (iv) A copy of all

objections received. -.c.. . - . ¥ L
ISR S g : : ’ R ¢ A N vofod Y,

- ke

. ( . . ] .
The expansion shall, after due consideration of all pertinent infor-

D }

mation and upon approval by the Supervisefzand,,if appropriate, the Commission,

become ‘effective as of.the date prescribed in the notice therecof. The
“ ) N T

# -

revised Tract Participation of the respective Tracts Lneluded~w1th1n the’
" '

UnltuArea-prlor to such enlargement shall remain the same ratio one to

" another. .

SECTION 5. UNITIZED LAND AND UNITIZED SUBSTANCES. All land

committed to this Agreemeﬁt as to the Unitized Formation shall constitute
land referred to herein as "Unitized Land" or "land subject to this Agree~

“ment." Unitized Substances are defined in Section 2 (1) of this Agreement.

- . . a

SECTION 6. UNIT OPERATOR. Tenneco Oil Company, a Delaware

corporction, is he:ebf designated as Unit Operator,?and by signing this
instrument ac Unit‘Opcfator it agrees and consents to accept the duties
and cbligations of.Unit Opcrator for the operation, develcpmeht énd
" production of Unitized Substances as herein provided; Whenever, reference
is made hcrein to UnitvOperator, such reference means the Unit Operator
acting in that capacity and not as aﬁ owner of interxrests in Unitized
Substahces; and the term "Working Interest Owner" when used herein shall

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

such an interest is owned by it.

SECTION 7.: RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit

dberator shall have the right to xesign at any time, but such :esignation
shall not become effective so as to release Unit Operator from the duties
and obligations of Unit Operator and terminate Unit Operator's rights as

“such for a period of six (6) months after written notice of intention to
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» resignlhas been given by Unit Operator to all Working Interest Owners,

‘-‘Aand the Supervisor and until all unit wells are placed in a satisfactory

RN

‘condition for suspension/ abandonment , ox-operations, whichever is required

by the Supervisot and the Commission, unless a new Unit Operator shall
have taken over and assumed the duties and obligations of Unit Operator

prior to the expiration of said period.

The Unit Operator may, upon default or failure in the performance

of its duties or obligations hereunder, be subject to removal by 75 per

cent of the committed Working Interest Owners (on the basis of then current

. Unit Participation} exclusive of the Working Interest anér who is the

Unit Operator. Such removal shall be effective upon notice thereof to

the Supervisor.

In all such insgances of effective resignation or removal, until
a successor to Unit Operator is selected and approved as hereinafter

provided, the Working Interest Owners shall be jointly responsible for

:the performance of the duties of the Unit Operator and shall, not later

[ -

than thirfy (30) days before such resignation or removal becomes effective,

1
i

.

[ A TR P -

B v

appoint a Unit—Managet to represent them in any action to be taken hereunder.

The resignation or removal of Unit Operator under this Agreement

shall not terminate its right, title or interest as'the'owner of a Working

Interest or other interest in Unitized Substances, but, upon thé resignation
or removal of Unit Operator becoming effective, such Unit Operator shall
dliver possession of all wells, equipment, books, and records, materials,

appurtenances and any other assets, used in conducting the Unit operations

~ and owned by the Working Interest Owners (including any and all data

and information which it might have. gained or assembled by reason of its
operation of‘the Unitized Land) to thernew duiy qualified sﬁccessor Unit
Operator or to the Unit Manager if no such néw Unit Operator has been
electéd, to be used fo;%;hgegggpoée of conductiné Unit’Operations hereunder.
Nothing herein contained shall be construed to relieve or discharge any
Unit Operator who resigns orxr is.remOQed hereunder for any liability or
duties accruing or performable by it prior to the'effective date of such

resignation or removal.
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SECTION 8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operatof

shall tender its resignation as Unit Operator or shall be removed as here-

inabove provided, the Working Interest Owners shall select a successor

" Unit Operator by a majoiity vote of the Working Interest Owners {(on the

basis-of then current Unit Participation), provided n6.Working Interest
Owner whd haé‘been remerd as Unit Operator may vote for self-succession.
Sucﬁrselection shall not become effective until (a) a Unit Operator so
selected shall accept’ in writing the duties and responsibilities of Unit
Operator; énd (b) the selection shall have been approved by the Supexvisor

and, if appropriate, the Commission. If no Successor Unit Operator is se-

i -

lected and qualified as herein provided, the'§upervi§or at his election,

may declare this Agreement terminated.

SECTION 9. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.

Costs and expenses incurred by Unit Operator in conducting Unit operations'

e TR S N
hereunder shall be paid, apportioned among, and borne by the Working

Interest Owners in accordance with the Unit Operating Agreement;~however,_

L J
no such Unit Operating Agreement shall be deemed either to modify any of
the terms and conditions of this Unit Agreement or to relieve the Unit

Operator of any right or obligation established under this ‘Agreement, and

in case of any inconsistency or conflict between this Agreement and the

Unit Operating Agreement, this Agreement shall prevail. Three true copies

of any Unit Operating Agreement executed pursuant to this section shall

be filed with the Supervisor prior to approval of this Agreement.

SECTION lO;b RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except
as otherwise specifically provided herein, the exclusive right, privilege
and duty of ekercising any and all rights of the parties hereto which are
necessary or convenient for prospectiné for, producing, storing, allocating
and distributing the Unitized Substances are hereby delegated to and shall
be exercised by the Unit Ope;ator.aé herein provided. Upon request,

acceptable evidence of title to said rights shall be deposited with said

Unit Operator and, together with,thi? Agreement, shall constitute and

define the rights, privileges, and obl;gations'of Unit Operator. Nothing

~10-
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. ’ .
herein, however, shall be construed to transfer title to any land or to

any lease or operating agreement, it being understood that undex this

‘Agreement the Unit Operator, in its capacity as Unit Operator, shall

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

only for the purposes herein specified.

SECTION 11. USE OF SURFACE.

(a) The parties hereto, to the extent of their rights and
interests, hereby grant to Working Interest Owners the right to use as

much of the surface‘of the land within the Unit Area as may reasonably

-be necessary for Unit operations. . o

(b} Working Interest Owners shall have free use of brine or

water or both from the Unit Area for Unit operations, except water from

. any well, lake, pond, or irrigation ditch of a Surface Owner; provided,

however, no allotted Indian water rights are granted hereby other than those

. granted in leases or agreements heretofore executed, but said rights may

‘be combined and utilized for Unit operationé hereunder.

