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Introduction

The Hospah Field is located principally in Section 36, Range 9 West,
Township 18 North, and in Section 1, Range 9 West, Township 17 North,
McKinley County, New Mexico. It is within the Navajo Reservation and lies
approximately 40 miles north of the town of Prewett. The field is a mile
east of the Continental Divide at an elevation of approximately 7, 000 feet.
Texstar Petroleum Company is the only operator in the field, ;nd the entire
productive area lies within the confines of State Leases Nos. 662 and B-1276
and Santa Fe Railroad Leases Nos. 7668 and 3487. The geographical
location of the field and the location of all wells drilled in the area are shown
on Exhibit "B*' attached to the Unitization Agreements which are hereby

entered in evidence at this hearing.

History

The Hospah Field is one of the oldest in the State of New Mexico and
is perhaps the first truly commercial oil field in the northwestern part cf the
state. The area was first mapped in 1924, and in August of 1927 Hurst and
Welsh completed their Santa Fe Hurst No. 1 Well as an oil producer at a
depth of 1,560 feet in the Hospah Sand, a member of the Gallup Section of
Cretaceous age. Three additional wells were drilled in 1927, two of which
were productive and the other, drilled on the west side of the field, encountered
water in the Hospah Sand. Because of a combination of low crude prices and

inaccessibility, no additional development occurred until 1937 when the
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property changed hands, and three additional oil wells were drilled. In
1939-1940 negotiations were concluded with the construction of a refinery
at the town of Prewett and the installation of a pipeline from the field to the
refinery. These facilities were built, and by the first part of 1947 a total
of 49 wells had been drilled in the field. Three of the wells were completed
as dry holes, and during the intervening years three additional ‘wells have
been abandoned and four temporarily abandoned. There are now 29 wells

producing from the Hospah horizon.

Cumulative production from the Hospah Sand is approximately 4, 500, 000
barrels, and the 39 active wells are now producing 233 barrels of oil and
700 barrels of water per day. There has been a steady deterioration of the
ability of the field to produce oil over the past years, and the current average
productivity of 5.9 barrels of oil per day per well indicated the field is in a
stripper sfage and that the end of its economic life is fast approaching.
Texstar, therefore, authorized the Engineering and Consulting Department
of Core Laboratories, Inc., Dallas, Texas, to prepare an engineering
evaluation of the secondary-recovery prospects of the Hospah Field. This
study concluded that a successful waterflood of the Hospah horizon would
increase recovery from this zone by 1,500,000 barrels of oil over and above

that expected by continuation of the present production method.
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During the drilling of the wells to the Hospah Sand saturation was
noted in the Seven Lakes section at approximately 300 feet below the
surface of the ground. Cores taken in this section indicated oil saturation
and excellent sand characteristics; however, the oil was very viscous, and
no attempt was ever fnade to establish the productivity of the zone, The
Core Laboratories study indicated the Seven Lakes section contains in
excess of 4,000,000 barrels of oil in place. It is thought that this secéion
will prove amenable to one of the new methods of handling viscous crudes
such as steam or pusher fluids and that a good possibility exists for
obtaining 1,000,000 barrels of oil from this horizon through the application

of one of these more exotic types of secondary-recovery processes.

The engineering study showed that peripheral injection around the
edge of the productive area is the most efficient way to obtain maximum
recovery from the Hospah horizon. It is also known that the development
program for the Seven Lakes section for a so-called exotic flood should be
designed to meet the requirements of the secondary-recovery method
selected and of the sand development without regard to lease lines. The
only way that these optimum secondary-recovery programs can be installed
and the correlative rights of all parties in interest protected is through
unitization. Texstar, therefore, prepared a Unitization Agreement that

was circulated among the interest owners. The Agreement calls for the
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the unitization of the four base leases covering the Hospah
Field and the formation of a Hospah Sand Unit and of a

Seven Lakes Sand Unit within the field Unit Axrea. Participa-
tion in each Sand Unit is based on productive acre-feet of

the horizon underlying each tract. All of the fee ownership

has been advised of our intentions and have approved the formula
for participation, and the State Land Commission Office has
given tentative approval.

Reference to Exhibit "A" in the Agreement will give the
descriptions of the 1,436.77 acres of land covered by the four
base leases making up the proposed Hospah Field Unit Area.
This area is indicated on Exhibit "B" attached to the Unitiza-
tion Agreement. Exhibits "C" and "D" of the Unitization
Agreement are plats of the proposed 511.32-acre Hospah Sand
Unit and of the 293.89-acre Seven Lakes Sand Unit. The terms
of the Unitization Agreement provide for enlargement of the
Sand Unit Area, should subsequent development warrant such
action. Exhibits "E-1'" and "E-2" of the Unitization Agree-
ment are the individual tract factors for the Sand Units in-
volved. These tract factors were determined by planimetering
the gross sand isopach maps (Exhibits "C" and "D") of the
Seven Lakes and Hospah horizons prepared by the Engineering
and Consulting Department of Core Laboratories, Inc.

To insure maximum recovery, prevent waste, and protect

the correlative rights of all parties, it is requested that
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the Commission approve the Hospah Field Unit and the forma-
tion of a Seven Lakes Sand Unit and of a Hospah Sand Unit
within the field Unit Area.

Permission to conduct secondary-recovery operation in

the two horizons will be requested under Case No. 3132,
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION

- HOSPAH UNIT AREA

McKINLEY COUNTY, NEW MEXICO

THIS AGREEMENT entered into as of the first day of November,

1964 , by and between the parties subscribing, ratifying, or

consenting hére_to, ‘and herein referred to as the ""parties hereto, "

WITNESSETEH:

WHEREAS, <th‘e parties hereto are the owners of working, royalty, or
other oil and gas interests in the Unit Aréa subject to this agreemernt; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by law (Volume 2, Chapter 7, Article II, New Mexico
Statutes, 1953 Annotated) to consent to and approve the development or opera-
tion of State lands under agree'ments made by lessees éf State land jointly or
severally with other lessees where such agreements provide for the unit
operation or development of paxrt of or all of any oilor gas pool, field or
area; and ' ‘

WHEREAS, the Commissioner of Public Lands of t;;e"‘State of New Mexico
is authorized by an Act of the Legislature (Sec. 1, Chap. 162, Laws of 1951;
Chap 7, Art. II, Sec 41, N.M. Stats. 1953 Annot.) to amend with the approval
of lessee, evidenced by the lessee's execution of such agrement or otherwise,
any oil and gas lease embracing State lands so that the length of the term oI
said lease may coincide with the term of such agreements foxr the unit opera-
tion and development of part or all of any oil or gas pool, field or area; and

WHEREAS, the Oil Conservation Commission of the State of New Mexico
is authorized by law (Volume 9, Part 2, Chapter 65, Article 3, New Mexico
Statutes, 1953 Annotated)‘ to approve this agreement and the conservation

provisions hereof; and
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WHEREAS, the parties hereto hold sufficient interests in the Hospan
Unit Area covering land hereinafter described to give reasonably effective

control of operations therein; and

WHEREAS; it is the pﬁrpose of the parties hereto to enable institution
and consumm,a.ti“on of secéndary recovery operations, to conserve natural
resources, prevent waste and secure other benefits obtainable through
development and éperation of the Hospah Unit subject to this agreement under
the terms, c:bnditions and limitations hexjein set.forth.

NOVW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their respective
interests in the "Unit Area" alnd the "Unitized Formation'" lying thereunder

{as those terms are defined hereinafter) and agree severally among themselves

2

as follows: '
1. ENABLING ACT AND REGULATIONS, The oil and gas operating

regulations in effect as of the effective date hereof governing drilling and

)

1
Lie

producing operations not inconsistent with the terrrllﬁ“s\"“h\jcﬂ?eo:’ or the laws ci
State of New'Mexico are hereby accepted and made a par.i‘: of this Agreemaeant.

2. DEFINITIONS. For the purpose of this agreement, the {ollowing
terms and expressions as used herein shall mean:

(a) "Commission'" means the Oil Conservation Commission of
the State of New Mexico.

(b)_ “"Commissioner" means the Commissioner of Public Lands of
the State of New Mexico.
(c). "Royalty Interest' or "Royalty'" means an interest other than a
Working Interest in or right to receive a portion of the Unitized Substances
or the proceeds thereof and includes the royalty interest reserved by the
lessor by an oil and gas lease and any overriding royalty interest, oil paym
oes

carry with it the right to search for and produce Unitized Substances.
(d) "Royalty Owner'" means the owner of a Royalty Interest.

(e) "Tract'" means each parcel of land described as such and given
a Tract number in Exhibit A.

(f) "Tract Participation' means the percentage of Unitized Substances
allocated to a Tract under this agreement as shown in Exhibit B.
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(g} "Unit Area" means the land shown on Exhibit B and described
by Tracts in Exhibit A, containing 1,437.27 acres.
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(h) "Unit Operating Agreement' means any agreeraent or agrec
whether one or more, entered into either separately or collectively by aml be -
tween the Unit Operator and the Working Interest Owners, as provided in
Section 9, ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEZM=XNT,
and shall be styled '""Unit Operaung Agreement for the Develovment and
Operation of the Hospah Unit Area, County of McKinley, State o New Mexico.

(i) "Unit Participation" means the sum of all Tract Participation
or portions thereof which a pariy is entitled to receive. See Exhibits Z-1,
E-2 and E-3.

(j) “Dmtlzed Formation'" means the Seven Lakes and Hcspah Gallup
Formations, 'same being those heretofore established underground reservoirs
encountered in the drilling by Petroleum Products Refining and Producin
of its Hurst No. 51 well at the depths of approximately 313 feet and 1,5
respectively below the Kelly bushing, which said well is located in the C of
NW/4 of NE/4 of Section 1, T-17-N, R-9-W, McKinley County, New Mexico.

(k) "Unitized Substances'" means all oil, gas, gaseous substances,
sulphur contained in gas, condensate, distillate and all associated and corn-
stituent liquid or liquefiable hirdrocarbons within or produced from the Uritized
Forration. ' T

(1) "Voting Interest" means the right to searcn for, produce and
acquire Unitized Substances whether held as an incident of ownership of min-
eral fee simple title, under an oil and gas lease, or otherwise.

(m) ""Working Interest Owner'' means any p;i‘ty hereto owning &
Working Interest, including a carried working interest owner, holding an in-
terest in Unitized Substances by virtue of a lease, operating agreeraent, Ice
title or otherwise, which interest is chargeable with and obligated to pay or
bear, either in cash or out of production, or otherwise, zll or a portion ci
tne cost of drilling, developing and producing the Unitized Substances from
the Unitized Formation and the operation thereof hereunder. The owner i
oil and gas rights which are free of lease or other instrument conveying the
Working Interest to another shall be regarded as a Working Interest Owuer
to the extent of seven-eighths (7/8) of his interest in Unitized Substances,
and as a Royalty Owner with respect to his remaining one-eighth (1/8) interest
therein.

3. EXHIBITS. Attached hereto as Exhibit B is a map showing to the
extent known to Unit Operator,. the Unit Area and the boundaries and iden:ity
of Tracts and leases in said Unit Area. Attached hereto as Exhibit A is &
schedule showing to the extent known to Unit Operator the acreage comprising
each Tract and the ownership of each interest owner in each Tract. Howaver,
nothing herein or in said schedule or map shall be construed as a representa-

tion by any party hereto as to the ownership of any interest other than such

interest or interests as are shown in said map or scheduxe as being owned
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owned by such party. Attached hereto as Exhibits E-1 and E-2 are

schedules showing in Part I thereof the Tract Participétion of eacl?.
Tract in the Unit Area and' in Part II thereof the Unit Participation of
each Working Interest Owner. Said schedules E-1 and E-2 shall be-
come effective at 7:00 a.m. on the effective date of this agreement,
It is hereby agreed by all parties to this agreement that Unit
- Operator is erﬁpowered to correct any mathematical or clerical errors
. which may exist in the per‘tinent exhibits to this agreement; provided,
however, that correction of any error other than correction of a mathe-
matical or clerical error shall be made by Unit Operator only after first
having obtained approval of Working Intverest Owners and the Comrnissioner.
Exhibits A, B, C, D, E-1 and E-2 shall be revised by Unit Operator
whénever. changes render such fevision necessary, and at least two

copies of such revision shall be filed with the C‘dm.missioner.

\,‘“‘h

4, EX?ANSION OF UNIT AREA. The above described Unit Area

may, when practicable, be expanded to include therein any additional tract
or tracts regarded as reasonably necessary or advisable for the purposes
of this agreement, whenever such expansion is necessary or advisable to
conform with the purposes of this agreement; Tract Participations re-
sulting from such expansion shall be on a negotiated basis and, after agree-
' ment between the affected parties has been reached, such expansion shall
be effected in the following manner:

(a) Unit Operator, with concurrence of at least 80 per cent of
the then Voting Interests and after preliminary concu;'rence, the Commis-
sioner and the Cofnmiasion. shall prepare a notice of proposed expansion de-
scribing the contemplated changes in the boundarieg of the Unit Area, the
reasons therefor, and the proposed effective date thereof, preferably the

first day of a month subsequent to the date of notice.
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(b) Said notice shall be delivered to the Commissioner and
the Commission, and copies thereof mailed to the last known address
of each Work,ing»Ir‘xterest Owner, lessee, and lessor whose interests are
affected, advising that 30 days will be aliowed for submission to the Unit
Operator of any objections.

(c) "Upon expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Commaissioner
and the Commission evidence ‘of mailing of the notice of expansion and a
copy of any objections thell;eto which have been filed with the Unit Opera-
tor, together with an application in sufficient number for approval of
such expansion and with appropriate joinders. \

(d) After due consideration of all pertinent ingsf'mation, the
expansion shall, upon approval by the Commissioner and the Commission,
become effective as of the date prescribed in the notice thereof.

In any approved expansion of the Unit Area, the revised Tract Parti-

- cipations of those Tracts which were committed prior to each such

expansion shall remain in the same ratio one to another.

5. UNITIZED LAND AND UNITIZED SUBSTANCES. All oil, gas,
gaseous substances, sulphur contained in gas, condensate, distillate and
all associated and constituent liquid and liquefiable hydrocarbons in the
lands committed tc: this agreement are, as to the Seven Lakes and the
Hospah Gallup For;nations, unitized under the terms of this agreeraent
(and are herein called Unitized Substances) and said lands shall constitute

lands referred to herein as '""unitized land" or “land subject. to this agree-

ment. "
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6. UNIT OPERATOR. Texstar Pet;'oleum Company is hereby
designdted as the Unit Operator and by signature hereto as Unit Operator
agrees and consents to accept the duties of Unit Operator for the develop-
ment and producé:mn‘of Unitized Substances as herein provided.. Whenever
reference is made herein to the "Unit Operator," such reference means
‘the Unit Operator acting in that capacity and not as an owner of interest
in Unitized Substances, anci the term "Workirig Interest Owner" Whe:n
used herein shall ipch_id_e or refer to Unit Operatc;;‘“aq.:.he owner of a

Working Interest when such interest is owned by it.

7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit
Operator shall have the right to resign at any time, but such resignation
shall not become effective so as to release Unit Operator from the duties
and obligations of Unit Operator and terminate Unit Operator's rights as
such for a period of 6 months after notice of intention to resign has been
served by Unit Operator on aIIV\Working Interest Owners and the Commis-
sioner and the Commission, and until all wells then drilled hereunder are
placed in satisfactory condition for suspension or abandohment, whichever
is required by thé Commissién as to State Lands, unless a new Unit Operator
shall have been selected and approved and shall have taken over and assumed
'the duties and obligations of Unit Operator prior to the expiration of said
period. |

The resignation of Unit Operator shall not release Unit Operator from
any liability or default by it hereunder occurring prior to the effective date

of its resignation.
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The Unit Operator may, upon default or failure in the performance
of its duties or obligations hereunder, be subject to removal by affirmative
vote of at least 75 per cent o;' the Voting Interests. Such removal shall be
effective upon .notice' thereof to the Commissioner.

In all such instances of r.esignation or removal, until a successor
Unit Operator is selected and approved, as hereinafter provided, the
Working Interest Owners shall be jointly respons}ble for the pez:formance
of the duties of Ux%it Operator and shall, not later tﬁa‘.n30 days before such
'resigna.tion or removal becomes effective, appoint a corﬁmon agent to represent
them in any action to be taken hereunder.

