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County GUADALUPE COUNTY, NEW MEXICO
DATE OCC CASE NO. 7031 EFFECTIVE TOTAL SRCRECGATION —

£ - & DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM

N COMMISSIONER COMMISSION 7. 30- 20 15,681.60 3,842.80 11,038.80 800.00 Yes Syrs
/0~ 20~ 8©
)
- UNIT__AREA

! TOWNSHIP 6 NORTH, RANGE 17 EAST, N.M.P.M. )
v Sec. 1, W/2, SEf4 Secs. 19, 20, 21, 22, 23; All
i Secs 2, 3; All Sec 24; Ww/2
: Sec 4; S/2 Sec 26; N/2., SW/4

Sec 8, E!g, sg:/a Secs 27, 28, 29; All

—ia .

JeCB. ¥, U, ii, 2L, 12, Seu. 23 Z)2
14, 15, 16, 17; Aiil Sec. 32; W/2

! . : .

| ‘ Sec 18; E/2 Sec., 33; N/2 TERM‘NATED
I Sec 34: NW/4 Aff_- A e/62 bﬁ G2y
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. Unit Name MESA LEON UNIT-EXPLORATORY
- Operator CORONADO_EXPLURATION CORPORATION

County ——GUADALUPE COUNTY, NEW MEXICO

"STATE LEASE INST1- RATIFLED ACREAGE
TRACT NO. NO. TUTION SEC. TWP, . RGE, SUBSECTION DATE ACRES NOT
) RATIFT XD LESSEE
17 L-6457 C.S. 2 o 17E All 9-25-80 1,282.80 -0~ Southwest Ventures, Inc.
3 X4 17 All
', 18 L-6458 C.S. 10 6N 17E N/2 9-25-80 1,280.00 -0- Southwest Ventures, Inc. .
> 11 6N  17E N/2
16 6~ 17 all ’
¢ 19 L-6459 C.S. 20 X4 17 N2, sSW/4 9-25-80 960.00 -0- Sothwest Ventures, Inc. |
g 21 6¥  17e /4 ,
; 28 6N 178 - Ef2 :
f
20 L-6460 c,s, 32 6N 17E N/2 v 9-25-80 320.00 -0- Southwest Ventures, Inc.
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ALEX J. ARMIJO PPV '

;u Gc A e
COMMISSIONER July 9, 1982 : SANTA FE, NEW MEXICO B¥ZRKX
87504-1148

Cibola Energy Corporation
P.0. Box 1668
Albuquerque, New Mexico 37103

Re: Mesa Leon Unit Agreement
Guadalupe County, New Mexico

Termination /f) C)

ATTENTION: Ms. Elizabeth T. La Croix

Gentlemen:

The Mesa Leon Unit Agreement, Chaves County, New Mexico, was approved
effective as of September 30, 1980. The term of such agreement is contingent
upon the unit coperator drilling one well at a time, allowing ncot more than
six months time between the completion of one well and the beginning of the
next, until a well capable of producing unitized substances in paying

“quantities is completed.

Our records show that no further drilling has occurred within the 3
boundaries of the Mesa Leon Unit Agreement after the Unit Well No. 1
was plugged and abandcned December 24, 1981. Inasmuch as you have not begun
drilling a fourth well within the required six month period persuant to
scection 9 of the Unit Agreement, the Mesa Leon Unit Agreement has been
terminated effective as of June 24, 1982,

Please advise all other interested parties of this action.

Very truly yours,

ALEX J. ARMILIJO
COMMISSIONER OF PUBLIC LANDS

BY:
FLOYD O. PRANDO, Assistant Director

011 and Gas Division
AC 505/827/2748

AJA/FOP /mw

encls.

cc: OCD-Santa Fe, New Mexico
USMMS—Albuquerque, New Mexico
Administration

it v
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Cibola Energy Corporation /
Attention: FElizabeth T. La Croix

P. O. Box 1668
Albuquerque, New Mexico 87103

Gentlemen:

The Mesa Leon Unit Agreement, No. 14-08-0001-1844), Guadalupe County,
New Mexico, was approved September 30, 1980, effective as of that date.
The term of such agreement is contingent upon the unit operator
eu.ll.a..u.\j e well arn a tjjmi-; éll-.)wi.u‘:; 0ot more than siyx montns time
between the completion of one well and the beginning of the next, until
a well capable of producing unitized substances in paying quantities

is campleted.

The Mesa Leon #1 well was plugged and abandoned December 24, 1981,
making the camencement of drilling operations on the second well due
by June 24, 1982.

Inasmuch as the second unit test well was not camrenced, the Mesa Leon
Unit Agreement is considered to have terminated autamatically as of
June 24, 1982, pursuant to Section 9 of the unit agreement.

Sincerely yours,

(ORIG. SGD.) JATES 1, QuriTny

f0R Gene F. Daniel
Deputy Minerals Manager
0il and Gas

cCc:
T -
BIM, Santa Fe
1

T T ooman
Comm, of Public Lands

NMOCD

e —————




United States Department of the Int
GEOLOGICAL SURVEY
South Central Region

P. 0. Box 26124 On. C.ONS“RV —=
Albuguerque, New Mexico 87125 A AT'OEJ DIVISION

19 SEP 1)
N i J
E Mr. Randolph M. Richordson ITX

P. O. Box 819

Roswell, New Mexico 88201

Gentlemen:

Your application of September 10, 1980, filed with the Deputy
Conservation Manager, Albuquerque, New Mexico with Coronado Exploration
Corp. as unit operatoz, requests the designation of the Mesa Leon unlt
area, embracing 15,681.60 acres, more or less, Guadalupe County,

New Mexico, as logically subject to exploratlon and development under
the unitization provisicns of the Mineral Leasing Act as amended.

Pursuant to unit plan regulations 30 CFR 226, the land requested as
wutiined on your plat marked “Exnibit “A" Mesa Leon Unit Area, Guadalupe
County, New Mexico" is hereby designated as a logical unit area.

The unjt agreement sulmitted for the area designated should provide for
a well to test the Basement Granite Formaticn, or to a depth of 4,500
feet. Your proposed use of the Form of Agreement for Unproved Areas
will be accepted with the modifications requested in your application.

If conditions are such that further modification of said standard form is
decmed necessary, three copies of the proposed modifications with appropri-
ate justification must be sulmittea to this office through the Deputy
Conservation Manager for preliminary approval.

In the absence of any other type of land requiring special provisions or
of any objections not now apparent, a duly executed agreement identical
with said form, modified as outlined above, will be approved if submitted
in approvable status within a reasonable period of time. However, notice
is hereby given that the right is reserved to deny approval of any
executed agreement sulbmitted which, in our opinion, does not have the full
commitment of sufficient lands to afford effective control of oOperations
in the unit area.

Whnen the executed agreement is transmitted to the Deputv Conservatior

Manager, Mulqua”quc, New Mexico, for approval, include the latest status
of all acreage. In preparation of Exhibits "A" and “B", follow closely
the format of the sample exhibits attached to the 1968 reprint of the
aforementioned form.
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Inasmuch as this unit agreement inwolves State land, we are sending a
copy of the letter to the Commissioner of Public Lands in

Lo in Santa e,
Please contact the State of New Mexico before soliciting joinders |

regardless of prior contacts or clearances from the State.
Sincerely yours,
ORIGIN.AL GIGED 61

James W. Sutherland
Conservation Manager
For The Director
cu:=— NMOCD, Santa Fe (ltr only)
Com. of Pub. Lands, Santa Fe (ltr only)

AAT e — -
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ALEX J. ARMIJO September 25, 1980

COMMISSIONER P, O. BOX 1148
SANTA FE, NEW MEXICO

~Coronado Exploration Corporation
1005 Marquette N.W.
Albuquerque, New Mexico 87102

B . ~ . . .
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P IR vy N ) SOt
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Re: Mcsa Leon Unit
Guadalupe County, New Mexico

ATTENTION: Mr. Harvey E, Yates, Jr.

Gentlemen:

The Commissioner of Public Lands has this date approved the
Mesa Leon Unit, Guadalupe County, New Mexico. Our approval is sub-
ject to like approval by the United States Geological Survey.

Enclosed are Five (5) Certificates of Approval.

Please advise this office when the USGS gives their approval so
that we may finish processing same and establish the effective date.

This Certificate is issued with the understanding that you w
cbtain approval from the New Mexico 0il Conservation Divicsion on t
unit on or before November 1, 1980.

i1l
hie

Very truly yours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

BY:
RAY D. GRAHAM, Director
. - 0il and Gas Division
, . ' AC 505-827-2748
AJA/RDGYs
encls.
ces OCD-Santa Fe, New Mexico
USGS-Roswell, New Mexico
USCS-Albuquerque, New Mexico

M e st e O S B e SRS,
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ENERGY AND MINERALS DEPARTMENT

e 3 2 OIL CONSERVATION DIVISION
n g STATE LAND OFFICE BLDG. i
‘ 2 SANTA FE, NEW MEXICO l
1 QOctober 1980
4
i EXAMINER HEARING
i 5
oy 5 ______________________________________________
; ]

IN THE MATTER OF:

)
}
* |
application of Coronado Exploratiocn
8 Corporation for a unit aoreement, ) CASE
Guadalupe County, New Mexico. ) 7031
9 )
x 10
o B BEFORE: Daniel S. Nutter
G238 M
> 253
©C ==
- matg 12 .
2ast TRANSCRIPT OF HEARING ?
> z& 13
>
<
» "
APPEBARANCES
15
16
For the 0il Conservation Ernest L. Padilla, Esq. (
Ly Division: Legal Counsel to the Division |
State Land Office Bldg. i
18 Santa Fe, New Mexico 87501
19

For the Applicant: William F. Carr, Esqg.
CAMPBELL & BLACK P. A,
Jefferson Place

Santa Pe, New Mexico 87501




SALLY W. BOYD, C.S.R.

Rt. 1 Box 193-B
Santa Fe, New Mexico 87501

Phone (505) 455-7409

Fage _ __ 2

3 PAMELA BACON
4 Direct Examination by Mr. Carr 3

5 Cross Examination by Mr. Nutter 8

10

n EXHIBITS

12

13 Applicant Exhibit One, Unit Agreement 5

b Applicant Exhibit Two, Letter 5

» Applicant Exhibit Three, Geological Report 6
16

17

21

24
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Page 3
1 MR. NUTTER: We'll call Case Number 7031.
%_ 2 MR. PADILLA: Application of Coronado
5”5' 3 Exploration Corp. for a unit agreement, Guadalupe County,
5 4 New Mexico.
5 MR. CARR: Mr. Examiner, I am William F.
€ Carr, Campbell and Black, P. A., Santa Fe, appearing on behalf
7 of the applicant. I have one witness who needs to be sworn,
8
9 (Witness sworn.)
o 10 |
88,
gggz M PAMELA BACON
O <=2
| 8 . . R
. 5%% 12 being called as a witness and having been duly sworn upon her
S a e .
E k] ¥ | cath, testified as follows, to-wit:
@ “
15
DIRECT EXAMINATION
% | BY MR. care:
17 . ‘ X
Q. Will you state your name and place of resi-
18
dence?
19
a. Pamela Bacon, I live in Albugquergue, New
20 ) .
Mexico.
21
0. By whom are you employed and in what capa-
a 3
city?
23
A I'm employed as a geclogist by Coronado Ex-
24
Ploration Corporation.
25
0. Have you previously testified before this

S




-

1 Commission, had your credentials accepted and m

2 of record?

3 A

e - . Q-

6 A

Uj —
o By
o ¥
SgEn e
O =2
— 2 8
@ 52% 2 | of Texas?
E #¢ 5
. "
0
B this case?
16 A
1?7
[0}
18
19
A
20
21
22
23
iy 0}
\./ 24
25
A

_<uwuuuuﬁ“ﬂﬁmm&ﬁ%iiﬁg;a“mﬁ%gﬁuh,u;ﬂ%w“

No.

Will you briefly summarize for the Examiner

5 your educational background and your work expcrience?

I earned a Bachelor of Science degree in

? geological sciences, geophysics option, from the University
8 | of Texas at Austin. I worked four months as a seismologist
9 for Geophysical Services, Incorporated, in Dallas, and am cur-

10 rently employed as a geologist for Coronado.

And when did you graduate from the University

In August, 1979,

Are you familiar with the application in

Yes, I am.

Are you familiar with the lands that consti-

tute the subject matter of this application?

Yes, I am.

MR. CARR: Are the witness qualifications

as a geologist acceptable?

MR, NUTTER: Yes, they are.

Will vou briefly state what Coronado Explor-

ation Corporation is seeking with this application?

Approval of an exploratory unit in Guadalupe
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' County, New lMexico. |

’i‘ 2 Q Have you prepared or had prepared under
; | 3 your direction, certain exhibits for introduction in this ‘
| . 4 case?
‘o . 5 A Yes.
'x 6 Q. Wwill you refer to what has been marked
‘: 7 for identification as Applicant's Exhibit Number One and ex-
!

8 plain what this is?

9 A Exhibit One is the unit agreement for the
g _ 10 Mesa Leon Unit.
: R
(& ;§
g 28: " Q Has this agreement been approved as to
5 eis
@ é%% 12 | form by the State Land Office?
3 i85
3 = ® A Yes, it has.
<
b7

) And is a copy of their letter giving such

15 approval marked Applicant's Exhibit Number Two?

16

A Yes, this is a letter containing approval.

" Q. Has the Mesa Leon Unit Area been designate%

8 by the USGS as an area logically suited for unit development?

A Yes.

o And when was that approval received?

0. Is that working interest or royalty?

AN e AR I e i ik

21 . . |
A Yesterday; it was confirmed by telephone.
2 .
Q. What is the percentage of commitment of
23
acreage to the Mesa Leon Unit agreement?
24
A 87 -- or 85-1/2 percent. _
25
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A Oh, 85-1/2 percent working interest and
85-1/2 percent rovalty interest, and there's no overriding
royalty.

0. Is this sufficient acreage to afford ef-
fective control of unit operations?

A Yes,

Q And is it the desire of Coronado Explora-
tion Corporation to be designated unit operator?

A Yes,

o Will you now refer to what has been marked
for identification as Coronado Exhibit Number Three and review
the material contained therein for Mr. Nutter?

A Okay. This is the geological report, Ex-
hibit Number’Three. Within the report is contained a structur#
map on the Glorieta Sandstone, the shallow horizon, made from
gamma ray logs taken in windmill holes in the area; control
points are marked’in orange.

