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Gentlemen:

There is enclosed herewith approved copy of Unit
Agreement for the Development and Operation of the South
Hospah Unit Area, which you will note from the attached
certificate was approved by John A. Anderson, Regional Super-
visor of the U.S.G.S. on October 29, 1968. This copy is
filed with the Commission in compliance with your Order
R-3513 entered on October 2, 1968.

Yours sincerely,

HINKLE, BONDURANT & CHRISTY

CEH:cs
Enc. nG
cc: U.S.G.S.

cc: Tenneco 0il Company
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0CT25 1968
CERTIFICATION -- DETERMINATION g, g GEoLOGICAL SURVEY
ROSWELL, NEW MEXICS

Pursuant to the authority vested in the Secretary of
Interior, under the act approved February 25, 1920, 41 Stat. 437,
as amended, 30 U.S.C. secs. 181, et seq., and delegated to the
0il and Gas Supervisors of the Geological Survey (33 F.R. 5812),
I do hereby:

A. Approve the attached agreement for the development
and operation of the South Hospah Unit Area, McKinley County,
State of New Mexico.

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

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

b 1968
Dated QOctober 29, 19

™,
N \ N |

0i1l and Gas Supervisor
United States Geological Survey

Contract Number 14-08-0001-11561
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
SOUTH HOSPAH UNIT AREA
COUNTY OF MCKINLEY
STATE OF NEW MEXICO

THIS AGREEMENT, entered into as of the &iday of Qu/%] .
196_5:_) by and between the parties subscribing, ratifying of consé;ting
hereto, and herein referred to as "parties hereto,"

WITNESSETH THAT:

WHEREAS, the parties hereto are the owners of working, royalty, or
other 0il interests in the Unit Area subject to this Agreement; and

WHEREAS, the Mineral Leasing Act_of February 25, 1920, 41 Stat. 437,
as amended, 30 U.S.C. Secs. 181 et-seq., authorized Federal lessees and
their representatives to unit with each other, or jointly or separately
with others, in collectively adopting and operating & cooperative or unit
plan of development or operation of any oil or gas pool, field or Tike
area, or any part thereof for the purpose of more properly conserving the
natural resources thereof Whenever determined and certified by the Secre-
tary of the Interiof to be necessary or advisable in the public interest;
and ' -

WHEREAS, the 0il Conservation Commission of the Statelpf Neﬁ Mexico
is authorized by law (Article 1, Chapter 65, Volume 9, Part é, 1953, New
Mexico Statutes Annotated), to approve this Agreement and the conservation
provisions hereof; and

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

NOW THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this Agreement their
respective interests in the below-defined Unit Area, and agree severally

among themselves as follows:
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ARTICLE TI.

ENABLING ACT AND REGULATIONS

The Mineral Leasing Act of February 25, 1920, as amended, supra,
and all valid pertinent regulations, including operating and unit plan
regulations, heretofore issued thereunder and valid, pertinent, and
reasonabTe regulations hereafter issued thercunder are accepted and made
a part of this Agreement as to Federal lands, provided such regulations
are not inconsistent with the terms of this Agreement; and as to non-
Federal lands, if any, the oil and gas operating regulations in effect
as of the effective date hereof governing drilling and producing opera-
tions, not inconsistent with the ‘terms hereof or the laws of the State in
which the non-Federal land is 1oca€5d, are hereby accepted and made a part
of this Agreement.

ARTICLE II.

DEFINITIONS

A.  For the purpose of this Agreement, the following terms and
expressions as used herein shall mean:
" 1. "Commission" is definea as the 0i1 Conservation Commission
of the State of New Mexico.

2.  "Director" is defined as the Director of the United
States Geological Survey.

3. "Secretary" is defined as the Secretary of the Interior
of the United States of America.

4. "Department" is defined as the Department of the Interior
of the United States of America.

5. "Supervisor" is defined as‘the 0i1 and Gas Supervisor of
the United States Geological Survey for the Region in
in which‘the Unit Area is situated.

6. "Unitized Formation" shall mean that subsurface portion
of the Unit Area commonly known as the Upper Hospah Sand,
and more specifically defined as that interval occurring
between the depths of One Thousand Six Hundred Fourteen

feet (1,614' ) and One Thousand Six Hundred Fifty-Four
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feet ( 1,654') as shown on the Induction-Electric Log

of the Tenneco 0i1 Company's Hospah Well No. 12, located
Two Thousand Three Hundred and Ten feet (2,310') South
from the North Line and Nine Hundred Ninety feet (990')
East from the West Line of Section 12, Township 17 North,
Range 9 West, N.M.P.M., McKinley County, New Mexico.
"Unitized Substances" means all oil, gas, gaseous sub-
stances, sulphur contained in gas, condensate, distillate
and all associated and constituent liquid or liquifiable
hydrocarbons within or produced from the Unitized Formation.
"Tract" means eécb parcel of land shown as such and

given a tract number in Exhibit "A" and as described in
Exhibit "B".

"Tract Participation” is defined as the percentage of
Participation as shown on Exhibit “C” for allocating
Unitized Substances to a Tract under this Agreement.
"Unit Participation” as used herein shall mean the sum
of the Tract Participations as shown by Tracts for each
Working Interest Owner in Exhibit “C" to the Unit’Agreement.
"Working Interest" is defined as the right fb search for,
produce and acquire Unitized Substances whether held as
an incident of ownership of mineral fee simple title,
under an oil and gas Tease, or otherwise. Any interest
in Unitized Substances which is a Working Interest as of
the.date the owner thereof executes or ratifies this
Agreement, or which at any time thereafter becomes a
Working Interest, shall thenceforth be treated as a
Working Interest for all purposes of this Agreement.
"Working Interest Owner" is defined as and shall mean

any party hereto owning a Working Interest, including a
carried Working Interest Owner, holding an interest in
Unitized Substances by virtue of a lease, operating agrec-

ment, fee title or otherwise, which interest is chargeable
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with and obligzted 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
operations thereof hereunder.

"Royalty Interest" or "Royelty" is defined as 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
in an oil and gas lease and any overriding royalty interest,
0il payment interest, net profits, contracts, or any other
payment or burden”which does not carry with it the right
to search for and produce Unitized Substances.
“Roya1ty'0wner” is defined as and shall mean the owner of
a Royalty Interest.

"Unit Operating Agrecment" ijs defined as and shall mean
any agreement or agreements (whether one or more) entered
into (separately or c611ective1y) by and between the Unit
Operator and the Working Interest Owners as provided in
Article x hereof and shall be styled ”Unit:Operating
Agreement, South Hospah Unit, McKinley County,

New Mexico."

"Unit Manager" is defined as the person or corporation
appointed by the Unit Working Interest Owners upon resigna-
tion of the Unit Operator to perform the duties of Unit
Operator until the selection and qualification of a
successor Unit Operator as provided for in Article IX
hereof.

"0i1 and Gas Rights" is defined as the right to explore,
develop, and operate lands within the Unit Area for the
production of Unitized Substances, or to share in the

production so obtained or the proceeds thereof.
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18. "Unit Area" is defined as the land described by Tracts
in Exhibits "A" and "B" as to which this Agrcement becomes
effective or to which it may be extended as herein
provided.

19. "Unit Operator" is defined as the Working Interest Owner
designated by HWorking Interest Owners herein, if
there is only one (1) Working Interest Owner hereunder,
to develop and operate the Unitized Formation, acting
as Operator and not as a Working Interest Owner.

20. "Record Owner" is defined as the holder of the record
title to a leasé covering Federal lands according to the
applicable recordg of the Department of the Interior of
the United States of America. For the purposes of the
provisions of Article VI hereof solely, the Record Owner
shall rep]éce the Royalty Owner as to Federal lands only.

ARTICLE II1

- UNIT AREA AND EXHIBITS
A. = The following described 1aﬁd is hereby designated and recognized
as constituting the Unit Area, all of said land being situated in McKinley
County, New Mexico, to-wit:

Township 17 North, Range 9 West, N.M.P.M.

Section 12: Lots 1, 2, 3, 4, 5, 6, W/2 NE/4,
E/2 NW/4, SW/4 NW/4, NW/4 SE/4,
N/2 SW/4

containing 475.90 acres, more or less.

B. Exhibit "A" attached hereto is a map showing the Unit Area and
the boundaries and identity of Tracts and leases in said Unit Area to the
extent known to the Unit Operator. Exhibit "B" attached hereto is a
schedule showing, to the extent known to the Unit Operator, the acrcage

comprising each Tract and the percentage ownership of each Working Intevrest
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Owner and Royalty Owner in each Tract. Exhibit "C" attached hercto is a
schodule showing the pgrcentage of Participation allocated each Tract in
the Unit Area. However, nothing herein or in said schedules or map shall
be construéd as a representation by any party hereto as to the ownevrship
of any interest other than such interest or interests as are shown in said
map or schedules as owned by such party. Exhibits "A', "B" and "C" shall
be revised by the Unit Operator whenever changes in the Unit Area render
such revisions necessary, or when rcquested by the Supervisor, and not
less than six (6) copies of the revised Exhibits shall be filed with the
Supervisor.