The resignation or re/moval of Unit Operator under this agreement shall
not terminate its right, title or interest as the owner of a Working Interest
or other interests in Unitized Substances, but upon the resignation or removal
of Unit Operator becoming effective, such Unit Operator shall deliver posses-
sion ’of all equipment, materials, and appurtenances used in conducting the
Unit operations owned by the Working Interest Owners to the new duly qualified
successor Unit Operator, or to the owner thereof if no such new Unit Operator
is elected, to be used fof the purpose of conducting Unit operations hereunder.
Nothing herein shall be construed as authorizing removal of any material,
equipment and appurtenances needed for the preservation of any wells.

8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
tender his or its resignation as Unit Operator, ‘or shall be removed as
hereinabove provjded, the Working Interest Owners shall, by affirmative
‘vote of at least 75 per cent of the Voting Interests, selecta sﬁccessor Unit”’

" Operator; provided, however, that should.any Working Interest Owner own a
Voting Interest of more than 25 per cent, the vote of said party shall not

serve to disapérove the selecﬁon of a new Unit Operator approved by 80 per
cent or more of the V.oting Interests of the remaining Working Interest Owners

and provided, further, that the Unit Operator shall not vote to succeed itseli

and its Voting Interest shall not be counted in a vote concerning its removal
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as ine Unit Operator. Such selection shall not become effcciive wnill
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ponsibilities of Unit Operator, and (b) the selection shall have teen azproved

by the Commissioner. If no successor Unit Operator is selectied and guali-

5

fied as hercin provided, the Commissioner may, at-his election, cdeclarc
-,

.~
4
v,
kD
v

this Unit Agreement terminated.

g. ACCOUN"?ING PROVISIONS AND UNIT OPERATING AGREZMENT,
All costs and‘ expenses incurred by Unit Operator in conducting Unit operaiions
hereunder shall be apportioned among, borne and paid by the Workiang Intercst

Owners, all in accordance with this agreement and the Unit Ogeratiag &

ment. The Unit Operating Agreement shall also provide the manner o waoich

r

the Working Interest Owners shall be entitled to receive their resgaective ro-

portionate and allocated share of the benefits accruing hereto in corniormivy

with their underlying operating agreements, leases, or other independen:

"l

contracts and such other rights and oblizztions as beiween Unit Operaicr and

the Working Interest Owners as they may agree upon. owever, the Unit

[

Operating Agreement shall not be deerned either to modily

ditions of this Unit Agreement or to relieve the Unit Operator of an
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obligation established under this Unit Agreement; in case ol any ianconsistenly
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or conflict between the Unit Agreement and the Unit Operating Ag
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this agreement shall prevail. One true copy of any Unit Ogeratin

shall be filed with the Commissioner.

h‘j

10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Exceptas ciner-
wise specifically provided herein, the exclusive wight, privilege, and duty of
I, .

exercising any and all rights of the partiecs hereto {including suriace rignis)

which are necessary or convenient for the prospecting for, producing

allocating, and distributing the Unitized Subsiances, are hereby gran
delegated to and shall be exercisca by wae Juiv Operator as herein providad.
Uoon request therefor, accepiasie evidence of titie T0 saicd riznis shall be

ceposited with said Unit Operator and, together with this agreement, saa..

constitute and define the rights, privileges, and cobligations of Unit Onercior.
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Nothing herein, howeéver, shall be construed to transfer title to any land,
lease, Royalty Interest, opera',ting agreement or communitization agree-
“ment, it being understood that under this agreement the Unit Operator,
in its capécity as Unit Operator, shall exercise the rights of possession
and use vested in the parties hereto only for the px‘z:ﬁ)o‘_ges herein specified.

11. PLAN OF FURTHER DEVELOPMENT AND OI;ﬁRATION. Within
6 months after‘the: effective date of this agreement the Unit'Opex.'ator will
.begin creating and”’ installing the wells and equipment necessary to the
proposed peripheral waterflood of the Hospah Gallup sand. Within 2 years
after the effective date of this agfeement the Unit Operator will uncertake
a prograrﬁ to acquire spec;ific information necessary to the proper design
‘and installation of fluid injection into the Seven Lakes Sand. Once started,
each project will be pursued to completion with such diligence as is con-
sistent with engineering feasibility and prudent operations.

12. PAR'I‘ICIPATION. Exhibits E-1 and E-2 show the percentages
of participation to whic;h each Tract shall be entitled if all Tracts within
the Unit Area are committed as of the effective date of this agreement (the
qualifications necessary for inclusion of a Tract being set forth in Section
13 hereof). If lesf{s than all Tracts within the Unit Area are committed as of
the effective date pf this agreement, Unit Operator, with approval of the
Working Interest -S)wners, as soon as practicable after the effective date of
this agreement, s_ihall file with the Commissioner and the Commission schedules
of committed Trai:ts as of said effective date, which said schedules shall be
designated "Revisted Exhibit E-1'" and '""Revised Exhibit E.-2" and considered
for all purposes as a part of this agreement. Such revised Exhibits E~1 and
E.2 ghall set forth opposite each such committed Tract the revised Tract
Participation therefor (which shﬁll be calculated by using the same Tract
factors and formula which were used to arrive at the Tract Participation of

each Tract as set out in Exhibits E-1 and E-2 attached hereto, but applying

the same only to the committed Tracts). Such revised Exhibits E-1 and E-2,
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after filing, shall supersede, effective as of the effective date hcreol, thc
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Tract Participations set forth in Exhibits E-1 and -2 attached

a further revision or révisions ihcereoi is app ‘*"ovea by the Coramissicner
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as above provided, shall govern the aliocation of Unitized Substances on and

aiter the effective date of this Unit Agrecment as set forth in Secction 2 hereor,

and until the allocation schedule is revised pursuant to this agrecment anc
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13. TRACTS QUALIFIED FOR PARTICIPATION., ZFrom the eifcciive

173 ;

11 be entitied to participatiicn shali. be tnose

5
3

cate nhereof, the Tracts which s
Tracts which are described in Exnibit A and waich, at any time, are cualiiicc
as iollows:

{a) Eacnh Tract as o which Working interest Cwners owing 100 sex

cent oi theé Working Interest therein have become parties hereto and as o waich
Royelty Owners owning 75 per cent or mcre of the Royally Interest therein have

[

become parties nereto.

(b) Each Tract as o Which Working interest Owners owning 100 zexr
cent of the Working Interest therein have become parties herero and as o
which moyalzy Cwaners owning lcss than 75 per cent of the Royalty Intercst

therelin have become partie’s hereic and, further, as to which:

(1) All Working Interest Owaners in any such Tract
have joined in a request for thae cualification of such

Tract, and

(i1} 80 per cent of the combinea voting interests ol

Working Interest Owners in all Tracts meeting the re-
7 £

Cui:ements oi paracrani (a) nerecof have voted in favor
% =S \

<

the purpose of this paragraph (b}, = Working Interest Cwner'
. .

interest’™ shall be ecual to the ratic {expressed in per cent) witich ils

zregate Phase I Unit Participation in all Tracts qualifying undew

Dears to the total Phase I Unit Participation, as shown on Zxkibits Z-. zac

E-2o0 ~ Working Interest Owners in ail Tracts qualifying uncer paragrast &)
(C) Zaca Yract as vo woich Working Interest Owncrs own

100 per cent of the Working Interest therein have become pariies -

)

cardiess of the percentage of Royalt {y Interest therein which is coramitied

'

les
(=2
hereto and, Juriher, as to which:

- 10 -
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(i} The Working Interest Owner operating any such
Tract and all of the other Working Interest Ownexs in
.such Tract who have become parties heré"tq\have joincd
in a request for qualification of such Tract and have
executed and delivered an indemnity agreement indemnify -
ing and agreeing to hold harmless the other Working
Interest Owners, their successors and assigns, against
all claims and demands which may be made by the owners
of Working Interests in such Tract who are not pariics
hereto and which arise out of the qualification of guch
Tract; and

(1i) 80 per cent of the combined voting interest ol
-Working Interest Owners in all Tracts meeting the re-
quirements of paragraphs (a) and (b) have voted in favor
of the qualification of such Tract and acceptance oi th
indemnity agreement.

For the purpose of this paragraph (c), a Working Interest Owner's ""voring
interest" shall be equal to the ratio (expressed in per cent) which its a3-
gregate Phase I Unit Participation in all Tracts qualifying under paragronas
{a) and (b) bears to the total Phase I Unit Participatica, as shown on Zxzhibsits
E-1 and E- 2 of all Working Interest Owners in all Tracts qualifying unccer
paragraphs (a) and (b). Upon the qualification of such a Tract, the Unit
Participation which would have been attributed to the nonsubscribing cwners
of the Working Intérest in such Tract, had they become parties to this agrec-
ment and the Unit Operating Agreement, shall be attributed tc the Working
Interest Owners in such Tract who have become parties to such ag
in proportion to their respective Working Interests in the Tract.

14." ALLOCATION OF UNITIZED SUBSTANCES. All Unitized Subsances
produceid and saved (less, save and except any part of such Unitized Sub-
stances used in conformity with good operating practices on unitized lanc
fo~r drilling, operating, camp and other production 6r development pursoses
and for pressure maintenance) shall be apportioned among and allocated to nc
committed Tréctg in accordance with the'respecﬁve Tract Participations ei-
iective hereundef during the respective periods such Unitized Substances
were produced, gé_ set forth in the schedule of participation in Exhibite
E-1 and E~-2. The amount of Unitized Substances s0 allocated fo cach ccmi-
mitted Tract, and only that amount (regardless of whether it be more or less
than the amount of the actual production of Unitized Substances frem the well
or wells, if any, on such Tract), shall, for all intents, uses and purposcs,
be deemed to have been p&‘oduced from such Tract.

The Unitized Substances allocated to each such Tract shall be distribuicc

among, or accounted for to, the parties executing, conseniing to or wailiying
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this agreement entitled to share in the production from such Tract in thc
same manner, in the same proportions, and upon the same conditions, as
they would have par‘ticipa‘.ced and shared in the production from such Tract,
or in the prbceéds thereof, had this agreement not been entered into, anc
with the same legal force and effect. Itis hefeby agreed that production
of Unitized Subsfg.nces from any such committed Tract shall be allocatec
as providedvheréi}‘p regardless .Of whether oil or gas is being produced {rom

any particular Trgct committed hereto. If the Working Interests or the

Royalty Intereét;s 1;1 any Tract are divided with respect to separate parcels

4

or portions of such Tract and owned severally by different persons, the
Tract Participatioﬁ of such Tract shall, in the absence of a recordable in-
strument among all owners fixing the division of ownership, be divided aracnz
all owners fixing the division of ownership, be divided among such parcels or
portions in proportion to the number of surface acres in each.

15. BALANCING OF PRODUCTION. Unit Operator shall make a proper
and timely gauge of all lease and other tanks located on each committed Tract
in order fo asce);"vta'm the amount of merchantable oil in such tanks, above the
pipe line connec?jgns, as of 7:00 a. m. on the effective date hereof. Ail
Unitized Substa,_gg;g%s which are a part of the prior allowable of the well or wells
from which the same were, produced shall be and remai@ the propexrty of the
Working Interest O@ers entitled thereto as if the Unit had not been formed
and such Working Interest Owners shall promptly remove same. Any such
Unitized-Substahces not so removed may be sold by the Unit Operator foxr the
account of such Working Interest Owners, subject to the payment ol all royalty
to Royalty Owners under the terms and provisions of the applicable leasec or
leases and other contracts. All such Unitized Substances which are in excess
of the prior allowable of the well or wells from which the same were procucced
shall be regarded and treated the same as Unitized Substances produced aiter
the effective date hereof. If, as of the effective date hereof, any Tract is
| over-produced with relspect to the allowable of the well or wells on that Tracs

and the amount of such over-production has been sold or otherwise disposed oi,
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such over-production shall bei“egarded and included as a part of tae
Unitized Substances produced after the effective date hereof and the
amount thereof charged to such Tract as having been delivered to the
persons enfitled to Unitized Substances allocated to such Tract.

16. ROYALTY SETTLEMENT, The State of New Mexico and all
‘Royalty Owners.who, under existing contracts, -are entitled to take in kird
a share of the Unitized Substances produced from any committed Tract,
shall hereafter be~entitled to take in kind their share of the Unitized
Substances allocated to such Tract, and Unit Operator shall make de-
liveries of such Royalty share taken in kind in conformity with the ap-
plicable éontracts, laws and regulations. Settlement for Royalty Interests
not taken in kind shall be made by Working Interest Owners responsible
therefor under existing contracts, laws and regulations, on or before the
last day of each month -for Unitized Substances produced during the pre-
ceding calendar month; provided, however, that nothing herein contained
shall operate to felieve the lessees of any land from their respective lease
obligations for the payment of any royalties due under their leases except
that said royalties shall be computéd in accordance with the terms of this
agreement.

If gas obtained from lands not subject to this agreement is introduced into
the Unitized For@ation for use in pressure maintenance, stimulation of pro-
duction, or incr;asing ultimate recovery, which shall be in conformity with
a plan first appr;)ved by the Commissivoner and the Commis sion, a like amount
of gas, less appropriate deductions for loss from any cause, may be witia-
drawn from the formation into which the gas was introduced, royalty free as
to dry gas, but not as to the produqts extracted therefrom; provided that such
withdrawal shall be pursuant to such conditions and formulae as may be pre-
scribed or approved by the Commissioner; provided further, that such right of
withdrawal shall terminate on the termination of this agreement. If liquefied

petroleum gases obtained from lands or formations not subject to this agrece-

ment be injectea into the Unitized Formation for the purpose of increasing
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ultimate recovery, which shall be in conformance witllg pla&f{fizfé‘t"a‘pi

proved by the Commissioner, part or all of such liquefied petroleum gases
may be withdrawn royalty free pursuant to such conditions and forraulae as
may be prescribed or aéproved by the Commissioner,

Royalty due on account of State lands shall be computed and paid on
the basis of all Unitized Substances allocated to such lands.

17. RENT_A'I'.. SETTLEMENT., Rentals on State of New Mexico lands
subject to this agreement shall be paid at the rate sp;aciﬁed in the respective
leases, or may be reduced or suspended under order of the Commaissioner
pursuant to applicable la.ws‘ and regulations.

18. CONSERVATION. Operations hereunder aﬁd production of Unitized
Substances shall be conducted so as to provide for the most economical and
efficient recovéry of such substances to prevent waste as defined by State
laws or regulations.

19. DRAINAC_:E. Unit Operator éhall take appropriate and adequate
measures to prevent draiﬁage of Unitized Substances from the committed
Tracts by wells on land not subject to this agreement, or, with consent of the
Commis.sioner and pursuant to applicable regulations, pay a fair and reasonable
compensatory royalty as determined by the Commissioner.

20. 'LEASES AND CONTRACTS CONFORMED AND EXTENDED. Thae
terms, conditiong and provisions of all leases, gubleases, and other contracts
relating to explo;ation, driliing, develo’pmént, or operation for oil, gas, gaseous
substances, sulphur contained in gas, condensate, distillate and all associated
and constituent liquid or liquefiable hydrocarbons in the under lancs committed
to this agreer;ment are hereby expressly mod.ified and amended to the extent
necessary to make the same conform to the proviéions hereof, but otherwise
 to remain in full force and effect; and the parties hereto hereby consent that
the Commissioner ﬂas' to State leases shall by his approval hereof, or by the
ai:proval he‘reo;‘. by his duly authorized representative, does hereby esfablish,

alter, change or revoke the drilling, producing, rental, minimum royalty and
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royalty requirements of State leases committed hereto and the regulations
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in respect thereto to conform said requirements to the provisions of this
agreement, and without limiting the generality of the foregoing, all leases,

subleases, and contracts are particularly modified in accordance with the

following:

(a) The development and operation of lands subject to this agreement
under the terms Hereof shall be deemed full performance of all obligations for
development and dperation with respect to each and every part or separately
owned Tract committed to this agreement, regardless of whether there is any
development of any particular part of or Tract of unitized land, notwithstand-
ing anything to the contrary in any lease, operating agreement or other con-
tract by and between the parties hereto, or their respective predecessors in
interest, or any of them.

(b) Drilling and producing operations performed hereunder upon any
Tract of unitized land will be accepted and deemed to be performed upon and
for the benefit of each and every Tract of unitized land; and no lease shall be
deemed to expire by reason of failure to drill or produce wells situated on the
land therein embraced.

(c) Suspgnsion of drilling or producing operations on all unitizec
lands pursuant to direction or consent of the Commissioner shall be deemed
to constitute such suspension pursuant to such direction or consent as to each
and every Tract of unitized land.

(d) Each lease, suhlease, or contract relating to the exploratiorn,
drilling, develop;:nent or operation for oil, gas, gaseous substances, sulphur
contained in gas,f;‘ondensate, distillate and all associated and constituent
liquid or liquefiajjie hydrdcarbons in and under lands, other than those of the
United States, in lands committed to this agreement, which by its terms might
exXpire prior to thg termination of this agreement, is hereby extended beyond
any such term s¢iprovided therein so that it shall be continued in full force
and effect for anc} during the term of this agreement, as to the land committed
so long as such lease remains subject hereto.