Two cross sections were made across that
area; one basically north/south and one basically east/west.
This happens to be the north/south cross section, showing the
structure again.

From the shallow structure deeper struc-
ture was extrapolated and a structure map on that -- on the
Pennsylvanian horizon is included,

Using the potentiametric (sic) surface map
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Rt. 1 Box 193-B
Santa Fe, New Mexico 87501

)
SALLY W. BOYD, C.S.R.

Phone (505) 455-7409
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11

12
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Page __ 7

in the area on the Yeso formation and as well as the estimated
potentiametric surface. 1I've drawn a cross section across
the Pennsylvanian structure and from the estimated potentia-
metric surface I got a gas/water surface, and from there --

0. Now you were referring at that point to

what is marked cross section C-C'?

A, C-C', right.
0 All right,
A And from there I drew a map indicating

location of pay.

0 And that indication of pay is marked in
your exhibit as Figure No. 7.

A, As Figure 7, In addition to the figures

there is a report which you may peruse.

Q. Which is the initial document in this
exhibit?

2, Uh-huh.

0 Is there also a plat in this exhibit
showing the area which yvou propose to have inciuded within
the Mesa Leon Unit area?

A Yes., Tigure 11 is an outline of the unit

and it's indicated where it is by township and range in
Guadalupe County.
Q. And what is- your primary objective in

developing this unit?

-

e e 250t e i S T S
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SALLY W. BOYD, C.S.R.

Rt. 1 Box 193.B
Santa Fe, New Mexico 87501

Phone (305) 455-7409
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Page . . ______ 8
A Primary objective is Pennsylvanian.
) And what are the plans of Coronado Explor-

ation Corporation for development of this unit?
A, We intend to drill a test well immediately
and within six months of completion of that well, to drill
another,
0 In your opinion will approval of this
unit be in the interest of conservation, the prevention of

waste, and the protection of correlative rights?

A Yes.

0 Was Exhibit Number Three prepared by you?
A. Yes.

0. Have you review=d Exhibits One and Two

and are they accurate?
A Yes.
MR. CARR: At this time, Mr. Examiner, we
would offer into evidence Applicant's Exhibits One through

Three.

through Three will be admitted.

MR. CARR: I have nothing further on

direct,

CROSS EXAMINATION

BY MR. NUTTER:
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SALLY W. BQYD, C.S.R.
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0 Ms. Bacon, what does the unit agreement
call for as far as drilling to discovery is concerned?

A Calls for drilling to 4500 feet or dis-
covery of paying -- unitized substances in paying quantities,

and testing younger beds.

Q Or until granite has been --
A Or until granite has heen found, uh-huh .
0. But 4500 feet is the maximum dewnth re-

quired undexr the unit --

A Yes.

0 -~ agreement? Wﬁere will the initial
well be drilled?

A It will be drilled in Section 22 of 6
North, 17 East, in Guadalupe County. Let me make sure on
this. Okay, 660 feet from the north line and 650 feet from
the west line.

Q That would put it on yocur Figure 11 in
the section below the word "Bond State"” in the northwest
northwest corner of that, would it not?

A Not directly below but one section to the
east, in Section 22.

0 Okay, that puts it he»eath the word --
beneath the period following development incorporation, I |
guess, in the section belcw that.

A Okay, I'm sorry. No, you ~- you had it
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SALLY W. BOYD, C.S.R.

Rt. | Rox 19)-B
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|
|
|
|

t
riginally. Tt's one section to the east and one sectio%

, . |
below that section where the Bond State well is located.

Q. Right, below the word "bond".

A So below the word "bond."

0. Okay .

A Also, the drilling site is noted on the --

on the Mylar, which shows the location of Pennsylvanian pay.

That's marked as Figure 7.

Q And if that were inlaid on this other map
it would --

A It would show the same.

Q. That would be where it would be. Okay.

MR. NUTTEK: Are therxe any further gues-
tions of the witness? She may be excused.

Do you have anything further, Mr. Carr?

MR. CAR": MNothing further, Mr. Nutter.

MR, NUTTER: Does anyone have anything
they wish to offer in Case Humber 703172

We'll take the case underxr advisement.

{Hearing concluded.)
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREPY CERTIFY that
the foregoing Transcript of Hearing before the 0il Conserva-
tion Division was reported by me; that the said transcript
is a full, true, and correct record of the hearing, prepared

by me to the best of my ability.
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STATE OF NEW MEXICO
ENERGY anp MINERALS DEPARTMENT

Ol CONSERVATION DIVISION

POBT OFMCE 80X 2088
STATE LWW0 UFFICE BLRLDING

' SANTA PE. NEW MEXICO 87301
. October 23, 1980 DO 27 -de34
Re: CASE NO, .
Mr. William F. Carr ORDER NO. UoT
Campball and Black 98-
Attorneys at Law
Post Office Box 2208 Abol i .
Santa Fe, New Mexico pplicant:
—Coronado—Exploeration-Lorp.

Dear Sir:

Fnclosed herewith are two copies of the above-referenced
Division order recently entered in the subject case.

ML
JOE D, RAMEY
Director

JDR/fd
Copy of order also sent to:

Hobbs OCD
Axrtesia OCD

Aztec OCD

Other




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

.| CALLED BY THE GIL CONSERVATION

DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 7031
Order No. R-~64%0

v APPLICAYION OF CGRONADO EXPLORATION

et st eeaeh * Ay r b AoE e A 2tk 8 e N

CORP. FOR APPROVAL OF THE MESA LEON
UNIT AGREEMENT, GUADALUPE COUNTY,
| NEW MEXICO.

i BY THE DIVISION:

i

;
i ORDER _OF THE DIVISION
]

i

This ceause came on for hearing at 9 a.m. on October 1},

1980, at Santa Fs, New Mexico, before Examiner Danisl S.
| Nutter.

i NOW, on this 20th day of October, 1980, the Division

‘Diractor, having considered the testimony, the record, and

the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

(1) That due public notice having been given as required
by law, the Division haas juriadiction of this cause and the
subject matter thereof.

(2) That the applicant Teronade Exploration Corp.,
sasks approvel of the Hesa Leon Unit Agrsement coveiing
15,681.60 acree; more or lsss, of State, Federal and fes

lands described as follows:

GUADALUPE COUNYY, NEW MEXICO
TOWNSHIP 6 NORTH, RANGE 17 EAST, NMPM
Section ‘1: ANW/4 and S/2
Sections 2 and 3: All
Section 4: S/2
Section 8: NE/4 and S5/2
Sections 9 through 17: All
Section 18: E/2
Sections 19 through 23: All
Section 24: W/2

i Section 261 N/2 and SW/4

i Sections 27, 28, and 29: All




’ Y £ i
Py Case No. 7031
: " Order No. R-6490

TOWNSHIP 6 NORTH, RANGE 17 EAST, NMPM con'd
Section 30: Et/2

Section 32: N/2

Section 33: N/2

Section 34: NW/4

(3) That all plans of development and operation and
creations, expansions, or contractions of participating
areas or expansions or contractions of the unit area, should
be submitted to the Director of the Division for approval.

H (4) That approval of the proposed unit agreement should |
promote the prevention of waste snd the protection of
correlative rights within the unit ares.

IT IS THEREFORE ORDERED: ;

(1) That the Mesa Leon Unit Agresment is hereby approved. '

i
i (2) That the plan containsd in sald unit agresment ¢

i the deveslopment and operation of the unit area is hersby f
{i approved in principle s a proper conservation measure; j
! provided, however, that notwithstanding any of the provisions i
i{ contained in said unit agreement, this approval shall not be \
iy considered as waiving or relinquishing, in any manner, any [
ii right, duty, or obligation which is now, or may hereafter be, ;
{i vested in the Division to supervise and control operations for |
{ the exploration and development of any lands committed to |
E the unit end production of 0il or gas therafrom,

i (3) That the unit operator shall file with the Division
i an executed original or executed counterpart of the unit ;
i agreement within 30 days after the effective date thereof; i
ii that in the event of subsequent joinder by any party or

i expansion or contraction of the unit area, the unit operator

i shgll file with the Division within 30 days thereafter counter-
parts of the unit agresment reflecting the subscription of
those interests having joined or ratified.

(4) That all plans of development and operation, all unpit |
.| participating areas and expansions and contractions thereof, :
i and all exovansions or contractions of the unit area, shall

i be submitted to the Director of the 0il Conservation Division
i for approval.

E (5) That this order shall become effective upon the
i approval of said unit agreement by ths Commissioner of Public
;i Lands for the State of New Mexico and the Director of the
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Case No. 7031
Order No, R-64%0

United States Geological Survey; thet this order shall
terminate ipso facto upon the termination of said unit
agreement; and that the laast unit operator shall notify the
Pivision immediately in writing of such termination.

(6) That jurisdiction of this cause is relained for the
entry cf esuch further orders as the Division may deem
necessary.

DONE at Santa Fe, New Mexica, on the day and ysar herein-
above designated.

STATE OF NEW MEXICO
:”UxL CONSERV& N DIVISION

N

/3 RAME
,//’ Director

@

dr/
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STATE OF NEW MEXICO

TAYT e - —

D MINERALS DEPARTMENT
SERVATION DIVISIOI
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO

1l October 1980

EXAMINER HEARING

IN THE MATTER OF:

Aprlication of Coronado Exploration

Al s gt aomt St et

Corpuration for a unit agreement, CASE
Guadalupe County, New Mexico. 7031
BEFORE: Daniel S. Nutter.
TRANSCRIPT OF HEARING
APPEARBNCES
For the 0il Conservation Ernest L. Padilla, Esq.
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‘ ST Appiication of Corenado
Explovation Covp. Toi o oL cegrecront, Cuadalupe County,
Niew Mexico.

MR, CARR: My, Dxaniner, T oam WUilliam T,

Carr, Carpbell and Blach, 7. A., Santa Fe, appearing on behalf

of the applicant. I have one vitness who needs to he sworn.
(Witness sworn.)
PAMETLE BACOM
being called as a witness and having heen duly sworn upon herx

cath, testified as feollows, to-wii:

DIRECT DAAMIKNATION

BY MR. CAFR:

0 Will vou state your name and place of resi-
dence?

Tu Pamala Bacon. I live in aAlbuguerane, lHew
Mexico.

Q. By whom are you employed and in what capa-
clty?

A, I'm employed as a geclogist by Coronado Ex-

Ploration Corporation.

0. Have you previously testi fisd before this
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~~
1 Comurission, had your crodentials accepted and made a matter
ﬁ 2 | of record?
SR
!
3 I o,
4 ‘ I voeu Lriafly cuompnarize for the Fxandner N
S your educational bachground and your work experience?
; 6 A i carned @ bachelor of Scieice degrce in
7 geclogical sciences, gcophysics option, from the University
8 | of Texas at hustin. I worked four months as a scismologist
9 for Gecorhysical Services, Incorporated, in Dallas, and am cur-
x 10 rent) mpl d as ologist f Coxronado
b 3 ently employed as a geologis or Coronado.
: O 5 2 .
f a ;%; 1 . And when 4id you graduate from the University
: O xZo
o~ @333 12 ‘ ‘
2 > ~Z3 of Texas?
i Zask
B S a 13 .
; =4 & A In August, 1979.
: <
i 14 e eqs . et
{ ¢ Are you familiar with the application in
! 15 .
{ this caso?
"
‘Y . 1 16
;% A. Yes, I am.
‘ 3 17 - sy s : 1
{ 0. Are vou familiar with the lands that consti-
: " |
o tute the subject matter of this application?
Bk
i
19 - L T T v
% Fle L2y oL he
20
E MR. CARR: Arc the witness gnalifications
{
21
i as a geologist acceptable?
HMR. HUTTER: Yes, they are.
Q wWill vou bricfly state what Corcnado Lxplor-
— 24 _ .
ation Corporation is secking with this application?
ﬁ ' - .
A Approval of an exploratory unit in Guadalupe
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5

County, llew Mexico, !

2 Q. Lave vou rreparced oy had prepoared unacr |

( 3 your direction, cortoisn oxhildiis for introduction in this

4 case?

s ves.

6 Q. Mill you refer teo what has been narked
7

for identification as Applicant's I'xhibit wuwber One and ex-

8 || plain what this is?

I Prhibii One is the unit agreewment for the
< 10 5 M Leon Uni
B = esa Leon Unat,
o £
"mo§ 1" . : . ”
g - Q. liags this agrceirent been approved as to
o xz:
;ﬂ
—~ @ fz% 12 forrm by the State Land Office?
: fah |
o
= gh 3 A Yes, it has.
<
» 14 . . o
o And is a copy of their letter giving such
® approval marked Applicant's Exhibit Number Two?
16 a. Yes, this is a letter containing approval,
R C I'as the Mesa Leon Unit 2rea been designate%
18 by the USGS as an area logically suited for unit development? }
Il
19
A Yes. |
20 1 .. i
0. and wien was that approval reccived?
21 ] . L}
A, Yaesterday:; it was confirmed by telephione.
n 13 3
Q What is the percentage of commitment of
B »
acreage to the Mesa Ieon Unit agreement?
— 24
A 87 -~ or 85-1/2 pvercent.
z 13 3
0. Is that working interest or rovalty?
l
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k. Oh, £%-1/2 voercent working interest and

85-1/2 percent rovalty intercust, and there’s no overriding %
royalty.

( g thia suificieni acrcage to afford et- |
fective control of unit operations?

A, Yes.,

Q Md is it the desire of Coronado Explora-
tion Corporation to be designated unit operator?

X Yes.,

0. Will vou now refer to what has been narked
for identification as Coronado Dbxhiblt jlumber Three and review
the material contained therein for Mr. Hutter?

A Ckay. This is the geoclogical report, Ex-

hibit Nurmber Three. Within the report is contained a structurﬂ
map on the Glorieta Gandstone, the shallow horizon, made from |
gamma ray logs taken in windmill holes in the area: control
points are marked in orange.

Two cross sections vere made across that |
arca: one basically north/south and one basically cast/west.
This happens to be the north/south cross section, showing the
structure again.

From the shallow structure deeper struc-
tgre was extrapolated and a structure map on that -- on the

Pennsylvanlan horizon is included.