-

s - (c) Working Interest Owners shall pay the owner for damages to

/‘4\K les X TR :
‘N growing crops, timber, 'fences, improvements, and structures on the

' Unit Area that result from Unit operations.

-

SECTION 12. PLAN OF OPERATIONS. It is recognized and agreed by

the parties- hereto that all of the land subject to this Agreement is

‘reasonably proved to be productive of Unitized Substances and that the

objecf and purpose of this Agreement is to formulate and to put. into

~ effect a secondary recovery project in order to effect the greatest

‘economic recovery of Unitized Substances, prevent waste and conserve

natural resources, consistent with good engineering practices expected of

'~ a prudent operator. The parties hereto agreé¢ that the Unit Operator

may,.subjeét'to the consent to'a plan of operation by the Working Interest
Owners and approval by the Supervisor, injéct into the Unitized Formation,
thiough én&taell of‘wé;ls completed therein, brine, water, air, gas, oil

and any one or hore ot£er substances whether produced from the Unitized

Land or not, and that the location of input wells and the rates of injection

fll-_



. [ _ .
theréin shall be governed by standards of good engineering practices and

conservation methods.. After commencemént of Secondagy operations, Unit
.0perat6r shall furnish the Supervisor monthly injection and production
reports for each.well in the Unit. The Working Interest Owners and the |
Supervisor shall be furnisbed periodic reports on the ‘progress of éhe/plén
of operationvand anfﬁrevisions or changes there;o; pxovided, however, that.,

any major xevisions of the plan of operation involving a basic deviation

from-the initial plan of operation shall be subject to the approval of the

Working Interest Owners and the Supervisor.

1

/’t P e L e -~ . .
A:plan of operation shall be filed with the Supervisor con-

. currently with the filing of this Unit Agreement for final approval. Said
plan of operation and all revisions thereof shall be as complete and

adequate as the Supervisor may determine to be necessary for timely

"operation consistent herewith. Upon approval of this Agreement and the

Y omocs ez
- S R N
aforementioned planpby the Supervisor, said plan, and all subsequently

approved plans shall constitufe the operating obligations of the Unit
Operétgr under this Agreement for the period specified thereig.' Thereaféér,
from time to time befo;e the expiration of any existing plan, the Unit |
Qpeiator shall submit for like approval a plan for an additional specifiéd

- period of opération. Reasonable diligence shall be exerciged‘in.comp%ying

"with the obligations of the approved plan of operation.

._' '“Ng;wéthstaﬁding anything to the contrary herein Eontéineé}”should
the Unit Operato;hfailtto commence operations for the secondary recovery of .
Unitized Substances from the.Unit Area within one (1) year after the
effective date of this Agreement,'or any extension thereof approved by the
Supervisor, this Agreement shall terminate automatically as of the date
of default. After such opgrations are'commenced,‘Unii Operator shallbcarry
" on such operatidns as would a reasonably prudent operator under the same

.

or-similar circumstances.

SECTION 13. TRACT PARTICIPATION. In Exhibit "C" attached hereto

there are listed and numbered the various Tracts within the Unit Area, and

-12-



\ »
set forth opposite each Tract is the Tract Participation of each Tract in

the Unit Area during Phase I and Phase II, as herxeinabove defined which

have been calculated in accordance with the following formulas:

Phase I
-Tract Participvation
Percentage = (Equals):

Tract Current 0il Production

100 x (Times)

Unit Area Current 0il Production

Phase II
Tract Participation
Percentage = (Equals):

Tract Oil Plus Equivalent Gas Acre-Feet

100 x (Times)

Unit Area Oil Plus Equivalent Gas Acre-Feet

In the event less than all of the Tracts within the Unit Area
aré qualified for unit parﬁicipation as of the effective date he?eof,
. .
Unit Operator shall, as soon as practicable after said effective date,
prepare a revised ﬁxhiﬁit "C" setting forth the éua;ified Tracts and ‘show-

ing the revised'Tract Participation of each qualified Tract, which Tract

farticipétion shall be calculated and determined by using éhe faétorsﬂand'.
_.formulas set forth‘above, but applying the.same only to the qua}iﬁiéé_

‘Tracts. 'Unit Operator shall promptly file copies éf such revised Exhibit

.“C“ with the Supefvisdr and, upon approval of the Supervisor the

revised Exhibit "C" shall be effective as of the effective date of this
‘Agreement, and shall thereaftér g;vern the allocation of 311 Unitized Substan-

ces, subject, however, to any further revision or revisions of Exhibit "C"

~in accordance with the provisions hereof.

SECTION 14. TRACTS QUALIFIED FOR PARTICIPATION. As the

objective of this Unit Agreement is to have the lands in the Unit Area

»

operated and entitled to participation under the terms hereof, it is
agreed that, notwithstanding anything herein to the contrary, no joinder
shall be considered a commitment to this Unit Agreement unless the Tract

~ involved is qualified for participation under this Section 1l4.

- ) -13-
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(1) On and after the effective date hercof the Tracts qualifiéd
to participate hercunder shall be the Tracts that qualify as follows:
(a) Each tract as to which Working Interest Owners owning

100% of the Working Interest have become parties to this Agree-

ment and as\t6 which (i) Royalty Owners under oil and gas leases

por _
on fee land owning seventy-five per cent (75%) or more of the

Basic'Royath Interest; or (ii) Lessees of Record owning
seventy-five per cent (75%) or more of the record title interest,
whichever is applicable, have become parties to this Agreement.
{b) Each Tract as to which Working Interg;t Owners owning
one hundred per cent (100%) of the Working Interest have become
parties to this Agreement and af to wﬁich Royaity Owners under
I SR
o0il and gas leases on“fee land owning less than seventy-five
‘per cent (75%) of the Basic Royalty Interest or Lessees of
, Record:owning less than seventy-five per cent (75%) of‘the‘
record title interest have become parties to this Agreement and
as to which (i) all Working Interest Owners in such Tract have ~
: .
joined in a request for the inclusion of such Tract in Unit
‘participatién on the basis of such commitment, and as to which-
S (i) éeveniy—five per cent (75%) of the combined voting interégts