(e) Any lease embracing lands of the State of New Mexico having only

‘a portion of its lands committed hereto shall be segregated as to the portion
committed and ag to the portion not committed and the terms of such lease
shall apply separately as to such segregated portions commencing as of the ef-
fective date hereof. Notwithstanding any of the provisions of this agreement
to the contrary, any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto shall continue in full force and
effect beyond the term provided therein as to all lands embraced in such lease,
if Unitized Substances are discovered and are capable of being produced in
paying quantities from some part of the lands embraced in such lease cornmitted
to this agreement at the expiration of the secondary term of such lease; or if,
at the expiration of the secondary term, the lessee or the Unit Operator .s
then engaged in bona fide drilling or reworking operations on some part of the
lands embraced therein, any such lease shall remain in full force and efiect
so long as such operations are being diligently prosecuted, and if they result
in the production of Unitized Substances, said lease shall continue in full force
and effect as to all of the lands embraced therein, so long thereafter as Unit-
ized Substances are produced in paymg quantities from any portion of said
lands. :
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21. COVENANTS RUN WITH LAND, The covenants herein shall be
construed to be covenants running with the land with respect to the interests
of the parties hereto and their successors in interest until this agreement
terminafes, and any granf, transfer, or conveyance of interest in land or
leases subjectl hereto shall be and hereby is conditioned upon the assump-
tion of all privi]fg‘ges and .obliga.tions hereunder by the grantee, transferee,
or other successi?r in interest. No assignment or transfer of any Working
'Intere st sut;ject l’z‘e'reto sﬁall be binding upon Unit Operator until the first day
of the calendar month after Unit Operator is furnished with the original,
photostatic or certified copy of the instrument of transfer; and no assign-
ment or transfer of any Royalty Interest shall be binding upon the Working
Interest Owner responsibie therefor until the first day of the calendar month
after said Working Interest Owner i.s furnished with the original, photostatic
or certified copy of the instx"ument of transfer.

22. 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 effective as of 7:00 o'clock
a.m. of the first day éf the calendar month next following the approval by
the Commissione;. |

There must ge.an execution or ratification of this agreement and the Unit
‘O,perating Agre.eélent by Working Interest Owners owning a combined Secondary

- Phase Unit Part:;éipation of at least 80 per cent, ar}‘d the execution or ratification
| ’of the agreemer{; by Royalty Owners owning a combined interest of at least 65
per cent of the Iioyait;f Interest, in said Unit Area.

There must be filed at leaét one counterpart of this.agreemem‘: for record
in the office of the County Clerk of McKinley County, New Mexico, by the Unit
Operator.

Unit Operator shall, within thirty (30) days after the effective date of this
agreement, file for record in the office where a counterpart of this agreement
is reéorded, a certificate to the effect that this agreement became effective

according to its terms and stating further the effective date.
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The term of this agreement shall be for and during the time that
Unitized Substances are produced in paying quantities from the Unit Area
and so long thereafter as drilling, reworking or other operations (including
secondary recovery operations) are prosecufed thereoh without cessation
of more tha.n ninety (90) consecutive days, unless qobner terminated by
Working Interest Owners in the manner hereinafter provided.

This agreément may be terminated with the approval of the Land Com-
missioner and thé .Workin’g -'I,nterest Owners owning 75 per cent Unit Parti-
cipation whenever guch Wd::‘king Interest Owners determine that Unit
opérations are no longer‘p'roﬁtable, feasible or in the interest of conserva-
tion. Notice of any such termination shall be given by Unit Operator to all
pa.rtiés hereto.

Upon termina.ti.on‘of this agreement, the further development and opera-
tion of the Unit Area as a Unit shall be abandoned, Unit operations shall
cease, and thereafter the parties hereto shall be governed by the terms and
.provisions of the leases and'contracts affecting the separate .tracts just as
"if this agreement had never been entered into.

If not otherwise c.overed by the leasés unitized under this agreement,
Royalty Ownefs Bereby grant Working Interest Owners a period of six mcnths
after termination of this agreement in which to salvage, sell, distribute or
- otherwise dispose of the personal property and facilities used in connection
with Unit operations.

23. APPEARANCES., Unit Operator shall, after notice to other parties
affected, have the right to appear fér or on behalf of any and all interests af-
fected hereby before the Commission and to appeal from orders issued under
the regulations of said Commission or to apply for relief from anyvof said
regulations or in any proceedings relative to operations before the Commission,
orl other legally constituted authority; providéd, however, that any other in-
terested party shall also have the right at his oz"iitks own éxpens_e to be heard

in any such proceeding.
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24. NOTICES. All notices, demands, objections §¥Dié;tatex{1&énté’ re-
quired hereunder to be given or rendered to the parties hereto shall be
deemed fully given if made in writing and per sonally deiivered to the party
or parties at their‘respe_ctive addresses set forth in connection with the

signatures hereto or to the ratification or consent hereof or to such other

‘address as any such party may have furnished in writing to party sending

" the notice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS., Nothing in this agreement
contained shall be construe;l as a waiver by and party hereto of the right to
assert any legal or constitutional right or defense as to the validity or in-
validity of any law of the State of New Mexico, or regulations issued there-
under in any wa)‘r affecting such party, or as a waiver by any such party of
any right beyond his or its authority to waive.

26, UNAVOIDABLE DELAY. All obligations under this agreement re-
quiring the Unit Operator to commence or continue drilling or to operate on
or to produce Unitized Substances from any of the lands subject to this agree-
fnent shall be _sﬁspended while, but only so long as, the Unit Operator, de-
spite the exercise of due care and diligence, is prevented from complying
with such obligations, in Whole or in part, by strikes, acts of God, Federal,
State, or municipal law or agencies, unavoidable ﬁccidents, uncontrollable

delays in transportation, inability to obtain necessary materials in open

4market, or other matters beyond the reasonable control of the Unit Operator

whether similar to matters herein enumerated or not.

27. LOSS OF TITLE. If any Tract of unitized land ceases to have
sufficient Working Interest or Royalty Interest committed to this agreernent
to meet the conditions of Séctidn 13 because of failure of title to .a.ny party
hereto, such Tract shall be regarded as not committed hereto as of 7:00 a;. m.
on the first day of the calendar month in which such failure of title is finally
determined; provided, however, that no such Tract shall be so ?egarded if

1 . . T 1
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same can be requalified under said Section 13 within ninety (90) days

BOCA

after the date on which such title failure was finally determined. If any such
Tract cannot be 8o requalified, Unit Operator shall recompute the Tract
Participation of each Tract of unitizgd land remaining subject to this agree-
ment so that such.Tra;::t Participations shall remain in the same ratio one

to another. Thereafter, Unit bperator shall revise Ex'hibits'E-'l, E~2 and
E.3 éonformably with su‘ch.recomputation. Each such revised exhibit shall
be effective .at 7:00. a. m on the first day of the calendar month in which
such failure of title is fina.l"ly determined.

If title to a Working Iinterest fails, the rights and obligations of Working

_ Interest Owners by reéson of such faiiure shall be .governed by the Unit
Operating Agreement. If title to a Royalty Interest fails, but the Tract to
~which it relates remains committed to this agreement, the Royalty Owner
whose tit.:lé failed shall not be entitled to participate hereunder insofar as its
participation is'bas;d on such lost Royalty Interest.

In the event of a dispute as to the title to any Working or Royalty Interest,
or other interest subject hereto, payment or delivery on account thereof may
be withheld without liability or interest until the dispute is finally s.ettled;
priovided, that as to State land or leases, no payments of funds due the State
of New Mexico shall be withheld, such funds of the State shall be deposited as
directed by the Commissioner, all to be held as unearned money pending final
settlement of the title dispute and then applied avs. earned or returned in ac-
cordance with such final settlement.

Unit Operator, as such, is relieved from any responsibility for any de-
fect or failure of title hereunder.

28. NONJOINDER AND SUBSEQUENT JOINDER. Any oil or gas interest
within the Unit Area not comn;itted hereto pri}or> to the effective date of this
agreement may thereafter be committed, u1§bn compliance with the applicable

‘provisions of this Section 30 and of Section 13 (TR.ACTS QUALIFIED FOL

PARTICIPATION) by the owner or owners thereof subscribing or consenting
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to this agreementiand, if such uncommitted interest is a working interest,

By the owner of such interest also subscribing to the Unit Operating Agreement.

Such right of{joinder subsequent to the effective date hereof shall be sub-

ject to such requirements or approvals and shall be upon such terms and

conditions as may be agreed to by at least 65 per cent of the then Voting Inter-
: ; _

ests of the Workiflg Interest Owners, and approval by the Commisasioner, with

i
*

appropriate revié‘g’.ons of Exhibits E-1 and E-2, effective as of 7:00 a.m.
on the first day 01; the calendar month next following such agreement by tae
Working Interest Owners,.

After final approval of this agreement, joinder by a non-working interest
owner must be consented' to in writing by the Working Interest Owners com=-
mitted hereto and fesponsible for the payment of any benefits which may
accrﬁe hereunder in behalf °£, such non-working interest.

29. COUNTERPARTS. This agreement mé,y be executed in any number

of countefparts, no one of which needs to be executed by all parties, or it may

be ratified or consented to by separate instrument in writing specifically re-

ferring hereto and shall be binding upon all those parties who have executed

such a counterpart, ratification, or consent hereto with the same force and
e:ffect as if all such parties had signed the same document and regardiess of
whether or not it is executed by all other parties owning or claiming an interest
in the lands within the above described Unit Arga.

30. TAXES. The Working Interest Owners shall render and pay for

their account and the account of the Royalty Owners all valid taxes on or

measured by the Unitized Substances in and under or that may be produced,
gathered and sold from the land subject to this agreement after the effective
date of this agreement, or upon the proceeds or net proceeds derived there-
from. The Working Interest'Owners in each Tract may charge the proper
proportion of said taxes to the Royalty Owners having interests in said Tract,
and may currently retain and deduct sufficient of the Unitized Substances or
derivative produc.:ts. or net proceeds thereof, from the allocated share of each
Royalty Owner to secure reimbursement on1‘ the taxes so paid. No such taxes

LN
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shall be charged to the State of New Mexico or to any lessor who has a
contract with his lessee which requires the lessee to pay such taxes.

In order to avoid title failures which might incidentélly cause the title
to a.VW'orking Interest or Royalty Interest to fail, the owners of (1) the suriace
rights to each committed Tract, (2) severed mineral or royalty interest in -
said Tracts and improvements located on said Tracts not utilized for Unit
Operations shall individually b'e responsible for the rendition and assessment,
for ad valorem tax purpose.s, of all such propert’y, and for the payment of
such taxes‘,- except as other.wise provided in any contract or agreement\ be-
tween such owners and a Working Interest Owner or Owners. If any ad
- valorem taxes are not paid by such owner responsible therefor when due,
Unit Operator may, at any time prior to tax sale, pay the same, redeem
such property and discharge such tax liens as may arise through nonpayment.
In the event Unit Operator makes any such payment or redeems any. such
property from tax sale, Unit Operator shall be reimbursed therefor by the
Working Interest Owners in proportion to their respective Unit Participations
then in effect, and Unit Operator shall withhold from any proceeds derived
from the sale of‘Unitized Subgtances otherwise due to said delinquent tax-
payer or taxpayers an amount sufficient to defray the costs of such payment
or redemption, such withholding to be distributed among the Working Interest
Owners in proportion to their respective contributions toward such payment
or redemption. Such withholding shall be without prejudice to any other remedy,
either at law or in equity, which may be available for exercise by the Uni:
Operatoi‘ or by the Working Interest Owners.

31. CONFLICT OF SUPERVISION, Neither the Unit Operator nor the
Working Interest Owners or any of them shall be éﬁb‘j?ct to any forfeiture,
termination, or expiration of any rights hereunder or ;ﬁd‘er any leases or
contracts subje'ct hereto, or to any penalty or liability on account of delay or
failure in whole or in part to comply with any applicable provisions thereof to
the extent that the said Unit Operator, Working Interest Owners, or any ci

them are hindered, delayed or prevented from complying therewith by reason
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of the failure of the Unit Operator to obtain, in the exerc%ié;/‘of d?ze’dn:gez;:d,
‘the concurrence of proper representatives ;)f the State of New Mexico in and
about any matters or things concerning which it is required herein that such
concurrence be obtained. The parties hereto, including the Commission,

agree that all powers and authority vested in the Commission in anc by any
provisions of this contract are vested in the Commission and shall be exercised
by it pursuant to the provisions of the laws of the State of New Mexico and sub-
ject, in any case, to appeal or judicial review as may now or hereafter be
provided by the laws of the State of New Mexico.

32. NO PAR'I‘NERSH;[P. It is expressly agreed that the relation of the
parties heret§ is that of independent contractors and nothing in tais agreerment
contained, express or implied, or any operations conducted hereunder, shall
create or be deemed to have greated a partnership or association between the
parties hereto or any of them.

33. OIL RESERVATION AGREEMENT, Notwithstanding any other pro-
visions of this agreement to the contrary, each Working Interest Owner re-
serves unto itself and expressly excepts from the provisions and eifect of this
agreement, the oil payment or oil payments applica‘ple to the Unitized Substances

" specified for such Working Interest Owner in the Oil «ﬁ‘é‘servation Agreement
executed by the Working Interest Owners concurrently herewith, subject,
however, to the provisions and terms of said Oil Reservation Agreement. It
is further understood and agreed, however, that the rigﬁts and interests of
Royalty Owners, as set out herein, shall in no manner be affected or altered
by such reservations and exception by Working Interest Owners or by the pro-
visions and terms of said Oil Reservation Agreement.

34. BORDER AGREEMENTS, Subject to the approval of the Commaissioner,
the Unit Oéerator, with concurrence of 85 per cent of the then Voting Interests
of the Working Interest Owners, may enter into a border-protection agreement
or agreements with the working interest owners of lands adjacent to the cem-
mitted Tracts with respect to the operations in the border are for the maximum
ultimate recovery, .conservation purposes and proper protection of the parties

!

in interest. .

- 22 =



L0
BOSK :’0 a6 80
IN WITNESS WHEREOF, the parties hereto ha"»;'e\,,gaused this agree-

ment to be executed as of the date first above written and have set
opposite their respective names the date of execution and the address
of each of the respective executing parties.

UNIT OPERATOR AND WORKING
INTEREST OWNER '

TEXSTAR PETROLEUM COMPANY

" ATTEST:

Sy
/L/ Secretary ! By Q / ,‘//\ s £

G. M. Andreen, Vice-President
Date of Signature:

November ', 1964
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IN WITNESS WHEREOF the parties hereto have caB,used »mEj arol"ee%’

ment to be executed as of the date first above written and have set
opposite their respective names the date of execution and the addrcss
of each of the respective executing parties.

UNIT OPERATOR AND WORKING
INTEREST OWNER

TEXSTAR PETROLELM COMPANY

ATTEST:

)
T \A e

///(//rﬁecreta:y\v ‘ By, 7.

G M. Andreen Vice- Premuenb

Date of Signature:

November 2, 1964

SANTA FE PACIFIC RAILROAD COMPANY

ATTEST: | : | o |
// N

e A

Assistant Secretary

Thoage, = < & on
Preillsnl

Date of Signatur e.%'

December‘B. 1964
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IN WITNESS WHEREOF, the parties hereto have caused this agree-
ment to be executed as of the date first above written and have set

opposite their respective names the date of execution and the address

of each of the respective executing parties.

UNIT OPERATOR AND WORKING
INTEREST OWNER ’

TEXSTAR PETROLEUM COMPANY

/(7 Secretary A e
L G. M. Andreen, Vice-Pres:dent

Date of Signature:

November 2, 1964

Mrs. Ann Egpe Dietz

7017 Zdith Boulevard, N, 2.
Albuquerque, New iMexico
Signature:

e

- - - — -
=

\

\ e

C

Date of Signature:

/%//Z/éf/
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IN WITNESS WHEREOF, the parties hereto have caused this agree-
ment to be executed as‘vof the date first above written and have set
opposite their respéctive names the date of execution and the address
of each of the respective executing parties.