Using the potentiametric (sic) surface map

ST A Al it

-
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1 in the area on the Y230 forration and as weell ag +ha estinated

i

2 potentiametric surface. T've Adrawn A 2Yess scction across

~h

3 || the Poennsylvanian structure and

rom the cstinated potentia-
4 metric surface I got a qas/wator scurface, and from there --
5 0 How vou vere referring at that point +o

8 | what iz marked cross section C-C'2

7 A C-C', right.
8 0 211 richt,
9 A And from there I drew a map indicating
& 10 ;
4z location of pay.
(&) !;§
E gég H o And that indication of pay is marked in
O <3
£3 . .
™ ; fi%- 12 your exhibit as Figure No. 7.
- g
> 3£ 13 i itd i
= a A As Figure 7. In addition to the figures
<
(7]
u there is a report which You may peruse.
% o Which is the initial document in this
¥ | exhibit?
17 n. Uh-huh.
18 5 . . il
Q Is there also a plat in this exhibit
19 - z LY ' 3 1, ] - ) 2
snowing the area which You propose to have included within
20
the Mesa Leon Unit area?
21 | : . . .
A Yes. Figure 11 is an outline of the unit
2 . s s . .
and it's indicated where it 1s by township and range in
o~ Guadalupe County.
24 . ] .
Q And what is vyour primarv obiective in
5 » 13 -
developing this uni+?

IS £ i 3 g gty

e o i S A g
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ation Corporation for development of this un

A

and within six months of completion of that well,

another.

Q

unit be in the interest of conservation,

Primery objective ig

s

Page

rennsylvanian,

and what are the 1lans of Coronado Explor-

L?

e

Ue intend to drill a test well lrmediately

to drill

In your opinion will approval of this

the prevention of

waste, and the protection of correlative rights?

A

Q

A

e

Yes.

Viazs Dzhibit Number Three preparecd by you?

Yes.

nave

and are they accurate?

A

Yes.

MR.

you re

CARR:

viewed Exhibits One and Two

At this time, Mr. Examiner, we

would offer into evidence Applicant's Exhibits One through

Three.

MK.

NUTTER:

through Three will be admitted.

BY MR. NUTTER:

MR.

CARR:

Applicant's Exhibits One

I have nothing further on

CROSS EXAMINATION
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0. s, Dacon, waat Anaa tho unit rqreemnant \\
’ |
i
call for as far as Artlling oo disoov i concerncd? 1‘\
1
. calls fov Arilling Lo 2500 feot or dis- !
1
i
covery of paying unitized substances in payina quantities, |

and testing younger weds.

Q. Oy until qgranise nas been -
A or until granite has been found, gh-huh .
i uut 4500 feet is 0 maximum depth re-

quired ander the unit --

"y Yes.

e T VSR

o e agreement? yhare will the initial

=l

well be drilied?

R, T+ will be drilled in gection 22 of 6

J—
e ———

North, 17 East, in Cuadalupe County. Let me make sure on
this. Okay, 660 feet from the north iine and 650 feet from

the west line.

— T —— — e T

Q. mhat would put it on your Figure il in
the scction below the word "Bond state” in the northwest \

northwaest cornekr af that, would it not?

e

A Not directly below but one section to the W

east, in Section 22.

0. okay, that puts it beneath the vord -— \
beneath the period following development incorpbration, X \
guess, in the section beldw that. ' \

A Okay, I'm soOrry. o, vou -— Yyou had it \
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right originally. It'a one aechinn to bhe cast and one sectth
below that sectlon whore the Dond ftats wnll is located. W .

o nfeht, Polew the cora Thond”, !

hi a6 below the wvord "ond. " “

0, Okay. \

A Also, the drilling site is noted on the —-]
on the Mylar, which shows the location of rennsylvanian pay. ﬂ

That's maricd
0

it would --

tions of tue witness?

they wish to offer in Casco

as Filgurae 7.

+hat were iniaid on this l

»and 17

v

Tt would show +he same.

mhat would be where it would be. Okay.

¥R. HUTTER: Arec there any further ques-

She may be excused.

Do you have anything further, Mr. Carr?

MP. CAPR: Nothing further, Mr. lutter.
Mn. NUTTCR: Does anyone have anything

yurber 7031°

We'll take the case under advisement.

{(Hearing concluded.)
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2 CERTIFICATE

TN IR

4 | I, SALLY W. BOYD, C.S.R., DO HEREPY CERTIFY that

5 the foregoing Transcript of Hearing before the 0il Conserva-
8 tion Division was reported by me; that the said transcript
7 is a full, true, and correct record of the hearing, prepared

8 by me to the best of my ability.
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CERTLIF .CATION=--LETHEM I LATION

Pursuant to the'aughority vested in the ﬁocretary of Interior, undey
the act approved February 5, 1920, h Nuae, 5;?. as.amended, 30 U. S, C.
secs. 181, et seq., and delegated to thie Oil and Gas Supervisors of the
Geological Survey (33F.R. 5812), I do lerety:

A. Approve the attaqhed'ngreement for the development and operation

of the Mesa Leon Unit Area, State of

New Mexico _ Couniy of Guadalupe,

B. Certify and determine that the unit plan of development and op-
eration contemplated in the attached agrcement is necessary and advisabie

in tne public interest for the purposc of more properly conserving the

'ral rescurces.

C. Certify and determine that the driiling, producing, rental,
minimum royalty, and royalty reguirenents of all Federal leases committed

to said egreement are hereby established, ultered, changed, or revoked to

conform with the terms anc conditions of Lhic agreement.

Datad .

0il zrd Gas Supervisor, United States Geological Survey

Contract Number




UNLT AGIERREI
FOR THL DEVELOVMENT ALD CLERATION
OF THE
MESA LEON UNIT AR$A

GUADALUPE COUNTY -

STATE OF HEW MEZICO

NO.

S —————————

THIS AGREEMENT, entered into as of the 15t day of September

’

1980

by and between the parties subécribing. ratifying, or consenting hereto,
snd herein referred to as the "parties hereto,"
WITNESSETH:

WHEREAS, the parties hereto are the ownerct of working, royalty, or other
0il and gas 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., authorizes Federal lessees and their re-
presentatives to unite with each other, or jointly or separately with others, in
collectively adopting and opérating a cooperative or unit plan of development or
operation of any oil or gas pooi, field, or like area, or‘any part thereof for
the purpose of more properly conserving the natural resources thereof wheneve:
determined and certified by the Secretary of the Interior to be necessary or ad-
visable in the public interest; and
WHEREAS, the Commissioner of Public Lands of the State of New Mexico is

authorized by an Act of the Legislature (Secs. 19-10-45, 46, 47 N.K. Statutes

1978 Annotated) to consent to or approve this agreement on behalf of the State

of New Mexico, insofar as it covers and includes lands and mineral interest of
the State of New Mexico; and,

WHEREAS the 0Oil Conservation Division of the State of New Mexico Energy and
Minerals Department is authcrized by an Act of the Legislature (Chapters 70 axd 71,
New Mexico Statutes 1978, Annotated)to approve this agreement and the conservation
provisions hereof; and,

WHEREAS, the parties hereto hold sufficient interests in the

Mesa Leon Unit Area covering the land hereinafter

described to give reasonably effective control of operations therein;
WHEREAS, it is the purpose of the partirs hereto to conserve natural re-
sources, prevent waste, aud secire other bvenevitsn olluinable through developmant

and operation-of the area subje:t to this agreoment under the terms, conditions,

3=




LY

.and limitationc herein set forth;

HOW, THEREVORE, in connideration of the jrerancs and the prominien herein
contained, the parties hereto commit to thiu sy rveement their respective intercats
in the below-defined unit area, and ogree severnliy among themselvesg as follous:

1. ENABLING ACT AND RFGULATIONS. The Mincral Lensing Act of February, 5, 1920,

am amended. supra, and all valid pertinent ;egulations. including operating and
unit plan regulations, heretofore issued thereurnder or valid, pertinent, and
reasonable regulations hereafter issued thereunder are accepted and made a pu;t of
this agreement as to Federal 1ﬁnds, provided such regﬂlutions are not inconsistent
with the terms of this agreement; and as to non-Federal lands, the o0il and gas
operating regulations in effect as of the effective date hereof governing drilling
and producing operations, not ianconsistent with the terms hereof or the laws of the
State in which the non-Federal land is located, are hereby accepted and made a part
of this agreement. N

2. UNIT AREA. The following described land is hereby designated and reog-

nized as constituting the unit area:

Township Six North, Range Seventeen East, N. M. P. M.

Sec. 1; Wy, SEW B Secs. 19,20,21,22,23; All
Secs. 2,3%; A1l Sec. 24; Wh '
Sec. 4; S¥: Sec. 26; N2, SWk
Sec. 8; E¥, Swhk Secs. 27,28,29; All
Secs. 9,10,11,12,13, Sec. 30; B

14,15,16,17; A1l Sec. 32; Ni;
Sec. 18; ER Sec. 33; Ny

o Sec. 34; Nwk

Guadalupe County, New Mexico
Containing 15,680.00 acres,
more or less.

Exhibit "A" attached hereto is a map showing the unit area and the Boundaries and
indentity of tracts and leases in said 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 acreage, percentage, and kind of ownership cf cil and gas interests

~in all land in the unit area. However, nothing herein or in said schedule or map

shall be constguéd as a representétion-by any party hereto as to ‘he ownership of
any interest other than such interest or interests as are shown in said map or

schedule as owned by such party. Exhibits "A" and "B" shall be revised by the Unit

Operator whencver changes in the unit area render such revision necessary when re-

quested by the Oil and Gas Supervisor, herrinal*er referred to as "Superviesor," or

- when requested by the Commissioner of Public [ands of the State of New Mexicc,



hereinafter referred %o as "Land Commicsioncr.” and not leas than five (5) copies
of the revieed Exhibits shall te filed with the Lupervisor and one (1) copy Yhere-
of shall be filed with the Land Commissioner, w«nd one (1) copy with the Oil Con-
servation Division of the New Mexico Fnergy ani Minerals Department, nereinaiter
referred to as "Division."

The‘above-described unit area shall. vhen praclicable, be expanded to include
therein any additional lands or shall be contracted to exclude 1lands whenever such
expansion or contraction is deemed to be necessary or advisable to conform with the
purposes of this agreement. Such expansion or contraction shall be effected in the
following manner:

{aj Unit Cperator, on its ouwn motion or-on demand of the Director of the
Geological Survey, hereinafter referred to as '"Director," or on demand of the lard
Commissioner, .after preliminary concurrence bty the Director, shall prepare a notice
of propcsed expansion or contraction describing the contemplated chanzes in the

.

boundaries 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.
(b) Said notice shall be delivered to the Supervisor, the land Commissionsr
L4
and the State Division, and copies thereof mailed to the last known address of
each working-interest owner, lessee, and lessor whose interests are affected, ad-
vising that thirty (30) days will be allowed for submission to the Unit Operator of

any objections.

T
\CJ

and State Division, evidence of mailing of the notice of expansion or con-
traction and a éopy of any objections thereto which have been filed with Uni:
Operator, together with an application in sufficient number, for approval of
such expansion or contraction and with appropriate joinders.

{3) After due rconsideration of all pertinent information, the expansioa or
contraction shall, upon approval by the Supervisor. the Land Commissioner, and.State
Division, become effective as of the date prescribed in the notice thereof.

(e) Al legal subdivisions of land ( i.e., 4O acres by Covernment survsy or

its nearest lot or tract equivalent; in instances of irregular surveys unusually

-

large lots or trécts shall be considered in multiples of 40 atres or the nearest
aliquot equivalent thereol), no parts of which rure entitled to be in a parti:ipating
area on or before the fifth amiversary of the c¢ffective date of the first iaitial
participating area established under this unit agresment, shall be eliminateil ahto-

matically from this agreement, cffective as ol said fifth anniversary, and sich lands




et e it A

shall no longer-be m part of the unit aaexn w1 one Yonger e cubjent o
this agreement, unless diligent drillimg: opr o e e progrens on anitined

lands not cntitl«d to participetion cn coob Dl anyivercory, o which event all

such lands shall remain cubjoct hersto Por oo 0o an :sch drilting eperations
are continued diligently,. with not more tLHL-'f dneet time elapasing between the
complction of one such woll and tie comm;uu.miut ﬂf the next cuch well, Al legal
subdivisions of lands not centitled to b in o ;urticipntiné aren within 10 yearo
after the e(fectivc date of the first iniiiai‘purticiputing area apgroved under
this agreemeﬂé'shall be automatica})y elininatel from thiy agreement as of «aid
tenth anniversar&. All lands proved productive by diligent drilling operations
after the aforesaid [ive-ycar period shall breame: participating in the came
manner as dur;ng said five-year period. !lHowcver, when such diligent drilling
operations cease, all non-participating larnis chall be automatically eliminated
effective as of the 91st day thereafter., The unit operator shall within G0 days
’
after the effective date of any climination h.r:-under, describe thg area &9 «li-
minated to the satisfaction of the Supervicer and the Land Commissioner and
promptly notify all parties ia intcr;st.

If conditions warrant 2xtension -of the ten-year period specificd in this
subsection 2 (e), a sirgle extcnsion cf not to rxcecd t;o ycars may be acconplished
by consent of the owners of 90% of the working inierests in the current non-parti-
cipating unitized lands and tae owners of €00 of the basic royalty intcrests
(exclusiv; of the basic royalty intercsts of the llaited States) in non-participating

!

unitized lands with approval »f the Director sl liaind Commissioner, providel such

extension application is suhaitted to the Pir<etor and the Land Commissionce not
later then 60 days prior to the cxpiration o:! cnid Len-yoar period.
Any expansion of the unit arca purcuant to Lhis srction which —mbrac:g

lands theretofore eliminated »ursuant tc thin ciliuection 2 {e) chall not be con-

sidered automatic commitment or recommitment of such lands.

-

5. UNITIZED LAND AND YLITIZED SUBSTANCES. All land committed to this

agreement shall éopstitute lané referred te herein as "unitized land" or "land
subject to this agreement." All oil and gae in any and all formations of tae

unitized land are unitized vader the teras o0 this agreement and herein are called

Yanitized substances."

L, URIT CPERATOR. Coronado Fxmlaration Corp.

is hercby decignate ! s it Sporator ans b oo s e Kepeto s nit Cperalor




agrees and consenls to uccept the duties ‘nnd obligntions of Unit Oprrator or the

discovery, development, und production of unitized substances as herein provided.

Whenever reference is made herein to the Unit Operater, such reference means the

Unit Operator acting in the capacity and nol as an owner of intercst in un:tized

substances, and the term “"working-interest owner'" when used shall include or
refer to Unit Operator as the owner of u.working interest when such an interest
is owned by it.