-

) 9# Working Interest.Owners in all Tracts that méet the.reqpire~-
' ment#lof ;ection i411) (a) have voted in favor of the acceptance
of such Tract as qualified for participation.
For thé purpose of this Section 14(1) (b), the voting
interest of a Working Intereﬁt Owner shéll be equal to the
ratio that its then current Unit Participation éttributable to
. Tracts that qualify under Section 14(1) (a) bears to the total
then current Unit Participafion of‘ali Working Interest Owners
;'-: attrisutable to all Tracts that qualify under Section 14(1) (a).
(c) Each Tract as to which Working Interest Owners owning
less than one hundred per cenf (100%) of the Working Interest

"

have become parties to;this Agreement regardless of the percentage



'
. of Royalty or Record interests commitment hereto, and as to

which (i) ﬁhe Working Interest Owner who operates the Tract and
all of the other Working Interest Owﬁers in such Tract who have
R Lt become pérties to this Agreement have joined in a request for
inclusion of such &ract in Unit Participation and have executed
énd delivered an indemnity agreement indemnifying and agreeing
to hold harmless the other Working Interest Owners in the Unit
Area, their successors and assigns, against all claims and
"demands that may be made by the owners of Working Interests in
such Tract who are not parties to this Agreement, and which
arise out of the acceptancé of the Tract as q;;lified for Unit
Participatign; and §E_to which (ii) seventy-five per cent (75%)

R e

of the combined voting interest of Working Interest Owners in

all Tracts that meet the requifements of Section 14(1) (a) and

i . . .

14(1) (b)vhave voﬁed in favor of the‘qdaiification of such ?ract
énd acceptance of the indemnity agreement.

For the purpése of this Séction 14(1) . (c), the voting =
interest of each Working Interest Ownef shall be eq;al to the
ratio that its then;current Unit Particiéation attributable
to Tracts that qualify under Section 14(1) (a) and 14(1) (b)

N _ ‘bears to the total then current Unit.Participgtion of all |
Working Inferest Owners attributable to all Tracts that
. - qualify under Section 14(1) (a) and 14(1) (b). ﬁpon the qu;lifica~'
| tion of such a Tract under this Unit Agreement, the Unit
‘Participation that would have been.attributed to the non-sub-
,scribinguowners of the Working Intérest in such Tract, had they
becomeé parties to this Agreement and the Uhit Operating Agreement,-

shall be attributed to the Working Interest Owners in such Tract

who have become - parties to such agreements, in proportion to their

qm‘ JLI'J Y'C.C'\s”/"—' J .S/\,glj

respective Working Interest in_ the Tract
I Jal ""i‘MA.-({S ‘\f.'\:.'\.L ‘\‘,

e ‘e S’,J“‘A & w;' ey ‘ Aty g .. - that A 2 e AL v
3 RN N
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SECTION 15, ALLOCATION OF UNITIZED SUBSTANCES. All Unitized

Substances produced and saved (less any part of such Unitized Substances

=15=
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used in conformity with good "operating practices on Unitized Land for
drilling, operating, camp, and other production or development purposes

and for pressure maintenance or which is unavoidably lost) shall be

apportioned among and allocated to each of the gualified Tracts in

accordance with the then effective Schedule of Participation in Exhibit "C".
The amount of Unitized Substances allocated to each Tract (regard;ess of

whether it bé more or less than the amount of the actual production of

Unitized Substances from the well or wells, if any, on such Tract) shall

be deemed for all intents, uses and purposes, to have been produced from

such Tract.

The Unitized Substances allocated to each Tract shall be
‘distributed among, or accounted for to, the parties executing, consenting

to or ratifying this Agreement entitled to share in the production from

"such Tract in the same manner, in the same proportions, and upon the same

»

conditions, as they would have participated and shared in the production
from such Tracts, or in the proceeds thereof, had this Agreement not been

entered into, and with the ‘same legal fofcq and effect.

No Tract committed to this Agreement and qualified for partici-

pation as above provided shall be subseqﬁently excluded from participatién

hereunder on account of depletion of Unitized Substances; and nothing

" herein contained shall be construed as requiring any retroactive adjustment

for production obtained prier to the effective date of the qualification-

‘of any Tract.

If the Working Interest or the RoYaltyFIntefest in any Tract
-are or become divided with respect tq separate parcels of portions of
such Tract and owned severally by different persons, the Unitized Substances
allocated to such.Tract shall, in the absence of a recordable instrument
executed by all owners and furnished to Unit Operator fixing the divisions
of ownership, be divided among the owners of interest in such parcels or

portions in proportion to the number of surface acres in each.

[

The Unitized Substances allocated to each Tract shall be delivered

in kind to the»réspective Working Interest Owners and parties entitled

=16~



1
thereto by virtue of the ownership of oil and gas rights therein. Each

:Working Interest‘Owner and the parties entitled thereto shall have the
continuing rightvto'receive such production in kind at a common pcint
within the Unit Area and to sell or dispose of the same as it sees fit.
Each such party shall have the right to construct, maintain and operate
all necessary facilities for that purpose on Unitized Land, provided the
same are so constructed, maintained and operated as not to interfere with

operations carried on pursuant hereto. Subject to Section 16 (Royalty

Settlement) hereof any. extra expenditure incurred by the Unit Operator

by reason of the dellvery in kind of any portion of the Unitized Substances

shall be borne by the party tece1v1ng‘the same‘ln'ilné o
‘

In the event any party hereto shall fail to take or otherwise
tadequately dispose of»its proportionate share of the Unitized Substances,
Unit Operator, in order fo avoid cﬁrtaiiing Unit 6perations} may sell or
otherwise dispose of such production to itself or cthers on a day-to-day

basis at not less than the.prevailing market price in the area for like

production; and the .account of such party shall be charged therewith as
)\\,\\\\c\‘ R '*~~§“‘~/‘-‘(~2.LJ'(H'} ~«.srx' “ KNeae. ﬁ""/
having received such productlon. tmhe net proceeds, if any, of the Unltxzed
Substances so disposed of by Unit Operator shall be pald to the party entitled
thereto; provided, however, Unit Operator shall not make a sale into .
interstate commerce of any Working Interest Ownex's share oflgas pro-

duction without first giving such Working Interest Owner sixty (60) days}

notice of such intended sale.