UNIT OPERATOR AND WORKING
INTEREST OWNER '

TEXSTAR PETROLEUM COMPANY

ATTEST:

% . ‘ 7 /‘)' , /; /
/(_/ Secretary g /k,{,/,c_i« il

G. M. Andreen, Vice-President

Date of Signature:

November 2, 1964

Regina G. Hancock
4747 Forman Avenue _
North Hollywood, Califoraia

Signature:
’&/2’ j / /'/ s
/ ’%Mé/ . /QOLC"»' i x ﬁ‘c;u

v
Daté-of Signature:

)
JIovy-1¢ 90 <
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IN WITNESS WHEREOF, the parties hereto have caused this agree-
ment to be executed as of the date first above written and have set
opposite their respéctive names the date of execution and the address

of each of the respective executing parties.

UNIT OPERATOR AND WORXKING
INTEREST OWNER

TEXSTAR PETROLEUM COMPANY

RERIUN I xA'I' TEST:

RIPREE N
Sy /

TN \ i ecretary " By , /j -2 /
A e R 'G. M. Andreen, Vice-Pre esident

AT T

‘Date of Signature:
November 2, 1964
CONSOLIDATED PRODUCTICN CORPCRATION

- ATTEST: Q — .
: / / /.
By (Derin g MALL Lol
o 0

a2 ’L&/
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IN WITNESS WHEREOFT, the parties hereto have caused this agree-
ment to be executed as of the date first above written and have set
opposite their respective names the date of execution and the address

of each of the respective executing parties.

UNIT OPERATOR AND WORKING
INTEREST OWNER

TEXSTAR PETROLEUM COMFANY

BYL_

G M. Andrééﬁ, Vice=President

Date of Signature:

November 2, 1964

B
Cr A (s

~F
e
-
3

rgaket McRae Chaptaan

Datﬁfif;gnature
, e o

AL

R. B, _Hay Chapxpa /

Date Slgna,ture :
' 9(0 k;{
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IN WITNESS WHEREOTF, the parties hereto have caused this agree-
ment to be executed as of the date first above written and have set
opposite their respective names the date of execution and the address

of each of the respective executing parties.

UNIT OPERATOR AND WORKING
INTEREST OWNER

AEL | TEXSTAR PETROLEUM COMPANY

S

Ny 0

S G M Andreen, Vice- res..devm-t

Date of Signature:

November 3, 1964

Renee O'Donchue
60 Lane Place
Atherton, California

Signature:

/;/M'y/,/ ﬂ A Ty

Date of Signature:

Fir 1905
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IN WITNESS WHEREOF, the parties hereto have caused this agree-

ment to be executed as of the date first above written and have set

opposite their respective names the date of execution and the address

of each of the respective executing parties.

.

. ATTEST:

UNIT OPERATOR AND WORKING

INTEREST OWNER

TEXSTAR PETROLEUM COMPANY

“ﬁ[ / >/ Secretary

AT et

Lape >

LNy Y -
11

*"_ Date of Signature:

November 2, 1964

By

; / /
/ / g g
S, V./vé//—v‘-éi/&--\w/

- G. M. Andreen, Vice-President

Mrs., Lwolita L. Csborne
360 Clive Tree Lane
Sierra Madre, Califorzia

- sa /v &2
7 AU / < ~7 ,: -
//( ;| WU u_& A, k (/‘?,‘G 4 /A/l\‘{

-2 o

oy, 20,1 9¢ ¢

Date of Signatuzre
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IN WITNESS WHEREOF, the parties hereto have caused this agree-
_ ment to be executed as of the date first above written and have sct
opposite their respective names the date of execution and the address

of each of the respective executing parties.

UNIT OPERATOR AND WORKING
INTEREST OWNER

‘ TEXSTAR PETROLEUM COMPANY

Secretary By 7~

, . M. Andreen, Vice-Prosident

Date of Signature:

November 2, 1964

Gordon Willard
1218 Fifteenth Avenue, W.

Vancouver, B.C., Canada
Slgnature-v

'/ | Pe ; . N
Vk/& i 7'\\“ !
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IN WITNESS WHEREOZF, the parties hereto have

Pond
T i — f\é
UL

caused this agree-

ment to be executed as of the date first above written and have set

opposite their respective names the date of execution and the address

of each of the respective executing parties.

yor !

O *

ey : <
b j'.'.»: ; S = v
| ”f A L/ X Secretary
AN e S
) 4 A }‘ PG “\\ \\‘\:
Loy

Date of Signature:

November 2, 1964

Date of Signature:

Noveclew 0 (GG

Date of Signature:

Noviedee S, (Ged

- 23 -

UNIT OPERATOR AND WCORKING
INTEREST OWNER

TEXSTAR PETROLEUM COMZPANY

i Fe

T Tl L

G. M. Andreen, Vice-President

‘& ULLCQQY Z L‘Cé«»r—,‘ ,

i

4%

¢
X,

L

FTrustee for the Estate of Robert
B. Moran, deceased.

Edna V. Moran




(Personal Acknowledgment)

STATE OF }

COUNTY OF )]

On this the day of , 19 , personally appeared
before me ' , to me known to be the person
who executed the foregoing instrument as Mineral Owner, and acknowledged
that he executed the same as free act and deed.

T IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

Notary Public

My Commission Expires

(Acknowledgment by Attorney in Fact)

STATE OF . }
COUNTY OF ]

On this the day of , 19 , personally
appeared before me to me known to be the persomn

who executed the foregoing instrument in behalf of
and acknowledged that he executed the same as the i{ree act
and deed of said ‘ T .
IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

Notary Public

My Commission Expires

BOOK 50 PAGEigﬁ

(Acknowledgment by Corporation)

STATE OF Texas )
COUNTY OF . Bexar 0
On this the 2nd  day of November , 19 64 | personally appeared
G. M. Andreen to me personally known, who being by
me duly sworn did say that he is the Vice-President of Texstaw
Petroleum Company and that the seal affixed to the foregoing

instrument is the corporate seal of said corporation, and that said instrument
was signed and sealed in behalf of said corporation by authority of its board
of directors, and said G. M. Andreen acknowledges said
instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

Notary Public

- .. . 6/1/65 HtL.’;i\’ R, PRUMAS
._»_My Commission Expires / . Notary Public, Basar Courty, Ters

- 24 -



STATE OF Texas i
‘ ] i
COUNTY OF Bexar I

On this the 2nd  day of

(Acknowlédgmeﬁt by Corporation)

November , 19 64

wf\ o
B /
/\ ‘\‘

\J\f ll'lL......—‘s—/ G

, personally

appeared G. M. Andreen

who being by me duly sworn did say
of Texstar Petroleum Company

that he is the

to me personally known,
Vice-President

and that the seal

affixed to the faoregoing instrument is the corporate seal of said corporation,
and that said instrument was signed and sealed in behalf of said corporation by

authority of its board of directors, and said

G. M.

Andreen

acknowledges said instrument to be the free act and deed of said corporation.
IN WITNESS WHEREOF, I have hereunto set my hand and affixed my

official seal the day and year in this certificate above written.

i
l

.

Notary Public

Notary Pubiic, Bexa

My Commission Expires = 6/1/65

STATE OF ILLINOIS )
) ss.
COUNTY OF COOK )

1HCE
r Counly

The foregoing instrument was acknowledged before me this Srd

day of December , 19.64 , by

J. L. Stephens

President of the SANTA FE PACIFIC RAILROAD COMPANY, a corporation organized

and existing under and by virtue of an Act of Congress approved March 3,

1897,- on behalf of said corporation.

y/ CO'T.IZ"‘&§ s:Lon explres H

.u December 20 1964

. .
Y.,

I p. T A -
/ e
Lg-i, ;/L,, / Vt.."“‘(_’)v .é/

-
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B0 5@?5€%§n&5 Acknowledgment)

STATE OF 75,/%/,/;4 ]
{

COUNTY OF (upedisty |
On this the ,,-7 day of 77{;;,/ , 19_[///, personally appeared
before me i, Frys gy S » to me known to be the person

who executed the foregoing iAstruments4s Mineral Owner, and acknowledged
that.s he executed the same as /Kz/f/’ free act and deed.

. IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

N ‘ )
\‘ - }I//K\ ZZ la A g é@‘ , A’M/‘n Cym&‘x{ /5‘%2}{2
e HE A 8

S e R ‘ : \, i Notary Public
Ve ca

My Commission Expires J~/a-(
ATTRNTRE 2

, N

tn 807 (Acknowledgment by Attorney in Fact)
STATE OF )
COUNTY OF }

On this the day of , 19 , personally

appeared before me to me known to be the person

who executed the foregoing instrument in behalf of
and acknowledged that he executed the same as the free act
.and deed of said - . ‘

IN WITNESS WHEREOZF, I have hereunto set my hand and afiixed my
official seal the day and year in this certificate above written.

Notary Public

My Commission Expires

(Acknowledgment by Corporation)

STATE OF Texas b
COUNTY OF __ Bexar |
On this the 2nd ‘da.y of November , 19 64 , personally appeared
G. M. Andreen . to me personally known, who being by
me duly sworn did say that he is the Vice-President ___0f Texstar
Petroleum Company and that the seal affixed to the foregoing

instrument is the corporate seal of said corporation, and that said instrument
was signed and sealed in behalf of said corporation by authority of its board
of directors, and said G. M. Andreen .acknowledges said
instrument to be the free act and deed of said corporé”tipn.

IN WITNESS WHEREOF, I have hereunto set my"ha‘pd and aifixed my
official seal the day and year in this certificate above writtén.

o i
Wf e /(/7 s L{;<24<;,/,2@,,{) /

Notary Public

Cioar o Tons
HL..LLH‘ SO Pt Y

; C . O
My Commission Expires _6/1/65 . Notery Pubiic, Bexar County, Texar

- 24 -



(Personal Acknowledgment) .
STATE OF, (04 it | ”

. Y. 7
COUNTY OBXAL Lisr g2 lid
/7
/7,«{,,71)/«{/ , 19/ &Z',’ personally appeared

On this the
before me 2/)////,«, , M/M , to me known to be the Derson
who executed/fhe foregolng instrurpent as Mineral Owner, and acknowledged
that {;__he executed the same as XM free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certifica.7’a’bove written.

T = *Atr*.fﬁ::::ﬁt‘ : /‘

L -AL SEA [al .

CoeT GERTRUDE € WWODLWARD , W ya
I NOTARY PUSLIC - CAL |~“N‘AH . //, e s i

LO5 Aifl”:obggij\}”\(;' ? Notary Pubhc

e e LSRG A TR T S e R

‘ GERTRUDE &, /Llomas
My Commission Exp1res Z{/{ (540

(Acknowledgment by Attorney in Fact) |

7

STATE OF }

COUNTY OF b
On this the day of , 19 , personally
appeared before me: to me known to be the person

who executed the foregoing instrument in behalf of
and acknowledged that __he executed the same as the free act

and deed of said '
IN WITNESS WHEREOF, I have hereunto set my ha.nd and affixed my
official seal the day and year in this certificate above written.

Notary Public

My Commission Expires

(Acknowledgment by Corporation)

[

STATE OF Texas ]

COUNTY OF Bexar )

On this the 2nd day of November , 19 64 | personall ly appeared

G. M. Andreen to me personally known, who being by
me duly sworn did say that he is the Vice-President . of Texstar
Petroleum Company and that the seal affixed to"the foregoin

instrument is the corporate seal of said corporation, and that said instrument
was signed and sealed in behalf of said corporation by authority of its board
of directors, and said G. M. Andreen acknowledges said
instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

el y T : 7 E , e
PR Q(/ e : = MLL{U /i ( )\"f"-’z/c{a"f/t"

Notary Public

~.
, s . 6/1/65 HELEN R. THOMAS
. /My.gpfngp\lssmn Expires _6/1/ Notary Public, Bexar County, Texas
LR \\ NS
vEX '
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(Acknowledgment by Corporation)

STATE OF Texas i
' i
COUNTY OF Bexar i
On this the 2nd  day of November , 19 64 , personally
appeared . G. M. Andreen to me personally known,
who being by me duly sworn did say that he is the <Vice-President
of  Texstar Petroleum Company and that the seal

affixed to the foregoing instrument is the corporate seal of said corporation,
and that said instrument was signed and sealed in behalf of said corporation by
authority of its board of directors, and said G. M. Andreen
‘acknowledges said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

SR : : Nota.ry Pubhc |

S ' ’ ol nOTHNRARG
ST : HELEN R. THOMAS

Notary Public, Bexar Counly, Texes

My'Commission Expires 6/1/65

(Acknowledgment by Corporation)

STATE OF 4/ /jivre i
i
COUNTY OF i jifi0y | .

On this the /7~ = day of .17 ... .. - , 19 .5.'\’.11'/ , personally
appeared . ., T to me personally known,
who bemg by me duly sworn\dld say that he is the o
of e A S e and that the seal affixed

to the foregomg mstrument is the corporate seal of said corporation, and that
said instrument was signed and sealed in behalf of said corporation by authority
of its board of directors, and said .. . - e acknowledges
said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my

official seal the da.y and year 1n thls certificate above written.

\ ~ . .77, /CrL/

RS PP YT

Notary Public =

‘!\\\\i\\!t(,[

1';0 Exp1res /é 54 .

,,,,,,

- 24 _



(Personal Acknowled ment) Z50 ,
; BOIK Y T AL
STATE OF(% %égz e

COUNTY OF

On this the / day of %MJW 19 4 4, personally appeared

before me/ s e, - v , to me known to be the persons
' t as Mineral Owner, and acknowledged
.:;':_{,.tha‘t,,éh xecuted the same as _&fosr  free act and deed.

IR CHR AI WITNESS WHEREOF, I have hereunto set my hand and affixed my
) ofilcmlfsgal the day and year in this certificate above written.
: ;- .;:‘ J:_,//\ 55‘: 6‘ :

e ELIZABETH A. }4cG-CUGH
’\/Iy' Commi¥ SQOW'EQE)&%@S March 8, 1966

(Acknowledgment by Attorney in Fact)

STATE OF : b
COUNTY OF )

. On this the day of , 19 , personally
appeared before me to me known to be the person

who executed the foregoing instrument in behalf of
and acknowledged that he executed the same as the free act

and deed of said
IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

Notary Public

My Commission Expires . ' T

. (Acknowledgment by Corporation)

STATE OF Texas )
COUNTY OF Bexar )
On this the 2nd day of November , 19 64 personally appeared
G. M. Andreen to me personally known, who being 5y
me duly sworn did say that he is the Vice-President: of Taxsiar
Petroleum Company and that the seal affixed to the foregoing

instrument is the corporate seal of said corporation, and that said instrument
was signed and sealed in behalf of said corporation by authority of its board
of directors, and said G. M. Andreen acknowledges said
instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and aifixed my
official seal the day and year in this certificate above written.

) T @5/ / Ayl

Nota.ry Public

6/1/65 HE-;) ;‘:. iR "r‘b}‘

. Notary Pubiic, 3exzr County. Tauss

W

- 24 -



Personal Acknowledgment)

STATE OF (0% , £ ﬂ FALE St 62

arm

COUNTY OF 540 Mp1i, |

On this the // //day of Ns L,ILC,.,) ABLL , 19 &%, personally appeared
before me  LENFLL O/ oan o 4d 1) E , to me known to be the person
. who gxecuted the foregoing instrument as Mineral Owner, and acknowledged
that™ he executed the same as HEL free act and deed.

- &7 IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
' .of.flc;}al seal the day and year in this certificate above written.

Notary Public

P et S SIS DCOOCS
K. V. CHI A RONI
NOTAGY PUSLIC - CALIFORNIA
co e\TY or bA.\ l\‘ATr_O
¥ e lo o sltremy oo s b

MY Commlssmn EXplI‘G‘S{ COMMISSICN ELPIRES JULY 18, 1968

)

(Acknowledgment by Attorney in Fact)

STATE OF .
COUNTY OF 8

On this the @~ day of , 19 , personally
appeared before me to me known to be the pe*smx

who executed the foregoing instrument in behalf of
and acknowledged that he executed the same as the free act

and deed of said
IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

Notary Public

My Commission Expires

(Acknowledgment by Corporation)

STATE OF Texas b
COUNTY OF Bexar 0
On this the 2nd  day of November , 19 64, personally appeared
) G. M. Andreen to me personally known, who being by
me duly sworn did say that he is the Vice-President of Texstar
Petroleum Company and that the seal affixed to the foregoing

instrument is the corporate seal of said corporation, and that said instrument
was signed and sealed in behalf of said corporation by authority of its board
of directors, and said G. M. Andreen acknowledges said
instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

AR
N T
o ”:’/ , %/// K//% £ lla S

AR Notary Public

.