S. PBESIGNATION OR REMOVAL OF UNIT CPFRATOR. Unit Qperator shall have the

right to resign at any time prior to the establishment of a participating area or
areas hereunder, but such resignaiicn shall not become effective so as to release
Unit Operator from the duties and osligations of Unit Operator and termina-e Unit
Operator's rights as such for a period of six (6) months after notice of intention
to resign has been served by Unit Operatoi on all working-~interest owners and the
Supervisor and the Land Commissioner, and until all wells then drilled hereuﬁder

=2 Dloan
A€ prace

A A
Q in a

conditions for suspension or abandonment whichever is
required by the.Supervisor'as to Federal lands and the State Division as to State
and privately owned lands, unless a new Unit Operator shall have been selected and
approved and shall have takzn over and assumed the duties and obligations of Unit
Operator prior to the expiraiion of said period.

Unit Operator shall have the right to reaigﬁ in like manner and subje:t to
like limitations as above provided at any time a participating area established
"hereunder is in existence, but, in ail instances of resignation or removal, until
a successor unit operator is selected and appfoved as hereinafter provided, the

P S

JorKing-inierest owners shall be jointly responsible for performance of th2 duties
of unit operator, and shall not later than 30 days before such resignation or re-
moval becomesAéffective appoint a common agent to represent them in any action to
bé taken hereunder.

The resignation of Unit Operator sgall not release Unit Operator from any
liavility for any default by it hereunder occurring prior to the effeétive date
of its resignation.

The Unit. Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the same percentage vote
of the owners of working interests as herein provided for the selection of a new
Unit Operator. Such removal shall be effective upon notice thereof to the Supérvisor

and the Land Commissioner.

Lo




The resigration or removal of Uit Oporator and o r this ugrccmunérmn];
not terminate its right, title. or interest wxlthn owner of n working intcrest or
other interest in unitizcd substances, but upon Lhe: resignation or ronoval o Unit
Operator beceming effcctive, such Unit Oporator shall deliver posscession of nll
wells, equipment, materials, and appurtonan e uied in conducting the unit opera-
tions to the new duly quaiifird successor Urit Operator or to the common agent,
if no such new Unit Operator is ciected, to be nsmed for th; rurpose of conducting
‘unit operations herecunder. HNothing herein shall be corstrued as euthorizing re-
moval of any material, ecgquipment, and appurterancces needed for the preservation of
any wellé.\

6. SUCTESSOR UNIT OPERATOR. Whencver the Unit Operator shall tender his

or its resignation as Unit Operator or shall be removed as hereinabove provided,
or a change of Unit Operator is negotiated by working-interest owners, the owners

of the working interests in the participatin
P P

[o]
3

areas according to theilr re-

b}

spective acreage interests in such participating arca or areas, or until a parti-
cipating area shall have been e¢stablished, the owners of the working interests
according to their respective acrecage intercsts in wll unitiied land, shall by
majority vote select a successor Unit Opérator: Pfovided, That, if a majority
but less than 75 per cent of the working inturests qualifi2d to vote are owned by
one party to this agreement, a concurring vot: of one or more additional working
interest owners shall be required to select a ncw operator. Such selection shall
not become effective until

(a) a Unit dperator sc selected shall accept in writing the duties and
responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Supervisqr and approved
by the Land Commiss.oner.

If no successor Unit Operator is selected and qualified as herein providead,
the Director and the Land Commissioner, at their election, may declare this unit
agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPCRATING AGREEMENT. If the Unit Operator

is not the sole owner of workirg interests, costs, and expenses incurred by Unit
Operator in conducting unit operations hereunder shall be paid and apportioned
among and borne by the owners c¢f working intercsis, all in accordance with the
egreement or agroements entered into by and toteeeen the Unit Operator and the
owners of working interesnis, wlhethor one or v, voparaitely or collectively., Any

agreement or agreenents entered into between th. working-interest owncers aad the
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Unit Operator as providgd in this scbttion, she:ther one or more, arc herein refcrred
to as the Qunit operating agreement.” L oW onnit operating agreement chall also
provide the manner in which the working-interest owners shall be entitled to re-
ceive their respeclive proportionate and allocated ghare of the beneiits accruing

hereto in conformity with their underlying operating agreements, lcases, or other

d such other righls and obligntions as between Unit Operator

Py
"acis, an

cr

independeni con
and the working-interest owners as may be agreed upon by Unit Operator and the’
working-interest owners; however, no such unit operabing agreement shall De deemed
either tu modify any of the terms and conditions of this unit agreement or to re-
lieve the Unit Operator of any right or obligation established under this uait
sgreement, and in case of.any inconsistency of-conflict between this unit agreement
and the unit operating agreement, this unit agreement shall govern. Three true
copies of any unit operating agreement executed pursuant to this section should

be filed with the Supervisor and one true copy with the Land Ccmmissioner, prior to
approval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNLIT OPERATOR. Except as othefwise spevifically

provided herein, the exclusive right, privilege and duty of exercising any and all
rights of the parties hereto which are neéessary or convenient for prospec:ing for,
producing, storing, allocating, and digtributing the unitized substances are herss
by delegated to and shall be exercised bj the Unit Operator as herein provi@ed.
Acceptable evidence of title to said rights shall be deposited with said Unit Opera-
tor 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 or to any 1easé or operating agroenent,

it being understood that under this agreement the Unit Operator, in its capacity

as Unit Operator, shall exercise the rights of possession and use yested in the

parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six (6) months after the effective date

hereof, the Unit Operator shall begin to drill an adequate test well at a “ocation
approved by the Supervisor, >f on Federal land, or by the Land Commissione:r, it on
State land, or by the Division if on fee land unless on such effective date a

well is being drilled confornably with the terms hereof, and thereafter continue

such drilling diligently un*il the BASEMENT GRANITE HAS BEEN PENETRATED AND} ALL

BEDS OF YCUNGER AGE HAVE BELN TESTED ] y or unt:l at a

lesser depth unitized substances shall be discovered which can be produced in paving




quantities (to—wii: nuantities sﬁrficivna to repay the costs of drillings, complet.-

ing and producing operations, with a ressonible profit) or the Unit Opcrator chull,

at any time, establish to the satisfaction or thc lupervisor if on Federal land, or

the Land Commissioner if on State land, or Lhc Division if on Fee land thut further

drilling of said well would be unwarranted or impracticable;‘provided. hovever, that 4
Unit Operator shall not, in any event, bte required to drill said well to & depth

in excess of 4,500 feet. Until the discovery of d deposit of unitized

P substances capable of being produced in paying qugntities, the Unit Operator shall
continue drilling diligently one well at a time, allowing not more than six (6)
months between the completicn ofvone well and the beginning of the next well, until
& well capable of producing unitized substances in paying quantities is completed
to the satisfaction of said Supervisor if it be on Federal land or of the Land
Commissioner if on State lard, or the Division if on fee land, or until it is rea-
sonably proved that the uritized land is incapéble of prodiicing unitizec substance

in paying quantities in the formations drilled hereunder. Nothing in thie section

shall be deemed to limit the right of the Unit Operator to resign as provided in

Section 5 hereof, or as requiring Unit Operator to commence or continue ary
drilling during the period rending such resignation becoming effective in order to
comply with the requirements of this section. The Director ani Land Commissioner
may modify the drilling requirements of this section by granting reasonable exteﬁ-
sions of time when, in their opinion, such action is warranted.

Upon failure to commence anﬁ weil provided for in this section withir the

time allowed, including any extension of time granted by the Supervisor ard the

Land Commissioner, this agreemert will automatically terminate; upor failure to
centinue drilling diligentiy any well commenced hereunder, the Supervisor and the
Land Commissioner may, after 15-days notice to the Unit Operator, declare this

unit agreement terminated.

10. PLI/N OF FURTHER DEVELOPMENT AND OPFRATION. Within six (6) months after

compleation of a well capable of producing unitized substances in paying quantities,
the Unit Operator shall submit for the approval of the Supervisor, the Land

Commissioner, and State Division an acceptable plan of development and operation

for the unitized land which, when approved by the Supervisor, the Land Cormissioner,
and Sta®e Division, shall constitute the further drilling and operating'obligations
of the Unit Operator under this agreement for the period specified therein. Thereaft

from time to time before the expiration of any cxisting plan, the Unit Operator shal’

o | t
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dubmit for the approval of the Supervisor, the 'and Commissioner, end Stale Division
a-plan for an additional apecified period for the development and operntion of the
unitized land.

Any plan submitted.pursuant to this section shall provide for the explora:ion

of the unitized area and for the diligent drilling necessary for determination of

the ares or hereofl capable oif producing nnitiged substances in paying
quantities in each and every productive formation and shall be as complete and

' adequate as the Supervisor, the Land Commis.ioner, and State Division may determine
to be necessary for timely develuopment and proper conservation of the oil and ;as

resources of the unitized area and shall: .

(a) specify the number and locations of any wells to be drilled and the

proposed order and time for such drilling; and

(n) tc th

gxtent practicable specify the operating practices regarded as

()

necessary and advisable for proper conservation of natural resources. Separate
plans may be sﬁbmitted for separate productive zones, subject to the approval of
the Supervisor, the Land Commissidner, and State Division.
Flans shall be modified or suppleménted when necessary to meet changed conditions

or to protect the interests of all parties to this agreement. Reasonable diligénce

shall be exercised in complying with the obligations of the approved plan of developn-
ment. The Supervisor and the Land Commissioner are authorized to grant a reascnable
extension of the six-month period herein prescribed for submission of an initiad
plan of development where such action is justified because of unusual conditions

or circumstances. After completion hereunder of a well capable of producing any
unitized substantc in paying quantities, no further wells, except such as may bhe
necessary to afford protectibn agaiﬁst operations not under this agreement and such

as may be specificélly aprroved by the Supervisor, the Land Commissioner, and ftate

Division, shall be drilled except in accordance with a plan of development approved

as herein érovided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of pro-
dubing unitized substances in paying quantities or as soon thereafter as required by
the Supervisor. the Land Commissioner, or the State Division, the Unit Operator

shall submit for approval by the Supervisor, the Land Commissioner, and State

Division & schedule, based on subdivisions c¢f the public-land survey or aliquot
parts thereof, of all land then regarded as reasonably proved to be productive in
paying quantities; all lands in said schedule on approval of the Supervisor, the

Land Commissioner, and State Division to constitute a participating area, efective

”"‘—“”" - . . D
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as of the date of complelion of nuch w#\l Lr ‘hee effective date of thin unit agreement,
whichever is later. ‘The acreeges of both Federal and non-Federal lande shall be

based upon appropriate computatiosns from the courses and distances shown on the last
approved public-land ;urvey as of the effective date of ecach initinl participating
area. Said schedule shall also set forth the ﬁercentage of unitized substances to be
allocated as herein provided to each tract in the pérticipating area so established,

and shall govern the allocation of producticn commencing with the effective date

‘of the participating area. A separate participéting area shall be established for

each separate pool or deposif of unitized substances or for any group thereof which
is produced as a single pool or zone, and any two or more participating areas so
established may be combined into one, on approval of the Supervisor, the Land Commis-
sioner, and the State Division. Vhen production from two or more participating
areas, so established, is subsequently found to be from a common pool or deposit

said participating areas chall be combined into one, effective as of such appropriate
date as may be approved or prescribed by the Supervisor, the Land Commissioner, and
Stal» Division. The participating area or areas so established shall be revised
from time to time, subject to lixe app;oval, to include additional lané then regarded
&8 reascnably proved to be productive in paying quantities or necessary for unit
opefations, or to exciude land then regarded as reasonably‘proved not to be préductive
in paying quantities and the schedule of allocation percentages shall be revised
accordingly. The effective date of any revision shall be the firs: of-the menth in
which is obtained the knowledge or information on which such revision is predicated,
provided, howevéf, that a more appropriate effective date may be used if justified by

the Unit Operator and approved by the Supervisor, the lLand Commissioner, and Stéte

_Division. No land shall be excluded from a participating area on account of de-

pletion of the unitized substances, except that any participating area established
under the provisions of this unit agreement shall terminate automatically whenever all
completions in the formation on «hich the participating area is based are abandoned.
It is the intent of this se:tior that a pariicipating area shall represent the
area knowh or reasénably estimated to be productive in paying quantities; but regard-

less of any revision of the participating area, nothing herein contained shall be

" construed as requiring any retroactive adjustment for production obtained prior to

the effective date of the revision of the participating area.
In the gbsente of agreement at any time tetween the Unit Operator and the
Supervisor, the Land Commissioner, and State ivision as to the proper definition

or redefinition of a participatiag area, or until a participating area has, or areas
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have, been eetablished as provided herein, the portinn of all payments affect :d
thereby shall be impounded in a manner mutunlly occeptable to the ownerc of working
interests und the Supervieor and the land Comminsioner. Royaltier: due the United
States shall be determined by the Supervicor for quera] lands and the lLand Commis-
sioner for the State lands and the amount thereof shull be deposited, and dirz2cted by
the Supervisor and the Land Comnissioner, to be held as upearned money until ;
participating area is finally approved and then applied as earned or returned in
accordance with a determination of the sum due as Federal and State royalty of the
basis of such approved participating area.

Whenever is is determined, subject to the approval of the Supervisor, the Land
Commissionér, and State Division that a well drilled under this agreement is 2ot
capable of production in paying quantities and inclusion of the land on which it is
situated in a participating area is unwarranted, production from such well shall,
for the purposes of settlement among all parties other than working-interest owners,
be allocated to the land on which the well is located unless such land is alr:ady
within the participating area extablished for the pool or deposit from which :such
production is obtained. Settlement for working interest benefits from such a well
shall be made as.provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from each

pqrticipating area extablished nder this agreement, except any part thereof used in
conformity with_good operating jractices within -ine unitized area for drilling, opera-
ting, camp, and other production or develépment purposes, for repressuring or
recycling in accordance with a pian of development approved by the Supervisor, Land
Commissioner, and State Division, or unavﬁidable lost, shall be deemed to be »ro-
duced equally on an acreage btasis frém the several tracts of unitized land of the
participating area established for such production and, for the purpose of determining
any, benefits accruing under this agreement, each such tract of unitized land .shall have
&2 L0 ii such percentage ot said production as the number cf acres of such
tract .included in said participating area bears to the total acres of unitized

land in said parficipating area, except that allocation of production hereunder

for purposes other than for set‘lement of the royalty, overriding royalty, or

payment out of production obligations of the respective working-intere§t owne:s,

shall be on the Basis prescribed in the unil operating agreement whether in con-

formity with the basis of allozation herein set forth or otherwise. Tt is helreby
Y 3
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agreed thay production of unitized culitinees from n participating areca shall be
allocated us provided herein regardless of whether any wells are drilled o1 any
particular part of tract of.said participating area. If any gas produced from

one participating area is usa:d for repressuring or recycling purposes in aiother

TToTmTTmY

participating area, the first gas withdrawn from such last-mentioned parti:ipating
§ area for sale during the 1ife of this agreement ﬁhall be consicered to be the gaz

80 transferred until an amount equal to that transferred shall be sc produced for

sale and such gas shall be allocated to the participating area from which initially
produced as such area was last defined at the time of such finsl production.