ARTICLE TV

EXPANSIO@FQF UNIT AREA

A. It is recognized that at some time or times in the future it
might be desirable and beneficial to expand the Unit Area to include therein
additional lands. The Unit Area, with the approval of the Director, may
be expanded to include therein any additional Tract or Tracts, whenever
such expansion is reasonably necessary or advisable to conform with the
purposes of this Agreement. Unit Operétor, acting on behalf, and in
accordance with the authorization, of the Working Interests Owners, shall
negotiate an agreement or agreements with the owners of such Tract or
Tracts, which shall fix the Tract Participation of each such Tract and
commit such owners to this Agreement and the Unit Operating Agreement.
Whenever the Unit Area is enlarged so as to admit additional lend qualified
for participation, Exhibits "A", "B" and "C" shall be reviséd as set forth
in Article VI hereof. Any such expansion shall be effected in the following
manner:

1. Unit Operator, on its own motion, after preliminary con-
currence by the Director, shall prepare a notice of the
proposed expansion describing the contemplated changes in
the boundaries of the Unit Area, the reasons thervefor, the
tract participation and the proposed effective date thereof,
preferably the first day of a month subsequent to the date of
notice. Said notice shall be delivered to the Supervisor, and

copies thereof mailed to the last known address of cach
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Working Interest Owner, lessce, Record Owner and Royalty Owner

whose interests are affected, advising that thirty (30)
days will be allowed for the submission of any objections
to the Unit Operator.

2. Upon expiration of the thirty (30) day period provided in
the preceding Section 1 hereof, the Unit Operator shall
file with the Supervisor evidence of mailing of the
notice of expansion and a copy of any objections theveto
which have been filed with the Unit Operator, together
with an application in sufficient number, for approval of
such expansion and with appropriate joinders.

3. After due consideration of all pertinent information, the
expansion shall, upon approval by the Director, become
effective as of the date prescribed in the notice thereof.

B. There shall be no retroactive allocation or adjustment of Unit
Expense or of interests in Unitized Substances produced, or proceeds there-
from, prior to the gffective date of expansion and qualification under
Article VI3 however, this limitation shall not preveni an adjustment of
investment by reason of any enlargement.

ARTICLE V
UNITIZED LAND AND UNITIZED SUBSTANCES

A. A1l land committed to this Agreement as provided in Article VI
hereof, as to the Unitized Formation, shall constitute Tand referred to
herein as "Unitized Land" or "Land Sﬁbject To This Agreement.” Al11 o0il,
gas, gaseous substances, sulphur contained in gas, condensate, distillate
and constituent liquid and liquifiable hydrocarbons in the Unitized
Formation are unitized under the terms of this Agreement and herein are
called "Unitized Substances." Nothing herein contained shall be construed
to unitize, pool or in any way affect the oil, gas and other minerals
contained in or that may be produced from any forimation other than in the

Unitized Formation as defined above.
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ARTICLE VI

TRACTS QUALIFIED FOR PARTICIPATION

A. Inasmuch as the objective of this Unit Agreement is to have
Janis in the Unit Area operated and entitled to participation under the
terms hereof, no joinder shall be considered a commitment to this Unit
Agreement unless the Tract involved is qualified under this Article VI.
On or after the effective date hereof, the Tracts within the Unit Area
which shall be entitled to participation in the production of Unitized
Substances therefrom shall be those Tracts within the Unit Area that are
qualified as follows (the record interest shall replace the royalty interest
as to Federal lands for the purpose of this Article):
1. Each Tract as to which Working Interest Quners owning
one hundred per cént (100%) of the Working Interest
have signed or ratified this Agreement and Royalty Owners
owning seventy-five per cent (75%) or more of the Royalty
Interests, have signed or ratified this Agreement.
2. Each Tract as to which YHorking Interest Owners owning one
hundred per cent (100%) of the Working Interests and
Royalty Owners owning less than seventy-five per cent
(75%) of the Royalty Interests have signed or ratified
this Agreement, and as to which (a) all Working Interest
Owners in such Tract have joined in a request for the
commitment of such Tract to the Unit and (b) as to which
seventy-five (75%) or more of the combined voting interests
of Working Interest Owners in all Tracts which meet the
requirements of Section 1 of Paragraph A of this Article
VI vote in favor of the acceptance of such Tract as
qualified. For the purpose of this Section 2, the
voting interest of each Working Interest Owner shall be
equal to the ratio (expressed in percentage) which the
total of such Working Interest Owner's percentage partici-
pation in all Tracts which qualify under Section 1 of
Paragraph A of this Article VI, bears to the total per-

centage Unit participation of a11'working Interest Ovners
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in all Tracts which qualify under saiu Section 1 as
such percentages are shown on Exhibit "C".

Each Tract as to which Vorking Intérest Ownersvowning
less than one hundred per cent (100%)of the Working
Interest have signed or ratified this Agreement, regardless
of the percentage of Royalty Interest therein that is

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

Owner who operates the Tract and all of the other subscribing

jorking Interest Owners in such Tract have joined in a
request for inclusion of such Tract in Unit Participation
upon the basis of sﬁch commnitment siatus and have executed
and delivered an ‘indemnity agreement, indemnifying and
agreeing to hold the owners of the Working Interests in
the other qualified Tracts harmless from and against any
and all claims and demands that may be made by the non-
subscribing Working Interest Owners in such Tract on
account of the inclusion of the same in Unit participa-
tién, and further as to which (b) seventy-five per cent
(75%) or more of the combined voting interests of the
Working Interest Owners in all Tracts whicﬁrmeet fhe re-
quirements of Sections 1 and 2 above, vote iﬁ favor

of the inclusion of such Tract and to accept such indemnity
agreement. For the purpose of this Section 3, the

voting interest of each Working Interest Owner shall be
equal to the ratio (expressed in percentage) which the
total of such tlorking Interest Owner's percentage partici-
pation attributed to Tracts which qualify under either
Sections 1 and/or 2 above bears to the total participation
of all Working Interest Owners attributed to all Tracts
which qualify under either Sections 1 and/or 2, as

such percentages are set out in Exhibit "C". Upon the
commitment of such Tract or Tracts tco this Unit Agreement,

the Tract Participations which would have attributed to



[S2 B« TPt

10.

11.
12.
13.
14.
15.
16.
17.
18.
19.

the non-subscribing Owners of the Working Interest in
such Tracts had they become committed to this Unit
Agreement shall be attributed to the Working Interest
Ovners in such Tract or Tracts who have become committed
to the Unit Agreement in provortion to respective
Working Interests in said Tract or Tracts.
B. If on the effective date of this Agreecment there arc any Tracts
which have not been effectively committed to this Agreement by qualifying
as above provided, then such Tracts shall not be entitled to participate

hereunder, "

ARTICLE VII
UNIT OPERATOR

Tenneco 0i1 Company, a Delaware corporation, is hereby designated
as Unit Operator, and by signature hereto as Unit Cperator agrees and
consents to accept the duties and obligations of Unit Operator for the
deve1opmént 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 rot as én 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 an interest is owned by it.

-10-
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ARTICLE V111
RESIGNATION OR REROVAL OF UNIT OPERATOR

A. Unit Operator shall have the right to resign at any time, but
such resignation shall not become cffective so as to release Unit Operator
from the dutfes and obligations of Unit Operator end terminate Unit
Operator's rights as such for a period of six (6) months after notice of
intention to resign has been served by Unit Operator on all Working Interest
Owners and the Director, and until all wells are placed in a satisfactory
condition for suspension or abandonment wnichever is required by the
Supervisor, unless a new Unit Opevrator shall have been selected and
accepted and shall have taken over and assumed the duties and obligations
of Unit Operator prior to the expi?ation of said period.

B. The resignation of Unit Operator shall not release the Unit
Operator from any liability for default by it hereunder occuring prior to
the effective date of its resignation.

C. Unit Operator may, upon default or failure in the performance
of its duties or obligations hercunder, be subject to removal by an affir-
mative vote of the Working Interest Owners of at least ninety per cent
(90%) of the voting interest. Such removal shall be effective upon notice
thereof to the Director.

D. In all such instances of resignation or removal, until a
successor Unit Operator is selected and accepted as hereinafter provided,
the MWorking Interest Owners shall be jointly responsible for performance
of the duties of Unit Operator,'and shall not later than thirty (30) days
before such resignation or removal becomes effective appoint a common
agent to represent them in any action to be taken hercunder.

E. The resignation or removal of Unit Operator under this Agree-
ment shall not terminate its right, title or interest as the owner of a
Working Interest or other interest in Unitized Substances, but upon the
resignation or removal of Unit Operator becoming effective, such Unit
Opefator shall deliver possession of all wells, equipment, materials and

appurtenances used in conducting the Unit operations and owned by the

Working Interest Owners to the new duly qualified successor Unit Operator

b e |
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or to the owners thereof if no such new Unit Oparator is elected, to be
used for the purpose of conducting Unit Operations hercunder. Nothing
herein shall be construed as authorizing removal of any material, equipment
and appurtenances needed for the preservation of any wells.
ARTICLE IX
SUCCESSOR UHIT OPERATOR

A. UWhenever the Unit Operator shall tender its resignation as
Unit Operator or shall be removed as hereinabove provided, a successor
Unit Operator shall be selected by Working Interest Owners voling according
to their vespective Tract Participation in all Unitized Land by a majority
vote. Such selection shall not éegome effective until:
1. A Unit Operator so sclected shall accept in writing the
duties and responsibilities of Unit Operator;
and
2. The selection shall have been filed with the Supervisor,
B. If no successor Unit Operator is selected and qualified as
herein provided, the Dirvector at his election may declare this Unit Agreement
terminated.
ARTICLE X
ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT

A. If the Unit Operator is not the sole owner of Horking Interests,
costs and expenses incurred by Unit Operator in conducting Unit Operat%ons
hereunder shall be paid and apporticned among and borne by the owners of
Working Interests, all in accordance with the agreement or agreements,
whether one or more,.separateTy or collectively, entered into by and
between Unit Operator and the owners of Working Interests. Any agreement
or agreements, whether one or more, entered into between the Working
Interest Owners and Unit Operator as provided in this Article are herein
referred to as the "Unit Operating Agreement.”