R . : ' FELEl K TRUHAS
My C;orn‘zi/n}smon Expires 6/1/65 . Wotary Public, Bexer Courtv ¥

YN
PeAGY

S
PN

. E*.
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(Personal Acknowledgment)

I T

STATE OF (g /ifer 22/ @ | , S 2
. oK L sy

/ v . U Fetieos
COUNTY OE4, 5 /'*/776‘«’(%{5 § ) '
- s |

',.;,7,“,,‘{ Loy 19 é;/:““-\..,personally appeared

On thls the 4 da ay
before me? //,51 /M_le&f /4,[,, e 4 , to me known to be the person

who executed the foregomg 1nstrum5nt as Mineral Owner, and acknowledged
that <5 he executed the same as _ #2~ free act and deed.

N ) IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
- o fal., sea.l the day and year in this certificate above written.

\\
- f L
"’

T

Vo TN el \«/ 7\ =
S IS Notary PubJ.lcH Clay 5
° eavis

=

4 szx‘Cchmlssxon Explrksg,ﬁ G JGE

YRR

(Acknowledgment by Attorney in Fact)

STATE OF §
COUNTY OF b
On this the day of , 19 , personally

appeared before me to me known to be the person
who executed the foregoing instrument in behalf of

and acknowledged that

he executed the same as the free act
and deed of said

IN WITNESS WHEREOF, I have hereunto set my hand and aifixed my
official seal the day and year in this certificate above written.

Notary Public

My Commission Expires

(Acknowledgment by Corporation)

STATE OF Texas b

COUNTY OF Bexar 0

On this the 2nd  day of November 19 64 , personally appeared

G. M. Andreen to me personally known, who deing by
me duly sworn did say that he is the Vice-President
Petroleum Company

of Texstar
and that the seal affixed to the foregoing
instrument is the corporate seal of said corporation, and that said instrument
was signed and sealed in behalf of said corporation by authority of its board
of directors, and said G. M. Andreen acknowledges said
instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

XA o, : | ;o

e Notary Public
T Xz
o \ N 'LUE 6 N HELER R, TRCMAS
A 1 65 . iLn._'u "'LJIJ AS
MY C:ogammsxon Expires _6/1/ Notary Public, Bexar County, Vexes
] ?,.‘ .‘r\\ ‘ .
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BOOK RB ’ﬁiel‘sjoﬁul Acknowledgment)

S TR

| STATE OF B i

COUNTYOF [ 0 - ..

On this the -~ day of /0,190 ,‘““‘:"personally appeared
before me s N , to me known to be the person
who executed the foregomg 1nstrument as Mineral Owner, and acknowledged
that he executed the same as Y free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

P : e Erovhigg 0; ‘DH;S’r N
My Commission Expires -, LT RRM

(Acknowledgment by Attorney in Fact)

STATE OF §
COUNTY OF b

On this the day of , 19 , personally ,
appeared before me to me known to be the nerson

who executed the foregoing instrument in behalf of
and acknowledged that he executed the same as the free act
and deed of said \
IN WITNESS WHEREOZF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

Notary Public

My Commission Expires

{Acknowledgment by Corporation)

STATE OF Texas )
'COUNTY OF Bexar )
On this the 2nd day of November , 19 64 | personally appeared
"G. M. Andreen to me personally known, who being by
me duly sworn did say that he is the Vice-President of Texstar
Petroleum Company and that the seal affixed to the foregoing

instrument is the corporate seal of said corporation, and that said instrument
was signed and sealed in behalf of said corporation by authority of its board
of directors, and said G. M. Andreen acknowledges said
instrument to be the free act and deed of said corporation.
IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
~official seal the day and year in this certificate above written.

RN
RN

O\/‘J%&/U / /;L:/;t/; ol

Notary Public

: . 6/1/65 HELER R. THUMAS
\/LYL(‘;D\IfnmISSIOn Expires ' Notary Public, Bexar County, Texas
S AR ING ‘

-~ 24 -



(Personal Acknowledgment)

) 2o, I R
STATE OF caccrerain it U

COUNTY OF iLe¢s apceces |

On this the 7¢fc day of Aovsvpep , 1944 K,“"A--.personally appeared
before me (i ;i,mam R, MoRAY ol EPip V. Megas L0 me known to be the perscnu
who executed the foregoing instrument as Mineral Owner, and acknowledged
that -The executed the same as 142, free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

‘Notary/Public ..

My Commis sion Expires

(Acknowledgment by Attorney in Fa.ct)

STATE OF }
COUNTY OF b

On this the day of , 19 ) personally’
appeared before me to m/known to be the person

who executed the foregoing 1nstruQent in beh,a.lf/of/
and acknowledged that\_/__he executed the same as the free ac:
and deed of said - S :
IN YKV@ESS’WHEREOF I have hereﬁ‘rt;{set my hand and affixed my
official seal the day and year in this certificate above written. :

R

e L, T e e LT T T e T

Notary Public .

My Commission Expires

{Acknowledgment by Corporation)

STATE OF Texas ]

COUNTY OF Bexar )

On this the 2nd  day of November , 19 64 | personally appeared

G. M. Andreen to me personally known, who being by
me duly sworn did say that he is the Vice-President of Texsiaw
Petroleum Company and that the seal affixed to the foregoing

instrument is the corporate seal of said corporation, and that said instrument
was signed and sealed in behalf of said corporation by authority of its board
of directors, and said G. M. Andreen acknowledges saic
instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written,

LTk , Notary Public

HELER R, AS

’ MY.,.Qbmmission Expires _6/1/65 . Notary Pubiic, Buh C unyy, Texes

U
o

- 24 -




50 el
BOOK PR ‘“FRTIFICATE OF APPROVAL
COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

HOSPAH FIELD UNIT
McKINLEY COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, the attiached
Agreement for the development and operation of acreage which is
described within the attached Agreement, dated November 1L, 1854 R
which has been executed or Is to be executed by parties owning and
holding oil and gas. leases and royalty interests in and under the
property described, and upon examination of said Agreement, the Com~
missioner finds:

(a) That such agreement will tend to promote the
conservation of o0il and gas and the better
utilization of reservoir energy in sald area.

(b) That under the proposed agreement the State
of New Mexico will receive its fair share of
the recoverable oil or gas in place under its
lands in the area.

(¢) That each beneficiary Institution of the State
of New Mexico will receive its fair and equi-
table share of the recoverable oil and gas
under its lands within the area.

(d) That such agreement is in other respects for
the best interests of the state, with respect
to state lands.

NOW, THEREFORE, by virtue of the authority conferred wgon nme
under Sections 7-11-39, 7-11-40, 7-11=41, 7-11-47, 7=11=148, Xcw Mexico
Statutes Annotated 1953 Compilation, I, the undersigned, Comzissioner
of Public Lands of the State of New Mexico, for the purpose of more
properly conserving the oil and gas resources of the State, ¢o hereby
consent to and approve the said Agreement, and any leases embracing
lands of the State of New Mexico within the area shall be and the
same are hereby amended to conform with the terms thereof, and shall
remain in full force and effect according to the terms and conditions
of said Agreement. This approval is subject to all of the provisions
of the aforesaid statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed,
with seal affixed, this 6th day of Novembexr 19 64

I e ) omimi(s ioneg/of Public Lands

of the State of Negw Mexico




EXHIBIT "A"

=g 2% o~ ey

LEASE DESCRIPTION Sith O oo/

Santa Fe (Hurst) Lease (No. 3487)

Oil and Gas Lease dated November 23, 1923, by and between the Santa Fe
Pacific Railroad Company, a corporation, Lessor, and Paul C. Hancock,
Lessee, covering 687,80 acres situated in McKinley County, New Mexico,
to wit: "

All of Section One (1), Township Seventeen (17) North,
Range Nine (9) West of the New Mexico Meridian,

and amended by Supplemental Agreement dated August 15, 1941 by said
Lessor and Petroleum Productls Corporation, Lessee."

Santa Fe (Osborne) Lease {(No. 7668)

Oil and Gas Lease dated February 1, 1938 by and between the Santa Fe Pacific
Railroad Company, a corporation, Lessor, and Clarence B. Osborne, et al,
Lessee, covering 189.47 acres situated in McKinley County, New Mexico,

to wit:

All of Lots Two (2), Three (3) and Four (4), and the East
half of the Southwest Quarter (E/2 SW/4) of Section Thirty-
one (31), Township Eighteen (18) North, Range Eight (8) West
of the New Mexico Meridian.

-

State of New Mexico (No. 662) Lease

Oil and Gas Lease dated October 20, 1922 by and between the State of New
Mexico (acting through its Commissioner of Public Lands) Lessor, and Theo
N. Espe, Lessee, insofar and only insofar as said Lease covers 440 acres of
land situated in McKinley County, New Mexico, to wit:

The Southeast Quarter of the Southwest Quarter (SE/4 SW/4)

and the Southwest Quarter of the Southeast Quarter {(SW/4 SE/4),
the South half of the Northeast Quarter (S/2 NE/4) and the North
half of the Southeast Quarter (N/2 SE/4) and the Southeast Quarter
of the Southeast Quarter (SE/4 SE/4),the South half of the North-
west Quarter (S/2 NW/4) and the Northwest Quarter of the North-
east Quarter (NW/4 NE/4) and the Northeast Quarter of the North-
west Quarter (NE/4 NW/4) ALL in Section Thirty-six (26), Town-
ship Eighteen (18) North, Range Nine (9) West of the New Mexico
Meridian.

State of New Mexico (B-1276) Lease

Oil and Gas Lease dated October 20, 1932 by and between the State of New.

" Mexico {acting through its Commissioner of Public Lands) Lessor, and P. L.
Nichol, Lessee, insofar and only insofar as said Lease covers 120 acres of
land situated in McKinley County, New Mexico, to wit:

The West half of the Southwest Quarter (W/2 SW/4) and the North-
east Quarter of the Southwest Quarter (NE/4 SW/4) ALL in
Section thirty-six (36), Township Eighteen (18) North, Range

Nine (9) West of the New Mexico Meridian.
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EXHIBIT A

e ¢
poo U rﬁéﬁﬂ@g LEASE OWNERSHIP

Tract No., 1.- .ta.tevof New Mexico Lease No. B-1276
W/2SW/4, NE/4SW/4o0fSec 36, T18 N, R9 W

Owner Interest
. . State of New Mexico . 12500 R1

Land Commissioner's QOffice
P. O. Box 791
Santa Fe, New Mexico

Consolidated Production Corp. . 01200 ORRI
Room 420, 14 North Robinson - ’
° Oklahoma City, Oklahoma ‘
. "Renee O ' Donohue ‘ A .00300 ORRZ
60 Lane Place '
Atherton, California

Margaret McRae Chapran | ©.0060¢ ORRI
+ 685 Park Lane :

] Montecito, Santa Barbara, Calii.

Gordon Willar .00900 ORRI
1218 Fifteentn Avenue, W.

~

Vancouver, B.C., Canada

Ann Espe Dietz » . 06000 ORRI
7017 Edith Boulevard, N.I&.
Albuquerque, New Mexico

Texstar Petroleum Company . 78500 WI
2000 National Bank of Commerce Sidg.
San Antonio, Texas

Txact No. 2 - State of New Mexico Lease No. 662, Part A
' SE/4 SW/4 & SW/4 SE/4 0of Sec 36, T18 N, RG W

Owner . Interest
tate of New Mexico . 12500 RI

Land Commissioner's Qffice
P, O. Box 791
Santa Fe, New Mexico

Ann Espe Dietz : . 02500 ORRI
7017 Edith Boulevard, N.XE.
Albuquerque, New Mexico

Renee O ' Donohue . 0030C ORRE
60 Lane Place : ‘
Atherton, California

Consolidated Production Corp. .0120C ORRI
Roorm 420, 14 Noxrth Robinson -
Oklahoma City, Oklahoma



Tract No. 2 (con't)

Owner

Gordon Willard
1218 Fifteenth Avenue, W.
Vancouver, B.C., Canada

Margaret McRae Chapman
685 Park Lane

Montecito, Santa Barbara, Calif.

Texstar Petroleum Company

ne if: ﬁ,m’f\:
BODK  CU Lo

Interest

. 00900 ORRI

. 00600 ORRI

. 82000 WI

2000 National Bank of Commerce Bldg.

San Antonio ,, Texas

Tract No. 3 - State of New Mexico Lease No. 662, Part B
. - S/2 NE/4, N/2 SE/4 & SE/4 SE/4 of Sec 36, TI8 N, R9 W

’

QOwner

State of New Mexico

Land Commissioner's QOffice
P. O. Box 791

Santa Fe, New Mexico

Consolidated Production Corp.

-Room 420, 14 North Robinson

Oklahoma City, Oklahoma

Gordon Willard
1218 Fifteenth Avenue, W.
Vancouver, B.C., Canada

Margaret McRae Chapman
685 Park Lane

Montecito, Santa Barbara, Calif.

Renee O ' Donohue
60 Lane Place
Atherton, California

Ann Espe Dietz
7017 Edith Boulevard, N.E.
Albuquerque, New Mexico

-Lolita L. Osborne

360 Olive Tree Lane
Sierra Madre, California

Texstar Petroleum Company

Interest

. 12500 RI

. 01200 ORRI

. 00900 ORRI

. 00600 ORRI

. 00300 ORRI

. 01000 ORRI

. 01000 ORRI

. 82500 WI

2000 National Bank of Commerce Bldg.

San Antonio, Texas




Tract No.

o 20 wme210°

Tract No. 4 -

5

State of New Mexico Lease No. 662, Part C

S/2 NW/4, NW/4 NE/4, NE/4 NW/4 of Sec 36, T 18 N, R 9 W

Ovmer ‘ Interest
State of New Mexico ' ' . 12500 RI

Land Commissioner's Office
P. O. Box 791

Santa Fe, New Mexico
Consolidated Production Corp. . 01200 ORRI
Room 420, 14 North Robinson
Oklahoma City, Oklahoma
Renee O ' Donohue . 00300 ORRI
60 Lane Place

Atherton,. California

Gordon Willard
1218 Fif'.teen.th Avenue, W.
Vancouver, B.C., Canada

. 00900 ORRI

Margaret McRae Chapman . 00600 ORRI
685 Park Lane

Montecito, Santa Barbara, Calif.

Lolita L. Osborne
360 Qlive Tree Lane
Sierra Madre, California

.01000 ORRI

Ann Espe Dietz
7017 Edith Boulevard, N.E.
Albuquerque, New Mexico

.0100C ORRI

Texstar Petroleum Company . 82500 WI
2000 National Bank of Commerce Bldg.
San Antonio, Texas

Santa Fe Railroad Company Lease No. 3487

Sec,

1, T1ITN, R9W

Owner ’ Interest

Santa Fe Pacific Railroad Company . 12500 RI
Office of Land Commissioner C

4549 Produce Plaza

Los Angeles 48, California

Lolita L.. Osborne . 01000 ORRI
360 Olive Tree Lane
Sierra Madre, California

"Consolidated Production Corp. . 01200 ORRI

Room 420, 14 North Robinson
Oklahoma City, Oklahoma -

Renee O ' Donohue . 00300 ORRI
60 Lane Place ‘
Atherton, California

Gordon Willard . 00900 ORRI

1218 Fifteenth Avenue, W.
Vancouver, B.C., Canada

-4 .



- Santa F

300K

Owner

Margazret McRae Chapman
685 Park Lane
Montecito, Santa Barbara, Calif.

4

Texstar Petroleum Company

2000 National Bank of Commerce Bldg.

e

San Antonio, Texas

e Railroad Company Lease No., 7668

= ~ 0 .

H v AL A
h:}i DAL ,4' I
U rAul i i

.83500 WI

Lots 2, 3 & 4, E/2 SW/4, Sec. 31, T18N, R8 W

Owner

Paciiic Railroaa Company
Land Commuissioner

Production Corp.
3, .4 North Robinson

Calif,
Regina G. Hancock
4747 Forman Avenue

North Hollywood, California

Estate oi Rovert B. Moran

O
ot}
b
o
[z}
@]
H
o]
[
&

Texstar Petroicum Company
2000 National Bank of Commerce
San Antcnic, Toexas

Gordon Willard
1218 Fiiteenth Avenue, W.
Vancouver, B. C., Canada

Renee O'Donohue
60 Lane Place
Atherton, California

)

Bldg.

Tom s mne o o
LnTeresc

——

. 12500 RI/

/

.00600 ORRI
. 00300 OXRRI

. 02083 ORRI

02083 ORRLI

02084 ORRI

.