13. LZVELOPMENT OP OPERATION OF NON-PAKTICIPATING LAND OR FORMATIONS. Any

party hereto owning or controlling the working interest in any unitized land having
thereon a regular well locatilon may with the approval of the Supérvisor and the
Land Commissioner, and the Division as to privately owned land, at such party's
sole risk, costs, and expense, drill a well to test any formation for which a
participating area has not been established or to test any formation for which
a participating area has been established if such location is not within said
participating area, unless within 90 days of receipt of notice from said party of
his intention to drill the well the Unit Operator elects and commences to drill such
a well in like manner as cther wells are drilled by the Unit Operator under this
agreement.
If any well drilled as sforesaid by a working~interest owner results in

production such that the land upon which it is situated may properly be included
in a participating area, such participating area shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance witﬁ the terms of this agreement and the unit operating
agreement.

- If any well drilled as aforesaid by a working-interest owner obtains gro-

duction in quantities insufficient to justify the inclusicn of the land upon which

" such well is situated in a participating area, such well may be operated and pro-

duced by the party drilling the same subject to the conservation requirements of

this agreement. The reyalties in amount or value of production from any such well

shall be paid as specified in the underlying lease and agreements affected.

14. ROYALTY SETTﬂEHENT. The United States and any State and any royalty

owrner who is.entitled to take in kind a share of the substances now unitizegd here-

under shall hereafter te entitled to the ricn! to take in kind i%ts share of the

unitized substances, and the Jnil Operator, or Lhe working-interest owner in case




of the operétiond;f a well by it working=interent owner as herein provided fo- in
special cases, shall mzke deliveries of such royalty share taken in kind in uon-
formity with the applicable coutracts, laws, and rcgulations. Settlement for roy-
alty interest not taken in kial shall btc¢ made by working-interest owners responsible
therefor under existing cdﬁtracts, laws, and rngulations, or by the Unit Operator,
on or before the last day ol =ach month for unitized substances produced during

the preceding calendar month; provided, however, that hothing herein containnd
shall operatéVto relieve the lnssees of any land from their respective lease ébli-
gations for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area heresunder, for use in repressuring, st}mulation of
pfoduction9 or increasing ult?nate recovery, in conformity with a plan of opera—i
tions approved by the Supervisor and the Land Commissioner, a like amount of gas,
after sett%ement as herein provided for any gas transferred from any other parti-
cipating area and with appropriate deduction for loss from ény cause, may be with-
drawﬁ from the formation into vhich the gas is introduced, royalty free as to dry
gas, but not as to any products which may be cxztracted therefrom; provided that
such witpd:awal shall be at such time as may b« provided in the approved plan of
operations or as may otherwise be consented to by the Supervisor and the Land
Commissioner as conforming to good petroleum ecngineering practice; and provided
further, that such right of withdrawal shéll terminate on the termination of this
unit agreemert.

Royalty due the United States shall be computed as provided in the operating
regulations and paid in value or-delivered in kind as to all unitized substances
on the basis of the amounts thercof ailocated to unitized Federal land as provided
herein at the rates specified in the respective: Federal leases, or at such lower
rate or rates as may be author:zed by law or rcgulation; provided, that for lLeases
on wnich the royalty rate depends on the daily average production per wéll, said
average production shall be determined in accordance with the operating regu.iations
as though each participating area were a single consolidated lease.

Royalty due on account of State lands shall be computed and paid on the

basis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases comnitted
he “eto shall be paid by working-intorest owncr:s rosponsible therecfor under existing

contracts, laws, and regnlations, providedl that nothing herein centained shall
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operate to relicve the lessees of any land from their recpective 1.asc obligations
for the payment of any rental or minimum royaltiy due under their leases. Rental
or minimum rcyalty for lands os the Urited States subject to this agrecment shall

be paid at the rate specified in the respective leases from the United States un-

less such rental or minimum rojulty is waived, suspended, or reduced by‘law or by
approval of the Sccretary or his duly authorizad reopresentative.

- Rentals on State of New Mexico lands subject to this agrecment shall be
paid at the rates specified in the respective lcases.

With respect to any lea:c on non-Federal land containing provisions which
would terminate such lease unless drilling oprrations are commenced upon the land
covered thereby within the time: therein specificd or rentals are paid for the pri-
vilege of defefring such drilling operations, the rentals required thereby shall,
notwithstanding any other provision of this agrroment, be deemed to accrue and be-
come payable during the term thereof as extended by this agreement and until the
reéuired drilling operations are commenced upon the land covered thereby or until

gome portion of such land is included within a participating area.

16. CONSERVATION. Operations hercunder and production of unitized substances

shall be conducted to provide for the most economical and efficient recovery of
said substances without waste, as defined by or pursuant to State or Federal law
or regulation.

17. DRAINAGE. The Unit Opefator shall tuke such measures as the Supe-rvisor
and Land Commissioner deem appropriate and adcquat. to prevent draihége of uiitized

substances from unitized land by wells on land rnot subject to this agreement..

18. LFASES AND CONTRACT: CONFORMED A!D FXTENDED. The terms, conditioas,

and provisions of all leases, subleases. and other contracts relating to exploration,
drilling, development, or operation for oil or gas on lands committed to this agree-
ment are hereby expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in full force and
effect; and the parties hereto hereby consent that the Secretary, as to Federal

leases and the Land Commissioner, as to State leases, shall and each by his ap-

proval hereof, 6r by the approval hereof by his duly authorized representative,
does heréby establish, alter, change, or revoke the drilling, producing, rental,
minimum royalty, and royalty roquirements of Fcdcral and State leases committed
hereto and the regulations in respect thercto to conform said requircﬁents ts> the

provisions of this agreement, and without limiting the generality of the for-:going,




all leases, subleases, and contiracis are particularly modified in accordance with

the following:

(a) The development and operation of lands subject to this agreement under
the terms therof shall be deemed full performance of all obligations for develop-
ment and operation with respec: to each and cvery separately owned tract subject
tc this agreement, ;égardless of whether there is any development of any particu-
lar tract of the unit area. .

(b) Drilling and producing operations pe formed he;eunder upon any tcact
of unitized lands will be accepted and deemed to be performed upon and for the
benefit of each and every trac: of unitized land,. and no lease shall be deem2d to
expire by reason of failure to drill orvprdducc 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 Secfetary and the Land Commissioner, or
his duly authorized representa:ive, shall be deemed to constitute such suspension
pursuant to such direction or consent as to each and every tract of unitized land.
A suspension of drilling or producing operations limited to specified lands shall
be applicable only to such lanids.

(d) Each lease, sublease, or contract relafing to the exploration, drilliing,
developmeiit or operation for oil or gas of lands other than those of the Unitced
States and State of New Mexico committed to this agreement, which, by its tecms
might expire prior to the termination of this agreement, is hereby extended oeyond
any such terms so provided therein so that it shall be continued in full forze and
effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any resnewal
thereof or any part of such lease which is made subject to this agreement shall con-
tinue in force beyond the term provided therein until the termination hereof. Any
other Federal lease committed hereto shall continue in force beyond the term so
provided therein or by law as <o the land committed so long as such lease renains
subject hereto, provided that nroduction is had in paying quantities under tais unit
agreement prior to the expiration date of the term of such lease, or in the e#ent
actual drilling operations are commenced on unitiz2d land, in accordance wita the
provisions of this agreement, »rior to the end of the primary tefm of such l=2ase

and are being Hiligently prosecuted at that time, such lease shall be extend2d for

two years and so long thereaft-r as oil or gas is produced in paying quantities in

PO




- amccordance with the provisions of the Mineral lLensing Act Revision of 1960.
(£f) Fach sublcase or contract relating to the operation and development of
unitized substances from lands of the United ltates committed to this agreem:nt,
which by its terms would expire prior to the time at which the underlying lease,

as extended by the immediately preceding paragraph, will expire, is hereby ectended

beyond any chh term so provided therein so that it shall be continued in full force
- and effect for and dufing the tarm of the underlying lease as such term is herein
extended.

(g) Tﬁé'segregation of any Federal Lease committed to this agreement i;
governed by the following provision’in the fourth paragraph of Sec. 17 (j) of the
Mineral Leasing Act, as amended by the Act of September 2, 1980 (74 Stat. 781-784):
YAny (Federal) lease heretofore or hereafter committed to any such (unit) Plan em-
bracing lands that are in part within and in part outside of the area covered by‘
any such plan shall be segrega.ed into separate leases as to the lands committed
and the lands not committed as of the effective date of unitization: Provided
however, that any such lease as to the nonunitized portion shall continue in force
and effect for the term thereof but for not less than two years frbm the date of
such segregation and so long thereafter as oil or gas is produceé in paying juanti-
ties."

(h) In the event the Initial Test Well is commenced prior to the expiration
date of the shortest term State Lease within the Unit Area, any lease embracing
lands of the State of New Mexico which is-made subject to this agreement, shall
continue in force beyond the term provided therein as to the lands committed hereto
until the termination hereof.

(i} 2ny lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as to the protion com-
mitt&d and the portion not committed, and the terms of such lease shall apply
separately to such segregated protions commencing as of the effective date hereof;
provided, however, 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 embfaced in such lease, if 0il or gas is dis-.

covered and is capable of being produced in paying quantities from some part of

the lands embraced in sucl. lease at the expiration of the secondary term of such

lease; or if, at the expiraiicn or the secondary term, the leasee or the Unit Opera-
tor is then engaged in bona Jide drilling or reworking operations on some part of

the lands embraced in such lease, the same as to all lands embraced therein, shall
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remain in full force and effect 6o long nr such operatinng are being diligentiy
'prosecuted, and if they result in the production ol 0il or gas; caid lease chall
continue in full force and effect as to all of the lands embraced therein, so long

thereafter as 0il or gas in paying quantities is being produced from any portion . Ny

of said lands.

%Y - 19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to be
3 ’ .Pﬂ J covenants running with the land with respect to the interest of the parties hereto
. | and their.auccessors in intecrest until this agreemenf terminates, and any grant,
transfer, or conveyance, or interest in land or leases subject hereto shall be and
“hereby is conditioned upon the assumption of all privileges and obligations hereunder

E;’ i“ _ by the grantee, transferee, or other successor in interest. No assignment or trans-

fer of any working interest, royalty, or other interest subject hereto shall be

binding upon Unit Operator until the first day of the calendar menth after Unit

Operator is furnished with the original, photostatic, or certified copy of the

instrument of transfer.

20,. EFFECTIVE DATE AND TERM. This agrecement shall become effective upon

approval by the Secretary and the Land Commissioner or his duly authorized repre-
sentative, and shall terminate five (5) &ears from said effective date unless

(a)} such date of expiration is extended by the Director and the Land Com-
missioner, or

(b) it is reasonably determined prior to the expiration of the fixed term
or any extension thereof that the unitized land is incapable of preduction of uni-
tized substances in paying quantities in the formations tested hercumder and after

notice of intention to terminate the agreement on such ground is given by the Uni

=
r

" Operator to =1l parties in interest at their last khown addresses, the agreement

is terminated with the approval of the Supervisor and the Land Commissioner, or

lc) a valuable discovery of unititized substances has been made or accepted
on unitized land during said initial term or any extension thereof, in ugich event
the agreement shall remain in effect for such term and so long as unitized sub-
stances can be p?oduced as to federal lands, and are being produced as to Sfate
. lands in quantities sufficient to pay for the cost of producing same form wells on

unitized land within any participating area established hereunder and, should pro-

duction cease, sc long thereafter as diligent operations are in progress for the
- restoration of production or discovery of new production and so long thereafter as

unitized substances so discovered are produced as aforesaid, or
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basis, of the working-interest owners cignatory hereto, with the approval of the
Supervisor and the Land Commissioner; notice of any such approval to be given by the
Unit Operator to all parties hereto.

21. RATE OF PROSPECTING DEVELOPMENT. AND PRODUCTION. The Director is

hereby vested with authority to alter or modify from time to time in his descretion &
the quanti}y and rate of production undgr this agfeement when such quantity and

rate is not fixed pursuant to Federal or State law or doeg not conform to any state-
wide voluntary conservation or allocaticn program, which is established, recognized,
and generally adhered to £y the majority of operators in such State, such authority
being hereby limited to alteratioh'or modification in the public interest, the pur-
pose thefeof and the public interest to be nerved thereby to be stated in the order
of alteration or modificatioa. Without fegard to the foregoing, the Director is
also hereby vested with authority to alter or modify from time to time in his dis-
cretion the rate of prospecting and development and the quantity and rate of pro-
duction under this agreeucnt when such alteration or modification is in tha interest
of attaining the conservation objectives stated in this agreement and is nst in

violation of any applicable Federal or State law; provided, further, that a0 such

alteration or modification shall be effective as to any land of the State of

..
Hue

New Mexico, as to the rate of prospecting and developing in the absence of ©
specific written approval thereof by the Commissioner and as tc any lands of the Sta
of New Mexico or privately owned lands subject to this agreement as to the quantity

and rate of production in the absence of specific written approval thereof by the

Division.

v e

Powers in this section vested in the Director shall only be exercised afﬁep
notice to Unit’Operator and opbortunity for hearing to be held not less that 15
days from rotice.

22. APPEARANCES. Unit Operator shall, after notice to other parties affected,
have the right tc appear for and on behalf of any and all interests affected hereby
bef;re the Department of the Interior and the Commissioner of Fublic l;nds and to
appeal from orders issued under the regulations of said Department or Land Commis—
sioner or to apply for relief from any of said regulations or in any proceudingé
relative to operations before the Department of the Interior or the Land Commissione
or any other legally constituted authority; provided, however, that any other inter-
ested party ;hall also have the right at his own expense to be heard in any such
procecding.