B.  Such Unit Operating Agreement shall also set forth such other
rights and obligations as between Unit Operator and the Working Interest
Owners, as may be agreed upon by Unit Operator and the Working Interest

Owners, however, no such Unit Operating Agreement shall be deemed either
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to modify any of the terms and conditions of this Unit Agrecment or to
relieve Unit Operator of any right or obligation established under this
Unit Agreement, and in case of any inconsistency or conflict betwcen the
Unit Agreement and the Unit Operating Agreement, this Unit Agrecement
shall prevail.

C. Three (3) true capies of any Unit Operating Agrcément executed
pursuant to this Article shall be filed with the Supervisor prior to
approval of this Unit Agreement. Three (3) true copies of any revision or
amendment to such Agreemeht shall be filed promptly with the Supervisor.

ARTICLE XI

RIGHTS AND OBLIGATIONS OF UNIT OPERATOR

Except as otherwise 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 prospecting
for, producing, storing, allocating and distributing the Unitized Substances
are hereby delegated to and shall be exercised by Unit Operator as herein
provided. Acceptable evidence of title to said rights shall be deposited
with Unit bperator 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 tit]ehto any
land or to any lease or operating agreement, it being understood that
under this agreement, that the Unit Operator, in its capacity as Unit
Operator, shall exercise the rights of possession and use vested in the
pérties hereto only for the purposes herein specified.
ARTICLE XII
PLAN OF OPERATION

A. It is recognized and agreed by the parties hereto that the
Unit Area 1is developed and productive, and only such drilling as is inci-
dental to a secondary recovery or pressure maintenance program is confemp]ated.

B. Inasmuch as the primary purpose of this Unit Agreement is to
permit the institution and consummation of a secondary recovery or pressure

mait.tenance program for the maximum economic production of Unitized

REN
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Substances consistent with good enginecering and conservation practices,
Unit Operator, concurrently with the filing of this Unit Agreement for
final approval by the Director, shall submit to the Supervisor for approvel,
a plan of operation for the Unitized Land, and aupon approval thcreof by
the Supervisor, such plan shall constitute the future operating obliga-
tions of Unit Operator under this Unit Agreement for the period specified
therein. Thereaftler, from time to time before the expiration of any
existing plan, Unit Operator shall submit for like approval a plan for an
additional specified period of,opefation; said plan or plans shall be
modified or supplemented when necessary to meet changed conditions, or to
protect the interest of all parties to the Unit Agrecment. Reasonable
df]igence shall be exercised in complying with the obligations of any
approved plan of operation.

C. Unit Operator shall have the right to inject into the Unitized
Formation any substance or substances, whether produced from the Unitized
Formation or otherwise, for secondary recovery or pressure maintenance
purposes in accordance with a plan of cperation approved by the Supervisor.
Unit Operator shall also have the right to drill and maintain injection
wells on the Unitized Land and completed in the Unitized Formation, and to
use abandoned wells or wells producing from the Unitized Formation for said
purpose, and the parties hereto, to the extent of their rights and interests,
hereby grant to the Unit Operator the right to use as much of the surface
of the land within the Unit Area as may be reasonably necessary for the

cperation and the development of the Unit Area hereunder.

-14-



10.
11.
12.

14,
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

26.

28.
29,
30.
31.
32.

ARTICLE XI1I

TRACT PARTICIPATION AND ALLOCATION OF UNJTIZED SUBS,“HCES

A; Beginning at 7:00 A.M. on the effective date hereof, the Tract
Participation of each Tract shall be based upon the number of net productive
acre feet of the Unitized Formation uncerlying such Tract. Unitized
Substances shall be allocated to each Tract in the proportion that the
number of net productive acre feel of unitized Formation underlying such
Tract bears to the total number of net productive acre fect of Unitized
Formation underlying the éntire Unit Area.

B. The percentage set forth opposite each Tract in Exhibit “C"
represents the Tract Participatf&n to which such Tract is entitled if all
said Tracts are committed hereto and qualified as of the effective date
of this Agreement.

C. Promptly after approval of thé Unit Agreement, if all Tracts
are not qualified hereto, Unit Operator shall revise Exhibit "C" to show
all Tracts qualified to this Agreement by setting forth opposite each
Tract a revised Tract Participation fherefor, which shall be calculated
by using the same Tract factors and formula which were used to errive at
the Tract Participation of each Tract as set out in the original Exhibit
"C" but applying the same only to those Tracts which are qualified effective
as of the effective date of this Unit Agreement. Upon its approval by the
Supervisor, said revised Exhibit "C" shall become effective as of the
effective date of this agreement.

D. If, after the effective date of this Agreement, any Tract or
Tracts are subsequently committed hereto and qualified because of ex-
pansion of the Unit under Article IV hereof, or any Tract or Tracts are
subsequently qualified under the provisions of Article VI above, and Article
XXXI or if any Tract is eliminated from the Unit Agreement as provided in
Article XXX, the Schedule of Participation as shown in Exhibit "C" shall
be revised by the Unit Operator to show the new Tract Participations of all
the then qualified Tracts, and the revised Exhibit "C", upon approval by
the Supervisor when the revision is the result of a loss of title or by
the Director when the revision is the result of subsequent commitment of

interests, shall govern the allocation of production from the effective

-15-
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date thereof until the effective date of a new schedule so approved. In any
such revised Exhibit "C", pursuanl to this paragraph, the Tract Participation
of the previously qua]ificd Tracts shall vemain in the same ratio one to the
other,

"E.  On the effective date of this Agrecment, and thereafter, all
Unitized Substances produced hereunder (except any part thereof used in
conformity with good operating practices for drilling, opevaling, camp
and cther production or development purposes, Tor pressure maintenance or
secohdany recovery operations in accordance with a plan of operation
approved by the Supervisor, or unavoidably lost), shall be deemed to be
produced from the several Tracts‘of Unitized Lend, and for the purpose
of determining any benefits accruing under this Agreement each such Tract
shall have allocated to it that percentage of said production equal to its
Tract Participation effective hereunder duvring the respective period such’
Unitized Substances were produced, as set out in Exhibit "C".

F. The amount of Unitized Substances allocated to each Tract
shall be deemed to be produced from such Tract irrespective of the location
of the we]%s from which the same is produced and regardless of depletion
of wells or Tracts. In the absence of a controlling contract or agree-
ment to the contrary, when two or more leases, or part or pafts thereof,
have been combined into a single Tract, the percentage participation
assigned to such Tract shall, for all purposes, be divided among the
separate leases, or part or parts thereof, which have been put into such
Tract, in proportion that number of surface acres of the lease, or
part or parts thereof, contained in such Tract, bear to the total num-
ber of surface acres contained in said Tract.

G. No Tract committed to this Agreement and qualificd for parti-
cipation as above provided shall be subsequently excluded from participation
hereunder on account of depletion of Unitized Substances ovr incapability
to produce Unitized Substances, and nothing herein contained shall be
construed as requiring any retroactive adjustment for procduction obtained

prior to the effective date of the Joindcr of any Tracts.
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H. The Unitized Substances allocated to each Tract shall be
delivered in kind to the respective liorking Interest Quners and partic -
entitled thereto by virtue of the ownership of oil and gas rights
therein, or by purchase Trom such owhers. " Each Horking Interest Owner
and the parties entitled thereto shall have the continuing right to
receive such production in kind at a cowmon point within the Uit Area
and to sell or dispose of the same as it sees fit. Each such party shall
have the right to construct, maintain and operate all necessary facilities
for that purpose on Unitized Land, provided the same are so constiructed,
nmaintained and operated as not to interfere with operations carried on
pursuant hereto. Subject to Article XV hereof, any extra expenditure
incurred by Unit Operator by réaso} of the delivery in kind of any portion
of the Unitized Substances shall be 5orne by the party receiving the same
in kind. If a Royalty Owner has the right to take in kind a share of
Unitized Substances and fails to do so, the Working Interest Owner whose
Horking Interest is subject to such Royalty Interest shall be entitled to
take in kind such share of the Unitizeq Substances.

I. F-If any party fails to take in kind or separately dispose
of its share of Unitized Substances, Unit Operator shall have the right
for the time being and subject to revocation at will by the ﬁérty owning
the share, to sell or otherwise dispose of such production to itself or
to others on a day to day basis at not less than the prevailing market
price in the area for like production. The proceeds of the Unitized
Substances so disposed of by Unit Operator shall be paid to the party
entitled thereto.

J. Notwithstanding the foregoing, the Unit Operator shall not
make a sale into interstate commerce of any Working Interest Owner's
share of gas production without first giving such Working Interest Owner
sixty (60) days notice of such intendad §a1e.

K. Any party receiving in kind or scparately disposing of all
or any part of the Unitized Substances allocated to any Tract, or receiving

the proceeds thevefrom, if the same is sold or purchased by Unit Operator,

J17.



10.
11.
12.

shall be responsible Tor the payment of all royally on ihe Teese or Tesses
and Tracts contyibuted by it and received into the Unit, and ecch such
parity shall hold cach other party hereto harmlicss eagainst all claims,
denands, and causes of action Tor such voyalty on the lease or lesses and
Tracts contributed by it to the Unit Arca.