. 79750 WI

. 004500 ORKI

. 001500 ORRI
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EXHIBIT “"E-1"

Uzl
PART I it
SEVEN LAKES SAND UNIT TRACT FACTORS
Tract Gross Tt
Number Lease Name Lease Description Acre Feet Feactor
1 State of New Mexico W/2SW/4, NE/4 20.27 $5.32030
(Wilson) SW/4 of Sec 36,
" Lease No. B-1276 TI18N, R9W
2 State of New Mexico SE/4 SW/4 & SW/4 562.72 5.4513
Lease No. 662 . SE/4 of Sec 36,
Part A TI8N, R9W
3 State of New Mexico S/2 NE/4, N/2 164,42 1.8667
Lease No, 662 SE/4 & SE/4 SE/4
Part B / of Sec 36, T8 N,RI9 W
4 State of New Mexico S/2 NW/4, NW/4 NE/ 4, -0- -o-
Lease No. 662 NE/4 NW/4 of Sec 36,
Part C ' T18N, R9W
Total State Leases 753,41 3.6G10
5 Santa Fe Railroad Sec 1, T 17 N, 7,915.42 G1.3090
Lease No. 3487 Row
6 Santa Fe Railroad Lots 2, 3 & 4, -o- ~0-
(Osborne) _ E/2 SW/4 of Sec 31,
Lease No. 7668 T18N, R8 W
Total Santa Fe Railroad Leases 7,915.42 §1.3C90
Grand Total : 8,668.83 100.0000
PART 1I
UNIT PARTICIPATION OF WORKING-INTEREST OWNEZRS sk
Tract Unit Pariicization
Number Tract Factor Working Interest W.I. Owner
i 0.3030 0.78500 C. 2378
2 6.4913 0. 82000 5.3229
3 1.8967 _— ‘ 0.82500 1.5648
4 0.0000 A 0. 82500 0.00GC0
5 91.3090 0.83500 76. 2430
6 0.0000 . 0,79750 0.00G58
100.0000 83.3685

% As per cent of Gross Acre Feet
s All workinge interest owned by Texstar



EXHIBIT "E-2"

‘ Lo R
B s0- Pt [ e (PARTI e

HOSPAH SAND UNIT TRACT FACTORS<c " ro.  Z7 7

e =
Tract Floodabie Troce
Number Lease Name : Lease Description Acre Teet Facior *
1 State of New Mexico W/2SW/4, NE/4 : 850. 87 4, 5972
{Wilson) SW/4 of Sec 36,
Lease No. B-1276 TI18N, R9 W
YA State of New Mexico SE/4 SW/4 & SW/4 3,386.44 18,6645
Lease No. 662 : SE/4 of Sec 36,
Part A TI8N, R9 W
3 State of New Mexico S/2 NE/4, N/2 3,669.55 20,2575
Lease No. 662 SE/4 & SE/4 SE/4
Part B / of Sec 36, T18 N, R9 W
4 « State of New Mexico S/2 NW/4, NW/4 NE/4 -0~ -0-
Lease No. 662 NE/4 NW/4 of Sec 36,
Part C T18N, R9 W
Total State Leases 7,906. 86 L3, 8454
5 Santa Fe Railroad Sec 1, T 17 N, 9,823.7:2 S4.2322
Lease No. 3487 RoOWwW :
6 Santa Fe Railroad Lots 2, 3 & 4, 383.63 2.1:95
(Osborne) , & E/2 SW/4 of
Lease No. 7668 Sec 31, T,8 N,R 8 W
Total Santa Fe Railroad Leases 10, 207, 64 38.520¢
Grand Total : 18,114.5¢C iCG.GGO0
PART 1I

UNIT PARTICIPATION OF WORKING INTEREST OWNIRS %

Tract Unit Pariicination
Number Tract Factor Working Interest W.I. Owner

1 4.6972 0.78500 5.687:2

2 18. 6946 0.82000 15,3256

3 20.2575 - 0.82500 16,7124

4 0.0000 0.82500 0.0000C

5 54,2312 : 0.83500 4£5. 2830

) 2.1195 ‘ - 0.79750 1.69C3

100.0000 82.70z2&

“ As per cent of Floodable Acre Feet
#% All working interest owned by Texstar
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
HOSPAH UNIT AREA

McKINLEY COUNTY, NEW MEXICO

THIS AGREEMENT entered into as of the first day of

, by and between the parties subscribing, ratifying, or

consenting hereto, and herein referred to as the “"parties hereto, "
g P

WITNESSETH:

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

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by law (Volume 2, Chapter 7, Article II, New Mexico
Statutes, 1953 Annotated) to consent to and approve the development or opera-
tion of State lands under agreements made by lessees of State land jointly or
severall.y with other lessees where such agreements provide for the unit
operation or development of part of or all of any oil or gas pool, field or
area; and

WHEREAS, the Commissioner of Public Lands of the State of New Meaxico
/ is authorized by an Act of the Legislature (Sec. 1, Chap. 162, Laws of 1951;
Chap 7, Art. II, Sec 41, N. M. Stats. 1953 Annot.) to amend with the approval
of lessee, evidenced by the lessee's execution of such agrement or otherwise,
any oil and gas lease embracing State lands so that the length of the term of
said lease may coincide with the term of such a.g‘reements for the unit opera-
tion and development of part or all of any oil or gas pool, field or area; and

WHEREAS, the Oil Conservation Commission of the State of New Mexico
{5 authorized by law (Volume 9, Part 2, Chapter 65, Article 3, New Mexico
Swotutes, 1953 Annotated) to approve this agreement and the conservation

~rovisions hereof; and



WHEREAS, the parties hereto hold sufficient interests in the Hospah
Unit Area covering land hereinafter described to give reasonably effective
control of operations therein; and

‘WHEREAS, it is the purpose of the parties hereto. to enable institution
and consummation of secondary recovery operations, to conserve natural
resources, prevent waste and secure other benefits obtainable through
development and operation of the Hospah Unit subject to this agréex;dgnt under
the terms, conditions and limitations herein set forth.

NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their respective
interests in the "Unit Area' and the "Unitized Formation'" lying thereunder
(as those terms are defined hereinafter) and agree severally among themselves
as follows:

1. ENABLING ACT AND REGULATIONS. The oil and gas operating
regulations in effect as of the effective date hereof governing drilling and
producing operations not inconsistent with the terms hereof or the laws of the
State of New Mexico are hereby accepted and made a part of this Agreement.‘

2. DEFINITIONS. For the purpose of this agreement, the following
"ce:rms and expressions as used herein shall mean:

(a) "Commission" means the Oil Conservation Commission of
the State of New Mexico. :

(b) '"Commissioner'" means the Commissioner of Public Lands o:
the State of New Mexico.

{c} "Royalty Interest" or '"Royalty' means an interest other than a
Working Interest in or right to receive a portion of the Unitized Substances
or the proceeds thereof and includes the royalty interest reserved by the
lessor by an oil and gas lease and any overriding royalty interest, ¢il payment
interest, net profits contract, or any other payment or burden which does not
carry with it the right to search for and produce Unitized Substances.

(d) "Royalty Owner' means the owner of a Royalty Interest.

{e) '"Tract' means each parcel of land described as such and given
a Tract number in Exhibit A.

(fy "Tract Participation'' means the percentage of Unitized Substances
wliocated to a Tract under this agreement as shown in Exhibit B.



{g) "Unit Area" means the land shown on Exhibit B and described

by Tracts in Exhibit A, containing ¥RP@R acres.
Jod e T

{h) "Unit Operating Agreement' means any agreement or agreements,
whether one or more, entered into either separately or collectively by and be~
tween the Unit Operator and the Working Interest Owners, as provided in
Section 9, ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT,
and shall be styled "Unit Operating Agreement for the Development and

Operation of the Hospah Unit Area, County of McKinley, State of New Mexico.

(i) "Unit Participation' means the sum of all Tract Participations
or portions therepof which a party is entitled to receive. See Exhibits E-1,
Z-2and E-3. ”

(i) "Unitized Formation'" means the Seven Lakes and Hospah Gallup
Formations, same being those heretofore established underground reservoirs
encountered in the drilling by Petroleum Products Refining and Producing Co.
of its Hurst No. 51 well at the depths of approximately 313 feet and 1,533 feet
respectively below the Kelly bushing, which said well is located in the C of the
NW/4 of NE/4 of Section 1, T-17-N, R-9-W, McKinley County, New Mexico.

(k) "Unitized Substances' means all oil, gas, gaseous substances,
sulphur contained in gas, condensate, distillate and all associated and con-
stituent liquid or liquefiable hydrocarbons within or produced from the Unitized
Formation. T

(1) "Voting Interest" means the right to search for, produce and
acquire Unitized Substances whether held as an incident of ownership of min-
eral fee simple title, under an oil and gas lease, or otherwise.

(m) "Working Interest Owner' means any party hereto owning a
Working Interest, including a carried working interest owner, holding an in-
terest in Unitized Substances by virtue of a lease, operating agreement, fee
titie or otherwise, which 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 and producing the Unitized Substances from
the Unitized Formation and the operation thereof hereunder. The owner of:
oil and gas rights which are free of lease or other instrument conveying the
Working Interest to another shall be regarded as a Working Interest Owner
to the extent of seven-~-eighths (7/8) of his interest in Unitized Substances,
and as a Royalty Owner with respect to his remaining one -eighth (1/8) interest
therein.

3. EXHIBITS. Attached hereto as Exhibit B is a map showing to the
extent known to Unit Operator, the Unit Area and the boundaries and identity
of Tracts and leases in said Unit Area. Attached hereto as Exhibit A is a
schedule showing to the extent known to Unit Operator the acreage comprising

Tract and the ownership of each interest owner in each Tract. However,

W

acCl

»-

nothing herein or in said schedule or map shall be construed as a representa-
tion by any party hereto as to the ownership of any interest other than such

interest or interests as are shown in said map or schedule as being owned



owned by such party. Attached hereto as Exhibits E-1 and E-2 are
schedules showing in Part I thereof the Tract Participation of each
Tract in the Unit Area and in Part II éhereof the Unit Participation of
each Working Interest Owner. Said schedules E-1 and E-2 shall be-
come effective at 7:00 a. m. on the effective date of this agreement.

It is hereby a.greed‘ by all parties to this agreement that Unit
Operator is empowered to correct any mathematical or clerical errors
which may exist in the pertinent exhibits to this agreement; provided,
however, that correction of any error other than correction of a mathe-
matical or clerical error shall be made by Unit Operator only after first
naving obtained approval of Working Interest Owners and the Commissioner.

Zxhibits A, B, C, D, E-1 and E-2 shall be revised by Unit Oparator
wnenever changes render such revision necessary, and at least twa

copies of such revision shall be filed with the Commissioner.

4. EXPANSION OF UNIT AREA. The above described Unit Area
) may, when practicable, be expanded to include therein any additional‘tract
or tracts regarded as reasonably necessary or advisable for the purposes
oi this agreement, whenever such expansion is necessary or advisable to
conform with the purposes of this agreement. Tract Participations re-
suiting from such expansion shall be on a negotiated basis and, after agree-
ment between the affected parties has been reached, such expansion shall
be effected in the following manner:

{a) Unit Operator, with concurrence of at least 80 per cent of
the then Voting Interests and after preliminary concurrence, the Commis-
sioner and the Commission, shall prepare a notice of proposed expansion de-
scribing the contemplated changes in the boundaries of the Unit Area, the

ceasons therefor, and the proposed effective date thereof, preferably the

Jirst day of a month subsequent to the date of notice.



(b) Said notice shall be delivered to the Commissioner and
the Commission, and copies thereof railed to the last known address
of each Working Interest Owner, lessee, and lessor whose interests are
ected, advising that 30 days will be allowed for submission to the Unit
Cperator of any objections.

(¢) Upon expiration of the 30-day period provided in the

receding item (b) hereof, Unit Operator shall file with the Commissioner

78

and the Commission evidence of mailing of the notice of expansion and a
copy of any objections thereto which have been filed with the Unit Opera-
tor, together with an application in sufficient number for approval of
such expansion and with appropriate joinders.

(d) After due consideration of all pertinent information, the
expansion shall, upon approval by the Commissioner and the Commission,
become effective as of the date prescribed in the notice thereof.

In any approved expansion of the Unit Area, the revised Tract Parti-
cipations oif those Tracts which were committed prior to each such

expansion shall remain in the same ratio one to another.

5. UNITIZED LAND AND UNITIZED SUBSTANCES, All oil, gas,

yaseous substances, sulphur contained in gas, condensate, distillate and

o

1

il associated and constituent liquid and liquefiable hydrocarbons in the

sy

iancs committed to this agreement are, as to the Seven Lakes and tae
Hospah Gallup Formations, unitized under the terms of this agreement
\anc¢ are herein called Unitized Substances) and said lands shall constitute

lands referred to herein as '"unitized land" or '"land subject to this agree-

ment. '



6. UNIT OPERATOR., Texstar Petroleum Company is hereby
Gesignated as the Unit Operator and b.y signature hereto as Unit Operator
agrees and consents to accept the duties of Unit Operator for the develop-
ment and production of Unitized Substances as herein provided. . Whenever
reference is made herein to the ""Unit Operator,' such reference means
the Unit Operator acting in that capacity and not as an owner of interest
in Unitized Substances, and the term "Working Interest Owner" when
used herein shall include or refer to Unit Operator as the owner of a

Working Interest when such interest is owned by it,

7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit
Operator shall have the right to resign at any time, but such resignation
shall not become effective so as to release Unit Operator from the duties
and obligations of Unit Operator and terminate Unit Operator's rights as
such for a period of 6 months after notice of intention to resign has been
served by Unit bperator on all Working Interest Owners and the Commis-
sioner and the Commission, and until all wells then drilled hereunder are
placed in satisfactory condition for suspension or abandonment, whichever
is required by the Commission as to State Lands, unless a new Unit Operator
shall have been selected and approved and shall have taken over and assured
tae cduties and obligations of Unit Operator prior to the expiration of said
period.

The resignation of Unit Operator shall not release Unit Operator from
any liability or default by it hereunder occurring prior to the effective date

oi its resignation.



The Unit Operator may, upon default or failure in the performance
of its duties or obligations hereunder, be subject to removal by affirmative
vote of at least 75 per cent of the Voting Interests. Such removal shall be
eifective upon notice thereof to the Commissioner.

In all such instances of resignation or removal, until a successor
Unit Operator is selected and approved, as hereinafter provided, the
Working Interest Owners shall be jointly responsible for the performance
of the duties of Unit Opera.t-or and shall, not later than 30 days before such
resignation or removal becomes effective, appoint a common agent to represent
them in any action to be taken hereundef.

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 interests in Unitized Substances, but upon the resignation or removal
of Unit Operator becoming effective, such Unit Operator shall deliver posses-
sion of all equipment, materials, and appurtenances used in conducting the
~ Unit operations owned.by the Working Interest Owners to the new duly qualified
successor Unit Operator, or to the owner thereof if no such new Unit Operator
is elected, to be used for the purpose of conducting Unit operations hereunder.
Nothing herein shall be construed as authorizing removal of any material,
equipment and appurtenances needed for the preservation of any wells.

8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
tender his or its resignation as Unit Operator, of shall be removed as
hereinabove provided, the Working Interest Owners shall, by affirmative
vote of at least 75 per cent of the Voting Interests, seiect a successor Unit
Operator; provided, however, that should any Working Interest Owner own a
Voting Interest of more than 25 per cent, the vote of said party shall not
serve to disapprove the selection of a new Unit Operator approved by 80 per
~cent. or more of the Voting Interests of the remaining Working Interest Owners

and provided, further, that the Unit Operator shall not vote to succeed itself

and its Voting Interest shall not be counted in a vote concerning its removal
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.as tne Unit Operator. Such selection shall not become effective until

{a) a Unit Operator so selected shall accept in writing the duties and res-
ponsibilities of Unit Operator, aﬁd (b) the selection shall have been approved
by the Commissioner. If no successor Unit Operator is selected and quali-
iled as herein provided, the Commissioner may, at his election, declare
this Unit Agreement terminated.

9. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT,
All costs and expenses incurred by Unit Operator in cgnducting Unit operations
nereunder shall be apportioned among, borne and paid by the Working Interest
Owners, all in accordance with this agreement and the Unit Operating Agree-
ment. The Unit Operating Agreement shall also provide the manner in which
the Working Interest Owners shall be entitled to receive their respective pro-
portionate and allocated share of the benefits accruing hereto in conformity
with their underlying operating agreements, leases, or other independent
contracts and such other rights and obligations as between Unit Operator and
the Working Interest Owners as they may agree upon. However, the Unit
Operating Agreement shall not be deemed either to modify the terms and con-
ditions of this Unit Agreement or to relieve the Unit Operator of any right or
obligation established under this Unit Agreement; in case of any inconsistency
or conflict between the Unit Agreement and the Unit Operating Agreement,
this agreement shall prevail. One true copy of any Unit Operating Agreebment
shall be filed with the Commissioner.