23. NOTICES. All notices, demands, or statements required hereunder to be

given or rendered to the pariies hereto shail be deemed fully given if given in '

-18.
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~ writing and personally delivered to the purly or sent by postpaid registered or

certified mail, addressed to ruch party or purties at their respective addresees

set forth in connection with th«: signatures hereto or to the ratification or con-
sent hereof or to such other address us any nush party may have furnished in writing
to party seniing the notice, u~rmand or statement.

2k. NO WAIVER OF CERTAIN RIGHTS. HNothing in this agreement contained shall

be construed as a waiver by any party hereto ol the right to assert any legsl or
constitutionai'right or defensc as to the validity or invalidity of any law of the
State wherein said unitized lands are located, or of the United States, or regula-
tions issued thereunder inany way affecting such party, or as a waiver by any such
parfy of any right beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. A1l obligations under this agreement requiring the

Unit Operator to commence or continue drilling or to operate on or produce unitized
substances from any of the lands covercd by this agreement shall be suspended while
the Unit Operator despite the exercise of due rcare and diligence, is prevented from
complying with such obligaticns, in whole or in part, by strikes, acts of God,
Federal, State, or municipal law or agcncies, unavoidable accidents, uncontrollable
dzlays in transportation, inability to obtain necessary materials in open market,
or other matters b=y01d-the reascnable control of the Unit Opverator whether similar
to matters h2rein enumerated or not. No unit obligation which i35 suspended under
this section shall become due less than thirty (20) days after it has been deter-
mined Fhat the suspension is no longer applicable. Determination of creditable
"Unavoidable Delay" time shall be made by the unit operator subjest to approval cf

the Supervisor and the Land Commissioner.

26. NONDISCRIMINATION. In connection with the performance of work under
thié agreement, the operator agrces to comply with all the provisions of section
202 (1) to (7) inclusive of Executive brder 11246 (30 F.R. 12319), as amended,
which are hereby incorporated by reference in this agreement.

27. LOSS OF TITLE. In the event title tc any tract of unitized land

shall fail and the true owner cannot be induced to join in this unit agreement,

such tract shall be automatically rugarde& a5 not committed hereto and there shall
be such readjustment of future.costs and benefits as @ay be required on acccunt of
the loss of such title. In the event of a dispuie as to title as to any royalty,
working interest, or other interests subjisct thereto, payment or delivery or account
thereof may be withheld without linbility for interest until the dispute is finally

cettled; provided, that, as to Federal and State land or leases, no payments of

-19-
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funds due the United States or the State of New Mexico should be withheld, but

such funds shall be deposited és directed by the Supeivisor and such f&nds of the

State of New Mexico shall be deposited us directed by the Land Commissioner, to be

held as unearncd money ﬁending final settlement of the title dispute, and then

applied as sarned or returned in accordance with such final settlement. ?
Unit Operator as such is relieved from any responsibility for any defect

or failure of any title hereunder. .

28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial

interest in a tract within the unit area fails or refuses to subscribe or consant
to this agreement, the owner of “he working interest in that tract may withdraw said
tract from this agreement by written notice delivered tc the Supervisor, the Land

Commissioner, the State Divisiorn . and the Unit Operator prior to the approval

J.

of this agreement by the Supervisor. Any oil or gas interests in lands within the

unit area not committed hereto prior to submission »f this agreement for final

approval may thereafter be committed hereto by the owner or cwners thereof sub-
scribing or consenting to this-agreement, and, if the interest is a working interest,
by the owner of such interest also subscribing ta the unit operafing agreement.
After operations are commenced hereunder, the right of subsequent joinder, as
provided in this section, by a working-interest owner is subject to such require-

mernts or approvals, if any, pertaining to such joinder, as may be provided for in

the unit operating agreement. After final approval hereof, joinder by a non-working
intérest owner must be consented to {n w;iting by the working-interest owner
committed hereto and responsible for the payment éf any benefits that may accrue
hereunder in behalf of such non-uworki
be committed to this unit unless the corresponding working interest is committed
heretof Jeinder fo the unit agrsement by a working-interest owner, at any timre,
must be accompanied by appropriate joinder to the unit operating agreement, if more
than cne committed working-interest owner is involved, in ogder for the igterest

to be regarded as committed to tais unit agreement. Except as may otherwise herein
be provided, subsegquent joinders to this agreeﬁent shall be effective as of the

first day of the month following the filing with the Supervisor, the Land Commissioner,

and the State Division of duly executed counterparts of all or any papers
necessary to establish effective commitment of any tract to this agreement unless
objection to such joinder is duly made within sixty (60) days by the Supervisor,
or the State Division; provided, however, that as to State lands all subsequent

Joinders must be approved by the Commissioner.

/./ "20'
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29, COUNTERPARTS. This agreoment may be oxecuted in ory number of counter-

parts no one of which nreds tc te cxecuted by all purties or may be ratifiec or
consented to by scparate instrunent in writing cpecifically referring heretc and
shall be binding upon 211 tho:se parties who hove exccuted such o counterpart, rati-
fication, or consent hereto with the same force nnd'cfrect as if all such porties
had signed the same document und rcgardles:s of whether or not it is executed by all
other parties owiiing or claiming an interest in the lands within the above-described
unit area.

70. SURRENDER. Nothing in "this agrecmcnt shall prohibit the exercise by any
working-interest owner of the right to surrender vested in such party by any lease,
sublease, or operating agreement as to all or any part of the lands covered thereby,
provided that each party who will or might acquire such working interest by such
si.rrender or by forfeiture as hereafter sct forth, is bound by the terms of this
agreement.

If, as a result of any such surrerder, the working interest rights as to
such lands become vested in any party other than the fee owner of the unitized sub-
stances, said party may forfeit such rights and furtner benefits from operation
hereunder as to said land to the party next in the chain of title who shall be and
become the owner of such working intérest. |

If, as the result of any such surrender or forfeiture, working interest rignts
become vested in the fce owner of the unitizcd substances, such owner may:

(1) Accept thqse working-interests rights subject to this agreement and
the unit operating agreement; or

(2) Lease the portion of such land as is included in a participating area.
established hereunder subject to this agreement and the unit operating agreemnent.

| (3) Provide for the independent operation of any part of such land that are
not then included within a participating area established hereunder.

If the fee owner of the unitized substances does not accept the working-

5 subjeci Lo this agreement and the unit operatipg agrcement or lease,
such lands as above-provided within six (6) months after the surrendered or for-
feited working-interest rights become vested in the fee owner, the benefits and
obligations of cperations accriing to such lands under this agreement and th: unit
operating agreement shall be shared by the remaining owners of unitized working
interectic in aceordancc with their respective working interést ownerships, and

such owners or working interes:s shall compensate the fce owner cf unitized sub-
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stances in such lands by paying numt cqual to the rentals, minimum royulties, and
royslties applicable to such lands under the lease in eoffect when the lands were

unitized.

An appropriate accounting and scttlcment chall be made, for all benefits o

accruing to Ar payments and expenditures made or incurred on behalf cf such‘surren-
dered or forfeite¢ working interest subsequent to the date of surrender or forfeiture,
g . and payment of any moneys found to be owing -by such an aécounting shall be made as
between the pa;ties within thirty (%0) days. In the event no urit operating ag}ee-
enti%a in existence and a mutuqlly écceptable agreement between the proper parties
?heréto %annot be consumhated. fhe Supervisor may prescribe such reasonable and
iquiiabl; agreement as he deems warranted under the circumstances.

The exercise of any right vested in a working-interest owner to reassign
quchvworking interest to the party from whom obtained shall be subject to the same
conditions as set forth in this section in regard to the exercise of a right to
surrender.

31. TAXES. The working-interest owners shall render and pay for their ac-
count and the account of the royalty owners all valid taxes on or measured by the
unitized substances in and under or that'éay b» produced, gathered, and sold from
the land subject to this contract after the effective date of this agreement, or
upon the proceeds derived therefrom. The working-interest owners on each tract
shall and 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 products, or net procesds thereof from the
allocated share of each royalty owner to secure reimbursement for the taxes so paid.
No such taxes shall be charged to the United States or the State of New Mexico or

to any lessor who has a contract with his lessor who has a contract with his lessee

which requires the lessee to pay such taxes.

32. NO PARTNERSHIP. It is expressly agreed that the relation of the parties

hereto is that of indepencdent contractors and nothing in this agreement contained,

expressed, or implied, nor any operations conducted hereunder, shall create or be

deemed to have created a partnership or association between the parties hereto or

any of them,
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33, SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in
this agreement shall modify or change either the special Federal Lease stip-
ulations relating to surface management or such special Federal Lease stip-
ulations relating to surface and environmental protection, atéached to and
make a part of Oil and Gas Leases covering lands within the Unit Area. -

IN WITNESS WHEREOF, the parties hereto have caused @his agreement to

be executed and have set opposite their respective names the cate of execution.

ATTEST:

By% f % BY: - Y '
Eoentsy e "

UNIT CPERATOR

STATE OF &a: c kzg'z o~ )
)SS.
COUNTY OF ;; im ,gzzz )
oA

1he foregoing instrument was acknowledged before me this 2,2 day

of, ‘t—v/aﬁl v 198D ) by li 0/7 who
7

iB QAIAJ/‘&_/ Of

My Commission Expires: <fz

W)DJ#X’?

Notary Public

~23-
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EXHIBIT "A"

GUADALUPE COUNTY,

MESA LEON UNIT AREA

NEW

S et TP

ACV:C

(L1 AN

======- Unit Ouiline

Q

/

Track Number

Federal Lands
11,038.80 Acres, 70.39%

State of New Mexico Lands
3,842 .80 Acres, 24.51%

Fee Lands
8C0.00 Acres, 510%

s
N/




EXHIBIT "B"

SCHEDULE SHOVIKG ALL LAND AND LEASES

WITHIN THZ MESA LEON UNIT AREA

GUADALUPE COUNTY, NEW MZXICO

TRACT TZSIRIPTION OF NUMEER OF SERIAL NO. & BASIC LESSEE OF RECORD OVERRIDING RCYALTY WORKING INTZRYST
0. TAND ACRES _EXP. DATE ROYALTY AND PERCENTAGE AND FERCENTAGE alC PERCINTAUE
/
TEDERLL LANDS .
: All Lands are in T-6-N, E-"7-Z. NMPM
tec. <: Zn 4,8¢.00 NM-12140 U.S.A. Pril H. Weldon All
feec. 10 S . ¢-30-80 12.5
Sec. 5 W 960.00 NM-12141 U.S.A. Phil H. Weldon All
Sec. "7: EA 9-30-80 12.5
Sec. 22: ¥
sec. 28: NWK, NySWh 480.00 NM-12142 U.S.A. Fnil H. Weldon All
Sec. 29: NEW, NYSEX . 9-30-80 12.5
Sec. 1: ZEX 800.00 NM-12175 U.S.A. Eugene Perez, Jr. All
Sec. 12: E® 9-30-80 12.5
Sec. 13: E¥ '
o ¢ ! i m% b %m. o e '
W 2 i )
% A - g
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1280.60

280.00

450,00

1520.00

640.00

320.00

NM-12176
9.-30-80

NK-13520
L-30-81

M-16033
6-30-32

KM-16034
£-30-82

NM-18068

4-30-83

NM--18450
5-31-83

NM..22472
1-%1.86

U.S.A.
12.5

Eugene Perez, Jr.

Jack D. Dillon

Phil H, Weldon

~ Phil H. Weldon

Phil H. Weldon

mwww.m. Weldon

Sotexco, Inc.

Al

All

All

All

A1l

All

All
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A1l

#3

o

320.00

8o.00

“360.00

L.3.02

320,00

NM-22473
1-31-86

NM-z2474
1-31-86€

NM-30575
8-31-87

Open

U.S.A. Sotexco, Inc.
12.5

U.5.A. Sotexco, Inc.
chm

U.S.A. Margaret J. Perez
2,5 Bob H. Byrd

¥. L. Chilton, Jr.
Phil H. VWeldon

r N
.
\h 2

Total 11,038.80 Acres Federal Lands

1282.80

1280.00

L-6457
8-1-81

L-6458
mugumg

State of New Mexico Lands

State Southwest Ventures,
12.5 Inc.

State Southwest Ventures,
12.5 Inc.

All

All

[ N

All

All
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Sec. 22: N2, Sw& 269,00 L-6459 State Southwesi: Ventures,
Sec. 21: Ka 8-1-81 12.5 Inec. All
Sec. 28: &B¥% .
3ec. 32: I z20.0Q L-6460 State Southwest Ventures, -
8-1-81 12.5 . Inc. Al
Total 3,842.80 Acres State of ilew Mexico Lands
Patentei {Fee) Lanis .
fex. "3 Z: 320.00
lec. % 3% 220.00 °
Sec. 30: W% . 160.00
Total 800.00 Acres Fee Lands
Recapitulation
11,038.80 Acres Federal Lands - 70.39%
3,842.80 Acres State lLands 2h.51%
800.00 Acres Fee Lands .10%
. 15,651.60 , 700.00%
R con o - _ perres e o , e : |
' ~ i g ;i g (44 *
~ _,_. N ﬂoﬂ“» w . %xt rm.‘wv J.,a w r.m.«».b ), N .
E s e x i3 Sedvic iy i)
) o - ; & A 5 e % M_, Thie ML. o i |
E 4 £ ) Xt 3 g 70 ”
& B g .,M: Ll T L & 1 g G 2 & i : i
5 A VR




CONSENT AND RATIFICATION
MESA LEON UNIT AGREEMENT

GUADALUPE COUNTY, NEW MEXICO

The undersigned, (whether one or more) hereby acknowledges receipt of
& copy of the Unit Agreement for the Development and Operation of the Mesa o
Leon Unit Area embracing lands situated in Guadalupe County, New Mexico,
which said Agreement is dated the lst day of September, 1980, and acknowledged
that they have read the same and are familiar with the terms and conditions
thereof. The undersigned, also being the owners of the leasehold, royalty,
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
héreby consent thereto and ratify all of the terms and provisions thereof, ex-

actly the same as if the undersigned had executed the original of said Unit

Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective ack ledgments.