L. Working Interest Cuners may use as much of the Unitized.
Substances as they reasonably daem necessary for the - .erstion and develop-
rent of the Unit Area, including but not limited to the injection of
Unitized Substances into the Unitized Formation.

M. No royalty shall be payeble upon or with respect to Unitized
Substances used or consumad in the operation or development of the Unit
Area or which may be otherwise lost or consumzd in the production, handling,
treating, transporting or storing of Unitized Substances.

ARTICLE X1V
ROYALTY SETTLEMENT

A. The United States and all Royalty Owners who, under existing
contract, are entitled to take in kind a share of the substances unitized
hereunder produced from any Tract, shaf] hereafter be entitled to the
right to take in kind their share of the Unitized Substances allocated to
such Tract, and Unit Operator shall make deliveries of such royalty share
taken in kind in conformity with the applicable contracts, laws and
regulations. Settlement for Royalty Interest not taken in kind shall be
made by Working Interest Owners responsible therefor under existing
contracts, laws and regulations on or before the last day of each month
for Unitized Substances produced during the preceding calendar month;
provided, however, that nothing herein contained shall operate to relieve
the lessees of any land from their respective lease obligations for the pay-
ment of any royalties due under their leases, except thatl such royalties
shall be computed on Unitized Substances as é]1ocated to each Tract in
accordance with the terms of this Unit Agreement.

B. If gas obtained from lands or formations not subject to this
Agreement is introduced into the Unitized Formation hereunder, for use

in repressuring, stimulation of production, or increasing ultimate recovery,
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in conformity with a plan first agproved by the Supervisor, a like amount
of gas Tess appropriate deducticns for foss or depletion fyrom any cause,
may be withdrawn from the Unitized Formation, royalty free as to dry gas,
but not as to the products extrected thevefrom; proviced ihat such with-
draval sha]i be at such time as mey be provided in the epprovec plan of
operations or as may otherwise ba conscented to by the Supervisor as con-
forming to good petroleum engineering practice; and provided further that
sﬁch right of withdrawal shall terminate on the termination of this Unit
Agreement.

C. If natural gasoline, liauid petroleum gas or other 1iquid
hydrocarbon substances which vere not extracted from gas produced from
the Unitized Formation are injected into the Unitized Formation, in
conformity with an approved plan o€1oporat10n, Vorking Interest Owners
shall be entitled to recover, royalty free, part or all of such substances
pursuant to such formulas as may be approved by the Supervisor.

D. Royalty due the United States shall be computed as provided
in the operating regulations and paid in value or delivered in kind as to
a1l Unitized Substances on the basis of the amounts thereof allocated to
unitized Federal land as provided hereiﬁ at the rates specified in the
respective Federal leases, or at such lower rates as may be authorized
by Taw or regulation; provided that for leases on which the ro&a]ty rate
depends on the daily average production per well, said average production
shall be determined in accordance with the operating regulations as though
the Unitized Lands were a single consolidated lease.

ARTICLE XV
RENTAL SETTLEMENT

Rental or minimum royalties due on leases committed hereto shall be

paid by Working Interest Owners responsible therefor under existing contracts,

laws and regulations, provided that nothing herein contained shall operate

to relieve the lessees of any land from their respective lease obligations

for the payment of any rental or minimum royalty in lieu thereof due under

their leases. Rental or minimum royalty for lands of the United States
subject to this Agreemsnt shall be paid at the rate specificd in the

respcctive leases from the United States unless such rental or minimum
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vroyalty is waived, suspended or reduccd by law or b approval of the
Secretary or his duly authorized representative.
ARTICLE XVI
CONSERVATION

Operations herecunder and production of Unitized Substances shall

- be conducted to provide for the rost economical and efficient recovery of

said substances without waste, as defined by or pursuant to State oy
Federal law or regulation.
ARTICLE XVII

Unit Operator shall take appropriate and adequate measures to
prevent drainage of Unitized Substgnces from Unitized Land by wells on
land not subject to this Agreement, or with prior consent of the Divector,
pursuant to applicable regulations pay a faoir and reasonable compensatory
rovalty as determined by the Supervisor. In event compensatory royalty
is so paid, it shall be treated in the same manner as Unitized Substances.

ARTICLE XVIII

GAUGE OF MERCHANTABLE OIL

A. Unit Operator shall make a proper and timely gauge of all
lease and other tanks within the Unit Area and associated with the opera-
tion of Unitized Land in order to ascertain the amount of merchantable
oil above the pipeline connections in such tanks at 7:00 A.M. on the
effective date hereof. A1l such o0il shall be and remain the property of
the parties entitled thereto the same as if the Unit had not been formed;
and such parties shall promptly remove said oil from said tanks. Any
such 01l not so removed shall be sold by Unit Operator for the account of
parties entitled thereto, subject to the payment of all royalties, over-
riding royalties, production payments, and all other payments under the
terms and provisions of the applicable lease, leases or other contracts.

B. The oil that is excess of the prior allowable for the wells

from which it was produced shall be regarded as Unitized Substences produced

after the effective date hereof.



1. C. If, as of the effective date hercof, any Tract is over-

2. procuced with respect to the allowzblc of the wells on that Tract end
3. the amount of overproduction has boen sold or otherwise disposed of, such
4. overproduction shall be regarded as a j.art of the Unitized Substances
5. procuced after the effective dale hereof and shall be charged to such
6. Tract as having been delivered to ithe parties entitled to Unitized
7. Substances allocated to such Tract.
ARTICLE XIX

LEASES AND CONTRACTS COKFORMED AND EXTERNDEDR
8. A.  The terms, conditions and provisions of all leases, sub]eéses
9. and other contracts relating to exploration, drilling, development or
10. operation for oil or gas of Tands Commitited to this Agreement are hereby
11. expressly modified and amended to the extent necessary to make the same
12. conform to the provisions hereof, but otherwise to remain in full force
13. and effect; and the parties hereto hereby consent that the Secretary shall
14, and by his approval hereof, or by the approval hereof by his duly authorized
15. representative, does hereby establish, alter, change or revoke the drilling,
16. producing, .rental, minimum royalty and royalty requirements of Federal leases
17. committed hereto and the regulations in respect thereto to conform said
18. requirements to the provisions of this Agreement.
19. B. Without Timiting the generality of the foregoing, all 1@&3@5,
20. sub-leases and contracts are particularly modified in accovdance with the
21, following:
22. 1.  The development and cperation of lands subject to this
23. | Agreement under the terms hereof shall be deemed full
24, ‘ performance of all obligations for development and opera-
VAT tion with respect to each and every part or separately
26. | owned Tract of the Unitized Land, notwithstanding anything
27. to the contrary in any lease, operating agrcement or other
28. contract by and betweon the parties hereto, or their
29. respective predecessors in interest, or any of thenm.
30. : 2. Drilling and producing operations performzd hereunder upon
31. any Tract of Unitized Land will be accepted and deemed to
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be performzd upon aind for the banolit of cach and

every Tract of Unitized Land, and no lease shall be
deemed to expirc by veason of failure to arill or

produce wells situated on the Tand theyvein embraced.
Suspension of drilling or producing opcrations on all
Unitized Land pursuant to direction or consent of the
Secretary or his duly authorized representative shall

be deemad to constitute such suspension pursuant to

such divection ov consent as to euach and every Tract of
Unitized Land.

Each lease, sublease or contract relating to the explora-
tion, drilling, d;vclopment or operaltion for o1l or gas
of Tands commnittied to this Agreement, which, by its

terms might expire prior to the termination of this
Agreement is hereby extended beyond any such tevin so
provided thercin so that it shall be continued in full
force and effect for qnd during the tevm of this Agreenent.
The segregation of any Federal lease committed to this
Agreement 1is governed by the following provision in the
fourth paragraph of Section 17 (j) of the Mineral Leasing
Act, as amended by the Act of September 2, 1960, (74
Stat. 781-784): "Any (federa]) lease heretofore or here-
after committed to any such (unit) plan embracing lands
that are in part within and in part outside of the erea
covered by any such plan shall be segregated into separote

leases as to the lands committed and the lands not

comnitted as of the effective date of unitization;

Provided, however, that any such lease as to the non-
unitized portion shall continue in force and effect for
the term thereof but for not Tess than two years from

the date of such segregation and so long theveufter as

0il or gas is produced in paying quantities.”