If, after the effective date of this Agreement, there is any
Tract or Tracts that are subsequeatly committed hereto, as provided in
Section 4 (Expansion), Section 14 (Tracts Qualified for Participation),
and Section 33 (ﬁon—Joinder and Subsequent Joinder) ﬁereof, or if any
Tract is excluded from the Unit Agreement as provided for in Section 32
(Loss of Title), the schedule ofiparticipatien as shown in the current
Exhibit "C" shall be revised by the Unit Operatcr and tﬁe revised schedule,.
upon approval by the Stgﬂrvisor shall govern the allocation of Unitized
Substances on and after the effective date thereof untll the effective

date of a new sChedule so approved. The Tract Participatlons of all Tracts

..
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participating prior to any such revision shall remain in the same ratio

one to the other.

SECTION 16. ROYALTY SETTLEMENT. The United States of America

. and all Basic Royalty Owners who, under an existing lease or contract, are
entitled to take in kind a share‘of the Unitized Substances.produced from
any Tract unitized hereunder, shall continue to be entitled to such right to
takg in kind their share of the bnitized Substances allocated to such Tract,
and Unit Operator shall make deliveries of such Royalty shére taken in
conformity with the applicable contraéts, laws and regulations. Settle-
ment for Royalty Interest not taken in kind shall be made by Working
Interest Owners responsible therefor under é;isting contracts, laws and
'fegglaiions, on or before the last day of each month fqr Uni£ized Substances ..

-"produced during ﬁhe preceding calendar month; provided, however, that |

nothing herein contained “shall oPe;ateito relieve'thellessees 6f ahy

‘iand from tﬁeir'respective-lgase obligations for the éayment of any

Royalty éue undér their 1eéses,'except that'such Royalty shall be computed:

-~ in accbrdance with the terms of this Unit Agreement. _ .

If gas obtained from lands not.subject to this Agreement is
- introduced into the Unitized Formation for use in repressuring, stimulation.

- or production or increasingvultimate recovexry in conformity with a plan

o - -

approved by the Supervisor, a like amount of gas, less appropriate
. deductions for loss from any cause, may be withdrawn from the Unitized

o Inso LR N Ww b i Cevoafieny o« et N Py
Formation, royalty—fresfas to dry gas but not as to the products extracted
therefrom; provided such withdrawal shall be pursuant to such conditions
and formulas as may be prescribed or approved by the Supervisor, and
provided further that such right of withdrawal shall terminate as of the

effective date of termination of the Unit Agreement.

Royalty due the United States and Basic'Royalty Owners under

Allotted Indian Leases shall be computed as provided in the 6perating
‘regulations and paid in value or delivered in kind as to all Unitized

Substances on the basis of the amount thereof allocated to unitized

. =l8-
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Federal and Indian land as provided herein at the ratesfas may be authorized
by law or regulation; provided that, for leases on which royalty rate

depends on the daily average production per well, said average production

shall be determined in accordance with the operating regulations as though

the Unitized Land were a single consolidated lease.

Each Royalty Owner (other than the United States of America or

- Basic Royalty Owners under Allotted Indian Leases) that executes this

Agreement represents that it is the owner of a Royalty Interest in Tract
or Tracts within the Unit Area as its interest appears in Exhibit "B" attached

hereto. Subject to Section 32 hereof, if any Royalty Interest in a

.. Tract or Tracts should be lost by title failure or otherwise, in whole or

in part, during the term of this Agreement, then the Royalty Interest of

. the party representing himself to be the. owner thereof shall be reduced pro¥

portionately and the interest of all parties in the affected Tract or

Tracts shall be adjusted accordingly.

~

SECTION 17. RENTAL SETTLEMENT. Rentals or minimum royalties
. ) -

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

- responsible‘therefor under existing contracts, laws and regulations,'

' provided that nothing herein contained shall operate to relieve the lessees

6f any land from their respective lease obligations for the payment of

" "any rental or minimum royalty in lieu thereof due under their leases.

Rental or minimum royalty for lands of the United States of America and
Allotted Indian Lands_subject to this Agreement shall be paid at the rate
specified in the respective leases from the United States of America and the

Indians \unless rental or minimum royalty is waived, suspended, or reduced

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

.

SECTION 18. CONSERVATION. Operations hereunder and p;oduction

of Unitized Substances shall be conductéd to provide for the most

‘economical and efficient recovery of said substances without waste, as

- defined by or pursuant to Federal and State laws and regulations.

=19~
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' SECTION 19. DRAINAGE. The Unit Operator shall take appropriate

and adequate measures to prevent drainage of Unitized Substances from

‘Unitized Land by wells on land not subject to this Agreement.

SECTION 20. LEASES AND CONTRACTS CONFORMED AND EX’I‘ENbED. The

- terms, conditions and provisions of all leases, subleases and other con-

tracts relating to exploration, drilling, development or operation for
0il or gas on lands committed to this Agreement are hereby expressly
modified and amended to the extent necessary to make the same conform to

the provisions hereof, but otherwise to remain in full force and effect;

.and the parties hereto hereby consent that the Secretary shall, and by

his approval hereof, or by the approval hereof'by his duiy authorized

reprgsentatives, hereby establish, alter, change or revoke the drilling,

.~

producing, rental, minimum royalty and royalty requirements of Federal

anq Indian leases committed hereto and the regulations in respect thereto
to conform said requirements to the provisions‘of this Agreement.
.- Without limiting the generality of the foregoing, all leases,

subleases and contracts are particularly modified in accordance with

the followings ‘ . - o o .

- (1) The development and operation of lands subject to this
Agreement_undexr .the terms herxeof shall bé deemed full per-
formance of all obligations for development and operation

. "with respect to each and every part or separately dwned
< o tract subject to this Agreement, regardless of whethexr
‘ ’ " . there is any development of any particular part or Tract
"~ of the Unit Area, notwithstanding anything to the contrary
v in any lease, operating agreement or other contract by and
! ) ‘between the parties hereto, or their respective predecessors
in interest, or any of them.