7
WW/‘% ggh.mq,au

INDIVIDUAL

STATE OF /(/r"fu Aeine ) :
: )ss.
COUNTY OF [@uu;@ﬁﬂ o) )
The foregoing instrument was acknowledged before me this day of

, 198 » by

My Commission Expires:

Notary Public

CORPORATE
- STATE OF )
)ss. .
COUNTY OF )
The foregoing instrument was acknowledged before me this__ )T ga day of
i (Tarmhas L1980, by 500000 Fili .
! , President ofYrs/hr oo Vedidy £ Japa T4 2V /N onJ
corporation, on behalf of said corporation.
My Commission Expires:
/l‘['- i "o / 7?”_{ ('-‘IJ 7 yaRaa / ‘,('- / LA .
4 Notary Public ,/ : l
' «
7
‘f"»



CONSENT AND RATIFICATION
MESA LEON UNIT AGREEMENT

GUADALUPE COUNTY, NEW MEXICO

The undersigned, (whether one cr more) hereby acknowledges receipt of
& copy of the Unit Agreement for the Development and Operation of the Mesa
Leon Unit Area embracing lands situvated in Cuadalupe County, New Mexico,
vhich said Agreement is dated the lst day of September; 1980, and acknowledged
that they have read the same and are familiar with the terms a;d conditions
thereof. The undersigned, also being the owners of the leaseheld, royalty,
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 consent thereto and ratify all of the terms and provisions thercof, ex-
actly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date_gg;_jggsr in their respective acknowledgments.

INDIVIDUAL
STATE OF Ll Moo
)SS.
coonty oF___ d3hudlilln
T%f{izfezolno ingtrumant was acknowledged before me this 35 day of
: ;){/TJ’I//'M\DP » 198D ’ bY_4lgL" ‘ j M&QM

’

My Commission Expires:

dogil 32 /282 S A Qldlzﬁ’ﬁ’ri

Notary Public

CORPORATE
STATE OF )
. )ss,
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 198 » by ,
» President of - a s
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public




INDIVIDUAL. ACKNOWLEDGMENT
sTATE OF A /710 /71 (_//'(‘o )
County of 6{1/!/&4(_ 64/17 B

The foregoing instrument was acknowledged before me this

28 Y4 day of ;i’_ﬂ_‘gzz’g_{‘ &f, ],9_.@_ by &2[) 68&%

Notary Pub icy/

My Commission éxpires Z%KUQLJO 2%, 19 551 ;
5 )

INDIVIDUAL ACKNOWLEDGMENT
STATE OF )

County of ,j

The foregoing instrument was acknowledged before me this

day of » 19 by

Notary Public

My Commission expires , 19 .

INDIVIDUAL ACKNOWLEDGMENT
STATE OF - )

County of )

The foregoing instrument was acknowledged before me this

day of , 19 by

Notary Public

My Commission expires : » 19 .

O
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CONSENT AND RATIFICATION
MESA LEON UNIT AGREEMENT

CUADALUPE COUNTY, NEW MEXICO

The undersigned, (whether one or more) hereby acknowledges receipt of
a copy of the Unit Agreement for the Development.and Operation of. the Mesa
Leon Unit Area embracing lands situated in Guadalupe Qounty, New Mexico,
which said Agreement is dated the lst day of September, 1980, and acknowledged
that they have read the same and are familiar with the terms and conditions
thereof. The undersigped, also being the owners of the leasehold, royalty,
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
ﬁereby consent thereto and ratify all of the terms and provisions thereof, ex-
actly the same as if the undersigned had executed the original ;f gsaid Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of th e set forth in their respective acknowledgmigfil,/,—————__

1,2,37,8,610,14

IV

L, - ‘;3 32, ’] ql ,‘
G S i/))/l ,,u/,//)ﬂj.ﬂ 4,5, 14,23

I A

INDIVIDUAL
STATE OF )
- )ss.
COUNTY OF : )

4%

The foregoing instrument was acknowledged before me this
, 198 s by

Q

My Commission Expires:

Notary Public

CORPORATE
STATE OF )

)SS.
COUNTY OF )

The foregoing instrument was acknowledged before me this day of
> 198 ) by ’
, President of _ a
corporation, on behalf of said corporation.

My Commission Expires:

rn

Notary Public
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INDIVIDUAL ACKNOWLEDGMENT

sTATE OF A/0io> Meyieo )
County of ﬁ(ﬁkiﬁ_ﬂ![)(’lﬂ )

The foregoing instrument was acknowledged before me this

XS th day of .%ﬂzméﬁ : 19£ by _ FAd U Lo

o A i 11 pp
otary Fublig O

| i i v 19 2
My Commission eécplres ﬂvﬁi/ AL , .

INDIVIDUAL ACXMNOWLEDGMENT

STATE OF J(/M) /WU/MO)
County of I/

The foregoing instrument was acknowledged before me this

. ) ,'f .
A ¥4 day of ’/J;’fz'mlft". 19 D vy oo tra A Joeldw

V{M‘:/ﬂ/? A @Q[ﬂ?/f/(’/j(

Norzary Publig’

My Commission expires dﬂﬁ/'/ A2, 19 5".,& .

INDIVIDUAL ACKNOWLEDGMENT
state oF _AJ7 4 Aliic >
County of LD/X L/ 01n )

Tae foregoing instrument was ackncwledged before me this

XS Jé/g day of Q, (_‘gﬁ; '/ﬂ_A_fﬁ, 19_—S_’Q byE (%'((/fm 4@

Notary Public /

My Commission expires 419[(// 2R, 19 J& .
/ )

| j&i&ﬂ 0 . 0 IU/MJ?/?_\




INDIVIDUAL ACKNOWLEDGMENT
STATE OF l./ﬂ&_) ﬂ/ﬁ,ﬂ(’o )

County of pf )

The foregou\g instrument was acknowledged before me this

2 Y4 day of &gﬁ@&ﬁ 19& by &?umﬁ%___

. PR S T
» NN

e

f%deow A i tuees

Notary Public//

My Commission expires \d,ﬂl@// 29 ., 19 (é .

: ' {
INDIVIDUAL ACKNOWLEDGMENT
STATE OF {/)4) [Wmf’o )

County of dj

The foregoing instrument was acknowledged before me this

ZQ_S ﬁ; day of &’ ﬂz m@fgf , 19_39@ by Z”ﬁ £f,;¥42£p‘gf{ ‘:2 [%g/z]f\

.My Commission expires ﬂﬁj{[ﬁ P , 19_82,_.
!

INDIVIDUAL ACKNOWLEDGMENT
STATE OF Afr > )70 xll(’o

County ofﬁ(gdgﬁééﬁ o) )

The foregoing :Lnstrument was acknowledged before me this

ﬂﬂd_ day of L’_ﬂ_&_@_&iv 19_@9 by A/Q(‘I 9\4 ﬂ%u/({ ‘

%l//r/// d jf 7//47//4’/

Notary Pub

My Commission expires [Qﬁ,(?i ,;37;\) , 19 (2;5 .

e o AR
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_Coronado Exploration Corporation
1005 Marquette N.W.
Albuquerque, New Mexico 87102

Re: Mcsa Leon Unit
Guadalupe County, New Mexico

ATTENTION: Mr. Harvey E. Yates, Jr.

Gentlemen:

The Cormissioner of Public Lands has this date approved the
Mesa Leon Unit, Guadalupe County, New Mexico. Our approval is sub-~ :
ject to like approval by the United States Geological Survey. !

Enclosed are Five (5) Certificates of Approval. : ?

Please advise this office when the USGS gives their approval so
that we may finish processing same and establish the effective date.

This Certificate is issued with the understanding that you will
obtain approval from the New Mexico Cil Conservation Division on this
_unit on or before November 1, 1980.

Very truly yours,

) ALEX J. ARMIJO
: COMMISSIONER OF PUBLIC LANDS

s BY:
’ ‘ RAY D. GRAHAM, Director
0il and Gas Division
- AC 505-827-2748
AJA/RDGY s
encls.
cc: OCD-Santa Fe, New Mexico
USGS-Roswell, New Mexico
USGS-Albuquerque, New Mexico
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CERTIF .CATION--DETERMY LA TION

Pursuant to the authority vested in the Secretary of Interior, under

the act approved February ¢9%, 1920, %1 5

at. W37, as omended, 30 U. S. C.
secs. 181, et seq., and delegated to the Oil and Gas Supervisors of the
Geological Survey (33F.R. ¢812), I do Lercty:

A. Approve the attached agreement for the development and operation

of the Mesa Leon

Unit Area, State of
New Mexico

, County of Guadalupe.
B, Certify and determine that the unit plan of development and op-

eration contemplated in the attached agreement is necessary and advisable

in the public interest for the purposc of more properly conserving the
natural resources.

C. Certify and determine that the driiling, producing, rental,

minimum royalty, and royalty requirenents of all Federal leases committed

to said agreement are hereby established, ultered, changed, or revoked to

conform with the terms anc conditions of thic agreement.

Dated

0il erd Gas Supervisor, United States Geological Survey

Contract Number

CLSE NO. 723 ’
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UNIT AGREERERN
FOR THII DEVELOWMENT Al CiERATION
OF THE
"MESA LEONUNIT AREA
GUADALUPE COUNTY
STATE OF HEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 18t "day of September

1980

by and between the parties subécribing. ratifying, or consenting here'o.
and herein referred to as the "parties hereto,”
WITNESSETH:

WHEREAS, the parties hereto are the owneru of workiag, royalty, or other
oil and gas 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., authorizes Federal lessees and their re-
presentatives to unite with each other, or jointly or separately with others, in
collectively adopting and operating a cooperative or unit plaﬁ of development or
operation of any oil or gas poo., field, or like area, or any part thereof for
the purpose of more properly conserving the natural resources thereof whenever
determined and certified by the Secretary of the Interior to be necessary or ad-
visable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Secs. 19-10-45, 46, 47 N.M. Statutes
1978 Annotated) to consent to or approve this agreement on behalf of the State
of New Mexico, insofar as it covers and includes lands and mineral interest of
the State of New Mexico; and,

WHEREAS the 0il Conservation Division of the State of New Mexico Energy and
Minerals Department is authorized by an Act of the Legislature (Chapters 70 aid 71,
New Mexico Statutes 1978, Annntated)to approve this agreement and the conservation

provisions hereof; and,

WHEREAS, the parties hereto hold sufficient interests in the

Mesa Leon Unit Area covering the land hereinafter

described to give reasonably effective control of operations therein;

WHEREAS, it is the purpose of the partics hereto to conserve natural re-
sources, prevent waste, and secire other benetits obluinable through dievelopmant
qnd operation of the area subje:t to this agrecmint under the terms, conditioas,
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and limitations herein s¢t forth; -
‘ - - .

NOW, THERFFORE, in consideration of the jririnen and the promines herein
contained, the parties hereto commit to tiis &syroencnt their respective interests

in the below-defined unit arean, and ogree severnliy amoag themeelves as follous:

1. ENABLING ACT AND RFGULATIOHNS. The Mincral Leasing Act of February, 5, 1920,

an andad
ag engeqc

- n 11 unl
amen . up s val

o artinaent racviilatinnea
4 riinent reguliailliQy

id pertinen
unit plan regulations, heretofore issued therecunder or valid, pertinent, gnd
reasonable regulations hereafter issued thercunder are accepted and made a part of
this agreementias to Federal lands, provided such regulations are not inconsi:tent
with the terms of this agreement; and as to non-Federal lands, the o0il 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 in which the non-Federal land is located, are hereby accepted and made a part
of this agreement. ~

2. UNIT AREA. The following described land is hereby designated and re:zog-

nized as constituting the unit area:

Township Six North, Range Seventeen East, N. M. P. M,
Sec. 1; Wk, SEk Secs. 19,20,21,22,23; All

Secs. 2,3%; All Sec. 24; Wy
Sec. U; S Sec. 26; N, SWk
Sec. 8; E¥, Swk Secs. 27,28,29; All
Secs. 9,10,11,12,13, Sec. X0; E¥
14,15,16,17; All Sec. 32; N¥:
Sec. 18; E¥: . Sec. 33; N¥
Sec. 3k4; Nwk

Guadalupe County, New Mexico
Containing 15,680.C0 acres,
more or less.

Exhibit "A" attached hereto is a map showing the unit area and the boundaries and
indentity of tracts and leases in said 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 acreage, percentage, and kind of ownership of oil and gas interests

~in all land ia the unit area. However, nothing herein or in said schedule or map

shall be construed as a representationr by dny party hereto as to the ownership of
any interest other than such interest or interests as are shown in said map or
schedule as owned by such party; Eﬁhibits AN ;né "B" shall be revised by the Unit
Operator wheneve; changes in the unit area render such revision ﬁeceSSary when re-

quested by the Cil and Gas Supervisor, hercinntter referrved to as "Superviesor," or

when requested by the Commissioner of Public iands of the State of New Mexicc,
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‘boundaries of the unit area, the reasons therefor, and the propczed cffective d
) 4 »

hereinafter referred %o as "lLand Commicuioncr." snd not less than five (5) copies‘
of the revised Exhibits shnll te filed witlh the Superviser and one (1) copy !here-
of shull be filed with the Land Comminciounr, sand one (1) copy with the 0il Con-
servation Division of the New Mexico Fnerpgy ani Minerals Department, hereina'ter
referred to as "Division."

The above-described unit urea shall, when praclicable, be expanded to include
therein any additicnal lands or shall be contracted to exclude lands whenever such
expansion or contraction is deemed to be necessary or advisable to conform with the
purposes of this agreement. Such expansion or contraction shall be effected in the
follouing manner:

(a) Unit Operator, on its own motiun or on demand of the Director of the
Geoleogical Survey, hereinafter referred to as "Direc}or,“ or on demand of the lard
Commissioner, after preliminary concurrence bty the Director, shall prepare a notice

of proposed expansion or contraction describing the contemplated changes in the

thereof, preferably, the first day of a month subsequent to the date of notice.
(b) Said notice shall be delivered .to the Supervisor, the Land Commissionsr

. L
and the State Division, and copies thereof mailed to the last known address of

each working-interest owner, lissee, and lessor whose interests arc
vising that thirty (20) days will be allowed for submission to the Unit Operator of
any objections.

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

a Lard Cammiccinnan
e Lang

AP0 ) L)

and State Division, evidence of m;iling of the notice of expansion or con-
traction and a éopy of any objectioné thereto which have been filed with Uni:
Operator, together with an application in sufficient number, for approval of
such expansicn or contraction and with appropriate joinders.

(a) \After due consideration of all pertinent information, the expansion or
contraction shall, upon approval by the Supervisor, the Land Commissioner, aid State
Division, becoFeleffective as of the date prescribed in the notice thereof.

(e) All legal subdivisions of land ( i.e., 40 acres by Covernment survay or
its nearest lot or tract equivalent; in instances of irregular surveys unusuilly

large lots or tracts shall be considered in multiples of 40 ac¢res or the nearest

aliquot equivalent thercof), mo parts of which nr: entitled to bte in a partizipating

area on or bvefore the fifth anniversary of the c¢ffective date of the first initiﬁl S .&f .