10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Exceptas other-
wise specifically provided herein, the exclusive right, privilege, and duty of
exercising any and all rights of the parties hereto (including surface rights)
which are necessary or convenient for the prospecting for, producing, storing,
allocating, and distributing the Unitized Substances, are hereby granted and
delegated to and shall be exercised by the Unit Operator as herein provided.
Upon request th:erefor, acceptable evidence of title to said rights shall be
Geposited with said Unit Operator and, together with this agreement, shall

constitute and define the rights, privileges, and obligations of Unit Operator.



Nothing herein, however, shall be construed to transfer title to any land,
icase, Royalty Interest, operating agreement or communitization agree-
ment, it being understood that under 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.

11. PLAN OF FURTHER DEVELOPMENT AND OPERATION, Within
& months after the effective date of this agreement the Unit Operator will
begin creating and installing the wells and equipment necessary to the
proposed peripheral waterflood of the Hospah Gallup sand. Within\ Z years
afier the effective date 'of this agreement the Unit Operator will undertake
a program to acquire specific information necessary to the proper design
and installation of fluid injection into the Seven Lakes Sand. Once started,
each project will be pursued to completion with such diiigence as is con-
sistent with engineering feasibility and prudent operations.

i2. PARTICIPATION. Exhibits E-1 and E-2 show the percentages
of participation to which gach Tract shall be entitled if all Tracts within
_the Unit Area are committed as of the effective date of this agreement (the
qualifications necessary for inclusion of a Tract being set forth in Section
13 hereof)., If less than all Tracts within the Unit‘Area are committed as of
the effective date of this agreement, Unit Operator, with approval of the
Working Interest Owners, as soon as practicable after the effective date of
this agreement, shall file with the Commissioner and the Commaission schedules
of committed Tracts as of said effective date, which said schedules shall be
designated '"Revised Exhibit E-1'" and "Revised Exhibit E-2'" and considered
for all purposes as a part of this agreement. Such revised Exhibits E-1 and
Z-2 shall set forth opposite each such committed Tract the revised Tract
Participation therefor (which shall be calculated by using the same Tract
factors and formula which were used to arrive at the Tract Participation of
each Tract as set out in Exhibits E~1 and E-2 attached hereto, but applying

tae same only to the committed Tracts). Such revised Exhibits E-1 and E-2,



unless disapproved by the Commissioner and the Commaission within 30 cays
after filing, shall supersede, effective as of the effective date hereof, the
Tract Participations set forth in Exhibits E-1 and E-2 attached hereto until

a further revision or revisions therec;f is approved by the Commissioner

and the Commission. The Tract Participations shown on Exhibits E-1 and
E-2 attached hereto, or as may be shown on the revised Exhibits -1 and E-2
as above provided, shall govern the allocation of Unitized Substances on and
aiter the effective date of this Unit Agreement as set forth in Section 3 hereof,
and until the allocation schedule is revised pursuant to this agreement and

the revised Tract Participations are approved by the Commissioner and the
Commission,

13. TRACTS QUALIFIED FOR PARTICIPATION, From the effective
date hereof, the Tracts which shall be entitled to participation shall be those
Tracts which are described in Exhibit A and which, at any time, are qualified
as iollows: |

(a) Each Tract as to which Working Interest Owners owing 100 per
cent of the Working Interest therein have become parties hereto and as to which
Royalty Owners owning 75 per cent or more of the Royalty Interest therein have
become parties hereto.

(b) Each Tract as to which Working Interest Owners owning 100 per
cent of the Working Interest therein have become parties hereto and as to
which Royalty Owners owning less than 75 per cent of the Royalty Interest
therein have become parties hereto and, further, as to which:

(i) All Working Interest Owners in any such Tract
have joined in a request for the qualification of such
Tract, and

(ii) 80 per cent of the combined voting interests of
Working Interest Owners in all Tracts meeting the re-
guirements of paragraph (a) hereof have voted in favor
of qualifying such Tract.

For the purpose of this paragraph (b), a Working Interest Owner's ''voting
interest’™ shall be equal to the ratio (expressed in per cent) which its ag-
cregate Phase I Unit Participation in all Tracts qualifying under paragraph (a)
bears to the total Phase I Unit Participation, as shown on Exhibits E-1 and

E-2 of all Working Interest Owners in all Tracts qualifying under paragraph (a).

(c) Each Tract as to which Working Interest Owners owning less than
100 per cent of the Working Interest therein have become parties hereto, re-
gardless of the percentage of Royalty Interest therein which is committed
hereto and, further, as to which:
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(i) The Working Interest Owner operating any such
Tract and all of the other Working Interest Owners in
such Tract who have become parties hereto have joined
in a request for qualification of such Tract and have
executed’and delivered an indemnity agreement indemnify =
ing and agreeing to hold harmless the other Working
Interest Qwners, their successors and assigns, against
all claims and demands which may be made by the owners
of Working Interests in such Tract who are not parties
hereto and which arise out of the qualification of such
Tract; and

(ii) 80 per cent of the combined voting interest of

Working ';nterest Owners in all Tracts meeting the re-

quirements of paragraphs (a) and (b) have voted in favor

of the qualification of such Tract and acceptance of the

indemnity agreement.
For the purpose of this paragraph (c), a Working Interest Owner's "voting
interest" shall be equal to the ratio {(expressed in per cent) which its ag-
gregate Phase I Unit Participation in all Tracts qualifying under paragraphs
(a) and (b) bears to the total Phase I Unit Participation, as shown on Exhibits
Z-1 and E-2 of all Working Interest Owners in all Tracts qualifying under
paragraphs (a) and (b). Upon the qualification of such a Tract, the Unit
Participation which would have been attributed to the nonsubscribing owners
of the Working Interest in such Tract, had they become parties to this agree-
ment and the Unit Operating Agreement, shall be attributed to the Working
Interest Owners in such Tract who have become parties to such agreements,
in proportion to their respective Working Interests in the Tract.

14." ALLOCATION OF UNITIZED SUBSTANCES. All Unitized Substances
produced and saved (less, save and except any part of such Unitized Sub-
stances used in conformity with good operating practices on unitized land
fior drilling, operating, camp and other production or development purposes
and for pressure maintenance) shall be apportioned among and allocated to the
committed Tracts in accordance with the respective Tract Participations ef-
.Tactive hereunder during the respective periods such Unitized Substances
were produced, as set forth in the schedule of participation in Exhibits
Z-1 and E-2. The amount of Unitized Substances so allocated to each corn-
mitted Tract, and only that amount (regardless of whether it be more or less
. than the amount of the actual production of Unitized Substances frorn the well
or wells, if any, on such Tract), shall, for all intents, uses and purposes,
be deemed to have been produced from such Tract.

The Unitized Substances allocated to each such Tract shall be distributed

zraong, or accounted for to, the parties executing, consenting to or ratifying
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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 Tract,
or in the proceeds thereof, had this agreement not been entered into, and
with the same legal force and effect. It is hereby agreed that production

of Unitized Substances from any such committed Tract shall be allocated

as provided herein regardless of whether oil or gas is being produced from
any particular Tract committed hereto. If the Working Interests or the
Royalty Interests in any Tract are divided with respect to separate parcels
or portions of such Tract and owned severally by different persons, the
Tract Participation of such Tract shall, in the absence of a recordable in-
strument among all owners fixing the division of ownership, be divided among
all owners fixing the divisi.on of ownership, be divided among such parcels or
portions in proportion to the number of surface acres in each.

15. BALANCING OF PRODUCTION. Unit Operator shall make a proper
and timely gauge of all lease and other tanks located on each committed Tract
in order to ascertain the amount of merchantable oil in such tanks, above the
pipe line connections, as of 7:00 a. m. on the effective date hereof. All
Unitized Substances which are a part of the prior allowable of the well or wells
from which the same were produced shall be and remain the property of the
Working Interest Owne;rs entitled thereto as if the Unit had not been formed
and such Working Interest Owners shall promptly remove same. Any such
Unitized Substances not so removed may be sold by the Unit Operator for the
account of such Working Interest Owners, subject to the payment of all royalty
to Royalty Owners under the terms and provisions of the applicable lease or
leases and other contracts. All such Unitized Substances which are in excess
of' the prior allowable of the well or wells from which the same were produced
shall be regarded and treated the same as Unitized Substances produced after
the effective date hereof. If, as of the effective date hereof, any Tract is
over-produced with respect to the allowable of the well or wells on that Tract

and the amount of such over-production has been sold or otherwise disposed of,
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such over-production shall be'regarded and included as a part of the
Unitized Substances produced after the effective date hereof and the
amount thereof charged to such Tract as having been delivered to the
persons entitled to Unitized Substances allocated to such Tract,

i6. ROYALTY SETTLEMENT. The State of New Mexico and all
Royalty Owners who, under existing contracts, are entitled to take in kind
2 share of the Unitized Substances produced from any committed Tract,
shall hereafter be entitled to take in kind their share of the Unitized
Substances allocated to such Tract, and Unit Operator shall make de-
liveries of such Royalty share taken in kind in conformity with the ap-
plicable contracts, laws and regulations. Settlement for Royalty Interests
not taken in kind shall be made by Working Interest Owners responsible
therefor under existing contracts, laws and regulations, on or before the
last day of each month for Unitized Substances produced during the pre-
ceding calendar montb; provided, however, that nothing herein.contzELined
shall op'erate to relieve the lessees of any land from their respective lease
obligations for the payment of any royalties due under their leases except
that said royalties shall be computed in accordance with the terms of this
agreement.

If gas obtained from lands not subject to this agreement is introcduced into
‘the Unitized Formation for use in pressure maintenance, stimulation of pro-
Guction, or increasing ultimate recovery, which shall be in conformity with
a plan first approved by the Commissioner and the. Commission, a like amount
of gas, less appropriate deductions for loss from any cause, may be with-
drawn from the formation into which the gas was introduced, royalty free as
to dry gas, but not as to the products extracted therefrom; provided that such
withdrawal shall be pursuant to such conditions and formulae as may be pre-
scribed or approved bynthe Commissioner; provided further, that such right of
withdrawal shall terminate on the termination of this agreement. I liquefied
netroleum gases obtained from lands or formations not subject to this agree-

<

ment be injected into the Unitized Formation for the purpose of increasing
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ultimate recovery, which shall be in conformance with a plan first ap-
proved by the Commissioner, part or all of such liquefied petroleum gases
may be withdrawn royalty free pursuant to such conditions and formulae as
may be prescribed or approved by the Commissioner.

Royalty due on account of State lands shall be computed and paid on
the basis of all Unitized Substances allocated to sucH lands.

17. RENTAL SETTLEMENT. Rentals on State of New Mexico lands
subject to this agreement shall be paid at the rate specified in the respective
ieases, or may be reduced or suspended under order of the Commissioner
pursuant to applicable laws and regulations.

18. CONSERVATION., Operations hereunder and production of Unitized
Substances shall be conducted so as to provide for the most economical and
eificient recovery of such substances to prevent waste as defined by State
iaws or regulations.

19. DRAINAGE, Unit Operator shall take appropriate and adequate
measures to prevent drainage of Unitized Substances from the committed
Tracts by wells on land not subject to this agreement, or, with consent of the
Commissioner and pursuant to applicable regulations, pay a fair and reasonable
compensatory ro‘ya.lty as determined by the Commissioner.

20. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The
terms, conditions and provisions of all leases, subleases, and other contracts
relating to exploration, drilling, development, or operation for oil, gas, gaseous
substances, sulphur contained in gas, condensate, distillate and all associated
and constituent liquid or liquefiable hydrocarbons in the under 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 rermain in full force and effect; and the partiés hereto hereby consent that
the Comrmissioner as to State leases shall by his approval hereof, or by the
approval hereof b? his duly authorized representative, does hereby estatlish,

alter, change or revoke the drilling, producing, rental, minimum royalty and
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royaity requirements of State leases committed hereto and the regulations
in respect thereto to conform said requirements to the provisions of this
agreement, and without limiting the generality of the foregoing, all leases,

subleases, and contracts are particul.arly modified in accordance with the

-

following:

(2) The development and operation of lands subject to this agreement
under the terms hereof shall be deemed full performance of all okligations for
development and operation with respect to each and every part or separately
owned Tract committed to this agreement, regardless of whether there is any
development of any particular part of or Tract of unitized land, notwithstand-
ing anything to the contrary in any lease, operating agreement or other con-
tract by and between the parties hereto, or their respective predecessors in
interest, or any of them.

(b) Drilling and producing operations performed hereuncier upon any
Tract of unitized land will be accepted and deemed to be performed upon and
for the benefit of each and every Tract of unitized land; and no lease shall be
deemed to expire by reason of failure to drill or produce wells situated on the
land therein embraced.

{c) Suspension of drilling or producing operations on all unitized
lands pursuant to direction or consent of the Commissioner shall be deemed
to constitute such suspension pursuant to such direction or consent as to each
and every Tract of unitized land. '

"{(d) Each lease, sublease, or contract relating to the exploration,
drililing, development or operation for oil, gas, gaseous substances, sulphur
contained in gas, condensate, distillate and all associated and constituent
liguid or liquefiable hydrocarbons in and under lands, other than those of the
United States, in lands committed to this agreement, which by its terms might
xpire prior to the termination of this agreement, is hereby extended beyond
ny such term so provided therein so that it shall be continued in full force
nd effect for and during the term of this agreement, as to the land committed
o long as such lease remains subject hereto.

[T SR

[}

(e) Any lease embracing lands of the State of New Mexico having only
portion of its lands committed hereto shall be segregated as to the portion
ommitied and as to the portion not committed and the terms of such lease
hall apply separately as to such segregated portions commencing as of the ef-
ective date hereof. Notwithstanding any of the provisions of this agreement
o the contrary, any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto shall continue in full force and
effect beyond the term provided therein as to all lands embraced in such lease,
if Unitized Substances are discovered and are capable of being produced in
aying quantities from some part of the lands embraced in such lease committed
o this agreement at the expiration of the secondary term of such lease; or if,
at the expiration of the secondary term, the lessee or the Unit Operator is
then engaged in bona fide drilling or reworking operations on some part of the
lands embraced therein, any such lease shall remain in full force and effect
so long as such operations are being diligently prosecuted, and if they result
in the production of Unitized Substances, said lease shall continue in full force
and effect as to all of the lands embraced therein, so long thereafter as Unit-
ized Substances are produced in paying quantities from any portion of said
lands. ’
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2l. COVENANTS RUN WITH LAND. The covenants herein shall be
construed to be covenants running with the land with respect to the interests
of the parties hereto and their successors in interest until this agreement
terminates, and any grant, transfer; or conveyance of interest in land or
ieases subject hereto shall be and hereby is conditioned upon the assump-
tion of all privileges and obligations hereunder by the grantee, transferee,
or other successor in interest. No assignment or transfer of any Working
Interest subject %ereto shall be binding upon Unit Operator until the first day
of the calendar mqnth after Unit Operator is furnished with the original,
photostatic or cértiﬁed copy of the instrument of transfer; and no assign-
ment or transfer{pf any Royalty Interest sha.lllbe binding upon the Working
Interest Owner responsible therefor until the first day of the calendar month
after said Workin:g‘~ Interest Owner is furnished with the original, photostatic
or certified copy ;Qf the instrument of transfer.

22. 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 effective as of 7:00 o'clock
a.m. of the first day of the calendar month next following the approval by
the Commissioner.

There must be an execution or ratification of this agreement and the Unit
Cperating Agreement by Working Interest Owners owning a combined Secondary
Phase Unit Participation of at least 80 per cent, and the execution or ratification
of the agreement by Royalty Owners owning a combined interest of at least 65
per cent of the Royalty Interest, in said Unit Area.

There must be filed at least one counterpart of this.a.greement for record
in the office of the County Clerk of McKinley County, New Mexico, by the Unit
Operator.

Unit Operator shall, within thirty (30) days after the effective date of this
agreement, file for record in the office where a counterpart of this agrezsment
is recorded, a certificate to the effect that this agreement become effective

cccording to its terms and stating further the effective date.
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The term of this agreement shall be for and during the time that
Unitized Substances are produced in paying quantities from the Unit Area
and so long thereafter as drilling, reworking or other operations (including
sccondary recovery operations) are prosecuted thereon without cessation
of more than ninety (90) consecutive days, unless sooner terminated by
Vorking Interest Owners in the manner hereinafter provided.

This agreement may be terminated with the approval of the Land Com-
missioner and the Working Interest Owners owning 75 per cent Unit Parti-
cipation whenever such Working Interest Owners determine that Unit
operations are no longer profitable, feasible or in the interest of conserva-
tion., Notice of any such termination shall be given by Unit Operator to all
parties hereto.