(2) Drilling, producing or secondary recovery operations pexr-
formed hereunder upon any Tract of Unitized Land shall be
accepted and deemed to be performed upon and for the bene- '
fit of each and every Tract of Unitized Land, and no
lease shall be deemed to expire by reason of failure to drill
or produce wells situated on land therein embraced.

v {3) Suspension of drilling or producing operations on all Unitized
' Land pursuant to direction or consent of the Supervisor or

his duly authorized representatives shall be deemed to consti-,

tute such suspension pursuant to such direction or consent as

»tR each and every Tract of Unitized Land. /' S R TN

o v (AN R S Y Mr:mi's;.‘ To e ied Vacd, g4l ce & '
Coondy e s LA e . _ :

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

- . drilling, development or operation for oil and gas which by its
terms might expire prior to the terxmination of this Agreement

[ER N
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"first having obtainedAépproval of Working Interest Owners and the

is hereby extended beyond any such term so provided therein,
so that it shall be continued in full force and effect for and
during the term of this Agreement.

{(5) The scgregation of any Federal lease committed to this Agree--
ment is governed by the following provision in the fourth
paragraph of Section 17(j) of the Mineral Leasing Act, as
amended by the Act of September 2, 1960 (74 Stat. 781-784);

"Any (federal) lease heretofore or hereafter committed to
any such {(unit) plan embracing lands that are in part within
and in part outside of the area covered by any such plan
shall be segregated into separate leases as to the lands

. committed and the lands not committed as of the effective
date of unitization: Provided, however, that any such lease
as to the non-unitized portion shall continue in force and
effect for the term thereof but for not less than two years
from the date of such segregation and so long thereafter as
‘01l or gas is produced in paying quantitiés." ~

{(6) Any Indian Icdse committed hereto having only a part of its

‘ land within the Unit Area shall be segregated as to (a) the
lands lying inside the Unit Area, as to all formations there-
under, and (b) the lands lying outside the Unit Area, as to
all formatidns thereunder; and the provisions of such lease
shall apply separately as to such segregated parts commenc-
1ng as of the effective date of unltlzatlon.

SECTION 21. CORREéTION OF ERRORS. It is hereby agreed by all =
parties to this Agreement that Unit Operator is emﬁowered fo c;rreCt any
mathematical or clerical error$ which may exist in fhe pertinent exhibits
to this Agreement; piovided, however, that correction of any error other
than mathematical or cierical shall be made by Unit Operator only after.

Sypervisor.

-

SECTION 22. COVENANTS RUN WITH LAND. The covenants hérein

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

the interest of the parties hereto and their successors in interest until
this Agreement terminates; and any grant, transfer or conveyance of interest

in land or leases subject hereto shall be, and hereby is, conditioned

" upon the assumptibn of all privileges and obligations hereunder by the

grantee, transferee or other successor in interest. No assignment ox

transfer of any Working Interest subject hereto shall'be binding upon

Unit Operator until the first day of ﬁhe calendar month after Unit

Cperator is furnished with the original, or acceptable photostatic or
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ceréified copy, of the recorded instrument of transfer; ana no a;signment‘
or transfer of any Royaity Interest subject hereto shall be binding upon
. the Wofking Interest Owner reéponsible therefor until‘the first day of
the calendar moﬂ;h after said Working Interest Owner is furnished with

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

instrument of transfer.

. SECTION 23. WAIVER OF RIGHT TO PARTITION. Each party hereto

covenants that, during the existence of this Agreement, it will not
resort to any actiom to partition the Unitized Land as to the Unitized
Formation or the Unit Equipment, and to that extent waives the benefits

- of all laws authorizing such partition.

SECTION 24. EFFECTIVE DATE AND TERM. This Agreement shall

become binding upon each party who executes or ratifies it as of the
date of execution or ratification by such party and shall become effectivé

as of 7:00 A.M. on the first;aay'of the month next foilowing the approval

Y e i

of this Agreement by the Director and the Indian Commissioner, or their
. . v

duly.authorized representative;.

. Within thirty (30) days after the effective date of‘this
Agreément Unit 0perét$r shall file for record in the office of thé Couhty»‘»
- Clexrk of McKinley County, New Mexico, a certificate to £he effect that this
Agreement h;s become effective according to its terms and‘statiﬁé'further‘
fhe effective date. Uﬂit Operator shall also fiie for record in the same-

county records at least one counterpart of this Agreement.'

The term of this Agreement shall be for and during the time
that Unitized Suﬁstances are or can be.produced in qﬁgntities sufficient
‘to repay the cost of prodﬁcing same from the Unitized Land and as long
‘thereéfter as driliing, rewofking or other operations (including secondary

recovery operations) are prosecuted thereon without cessation of more

K
¢ e

than ninety (90) consecutive days, and so iqng thereafter as Unitized’

_Substances can be produced as afo:eséid.
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This Agreement may be terminated by Working Interest Owners
-owning.QO% Unit Participation then current at any time for any other
-reason, with the apprév;l of the Supervisor. Notice'of any such termination_

shall be given by Unit.Operator to all parties hereto.

' Upoh termination of this Agreement, the parties hereto shall be
governed by the terms and provisions of the leases and contracts affecting

the separate tracts.

If not otherwise covered by the leaées unitized under'this
Agreement, Rﬁyalty Owners hereby grant Working Ihterest Owners a period
éf six (6) months after termination of this Aéreement in which to salvage,
sell, distribute or otherwise dispose o% the personal property and'facilities

. used in connection with Unit operations.

» . .

SECTION 25. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION.

All production and the disposal thereof shall be in conformity with
'élloéations and quotas made or fixed by any dQuly aufhorized person or ;
, regulatory body under any Federal or State Statute. The Director is‘
- hexreby ve;t;a‘with ahtﬁqfity to alter or modify from time to time, in
1 .his discréﬁion, fhe ra;e of pfospecting and development.and, within
applicable limiﬁé madé or fixed by the Commission with respect to lanasl

' under its jurisdiction,-to alter or modify the guantity and rate of

. - -

vproductibn under thié Agreement, such authority being hereby limited

-{ﬁ:wﬁ:to alteration or modification in tﬁé public interest, the puipose
thereof ana the public interest to be served thereby to be stated in the
order of alterationcbr modification; provided:further that no such
- alteration or modification shall be effective as to any privately owned
lands subject to this Agreement as to the quantity and rate of production

; ~ in’ the absence of specific written approval thereof by the Commission.