i. C. Termination of this Agreocent shail not afiect any loase,
2. wnich, pursuant to the terms therecef or any applicaeble laws, shell continue
3. in force and effect thercafter.
ARTICLE XX
COVEMARTS RUIL WITH LAKD
4. A. The covenants herein shall be construcd to be covenants
5. running with tne land with respect to the interest of the parties hereto
6. and their successors in interest until this Agreemenl terminates, end any
7. grant, transfer, or conveyancc of interest in land or leases subject herclo
8. shall be and hereby is conditioned upon the assumntien of all privileges
9. and obligations hercunder by the grantee, transferce, or other successor
10. in interest. HNo assignment or transfor of any Wovrking Interest shall be
11. binding upon Unit Operator nor shall any transfer of any Royalty Interest
12. or other interest be binding on the Horking Intercst OQuner responsib]é for
13. payment or settlement thereof, until the first day of the calendar wonth
14. after Unit Operator or the responsible Horking Interest Owner, as the case
15. may be, is furnished with the original, photestat or certified copy of the
16. instrument of transfer.
17. B. If any Working Interest Owner shall, after exccuting this
18. Agreement, create any overriding royalty, production payment or any similar
19. interest out of such party's Working Interest, the new ownerlpr wnors of
20. such interest or interests shall be bound by the terms of this Agrecament
21. and the Unit Operating Agreement, if the Unit Operator is nol the only
22. Working Interest Owner under this Agrcement.
ARTICLE XXI
EFFECTIVE DATE
23. A. This Agreement shall become binding upon each party who
24, exgcutes or ratifies it as of the date of execution or ratification by
25. such party, and this Agreement shall become effective as of 7:00 A.M. of
26. tha first day of the calendar month next following:
27. (1) The execution or ratification of this Agreement and the Unit
28. Operating Agrecmznt by Working Interest Ownors of Tracts comprising cighty
29. per cent (80%) or more, on a surfacc acreage basis, of the Unit Avea as
30. shown on the original Exhibit "B" and which are gualified under the
31. provisions of Article VI.
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(2) Approval of this Agreement by the Director.
and provided further, that if (1) and (2) above are not accomplished on
or before November 1, 1968, this Agreement shall ipso facto expire on said
date (hereinafter called "expiration date") and thereafter be of no
further force or effect, unless prior thereto this Agreement has been
executed or ratified by Working Interest Owners of Tracts comprising eighty
per cent (80%) or more, on a surface acreage basis, of the Unit Area who
have voted to extend such expiration date for a period not to exceed six
(6) months. If said expiration date is so extended and this Unit Agreement
is not filed with the Director and the Commission for approval on or before
said extended expiration date, this agreement shall ipso facto expire on
said extended expiration date and thereafter be of no further force or
effect.

B. 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 recorded, a certificate to the effect that this
Agreement has become effective according to its terms and stating further
the effective date.

ARTICLE XXII
TERM

The term of this Agreement shall be for and during the time that
Unitized Substances can be produced in quantities sufficient to pay for
the cost of producing same from wells on Unitized Land and for as long
thereafter as drilling, reworking or other operations are prosecuted on
Unitiied Land without cessation of more than ninety (90) consecutive days,
and so long thereafter as Unitized Substances can be produced as aforesaid,
unless sooner terminated by Working Interest Owners, or by the Director as
provided in Article IX or Article XXIII.

ARTICLE XXIII
TERMINATION BY WORKING INTEREST OWNERS

A. This Agreement may be terminated at any time by Working Interest
Owners owning ninety per cent (90%) or more of the participation percentage
in the Unitized Land with the approval of the Director. Notice of any such

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

-24.



1. B. Upon termination of this Agveasent, the Pavties hereto shall

2. be coverncd by the tevms and provisions of the Teases and conlracts
3. affecting the scparate Tracts.
4. C. IT not specified othovirise by the Tesses unitized under this
5. Agrecment, R yvalty Quners hevreby grant Horking Interest Owners @ period
6. of six (6) months after tevwination of this Agreemont in wihich to salvage,
7. sell, distribute or otherwise dispose of the porsonal propoerty and
o, facilities used in connection with Unit Operations
9, D. Unit Operator shall, within thirty (30) days after the terwmina-
10. tion of this Agreement has been determined, pursuant to Article IX or
11. Article XXI1I hereof, file for yecord in the office or offices where a
12. counterpart of this Agreement is “écordod} a certificate setting Torth
13. the fact of such termination and the date therecf.

ARTICLE XXTV

RATE OF PROGSPECTING, DLVLLOPMENT AND PRODUCTION

14. A. The Director is hereby vested with asuthority to alter or modify
15. from time to time in his_disc etion ih“ quantity and rate of production
16. under this Agreement when such quontity end rate is not fixed pursuant to
17. Federal or State law or order of any duly authorized regulatory body undeyv
18. eny Federal or State statute, such euthority being hereby Tinited to
19. alteration or modification in the public interest, the purpose thercof
20. and the public interest to be scrved thereby io be staled in the orcer of
21. alteration or modification; providad that such elteration or modification
22, is not in vio1ation‘of any applicable Federal or State law.
23. B. | Powets in this section vested in the Director shall only be
24 . exercised after notice to Unit Operator and opportunity for hearing to be
25, held not less than fifteen (15) days from notice.

ARTICLE XXV

APPESRARCES
26, Unit Operator shall, aftei notice to other parties affected, have
27. the right to appear for and on behalf of eny end all interests affected
28, hereby before the Department end the Commissivin and to appeal {rom order:
29. issued under the regulations of the Department or the Cormission oy tlo
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22.
23.

24,

26,

epply for velief frem any of saic reoulaticns or in any proccedings
relative to operations before the Dopavinent oy Conmission or any other
Tegally constituted authorily; providad, however, that any other interested
party shall also have the right at his own exbense to be heafd in any
such proceading.

ARTICIE XXVI

NOTICTS
A1T notices, demands or statements requived horeunder to‘be given

or rendered to the parties hereto shell be deemad fully given, if given in
writing, or personally delivercd to the party or sent by postpaid certificd
mail, addressed to such party at‘the latest address such party hos furnished
to the party sending the notice, demend or statement.

ARTICLE XXVII

NO WAIVER CF CERTAIN RIGHTS

Nothing in this Agreement contained shall be construed as a waiver
by any party hereto of the right to essert any legal or constituticnal
right or defense as to the validity or.inva11dity of any law of the State
of New Mex}co, or of the United States, or the rules or regulations issucd
thercunder in any way affecting such party, or as a waiver by any such
party of any right beyond his or its authority to waive, proQided, however,
each party hereto covenants that during the existence of this Agrcement,
such party shall not resort 1o any actien at law or in equity to partition
the Unitized Land or the facililies used in the development or orcration
thereof and to that extent waives the benefits of all laws authorizing
such partition.

ARTICLE XXVI
UNAVOTDAGLE. DELAY

A1l obligations under this Agreement requiring the Unit Operato:

to commence or continge operations hereunder shall be suspended while, but
enly so long as Unit Operator, despite the exercise of duc carce and dili-

¢ence, is prevented from complying with such obligations, in whole or in

part, by strikes, acts of God, Fedaral, State or municipal law or agencies,



1. unovoidable accidents, uncontyolleble delays in trenspoyteiion, iuabilily

2. to obtain necessary materials in opon market, or olhor matiev: bayonc

3. reasounable control of Unit Operetor, whethoy siwilor Lo wmaticrs herein
4. envieevated or not.
ARTICLE XXIX
NON-DISCRIFTIATION
5. | In connection with the pertormence of work under this Aovecnent,
6. the Unit Operator agrees to cowply with all of the provisions of Section
7. 202 (1) to (7), inclusive, of Executive Ovder 11246, 30 F.R. 12319, which
8. are hereby incorporated by reference in this Agrecnent.
ARTICLE XX |
LOSS OF TITLE
9. A. If any Tract of Unitized Lond ceases to have suffcient Vovking
10. Interest or Royalty Interest copmitied to this Agireement to meet the
11. conditions of Article VI because of failure of title to any party hereio,
12. such Tract shall be regarded as not coumitied hereto as of 7:00 AM. on
13. ihe first day of the calendar month in which such failure of title is
14. finally deﬁermined;.provided, however, “that no such Tract shall be so
15. recarded iT the same can be requalified under said Article Vl within
16. nivety (90) days after the date on which such title failure wa fwna1iy
17. deteynined.  If any such Tract cannct so be rcqualified, Unit Operator
18. shall recompute the Tract Participation of each Tract of Unitized Land
19. remaining subject to this Agresment so that such Tract Participations
20, shall vemain in the same ratio one to another. Thereafter, Unit Operator
21. shall revise Exhibit "B" and Exhibit "C" conformably with such recompu-
22. tation. Each such vevised Exhibit shall be effective at 7:00 A.M. on the
23. first day of the calendar month in which such failure of title is finally
24, determined. If title to a Working Interest fails, the rights and obliga-
2bh. tions of Working Interest Owners by reason of such failurc sha11.be goveirned
26. by the Unit Operating Agreement. I¥ title to & Royalty Interest fails,
27. but the Tract to which it relates vemzins committea to this Agreement,
28, the Royalty Owner whose title feils shall not be entitlcd to participate
29. hereunder insofar as its pavticipetion is based on such lost Royolty



Interest. In the event of a cispuie as Lo the title Lo any Vovrking or

oL

Rovalty Intevest, or other interest sun

Ject hoveto
en account thevcof may be withheld without Tiabitity ovr intevost until
the dispute is Tinslly settled; providad, that as teo Federal Tands or

leases, no payicents of funds due to the United States of fmorica shall

be withheld, but such funds shall be deposited by the Supervisor to be held

L.

as unearned money pending final scttloment of the title disputle, and then

(g

applied as earned or returned in sccordance with such final settlement.