Upon termination of this agreement, the further development and opera-
tion of the Unit Area as a Unit shall be abandoned, Unit operations shall
cease, and thereafter the parties hereto shall be govefned by the terms and
provisic.ms of the leases and contracts affecting the separate tracts just as
if this agreement had never been entered into.

If not otherwise covered by the leases unitized under this agreement,
Royalty Owners hereby grant Working Interest Owners a period of six months
aiter termination of this agreement in which to salvage, sell, distribute or
otherwise dispose of the personal property and facilities used in connection
with Unit operations.

23. APPEARANCES., , Unit Operator shall, after notice to other i*pa.rties
affected, have the right to appear fpr or on behalf of any and all interests af-
fected hereby before the Commission and to appeal from orders issued under
the regulations of said Commission or to apply for relief from any of said
regulations or in any proceedings relative to operations before the Commission,
or other legally constituted authority; provided, however, that any other in-
terested party shall also have the right at his or its own expense to bé heard

inn any such proceeding.
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24. NOTICES. All notices, demands, objections or statements re-
quired hereunder to be given or rendered to the parties hereto shall be
deerned fully given if made in writing and personally delivered to the party
or parties at their re sbective addres.ses set forth in connection with the
signatures hereto or to the ratification or consent hereof or to such dthe:c'
address as any such party may have furnished in writing to party sending
the nofice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement
contained shall be construed as a waiver bykand party hereto of the right to
assert any legal or constitutional right or defense as to the validity 61'\ in-
validity of any law of the State of New Mexico, or regulations issued there-
under in any way affecting such party, or as a waiver by any such party of
any right beyond.his or its authority to waive.

26. UNAVOIDABLE DELAY. All obligétions under this agr‘eement re-
quifing the Unit Operator to commence or continue driiling or ;co operate on
or to pr'oduce Unitized Substances from any of the lé.nds subject to this agree-
ment shall be suspended while, but only so long as, the Unit Operator, de-
spite the exercise of due care and diligence, is prevented from complying
with such obligations, in whole or in part, by strikes, acts of God, Federal,
State, or municipal law or agencies, unavoidable accidents, uncontrollable
delgys in transportation, inability to obtain necessary materials in open
market, or other matters beyond the reasonable control of the Unit Operator
whether similar to matters herein enumerated or not.

27. LOSS OF TITLE. If any Tract of unitized land ceases to have
suificient Working Interest or Royalty Interest committed to this agreement
to meet the conditions of Section 13 because of failure of title to any party
nereto, such Tract shall be regarded as not committed hereto as of 7:00 a.m.
on the first day of the calendar month in which such failure of title is finally

determined; provided, however, that no such Tract shall be so regarded if
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same can be requalified under said Section 13 within ninety (90) days

aiter the date on which such title failure was finally determined. If any such
Tract cannot be so requalified, Unit Operator shall recompute the Tract
Parti_cipa.tion of each Tract of unitizeéd land remaining subject to this agree-
ment so that such Tract‘Par;ticipa.tions shall remain in the same ratio one

to another. ) Thereafter, Unit Operator sh'a,ll' revise Exhibits E-1, -2 and
E-3 conformably with such recomputation. Each such revised exhibit shall
be eiiective at 7:00 a.m. on the first day of the calendar month in which
such failure of title is finally determinea.

If title to a Working Interest fails, the rights and obligations of Working
Interest Owners by reason of such failure shall be governed by the Unit
Operating Agreement. If title to a Royalty Interest fails, but .the Tract to
whaich it relates remains committed to this agreement, the Royalty Owner
whose title failed shall not be entitled to participate hereunder i_nsofar as its
participation is based on such lost Royalty Interest.

In the event of a dispute as to the title to any Working or Royalty Interest,
or other interest subject héreto, payment or delivery on account thereof may
be withheld without liability or interest until the dispute is finally settled;
provided, that as to State land or leases, no payments of funds due thg State
of New Mexico shall be withheld, such funds of the State shall be deposited as
directed by the Commissioner, all to b.e held as unearned money pending fina.l
settlement of the title dispute and then applied as earned or returned in ac-
cordance with such final settlement.

Unit Operator, as such, is relieved from any responsibility for any de-
fect or failure of title hereunder. \

28. NONJOINDER AND SUBSEQUENT JOINDER. Any oil or gas interest

within the Unit Area not committed hereto prior to the effective date of this

creement may thereafter be committed, upon compliance with the applicable

o

o

provisions of this Section 30 and of Section 13 (TRACTS QUALIFIED FOR

N

ARTICIPATION) by the owner or owners thereof subscribing or consenting
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1o tais agreementiand, if such uncommitted interest is a working interest,
by the owner of such interest also subscribing to the Unit Operating Agreement.

Such right of: joinder subsequent to the effective date hereof shall be sub-

ject to such requirements or approvals and shall be upon such terms and

conditions as may be agreed to by at least 65 per cent of the then Voting Inter-
| .

ests of the Working Interest Owners, and approval by the Commissioner, with

appropriate revi%’.ons of Exhib_its E-1 and E-2, effective as of V7:O({) a.m.

on the {irst da-y oé the calendar month next following such agreement by the

Working Interest Owners.

After final approval of this agreement, joinder by a non-working interest
owner must be consented to in writing by the Working Interest Owners com-
mitted hereto and responsible for the payment of any benefits which may
accrue hereunder in behalf of such non-working iﬁterest.

29. COUNTERPARTS. This agreement may be exqcuted in any number
of counterparts, no one of which needs to be executed by all pai'ties, or it may
be ratified or consented to by separate instrument in writing specifically re-
ierring hereto and shall be binding upon all those parties who have executed
such a counterpart, ratification, or consent hereto with the same iorce and
effect as if all such parties had signed the same document and regardless of
waether or not it is executed by all other parties owning or claiming an interest
in the lands within the above described Unit Area.

30. TAXES. The Working Interest Owners shall render and pay for
their account and the account of the Royalty Owners all valid taxes on or
measured by the Unitized Substances in and under or that may be produced,
gathered and sold from the land subject to this agreement after the effective
Gate oi this agreement, or upon the proceeds or net proceeds derived th.ere-
froma. The Working Interest Owners in each Tract may charge the proper
proportion of said taxes to the Royalty Owners having interests in said Tract,
and may currently retain and deduct sufficient of the Unitized Substances or
derivative produ;:ta, or net proceeds thereof, from the allocated share of each

Royalty Owner to secure reimbursement for the taxes so paid. No such taxes

v
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hall be charged to the State of New Mexico or to any lessor who has a

43}

contract with his lessee which requires the lessee to pay such taxes.

In order to avoid title failures which might incidentally cause the title
to a Working Interest or Royalty Inte1:est to fail, the owners of (1) the surface
Tights to each committed Tract, (2) severed mineral or royalty interest in
said Tracts and improvements located on said Tracts not utilized for Unit
Operations shall individually be responsible for the rendition and assessment,
ior ad valorem tax purposes, of all such éroperty, and for the payment of
such taxes, exéept as otherwise provided in any contract or agreernent be-
tween such owners and a Working Interest Owner or Owners. If any ad
valorem taxes are not paid by such owner responsible therefor when due,
Unit Operator may, at any time prior to tax sale, pay the same, redeem
such property and discharge such tax liens as may arise through nonpayment.
In the event Unit Operator makes any such payment or redeems any such
property from tax sale, Unit Operator shall be reimbu—r'sed therefor by the
Working Interest Owners in proportion to their respective Unit Participations
then in effect, and Unit Operator shall withhold from any proceeds derived
from the sale of Unitized Substances otherwise due to said delinquent tax-
payer or taxpayers an amount sufficient to defray the costs of such payment
or redemption, such withholding to be distributed among the Working Interest
Owners in proportion to their respective contributions toward such payment
or redemption. Such withholding shall be without prejudice to any other remedy,
either at law or in equity, which may be available for exercise by the Unit
Operator or by the Working Interest Owners.

31. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the
Working Interest Owners or any of them shall be subject to any f‘orfeiture,
termination, or expiration of any rights hereunder or under any leases or
contracts subject hereto, or to any penalty or liability on account of delay or
J{ailure in whole or in part to comply with any applicable provisions therecf to
.ne extent that the said Unit Operator, Working Interest Owners, or any of

{hem are hindered, delayed or prevented from complying therewith by reason
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ailure of the Unit Operator to obtain, in the exercise of due diligence,

w
H,

the concurrence of proper representatives of the State of New Mexico in and
about any matters or things concerning which it is required herein that such
concurrence be obtained. The parties hereto, including the Commission,

ree that all powers and authority vested in the Commission in and by any
provisions of this contract are vested in the Commaission and shali be exercised
by it pursuant to the provisions of the laws of the State of New Me:xico and sub-
ject, in any case, to appeal or judicial review as may now or he‘re:after be
provided by the laws of the State of New Mexico.

32. NO PARTNERSHIP, It is expressly agreed that the relation of the
parties hereto is that of independent contractors and nothing in this agreement
contained, express or implied, or any operations conducted hereunder, shall
create or be deemed to have created a partnership or association between the
parties hereto or any of them.

33. OIL RESERVATION AGREEMENT, Notwithstanding any other pro-
visions of this agreement to the contrary, each Working Interest Owner re-
serves unto itself and expressly excepts from the provisions and effect of this
reement, the oil payment or oil payments applicable to the Unitized Substances
specifiied for such Working interest Owner in the Oil Reservation Agreement
execuled by the Working Interest Owners concurrently herewith, subject,
aowever, to the provisions and terms of said Oil Reservation Agreement. It
is further understood and agreed, however, that the rights and interests of
Royalty Owners, as set out herein, shall in no manner be affected or altered
by such reservations and exception by Working Interest Owners or by the pro-
visions and terms of said Oil Reservation Agreement.

34. BORDER AGREEMENTS. Subject to the approval of the Commissioner,
the Unit Operator, with concurrence of per cent of the then Voting Interests
o. the Working Interest Owners, may enter into a border-protecticn agreement
or agreements with the working interest owners of lands adjacent to the com-
racts with respect to the operations in the border are for the maximum

ultimate recovery, conservation purposes and proper protection of the parties



IN WITNESS WHEREOF, the parties hereto have caused this ag;reel-
ment to be executed as of the date first above written and have set
opposite their respective names the date of execution and the address

{ cach of the respective executing parties.

UNIT OPERATOR AND WORKING
INTEREST OWNER

o
r3
+3
b
€]
r3

Secretary By

Date of Signature:

I 2 U



EXHIBIT "A"

Santa Fe (Hurst) Lease (No. 3487)

Oil and Gas Lease dated November 23, 1923, by and between the Santa Fe
Pacific Railroad Company, a corporation, Lessor, and Paul C. Hancock,
Lessee, covering 687. 80 acres situated in McKinley County, New Mexico,
to wit: —

All of Section One (1), Township Seventeen (17) North,
Range Nine (9) West of the New Mexico Meridian,

and amended by Supplemental Agreement dated August 15, 1941 by said
Lessor and Petroleum Products Corporation, Lessee.

Santa Fe {Osborne) Lease (No. 7668)

Oil and Gas Lease dated February 1, 1938 by and between the Santa Fe Paciiic
Raiiroad Company, a corporation, Lessor, and Clarence B. Osborne, et al,
Lessee, covering 189.47 acres situated in McKinley County, New Mexico,

to wit: —_

All of Liots Two (2), Three (3) and Four (4), and the East
half of the Southwest Quarter (E/2 SW/4) of Section Thirty-
one {31), Township Eighteen (18) North, Range Eight (8) West
of the New Mexico Meridian,

State of New Mexico (No. 662) Lease

Cil and Gas Lease dated October 20, 1922 by and between the State of New
Mexico {acting through its Commissioner of Public Lands) Lessor, and Theo
N. Espe, Lessee, insofar and only insofar as said Lease covers 440 acres of
land situated in McKinley County, New Mexico, to wit: o

The Southeast Quarter of the Southwest Quarter (SE/4 SW/4)

and the Southwest Quarter of the Southeast Quarter (SW/4 SE/4),
the South half of the Northeast Quarter (S/2 NE/4) and the North
half of the Southeast Quarter (N/2 SE/4) and the Southeast Quarter
of the Southeast Quarter (SE/4 SE/4),the South half of the North-
west Quarter (S/2 NW/4) and the Northwest Quarter of the North-
east Quarter (NW/4 NE/4) and the Northeast Quarter of the North-
west Quarter (NE/4 NW/4) ALL in Section Thirty-six (36), Town-
ship Eighteen (18) North, Range Nine (9) West of the New Mexico
Meridian.

State of New Mexico (B-1276) Lease

Oil and Gas Lease dated October 20, 1932 by and between the State of New
Mexico (acting through its Commissioner of Public Lands) Lessor, and P. L.
Nichol, Lessee, insofar and only insofar as said L.ease covers 120 acres of
land situated in McKinley County, New Mexico, to wit:

The West half of the Southwest Quarter (W/2 SW/4) and the North-
east Quarter of the Southwest Quarter (NE/4 SW/4) ALL in
Section thirty-six (36), Township Eighteen (18) North, Range

Nine (9) West of the New Mexico Meridian.
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EXHIBIT E-1

SEVEN LAKES SAND UNIT TRACT FAGTORS

PART 1

Lease Name

State of New Mexico
(Wilson)
Lease No. B-1276

State of New Mexico
ILease No. 662
Part A

State of New Mexico
Lease No. 662
Part B

State of New Mexico
Lease No. 662
Part C

I.ease Description

W/2 SW/4, NE/4
SW/4 of Sec 36,
TI8N, R9W

SE/4 SW/4 & SW/4
SE/4 of Sec 36,
TI8N, R9 W

S/2 NE/4, N/2
SE/4 & SE/4 SE/4
of Sec 36, T 18 N,
RO W

S/2 NW/4, NW/4 NE/4,
NE/4 NW/4 of Sec 36,

. TI8N, R9W

Total State Leases

Santa Fe Railroad
lL.ease No. 3487

Santa Fe Railroad
(Osborne)
Lease No. 7668

Sec 1, T 17 N,
R9 W, Lots 2, 3
& 4, E/2 SW/4

Sec 31, T 18 N,
R8Ww

Total Santa Fe Railroad Leases

Grand Total

PART II

Gross Tract
Acre Feet Factor*
26,27 0.3030
562.72 6.4913
164.42 1.8967
-Q- -0 -
753.41 8.6910

7,915.42 91.3090

-0 -

7,915.42 91.3090

8, 668.83 100.0000

UNIT PARTICIPATION OF WORKING-INTEREST OWNERS*%

Tract Factor

0.3030
6.4913
1.8967
91.3090
0.0000

160.0000

# £s per cent of Gross Acre Feet

Working Interest

0.78500
0.82000
. 0.82500

0.83500

0.86000

Unit Participation
W.I. Owner

0:2378
5.3229
1.5648

76.2430

_0.0000 -

83.3685
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EXHIBIT E-2

PART I

HOSPAH SAND UNIT TRACT FACTORS

Lease Name

Lease Description

State of New Mexico
(Wilson)
Lease No. B-1276

State of New Mexico
Lease No. 662
Part A

State of New Mexico
Lease No. 662
Part B

State of New Mexico
Lease No. 662
Part C

W/2SW/4, NE/4
SW/4 of Sec 36,
TI18N, R9W

SE/4 SW/4 & SW/4
SE/4 of Sec 36,
TI8N, R9 W

S/2 NE/4, N/2
SE/4 & SE/4 SE/4 -
of Sec 36, T 18 N,
RI9 W

S/2 NW/4, NW/4 NE/4,
NE/4 NW/4 of Sec 36,
T18N, R9W

Total State Leases

Santa Fe Railroad
Lease No. 3487

Santa I’'e Railroad
(Osborne)
Iease No. 7668

Sec 1, T 17N
R 9 W, Lots 2,3
& 4, E/2 SW/4

Sec 31, T 18 N,
R8W

Total Santa Fe Railroad Leases

Grand Total

PART II

Floodable Tract
Acre Feet Factor*
85Q. 87 4,6972
3,386.44 18. 6946
3,669.55 20.2575
-Q- -0 -
//3;906,86w-~—43.6494~4
9,823.71 54.2312
383.93 2.1195
~10, 207. 64 56,3506~
18,114. 50 100.0000

UNIT PARTICIPATION OF WORKING INTEREST OWNERS3*

Tract Factor

4,6972
18.6946
20.2575
54,2312

2.1195

160.0000

VLT

Working Interest
0.78500
0.82000
0.82500
0.83500

0.86000

ner cent of IFFloodable Acre Feet
1D workino interest owned by Texstar

Unit Participation
W.I. Owner

3.6873
15,3296
16,7124
45 2830

1,8228

82,8351