Powers in this Section vested in the Director shall only be
exercised after notice to Unit Operator and opportunity for hearing to

" be held not less than fifteen (15) days from notice.
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SECTION 26. NON=DISCRIMINATION. In connection with the performance

of work under this Agreement, the Operator agrees to comply with all of

the provisions of Section 202, (1) to (7) inclusive, of Executive Order

11246 (30 F.R. 12319), which are hereby incorporated by reference in this

Agreement.

The Unit Opérator shall also comply with the terms and con-
~ditions of the Indian leases while engaged in operations thereon with respect

to the employment of available Indian labor.

SECTION 27. APPEARANCES. Unit Operator shall, aftér_hotice to

othef parties affected, have the right fo appéar for or on behalf ofbany
and all intérests affected hereby before the Department, ana the Commission,
and to appeal from any order issued under the rules and regulations of

~ the Departmént or the Commission, or to apply for relief froﬁ any of said
rulgs and regulations ‘or in any proceedings.relative to Qperations before

" the Department oxr the Commission, or any other legally constituted authority;
provided, however, thét any other interested party shall also have the t

right at his or its own expense to be heard in any such proceeding.

SECTION 28. NOTICES. All demands, notices, objections or
statements required hereunder to be given or rendered to the parties

hereto shall be deemed fully given if made in wrlting and personally

 deiivered-to the parﬁy'or parties or sent by post-paid registered or
;ertified'mail addressed to suth party or parties at their respective
addresses set for£h in connection with the signatﬁres hereto or to the
ratification or consent hereof or to such other address as any such

party or parties méy have furnished in writing to the party sending the

L

B e
notice, demand or statement.

SECTION 29. NO WAIVER OF CERTAIN RIGHTS. Nothing contained in

this Agreement shall bé construed as a waiver by ény party hereto of the
Y‘iight to assert any legai or constitutional right or defense as to thé

 §a1idity or invalidity of'any law of:the State whgrein said Unitized Land

is located, or\rulés or regulations issued theréundgr in any way éffecting

-
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' such party, or as a waiver by any such party of any right beyond his or

~

its authority to waive.

. SECTION 30. EQUIPMENT AND FACILITIES -~ FIXTURES ATTACHED TO

.

- REALTY. Each Working‘Interest_Owner has heretofore placed and used on
its Tract or Tracts committed to fhis Agreement varioﬁs well and lease
equipment and other property, equipment and facilities. It is also
.recognized that additional equipment and facilities may hereafter be
placed and used upon the Unitized Land as now or hereafter constituted.
Thérefore, fof all purposes of this Agreement, any and all such equipment
shall be considered to be personal property and not fixtﬁfes attached
to real;y. Accordingly, said well and lease equipment and personal prop-

_ erty is herxeby severed from the mineral estates affected by this Agreement;
and it is agreed that any and all such eguipment and personél property

shall be and remain person%l property for all purpéses;

7 © SECTION 31. UNAVOIDABLE DELAY. All obligations under this

. Agreement requiring the Uhit Operator to commence or continue4fecondary
recovery operationé or to operate on or préduce Unitized SubstanceS from
any of the lands covered by this Agreement shall bé ;uépendgd while,
but 6nly so long as, Fhe Unit Operator, despite the exercise of due care
and diligence, is prgvented from complying with such obligations, in wh;le'

- or in part, by strikes, acts of God, Federal, State or municipal. law or
agency,~ﬁpgvoidable accident, uncontrollable delays in transportation,
inability to obtain neéessary materials in open market, or other matters
beyond the reasonable coﬁtrol of the Unit Operator whether similar to

matters herein enumerated or not.

SECTION 32. 1OSS OF TITLE. In the event title to any Tract

of'Unitized Land shall fail so as to render the Tract inoperable gnder
this Agreement and the true owner.cannot be igduced to jeoin this Unit
'Agreeﬁent, such Tract shall be automatically reg&rded as not committed
_‘hereto effective as of 7:00 A.M. on ;h; first day of the calendar month in

_f-wﬁiék such title failure is determinéd, and there shall be such re-adjustment
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of future costs and benefits as may be required on account of the loss of
‘such title. In the event of a dispute as to title as to any Royalty,
Working Interest or other interest subject thereto, payment or delivery

on account thereof may be withheld without liability or interest unﬁil

the dispute is finally settled; provided that, as to Federal and Indian

[y

land or leaséé, no payments of funds due the United States of America ana»the
Indian; shall be withheld, but such funds~shall be deposited as directed by
the éupervisor, to be held as unearned money pending final settlement of the
title dispute, and tpen applied as earned or returned in.accordénce with such

final settlement.

Unit Operator as such is relieved from any responsibility for

~any defect or failure of .any title hereunder.

SECTION 33. NON~JOINDER AND SUBSEQUENT JOINDER. dJoinder by any

Non-Working Interest Owner,‘atvany time,.must be accompanied b§ appro-
priate joinder of the‘cbrrespénding Working Interest Owner in order for

the ingsrest of"such Royalt§ Owner to be regarded as effectivi}y committeéi
Joinder to the Unit Agreement by a Working Interest Owner, at any time, |
musi be ;céompéniea by. appropriate joinder to the Unit Operating Agreement

-0

in order for such interest to be regarded as committed to this Unit Agreement.

Any o0il or gas interest in the Unifized Formation underlying
.the Unit Area ;ot committed hereto prior to subm;ssion of this Aé;eeméht
for final approﬁal,may thereafter be committed.hereto upon comp}iapce
" with the applicable érovisions of this Section ana of Section 1l4. (Tracts
Qualified for Partjcipation) hereof, at any'tgme up to the effective
date hereof‘on the same basis of participafion as pfovided in said
Sectioﬁ 14, by ﬁhe owner or owners thereof subscribing, ratifying, or
'conséntiﬁg in writing to this Agreement and, if the intefest is a Workiné.
Intergst, by.the owner of such interest sgbscribing aiso to the Unit

Opératihg‘Agreement%

It is understood and agreed, however, that on and after the

effective date hereof the commitment of a Working_Interest in any Tract
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within the Unit Area, shall be upon such equitable terms as may be

negotiated by Working Interest Owners and the Owners of such interest.