B. Unit Operator as such is relieved from any vesponsibility for
any defect or failure of any title horcunder.

C. In order to avoid title Tailure which nmight incidentally
cause the title to a Vorking Intercst ov Interests tc fail, the owncrs of
(1) the surface rights to land subject to this Agreemant, (2) severed
mirerals or Royalty Interests in said land, and (3) improvements located

sl

on said lands but not utilized for Unitl Operations, shell dindividually

b

]

responsible for the renditicn and essessment, for ad valorem tax
purposes, of all such property, and for payment of such laxes, except as
otherwise provided iﬁ any contract or agreement betwean such owners and

a Yorking Interest Owner or QOwners or in the Unit Operating fgreement. If
any ad valorem taxes are not paid by such cwners responsible thercfor wien
due, the Unit Operator may, at eny time prior to tax sale, pay the seme,
redeem such property, and discharge such tax liens as may arise through
non-payment. In the event the Unit Ope“ator‘makes any such payment or
redeems any such property from tex sale, the Unit Gperator shall be
reimbursed therefor by the Working Interest Owners in propertion to their
respective percentages of Unit Participation; and Unit Operator shall
withhold from the proceeds otherwise due to said delinquent taxpayer or
taxpayers, an amount sufficient to defrey the costs of such poyment or
redemption, such withholdings to be distributed emong the Working Interest
Ownefs in proportion to theiy resp .tive contributions toward such pavmont

or redemption.
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ARTICLE X)¥i
SUBSEQUELTT JUIRIER

]

After the effective date of tihis Agvrocoient, the conmitiont of any
interest in any Tract within lhe Unit Aves shail be upon such equitoble

terms as may be negotiated by Vovking Interest Owners and the ciomeyr of

such interest. After the effective dote hevecof, jeinwoy by @ Royelty

Oviner must be consentied to in wiriting by the Working Interest Ouwner counitied
g

hereto and responsible for the payment of eny bencfits that may eccrue
hercunder in behalf of such Royalty Intevest. Joinder by eny Royalty
Owner at any time must be accoirpanicd or preceded by eppropriate joinder
by the Owner of the corvesponding Working Interest 1h order Tor the
interest to be regarded as effcectively committed. Joinder to the Unit

Agreemant by a Working Interest Owner at any time must be zccompanicd by

apprepriate joinder to the Unit Operating Agreewment if the Unit Operator

is not the only Working Interest Cuner hercunder, in order for the interest

to be regarded as committed to this Unit Agrecment. Except as may othev-
wise herein be provided, subsequent joinders to this Agrecment shall be
effective as of the first day of the month following the filing with the
Suparvisor of duly executed counterparts of all or any papers necessary
to establish commitment of any Tract to this Agreeincnt un}esé,objcction
to such joinder is made within sixty (60) days by the Divector.

ARTICLE XXXII

COURTERPARTS
A. This Agreement may be executed in any number of counterpartis,
no one of which need; to be executed by all parties, or moy be ratified or
consented to by separate instrument in writing specifically referring
hereto and shall be binding upon @11 those parties who have executed such
a counterpart, ratificatfon o consent hereto with the same force and

effect as if all such parties had signed the same document and regardless

t !

of vhether ov not it is executed by all other parties owining or claiming

an interest in the lands within in

N

[ 4 I .
above-described Unit Ares.

B. In the event any of the parties hereto owns both MHorking

[EE

Interests and Royalty Interests, as such interests are shovn on Exhibit "B

3



)
(AN

o

17.
18.
19.
20.
21.
22.

~

it shall not be necessary foy sush porly to exccute this Aovocnont in
both capacities in order to cemmit beth classes of dintovest.  Dxecuiion
hercof by any such party in cone capacity shall olso constitubte execution
in the other capacity.
ARTICLE XXXIIT
TAXES

Each party hereto shall, for its own account, ronder oand pay

its share of any taxes levied againsl or measured by the amount or voluc

of the Unitized Substances producced firom the Unitized Land; provids 7,
howeveyr, that if it is reguired oy if 1t be determined that the Unit
Opevator, or any of the WHorking Interest Owners, must pay or advance
said taxes for the account of the BarLies hereto, it is herchy expressly
x1ebd that the parties so paying oy advancing said toxes shaell ba reim-
bursed therefor by the parties hereto, including Reyclty Ownoevs, who moy
be responsible for the texes on their respéctive allocated shere of said
Unitized Substances. No such taxes shall be cherged to the United States
nov to any lessor who has a contract with a Tessee which requives his
lessee to pay such taxes.
ARTICLE XXXIV
NO PARTMERSHIP
The duties, obligations and liabilities of the parties herete
are intended to be several and not joint or collective. This Agrecment is
not intended to create and shall not be construed to create, an associa-
tion or trust, or to impose a parthership duty, obligation or Tiability
with regard to any one or more of the parties hereto. Each party hereto

shall be individually responsible for its own obligations as herein

provided.
ARTICLE XXXV
BORDER AGREENENTS
Unit Operator, with concurrence of.Vw:411 interest Cuners having

a combined Unit Participation of sixty-five per cent (65%) or move, may,
subject to approval of the Supervisoer, enter into an agreemont or ayrec-

4

ments with the Working Interest Owners of adjacent Tands with respect Lo



1. the operations dasigned to increpse ullimate recovery, conscrve natural

~nN

resoyrces end to protect the partices and intercst,
ARTICLE XXXVI

CORRECT104 GFF ELRORS

3. It is hereby agreced by 211 povidies to this Agreement that Unit

4. Gpevator is empovered To covrect any muthematical or clerical crrors which
5. may exist in the pertinent exhibits to this Agrocmont; providad, however,
6. that correction of any error other then mathematical or clerical shall
7. be made by Unit Operator only es provided in Paragraph B of Articie 117
8. heveof. If any such corrections are nmade, Unil Operaior shall Tile not
9, less than six (6) copics of the corrected pages of this Agrecwent or of the
10. Exnibits hercto with the Supervisor. Unit Cperator shall also provide
11. such corrected pages to the othor parties hereto and shall otherwise
12. conly with the provisicns of Paragraph 3 of Article TI11.

ARTICLE XXXVII

PERSONAL PROPERTY EXCEPTED

13. Each of the Working Interest Owners hereto has herctoforc incividually
14, placed in or on wells drilled by such Vorking Interest Owner on its leases

5. or interests and in or on the land covered by said leases or interests

16. certain casing, casing flanges, tubing, rods, pipes, tanks, as well as

17. other lease and well equipment or othecr personal property (to all of which
18. provisions hereof are applicable, whether similer or dissimilar in nalure

19. to the foregoing enumeration).} ks to &1l of such equipment, the installing
20. Werking Interest Quwner has the contractual right in and under its respec-

21. tive leases to remove the samz from the premises, end the installation

nNe
~o

theyeof by said Working Interest Owner was with the intention end undar-

23. standing that all of such equipment would be and remain perscnal property
24, and that no part thereoi would be or become fixtures to the realty.

25 The Working Interest Owners hereto have dealtor shall deal separately

26. amona themselves and do herehy or shali meke @ senarate agreoment with

N
~I

each other with respect to such lease and well equipmnent and all other

28. personal property located in oy on the well oy their respective leases,
29. orr one hand, and the realty, Tecaschold estates, and the wells (exclusive



10.

11.
12.
13.
14.

16.
17.
18.
19.
20.
21.
S22,
23.
24.
25.
26.
27.

of all equipment in or on said w2lls) located on and the Unitized
Substances underlying the Unithrea, on the other hand. To that end,
the Horking Interest Owners have severed, and do hereby sever, or shall
sever, for a]]_purpbses of this Agreement, all such lease and well equip-
ment and other such personal property which may be located in or on the
respective leases or in or on the wells thereon from the real lease-
hold estates, and the wells located on and the Unitized Substances under-
lying the Unit Area. To conform their respective investments in such
equipment, Working Interest Owners have made or shall make a separate
agreement with each other with respect thereto.
ARTICLE XXXVIII
LIEN OF UNIT-OPERATOR-

Unit Operator shall have a Tien upon the interests of Working

Interest Owners in the Unit Area to the extent provided in the Unit Operating

Agreement, if the Unit Operator is not the only Working Interest Owner
hereunder,
ARTICLE XXXIX
CONFLICT OF SUPERVISION

-

Neither the Unit Operator nor the Working Interest Owners, nor any
of them, shall be subject to any forfeiture, termination orvéxpiré{ion of
any rights hereunder or under any leases or contracts subjeci 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 or the Working Interest Owners, or.any of them,
are hindered, de]ayed or prevented from complying therewith by reason of
failure of the Unit Operator to obtain, in the exercise of due diligence,
the concurrence of proper representatives of the United States in and
about any matters or things concerning which it is required herein that
such concurrence be obtained. The provisions of this Article shall also
be deemed fo include any other governmental body or agency if non-Federal

lands become committed to this Agreement.



ARTICLE XL
NON-FEDERAL LANDS

1. If any non-Federal lands become committed to this Agreement under any
provision of any Artfc]e hereof, all provisions which make reference to
the approval by the Director and/or Supervisor shall be deemed to also
include the Commission and Commissioner of Public Lands of the State of

. New Mexico. Further, in such event, all provisions hereof which require

(=) BN & 2 BN~ L “S B |

the furnishing of notices, information or data to the Director and/or

Supervisor shall be deemed to also include the Commission and said

Commissioner.

é

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed as of the day and year first hereinabove written, but effective as
hereinabove provided, and have set opposite their respective names the dates of
execution.

TENNECO OIL COMPANY
ATTEST:

M. F. Carr, Assistant Secretary

ins, Vice President uéE?

P.0. Box 1031 Qﬂe‘

Midland, Texas 79701

Date: July 26, 1968 Attention: District
Production Superintendent

ddréss;

Also send notices to:
Tenneco 0i1 Company
P. 0. Box 2410 - _
Denver, Colorado 80201
Attention: Division
Production Superintendent

UNIT OPERATOR, WORKING INTEREST OWNER AND RECORD OWNER

Date:

JOE W. CHERRY.