Except as may be otherwise herein provided, subsequent joinder as to

Tracts within the Unit Area shall be effective as of 7:00 A.M. of the

first day of the montﬁ following the filing with the'shpervisor of duly exe-
cuted countefparts of any and all documents necessary to establish effective
commitment of his inte;est to this Agreement unless objection to such join-
der or basis of participation is made within sixty (60) days by the

Supervisor.

SECTION 34, PRODUCTION AS OF THE EFFECTIVE DATE.

{(a) O©0il In lease T

ankage on Effective Date. Unit Operator

shall make a proper and timely gauge of all lease and.other tanks on
Unitizea Land in ofder to ascertain the amount of merchantaﬁle oil above

the pipe line connegtibn in s;ch tanks as of 7:00'A.M.'on the‘éffective

date hereof. All such oil which has then been~produced legally shall bg and
remain the property of the éarties entitled thereto the same as if the -
Unit héa not been formed; and such parties shall promptly remabe said oil

from the Unitized Land. Any such oil not so removed shall be sold by o

Unit Operator for the account of parties entitled thereto, subject to

the payment of all royalty and other payment under the terms and provisions

" of thelUnit Agreement and any applicablellease or leases and other contracts.

. - -

Arry oil that is in excess of the prior allowable of the wells from which

 it'was produced shall be regarded as Unitized Substances produced after

the effective date hereof.

(b) Overproduction. If, as of the effective date hereof, any

Tract of Unitized Land is overproduced with respect to the allowable of -
the wells on such 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 proauced'aftgr the effective date hereof

and shall be charged to, such Tract as ‘having been delivered to the parties

‘entitled to Unitized Substances allo¢ated to such Tract.
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. SECTION 35. COUNTERPARTS. This Agreement may be executed in

any number of Copnterparts, no one of which needs to be executed-by

"all pagties, and may be ratified or consented to by separate instrument
in writiﬁg sbecifically refe;ring hereto, and shall be binding upon all
fhose parties who have executed such a counterpart, ratification or
consent hereto with the same force and effect as if all parties haa
signed the same document, and regardless of whether or not it is executed
by all other parties owning or claiming an interxest in the lands within

the above-described Unit Area.

SECTION 36. TAXES. Each party hereto shall, for its own . .
account, render and pay its share of any taxes levied against or measured
by the ;méﬁhﬁlor value‘of the Unitized Substances produced from the
Unitized Land; §rovided, however, that, if it is required or if it be
determined that the Unit Oberétor or the éeveral Working Interest Ownefs
: mdsﬁ pay or advance said taxes for the account of the>parties hereto,'

it is heréby expressly agreed.thgt the partiés so paying or advancing
‘”isaid taxes shall be réimbursed therefor by the parties hereté» including
Royalty Owhers, who may be responsible for the taxeéton their respective
allocated share of saié Unitiéed‘Substances. No taxes ﬁhall be charged
to the United States or to any lessor who has a contract with a lessee -

which requires his lessee to pay such taxes.

* * SECTION 37. CONFLICT OF. SUPERVISION. Neither the Unit Operator

nor the Working Interest Owhers, nor any of them, shall be subject to
anf forfeiture, terminatibn or expiration of‘any ;ights hereunder oxr under
- any leaseé'or contracts subject hereto, or'to.any penalty or ligbility
Qh account of deiay or failure in whole or in part to comply with any
applicable provisions theréof to the extent that the said Unit Operator
* . or thé Working Interest Owners, or any'of them; are hindered, delayed

or prevented'from complying thérewith by reason of féilure of . the Unit
Operator to obtain, in the exercise‘oﬁ due diligence, the concurrence of
proper representatives ;f the United States and proper representatives
of the State of New Mexico in and ab;ut any matters or things concerning
which it is required hérein that such t¢toncurrence be obtéined.

o
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SECTION 38. NO PARTNERSHIP. It is expressly agreed that the

relation of the parties hereto is that of independent contractors, and-
nothing contained in this Agreement, cxpress or implied, or any operations
coﬁducted_hereunder, shall create or be deeme” to have created a

partnership or association between the parties hereto or any of them.

SECTION 39. BOéDER AGREEMENTS. Subject to the approval of the
'SuperVisor,vthe Unit Operator, with concurrence of Working Interest
Owners having a combined Unit Participation of 80%, may enter into a
border—protéction agreement or agreements with the Working Interest
'_ Owners of adjacent lands with respect to operations desigﬁed to increase
ultimate recovery, conserve natural resources and protect the parties

and their interests.

SECTION 40.  LIMITATION OF APPROVALS. Notwithstanéing anything
herein contained to the contrary, if no Staté lands aré committed to this
- Agreenment, theﬁ no consents or apbrovals provided herein shall be'required
6f the Commissioner, apd it shall not be necessary to file any‘iﬁstrumentt
hereunder with said officer unless and until State Lands are so committed.~-'

to tﬁis-Agreement; liké%ise, if no fee lands are compitﬁed to this .
'Agreément, then no consents or approvals provided herein shall be requiréd
_ of the Commission; and it shall not be necessary to file ény instfumen%

hereunder with said office unless and until fee lands are'so'committed-

to this 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.
S o
DATE: ’ TENNECO OIL COMPANY
" ADDRESS: - _ .. By: |
Suite 1200 ' ’ e - . L, L. Parish
Lincoln Tower Building o Attorney-In-Fact
- Denver, Colorado 80203 ) . . :
Attention: District Production .~ UNIT OPERATOR AND WORKING INTEREST OWNER

Manager

0



STATE OF COLORADO A )
’ ) ss.
CITY AND COUNTY OF DENVER)

A * The foregoing instrument was acknowledged before me this
day of , 1971, by L. L. PARISH, Attorney-In-Fact of
" TENNECO OIL COMPANY, a Delaware Corporation, on behalf of said corporation.

Witness my harid and official seal.

Notary Public

My Commission Expires:

T AR i T
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HO GZHH wmwmmzmze FOR THE Um<MﬁOMEMZH AND
mewbeHoz OF THE LONG PINE DAKOTA "D" UNIT

ZOWHZhWM COUNTY, NEW MEXICO

zcavmn.