Date:

MADELEINE M. CHERRY
Address:

(Include Zip Code)

-33-



Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

AMES C. VANDIVER
EVELYN J. VANDIVER
Address:

“{TncTude Zip Code)

F. D. McCALLON, also known as

F. DORRAI

NE McCALLON

Address:

“(IncTude Z1p Code)

THOMAS G.

WHIGHAM

VIRGINIA
Address:

WHIGHAM

(Include Zip Code)

DAVE M. T

HOMAS, JR.

BARBARA S. THOMAS
Address:

(Include Zip Code)
CLAUDE C. KENNEDY
EDNA KENHEDY T
Address:

(IncTude Zip Code)



A

Date:

Date:

Date:

Date:

Date:

Date:

Date:

CARL WHIG!

iAM, SR.

SUSTE™ ARN WHIGHAM

Address:

(Include Zip Code)

M. FINELL

KAREN FINELL

Address:

(IncTude Zip Code)

ERVING WOLF

WOLF

Address:

(IncTude Zip Code)

RAYMOND CHORNEY

‘CHORNEY

Address:

(IncTude Zip Code)



Date:

ALPHA HOTCHKISS

Date:

LESTER C. HOTCHKISS
Address:

(Include Zip Code)



S (Corporate)

THE STATE OF COLORADO X

COUNTY OF DENVER X

The foregoing instrument was acknowledged before me this 26ﬂ1 day of

July , 1968, by J. S Collins ' Vice President
of Tenneco (il Company . Delavare corporation, on be-

half of said corporation. é: )éé///

Notary Public i and for
My commission expires Denver County, Colorado

My Commission expires June 29, 1971

. (Corporate)
THE STATE OF X
COUNTY OF X
The foregoing instrument was acknowledged before me this __ day of
: ., 1967, by ’ , :
of a corporation, on be-

half of said corporation.

Notary Public in and for
My commission expires County,

(Husband & Wife)

THE STATE OF X
COUNTY OF ' X
The foregoing instrument was acknowledged before me this day of
) 1967, by - and his wife,
Notary Publiclinrand for
My commission expires County;
(Individual)
THE STATE OF X
COUNTY OF X
The foregoing instrument was aéknowledged before me this day of
, 1967, by .

Notary Public in and for
County,

My commission expires
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CONSENT AND RATIFICATION
SOUTH HOSPAH UNIT AGREEMENT
EMBRACING LANDS IN McKINLEY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the South Hospah Unit Area embracing lands situated in McKinley
County, New Mexico, which said Agreement is dated the 26th day of July,
1968, and acknowledge that they have read the same and are familiar
with the terms and conditions thereof. The undersigned also being
the owners of overriding royalties or other interests in the lands or
minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit '"B'", do hereby commit all
of their said interests to the South Hospah Unit Agreement, and do
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the ori- -
ginal of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth in their respective acknowledgments.

N / Ly

LJ,W Fruill

STATE OF (o /forn/ e )
| - % ss
COUNTY OF Lpz flupetes )

The foreg01ng instrument was acknowledged before me this
Z 7/ daY Of e ﬂ/pmﬁ( 12 1968 by /'77&/‘&1;! AE’L‘/'K: // (‘Ln(/ MJF/? /C/'-:'I's‘//w-

PN OFFICIAL SEAL
1 NIART R BROKISH
ol NOTARY PUBLIC-CALIFORNIA -
isstoncEXpiFasgy Tl s /1//@//4/(
tiy Commission Expires June 23, 1972 ’ ﬂotary Public
8386 Blackburn Ave., Los Angeles, Calif, 90048 -
STATE OF )
‘ s SS
COUNTY OF )
The foregoing instrument was acknowledged before me this

My Commission Expires:

Notary Public




'COUNTY OF DENVER

CONSENT AND RATIFICATION
: SOUTH HOSPAH UNIT AGREEMENT
EMBRACING LANDS IN McKINLEY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the South Hospah Unit Area embracing lands situated in McKinley
County, New Mexico, which said Agreement is dated the 26th day of July,
1968, and acknowledge that they have read the same and are familiar
with the terms and conditions thereof. The undersigned also being
the owners of overriding royalties or other interests in the lands or
minerals embraced in said unit area, as indicated on the schedule

‘attached to said Unit Agreement as Exhibit ''B", do hereby commit all -

of their said interests to the South Hospah Unit Agreement, and do
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the ori- -
ginal of said Unit Agreement or a counterpart thereoﬁ

IN WITNESS WHEREOF, this instrument is exocuted by the under-
signed as of the date set forth in their respeCEZijyécknoxZedgments

1) w&)f

Erving Wolf
. , P

Joyce VVojf, spouse

STATE OF COLORADO )
: 2 s8
)

. - The foreg01ng instrument was acknowledged before me this
_13th_ day of September 1968 by Erving Wolf Q”dJoyce Wolf, his wife. -

N

A'?My Commission Explres /;%%ﬁbé ; (11§(é2ﬂagﬂf7
5/19/71 . /// Notary Public
STATE OF ) -
: ss
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1968 by

My Commission Expires:

Notary Public

B Lt SO A S ) . — e v



CONSENT AND RATIFICATION
SOUTH HOSPAH UNIT AGREEMENT
EMBRACING LANDS IN McKINLEY' COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the South Hospah Unit Area embracing lands situated in McKinley
County, New Mexico, which said Agreement is dated the 26th day of July,
1968, and acknowledge that they have read the same and are familiar
with the terms and conditions thereof. The undersigned also being
the owners of overriding royalties or other interests in the lands or
minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit '"B", do hereby commit all
of their said interests to the South Hospah Unit Agreement, and do
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the ori- -
ginal of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
- signed as of the date set forth in thei

respective acknowledgments.

}aymond Chorﬁew ‘
L &*ﬂ/,/&/ (/D ] &

. : .z}"gan Chorney, Spouse 7
STATE OF Wyoming ) i “

' 2 ss 7
COUNTY oF __ Natrona )

The foregoing instrument was acknowledged before me this
10th day of September 1968 by Raymond Chorney and Joan Chorney, -

husband and wife

I Mgaganessantans B Notary Public
% County of State of ' v
STATE OFpMatrona Wyoming )
My Conmmtsstom EXpires Fab. 2,1971 &g
COUNTY OF )

The foregoing instrument was acknowledzed before me this
day of 1968 by

My Commission Expires:

Notary Public

D D RS S P Y

D



CONSENT AND RATIFICATION
SOUTH HOSPAH UNIT AGREEMENT
EMBRACING . LANDS IN McKINLEY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the South Hospah Unit Area embracing lands situated in McKinley
County, New Mexico, which said Agreement is dated the 26th day of July,
1968, and acknowledge that they have read the same and are familiar
with the terms and conditions thereof.  The undersigned also being
the owners of overriding royalties or other interests in the lands or
minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B'", do hereby commit all
of their said interests to the South Hospah Unit Agreement, and do
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the ori-
ginal of said Unit Agreement or a counterpart thereof.

IN WITINESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth in their respective acknowledgments.

I TP

STATE OF California _)
. 2 S§8
COUNTY OF Fresno )

- The foregoing instrument was acknowledged before me this
20 day of September 1968 by

LESTER C. HOTCHKISS and ALPHA L. HOTCHKISS, his wife,

My Commission Expires: /f;;zzgﬁ;g7 ,%7 /(/Z,L@

—

2/18/72 Notary Publi¢’
STATE OF )
. 88
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1968 by

My Commission Expires:

Notary Public




CONSENT AND RATIFICATION
SOUTH HOSPAH UNIT AGREEMENT .
EMBRACING LANDS IN McKINLEY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the South Hospah Unit Area embracing lands situated in McKinley
County, New Mexico, which said Agreement is dated the 26th day of July,
1968, and acknowledge that they have read the same and are familiar
with the terms and conditions thereof. The undersigned also being
the owners of overriding royalties or other interests in the lands or
minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit '"B'", do hereby commit all

" of their said interests to the South Hospah Unit Agreement, and do

hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the ori- -

‘ginal of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth in their respective acknowledgments.

%« Dy o T i //“/

' 5 ol B J‘L‘V‘\\‘\ R 2
STATE OF Dov MNagicr )
, 2 ss
COUNTY OF Do D\ ., )

' "The-foregoing instrumen; was acknowledged before me this
31"- da}' Of '\1\.{ »\\-\_- R K%L\. 1968 by " o 3\'\ \kaf‘)\.\(\ . \\\ L T

4

My Commission Expires: G TN N\ T e
R A E Notary Public

STATE OF )N = N .le,

\Jn\.)
/]
[4:]

COUNTY OF e . ™\ .

The foregoing instrument was acknowledged before me this
Q¢ day o_f ‘\.’ ‘-.Y‘: ;x.'r\wk N 1968 by }\ !:\‘«'\ NN ‘\ 's‘\\‘( NN

ommatmir————y ()

My Commission Expires: ,;>\ L ¥M>/(\{L \d\\(
1.5 j

5 g N Notary Public

i At e et e SR von A AR e A = £ & oo WIS a1 =Y - e . e e et m mmme i ns s A s g —en we n s



'COUNTY OF _San Juan

CONSENT AND RATIFICATION
SOUTH HOSPAH UNIT AGREEMENT
EMBRACING LANDS IN McKINLEY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the South Hospah Unit Area embracing lands situated in McKinley
County, New Mexico, which said Agreement is dated the 26th day of July,
1968, and acknowledge that they have read the same and are familiar
with the terms and conditions thereof. The undersigned also being
the owners of overriding royalties or other interests in the lands or
minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit '"B'", do hereby commit all
of their said interests to the South Hospah Unit Agreement, and do
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the ori- -
ginal of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth in theix respective acknowledgments.