Serial No. and

‘Basic Royalty &

Overriding Royalty

Working Intere:nt

. Tract Description Expiration Date . Lessee of
No. of Land of Acres of Lease Ownership Percentage Record & Percentage & Percentage -
FEDERAL LAND .
.1 T17N-ROW 91.66 . NM-8270 ‘U.S.A.: All Tenneco Oil Co. Alpha L. Hotchkiss = 2.0000  Tenneco Oil Co.: ALl
Sec.12: Lots 7&8 ~ _HBP ' - : , Dave M. Thomas, Jr.  3.1250%* ‘ .
SW/4SE/4 . e Claude C. Kennedy 1.5625%*
- S corge k] F. D. McCallon 1.5625%
v _ _ Carl C. Wnigham, Sr. 8.7500%
. ’ ‘ Thomas G. Whigham 3.7500%
; Jas. C. Vandiver 3.1250%
Joe W..Cherry 3.1250%*
. *production payment
2 Tl7N--REW 40.00 " NM~-0555807 U.S.A.: All Gulf 0il Corp. (To be later determined) Gulf 0il Corxp.: All
~  Sec. 17: NW/4SW/4 1~-30-75 ’ ’
: ) . : , 7 L o S * . .
3 T17N-R-8W 79.44 NM-0556382 U.S.A.: All Tenneco 0il Co. Ruth Ross 2.5000 Tenneco 0il Co.: All
Sec. 19: Lot 1, . .3-31-75 " . Thomas H. nos:mpww 2.5000
NE/4NW/4 .
3 Federal Tracts 211.10 Acres ) “ )
INDIAN LAND ’
4 T17N-R8A . 160.00 14-20-0603-9534 Heirs of Allottee Beard 0il Co. Amoco Production Co. .06250 Beard Oil Co.: 75.00
' Sec. 8: SW/4 _ HBP~ Joe Toledo: All & J. M. Beard F. H. Haltman .67450 & J. M. Beard: 25.00
Te 1L~ i . ’ ’
5 TI7N-REW 160.00 14-20-0603-9535 Heirs of Allottee Beard 0il Co. Amoco Production Co. ,06250 Beard 0il Co.: 75.00
Sec. 17: NW/4 HBP Dosh e pi Henio: All & J. M. Beard F. H. Holtman 67450 & J. M. Beard: 25.00



T17N~REW

vd S

‘Heirs of Allottee

Tenneco 0il

Claude C. Xennedy &

3.00000

6 Hmw.mw. HﬁlNOlomwlmmqw - ‘ Tenneco 0il Co.:r All
Sec. 18: Lots 1&2 o " _HBP .Don ne pah: All Co.:” All Edna L. Kennedy , , . .
E/2NW/4 ' . e S Dr. Raymond E. Sitta
. o v . . & Geraldine Sitta 5.16600
. . J. D. Wilson &
. Dorothy Wilson .+ 5.16700 .
7  T17N-RSY 160.00 14-20-0603-9895  Heirs of Allottee Tenneco 0il  J. C. Templeton 2.50000 Tenneco Oil Co.: &ll
) Sec. 18:“NE/4 , , \ - - 'Nah di yaz zie: All Co.: All - - . :
8  T17N-REYW 160.00 NOO-C-14-20-2666 Heirs of Allottee Tenneco 01l None - © Tenneco Cil Co.: all
Sec. 18: SE/4 - o . Kagoso: All Co.: All :
A o S N A S
9 T17N-REYW : 159.20 NOO-C-14-20-3007 Heirs of Allottee Gilbert S. Alan J. Antweil 40.67000 Gilbert S. Maxwell,
, ‘Sec. 18: Lots 3&4 HBP Bah e: All Maxwell, d/b/a H. W. Smith 1.00000 d/b/a Gil 0il & Gas
E/2SW/4 . Gil Oil & Gas Donald G. Stevens 3.33000 Company: All
iz s : . Company Stanley B. Saiken 1.00000
R Robert M. Williams 1.00000
’ Jim L. Sharp : 1.00000
. J. Burton Veteto 1.00000
. Harold Schneiderx 1.000600
6 Indiah Tracts 958.72 Acres
PATENTED LAND
10 T17N~-REW 80.00 HBP Santa Fe Pacific Tesoro Pet-~ None Tesoro Petroleum
Sec. 7: S/2NE/4 Railroad Co.: All roleum Corp. Corp.: All
11a T17N~REW 160.00 HBP ' Santa Fe Pacific .Tenneco 0il Co. None .Tenneco 0il Co.: &all
Sec. 7: SE/4 Railroad Co.: All . .
11B  T17H-ROW 1,029.25 HBP . . Santa Fe Pacific Tenneco O0il Co. None Tenneco Oil Co.: All

Sec. 13: Lots 1,2,
3,4,5,6,7
&8, wW/2E/2,
w/2 (All)
NE/4NE/4
Lots 1,2,

14:
24:

Sec.
Sec.

3&4, W/2NE/4

E/20vi/4,
NW/418/4

wmwwﬂom&no."

all -
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!

T17N-REW 159.23 HEP

Sec. 7: Lots 3&4,
- E/28W/4

[3

. Santa Fe'Pacific ;Hndumno Q0il Co. None
Railroad Co.: All = Tesora 0il Corp.

° ’

Tenneco 0Oil Co.: mo.oo
Tesoro 0Oil Corp.:50 .00 .

1,428.48 Acres

4 wwﬂmSﬂmQ Tracts

,.HOﬁmH" 12 Awmo#m» 2,598.30 Acres in Entire Unit vhmm

L 4



Tract No.

1

10
1A
11B .

a2 ':'

EXHIBIT "C"

TO UNIT AGREEMENT FOR THE
DEVELOPMENT AND OPERATION

OF THE LONE PINE DAKCTA "D" UNIT
McKINLEY COUNTY, NEW MEXICO

Schedule of Tract Partiéipation

Tract Participation

- Phase I (%) “~  Phase II (%)

. v.000000 T 209102
.000000 .060485
.000000 . . .182875

+ 8.972634 7.049505

;4.486317 . "1.610288

6.389411 ° ° 16.086763

8.972634 ~ 15.827072 .

8.972634 2.630013

8.972634 11.767162
.000000 ,' .163216

8.972633 " 10.666361"

33.288469 28.968528 -

8.972634 4.778630

. 100.000000 -100.000000