St (7.

STATE OF New Mexico )
: 2 8s
)

, '\"The.foregoing instrument-was acknowledged before me this
_1ithday of September 1968 by _Claule C, Kennedy, and i

- . » Edna Kennedy, his wife. - /) -/
My Commission Expires: gé?{k*/ ﬁZ;aézﬁé/

) AQZ%?&?J ‘ ‘ Notary Public

STATE OF ) |

: ss .
COUNTY OF )
The foregoing instrument was acknowledged before me this

day of 1968 by , :

My Commission Expires:

Notary Public




My Commission Expires:

CONSENT AND RATIFICATION
SOUTH HOSPAH UNIT AGREEMENT
EMBRAGING LANDS IN McKINLEY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the South Hospah Unit Area embracing lands situated in McKinley
County, New Mexico, which said Agreement is dated the 26th day of July,
1968, and acknowledge that they have read the same and are familiar
with the terms and conditions thereof. The undersigned also being
the owners of overriding royalties or other interests in the lands or
minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B'", do hereby commit all
of their said interests to the South Hospah Unit Agreement, and do
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the ori- -
ginal of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth 1n their respective acknowledgments.

mﬂ@km O o

STATE OF New Mexico )
) % 88
COUNTY OF _San Juan )
"'The foregoing instrument was acknowledged before me this

20thday of September 1968 by F. D. McCallon R

My CommL531on Explres ;ﬁ;k;,<gpﬁnuhagm/
My Comminds 4 Drnlvas Glarch o, 1972 ’ * Notary Public

STATE OF ) |

_ : ss

COUNTY OF )

The foregoing instrument was acknowledaed before me this
______day of’ 1968 by

Notary Public




.
s

CONSENT AND RATIFICATION
SOUTH HOSPAH UNIT AGREEMENT
EMBRACING LANDS IN McKINLEY COUNTY, NEW MEXICO

The undersigned (whether one or mofe) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-

. tion of the South Hospah Unit Area embracing lands situated in McKinley

County, New Mexico, which said Agreement is dated the 26th day of July,
1968, and acknowledge that they have read the same and are familiar
with the terms and conditions thereof. The undersigned also being
the owners of overriding royalties or other interests in the lands or
minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B", deo hereby commit all
of their said interests to the South Hospah Unit Agreement, and do
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the ori- -~
ginal of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth in th/;r respective acknowledgments.

T ¢t (47 ;L/i:*4éz;0\tﬁu/

, N fames 7 diver
C,/ZHaé;¢%q/’ ;7 4247514;/2w,/LJ
Evelyny J. Vandiver

P. 0. Box 202

Farmington, New Mexico 87401 ,

STATE OF New Mexico )

COUNTY OF San Juan )

' The foregoing instrument was acknowledged before me this
20th day of sSeptember, 1968 by James C. Vandiver and e T

Evelyn J. Vandiver, his wife.

-wﬁmc mm*s51on Explres B ;éiu;pztikvnﬂadfb@/
. Caly xmn&wzupmShmnnﬂ,W72 : -/ Notary Public
. STATE OF _ )
L 3 : 88
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1968 by

My Commission Expires:

Notary Public




CONSENT AND RATIFICATION
SOUTH HOSPAH UNIT AGREEMENT
EMBRACING LANDS IN McKINLEY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the South Hospah Unit Area embracing lands situated in McKinley
County, New Mexico, which said Agreement is dated the 26th day of July,
1968, and acknowledge that they have read the same and are familiar
with the terms and conditions thereof. The undersigned also being
the owners of overriding royalties or other interests in the lands or
minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B'", do hereby commit all
of their said interests to the South Hospah Unit Agreement, and do
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the ori- -
ginal of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-

signed as of the date set forth in th respectiy, kpo edgments.
WITNESSES: : | E )%

Ml M Wtk L @Ww%4
sTATE oF _QH19 )
- Crpp T 2 ss
COUNTY OF ¥ & 4-2"™ ) -
» "'The foregoing instrument was acknowledged before me this
234 day of _ September 1968 by __JOT W. CHERRY end MADELEINE M. CHERRY, =~
" his wvife,
Commission Explr S: UL Bl Al
¥IELEN M. MITCHELL Notary Poblic
Ky Commussxon Expiras Aug, 21, 1972
STATE OF )
. : ss
COUNTY OF )
The foregoing instrument was acknowledoed before me this
day of 1968 by <

My Commission Expires: :
: Notary Public
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EXHIBIT "B"

Attached to and made a part of the Unit Agreement for the South
Hospah Unit Area, McKinley County, New Mexico.

Schedule of Overriding Royalties

TRACT NO. 1:

TTOMNER PERCENTAGE
M. Finell, whose wife is Karen Finell .750%
Erving Wolf : 1.125%

Raymond Chorney | 1.125%
A 3.000%

Production payment in the total amount of $500,000.00 to be paid out of production
from Tracts 1 and 2 as more particularly provided in that certain Assignment of

Record Title to 01l and Gas Leases dated September 13, 1966, effective September 1,
1966, from Joe W. Cherry, et al, Assignors, to Tenneco 0il Company, Assignee, re-
corded in Book 33 at Page 56 of the Lease Records of lMcKinley County, New Mexico;
reference is made to that certain Assignment for all purposes hereof. Said produc-
tion payment, when due and payable, will be owned in the following proportions, to-wit:

Dave M. Thomas, Jr., whose wife is

Barbara G. Thomas 12.500%
Claude C. Kennedy, whose wife is

Edna Kennedy 6.250%
F. D. McCallon, also known as F. Dorraine McCa]]on 6.250%
Carl Whigham, Sr., whose wife is

Susie Ann Whigham 35.000%
Thomas G. Whigham, whose wife is _

Virginia Whigham 15.000%
James C. Vandiver, whose wife is '
Evelyn J. Vandiver 12.500%
Joe W. Cherry, whose wife is

Madeleine M. Cherry _12.500%

100.0030%
TRACT NO. 2:
OV\ER PERCENTAGE

Alpha L. Hotchk1ss, whose husband 1s

Lester C. Hotchkiss 2.00%

Production payment in the total amount of $500,000.00 to be paid out of production
from Tracts 1 and 2 as more particularly provided in that certain Assignment of

Record Title to 0i1 and Gas Leases dated September 13, 1966, effective September 1,
1966, from Joe W. Cherry, et al, Assignors, to Tenneco 0il Company, Assignee, re-
corded in Book 33 at Page 56 of the.lease Records of McKinley County, New Mexico;
reference is made to that certain Assignment for all purposes hereof. Said produc-
tion payment, when due and payable, will be owned in the following proportions, to-wit:

Dave M. Thomas, Jdr., whose wife is

Barbara G. Thomas 12.500%
Claude C. Kennedy, whose wife is

Edna Kennedy ' 6.250%
F. D. McCallon, also known as F. Dorraine McCallon 6.250%



Carl Whigham, Sr., whose wife is

Susie Ann Whigham _ 35.000%
Thomas G. Whigham, whose wife is

Virginia Whigham 15.000%
James C., Vandiver, whose wife is ,

Evelyn J. Vandiver 12.500%
Joe W. Cherry, whose wife is

Madeleine M. Cherry 12.500%

100.000%

m»mmmnmm payment payable out of the production
&utx&uluﬂzumibhwtofzsxotmu:rmmum
by Tenneco 0il Company from the oil and gas lesses covering said tracts.

¢



TO THE UNIT AGREEMENT

SCHEDULE OF TRACT PARTICIPATION

 HOSPAH UNIT, McKINLEY COUNTY, NEW MEXICO

TRACT NUMBER TRACT PARTICIPATION
1 81.40%
2 18.60%
: 100.00%



BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE Or NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 3867
Order No. R-3513

APPLICATION OF TENNECO OIL COMPANY
FOR APPROVAL OF THE SOUTH HOSPAH UNIT
AGREEMENT, McKINLEY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on September 25, 1968,
at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this__2nd'  day of October, 1968, the Commission, a
guorum being present, having considered the testimony, the record,
and the recommendations of the Exanmirier, and being fully advised
in the premises,

FINDS = .

(1) That due public notice having been given as reqguired by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Tenneco 0il Company, seeks approval
of the South Hospah Unit Agreewmcent comprising 475.90 acres, more
or less, o0f Federal lands described as follows:

McKINLEY COUNTY, NEW MEXICO
TOWNSHIP 17 NORTH, RANGE ‘9 WEST, NMPM
Section 12: Lots 1, 2, 3, 4, 5, 6,
W/2 NE/4, E/2 XW/4, SW/4 NW/4,
NW/4 SE/4, and N/2 SW/4

(3) "That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area.



-
CASE No. 3867
Order No. R-3513

IT IS THEREFORE ORDERED:

(1) That the South Hospah Unit Agreement is hereby approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
pPrinciple as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and development of any
lands committed to the unit and production of oil or gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the event
of subsequent joinder by any party or expansion or contraction of
the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or

ratified. '
|

(4) That this order shall become effective upon the approval
of said unit agreement by the Director of the United States Geologi-
cal Survey; that this order shall terminate ipso facto upon the
termination. of said unit agreement; and that the last unit opera-
tor shall notify the Commission immediately in writing of such
termination.

(5) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

DAVID F. CARGO, Chairman

GUYTON B. HAYS, Member
- A. L. PORTER, Jr., Member & Secretary
SEAL

esr/