6

! ) -
participatipg’area established under this unit agreement, shall be eliminatel aute-
3 : B

maticafii;from?this agreement, c¢ffective as ol smid fifth anniversary, and sich lands.
N :
Yy . ,
TR e . .
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"minated to the satisfaction of the Sunervisor and t

shall no longer be n part ol the unit v ot ool no longer be sub jent to

this sgrecement, unless ditigent drilling: o3 rn' onn e in progrent on unitised
lands not cntitled to participetion cu o Uitk neniversory, an which cvent all
such lands shall remain subject herots fer o oo &6 @ icn dariling operations

are continued diligently, with not more tLHL." dnynt vinme elapsing between the
completion of one such w-ll and the commene raenl Qf Lhe next such well. ALl legal
subdivisions of lands not entitled to be in o zarticipating area within 10 years
after the effective date of the firet initial parlicipating area approved under
this agreement shall be automatica}]y eliminatsdl from this agreement as of said
tenth anniversary. All lands prn§cd productive by diligent drilling operations

after the aforesaid five-yvar period shall bocome participating in tho same

ganner as during said f{ive-year period. Howcver, when such diligent drilling

"operations cease, all non-participating lar:d~ shall be automatically eliminated

effective as of the 91st day thereafter. % unit operator shall within 90 days
. [4 .
after the effective date of any climination hercunder, describe the area so «¢li-

L4 Spree s ~ Aeata

pr aptly rotify all parties in intcrest.

If conditions warrant =xtcnsion -of th- ten-year period specified in this
subsection 2 (e), a single extemnsicn ¢t rot to <xcecd two yecars nmay be acconplishad
by consent of the owners of 9% of the workiug inicrests in the curient non-parti-
cipating unitized lands and tae owners of €00V of thne basizc royalty intcrests
(exclusive'of the basic royalty interests of the lnited States) in non-participating

unitized lands with approval of the Director aud lLand Commissioner, providel such

Y

"t

s,
.

extension application is submitted tn the Pircctor and the Land Commissioner not®
later then (O days prior to the cxpiration o said ten-ycar period.
Any expansion of the unit arca pursuant Lo this section which cmbraczs

lands theretofore eliminated »ursuant to this cabwection 2 {e) shall not be con-

sidered automatic commitment or recemmitment of such lands.

3. UNITIZED [AND AND YNITIZED SUBSTANCES. All land committed to this
agreement shall constitute land referred te hercin as "unitized land” or "lund
subject to this agrecment.” A1l oil and gae in any and all formations of tae
unitized land are unitized uader the terms o this ngreomént and ‘herein are called
“unitized substances."

4, UNIT OPERATOR. Coronado Exploration Corp.

is hercby desipgnatel oo Unit Opeoent e nnd b L e hepeto

Init Cperutor

-
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agrees and counsents to uccept the duties ‘nnd obligutions of Unit Operator or the
discovery, development, und production of unitized substances ac herein provided.
Whenever reference is made herein to the Unit Operator, such reference means the
Unit Operator acting in the capacity and nol as an owner of interest in un:.tized
substances, and the termﬂ“working-interest owner" when used shall include or
refer to dnit Operator as the owner of a.workihg'interest when such an intorest

is owned by it.

S. RESIGNATION OR REMOVAL OF UNIT OPFKATOR. Uﬁit Operator shall have the
right to re;fgn at any time prior to the establishment of a participating n;;a or
areas hereunder, but such reaigna;ion shall not becoqe effective so as to release
Unit Operator from thé duties and obligations of Unit Operator and termina-e Unit
Operator's rights as such for a period of six (6) months after notice of intemtion
to resign has been served by Unit Operator on all working-interest owners and fhe
Supervisor and the Land Commissioner, and until all wells then drilled hereuﬁder
are placed in a satisfactory conditions for suspension or abandonment whichever is
required by the Supervisor as to Federal lands and the State Division as to State
and privately owned 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.

Unit Operator shéll héve the right to resign in like msaner and subjest to
like limitations as above provided at any time a participating area established
hereunder i; in existence, but, in all instances of resignation or removal, until
a successor unit operator is selected and approved as hereinafter provided, the
#orking-interest owners shall be jointly responsible for performance of tha2 duties
of unit operator, and shall not later than 30 days before such resignation or re-
ﬁo;al becomeé effective appoint a common agent to represent them in any'action to
bé taken hereunder.

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

The Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the same percentage vote

of the owners of working interests as herein provided for the selection of a new

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

and the Land Commissioner.



s - The resigration or renoval of it Opeeator and r this apgreement shall

not terminate its ripght, title. or intere.t no the owner of a working interest or
other interest in unitizcd substances, but upon Lhe recignation or removal os° Unit
Operator beceming eftcctive, such Unit Oparator chell deliver ﬁouacsuion of nll
wells, equiprent, matcrials, and appurtenan o wied in conducting the unit opera-
tions to thuvnew duly qualifi«d successor Unit Operator or to the common agent,

if no such new Unit Opcrator is elected, to be uned for the purpese of conducting
unit operations hereunder. Nothing herein shall be §onstrued as suthorizing re-
moval of any material, cquipment, aﬁd appurtcnances needed for the_greservation of
any wells.

6.  SUCCESSOR UHIT OPERATOR. Yhenewer the Unit Operator shall tender his

or its resignation as Unit Operator or shall be removed as hereinabove provided,
or a change of Unit Operator is negotiated by working-interest owners, the owners
of the working interests in the participating arca or areas according to their re-
spective acreage interests in such participating arca or areas, or until a parti-
cipating area shall have becn established, the owners of the working interests
according to their respective ucreage intercnts in 4ll unitized land, shall by
majority vote select a successor Unit.Opérator: Provided, That, if a majority
but less than 75 per cent of the working interests qualifiad to vote are owned by
one party to this agreement, a concurring vot« of one or more additional working
interest owners shall be required to select a ncw operator. Such selection shall
not become effective until

(a) a Unit dperator sc¢ selected shall accept in writing the duties and
responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Supcrvisqr and approved
by the Land Commissioner.

If no successor Unit Operator is sélocted ané qualified as herein provided,
the Director and the Land Commissioner, at their election, may declare this unit

agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPTCRATIRG AGREEMENT. If the Unit10peratpr

is not the sole owner of workirg interests, costs, and expenses incurred by Unit
Operator in conducting unit operations hereunder shall be paid and apportioned

among and borne by the owners ¢f working intercsts, all in accordance with the

_agreement or agrecements entered into by and totescon Lhe Unit Operator and the
owners of working interests, shothor ene or wore, v parately or cotlectively. Any
agreement or agreements entered into betwoern th. working-interest owncers and the -

7
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Unit Operator as provided in this cection, «hether one or more, are herein referred
- - to as the "unit operating agrecment.” [ -k nit operating agreement rhell also

provide the manner in which the working-infnfuut owners shall be c¢ntitled to re-
{; . | ceive their respective proportionate and allocated share of ghe benefits accruing
A hereto in conformity with their underlying operating agreements, lecases, or other

independent contracts, and such other righls and obligationé as between Unit Operator i

and the working-interest owners as may be agreed ﬁpon by Unit Operator and the
uerking-intérest owners; however, no such unit operating.agreement shall Je deemed
either to modify any of the terms and conditions of this unit agreement or to re-
lieve the Unit Operator of any right or obligaticn established under this unit
sgreement, and in case of aﬁy 1nconsi§tency or conflict betwe;n this unit agreement
snd the unit operating agreement, this unit agreement shall govern. Three true
_copies of any unit operating agreement executed pursuant to this section should
be filed with the Supervisor and one true copy with the Land Ccmmissioner, prior to

approval of this unit agreement.

8. 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 which are neéessary or convenient for prospec-:ing for,
producing, storing, alloc#ting, and diétributing the unitized substances ar-e here-
by delegated to and shall be exerciéed bi the Unit Operator as herein provided.
Acceptable evidence of title to said rights shall be deposited with said Unit Opera-

tor 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 or to any leasé or operating agreenent,
it being understood that under this agreement the Unit Operator, in its capaciti
as Unit Operator, shall exercise the rights of possession and use vested in the
parties hereto only for thes purposes herein specified.

9. DRILLING TO DISCOVERY, Within six (6) months after the effective date

. hereof, the Unit Operator shall begin to drill an adequatc test well at a “ocation
approved by the Supervisor, if on Federal land, or by the Land Commissione:, if on
State land, or by the Division if on fee land unless on such effective date a

well is being drilled conformably with the terms hereof, and thereafter continue

such drilling diligently un*il the BASEMENT GRANITE HAS BEEN PENETRATED AND ALL

BEDS OF YCOUNGER AGE HAVE BEEN TESTED , or unt:l at a

lesser depth unitized substances shall be discovered which can be produced in paving

HUBEW M




quantities (to-wit: quantiljes suff}ciﬁng Lo repay the costs of drillingg, complet-
ing and producing operations, with a rensonsbie profit) or the Unit Operator chull,
at any time, establish to ihe satisfaction or the¢ Lupervisor if on Yederal lend, or
the Land Commissioner if on State land, or the Division if on Fee land that further
drilling of said well would be unwarranted or impracticable; provided, however, that

Unit Operator shall not, in any event, be required Lo drill said well to & depth

in excess of 4,500 feet. Until the discovery of a deposit of unitized
subatances capable of being produced in payiﬁg quantities, the Unit Operalor shall

~

coatinue driiling diligently one well at a time, allowing not more than six (6)
months between the completicn of'one well and the beginning of the next well, until
a Qell capable of producing unitized substances in paying quantities is completed
to the satisfaction of said Supervisor if it be on Federal land or of the Land
Commissioner if on State lard, or the Division if on fee land, or until it is fea-
sonably proved that the uritized land is incapable of producing unitizec substance
in paying quantities in the formations drilled hereunder. Nothing in this section
shall be deemed to limit the right of the Unit Operator to resigd as provided in
Section 5 hereof, or as requiring Unit Operaior to commence or continue ary
drilling during the period pending such resignation becoming effective in order to
" comply with the requirements of this section. The Director ani Land Commissicner
may modify the drilling requirements of this section by grantinag reasonable exten-
sions of time when, in their opinion, such action is warranted.

Upon failure to commence any well érovided for in this section withir the
time allowed, including any extension of time granted by the Supervisor ard the

Land Commissioner, this agraement will failu

-~ . b elate] — E
&y upon sure o

continue drilling diligently any well commenced hereunder, the Supervisor and the
Land Commissioner may, after 15-days notice to the Unit Operator, declare this

”

unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months after

compleation of a well capable of producing unitized substances in paying quantities,
the Unit Operator shall submit for the approval of the Supervisor, the Land
Commissioner, and State Division an acceptable plan of development and cperation

for the unitized land which, when appro%ed by the Supervisor, the lLand Commnissioner,
and State Division, shall constitute the further drilling and operating otligatioas
of the Unit Operator under this agreement for the period specified therein. Thereaft

from time to time before the expiration of sny cxisting plan, the Unit Operator shal’

-5~




submit for the approval of the Supervisor, the fand {ommissioner, cnd State Vivision
a plan fer an additional npccifiud period for the develnpment and opcrgtion of the
unitized land.

Any pian submitted‘pursuant to this section shall provide for the explora:ion

of the unitized area and for the diligent drilling necessary for determination of 4

the area or areas thereof capable of producing unitized substances in paying

quantities in each and every productive formation and shall be as complete and -
©  adequate as the Supervisor, the Land Commissioner, and State Division msy determine

to be necessary for timely development and proper ccnservation of the c¢il and ;zas
resources of the unitized area and sh;11:

{a) specify the number and locations of any wells to be drilled and the
proposed order and time for such drilling; and

(b) to the extent practicable specify the operating practices regardea as
necessary and advisable for proper conservation of nétural resources. Separate
plans.may be submitted for separate productive zones, subject to the approval of
the Supervisor, the Land Commiésioner. and State Division. .

Plans shall be modified or suppleménted when necessary to meet changed conditions
or to protect the interests of all parties to this agreement. Reasonable diligence
shall be exercised in complying with thé obligations of the approved plan of duvelop-.
ment. The Supervisor and the Land Commissioner are authorized to grant a reasonable‘
extension of the six-month period herein prescribed for submission of an initial

plad of development where such action is justified because of unusual conditions

or circumstances. After completion hereunder of a well capable of producing any

unitized substance in paying quartities, no further wells, except such as mey he’
necessary to afford protection against uperations not under this agreement and such
as may be specificélly approved by the Supervisor, the Land Commissioner, and State =

Division, shall be drilled except in accordance with a plan of development approved

as herein provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of pro-

' ducing unitized substances in paying quantities or as soon thereafter as required by
the Supervisor, thg Land Commissioner, or the State Division, the Unit Operator

. shall submit for approval by the Supervisor, the Land Commissioner, and State

Division a schedule, based on subdivisions of the public-land survey or aliquot

T

parts thereof, of all land then regarded as reasonably proved to be productive in

paying quantities; all lands in said schedule on approval of the Supervisor, the

Land Commissioner, and State iivision to conztitute a participating area, efective




as of the date of completion of uuch well or the offective date of this unit agreement,
whichever is later. ‘The acreages of both Federal and non-Federal lande shall be
based upon appropriate computations from the courses and distances shown on the last
approved public-land s;rvey as of the effective date of cach initial participeting
area. Said schedule shall alsc s=et forth the ﬁercentagc of unitized substances to be
allocated as herein provided to each tract in the p#rticipating area so established,
and shall govern the allocation of production commencing with the coffective date
‘of the pérticipating area. A separate parlicipaling area shall be established for
each separate pool or deposit of unitized substances or for any group thereof which
is produced as a single pool or zoné, and any two or more participating areas so
established may be combtined into one, on approval of the Supervisor, the Land Commis-
sioner, and the State Division. VYhen proéuction from two or more barticipating
areas, so established, is subsequently found to be from a common pool or deposit
said participating areas shall be combined into one, effective as of such appropriate
date as may be approved or prescribed by the Supervisor, the Land Commissioner, ahd
Statz2 Division. The participating area or areas so established shall be revised
from time to time, subject to like app;oval, to include additional land then regarded
as reasonably proved to be productive in paying quantities or necessary for unit
operations, or to exclude land then regarded as reasonablj proved not to be productive
in paying quantities and the schedule of allocation percentages shall be revised
éccordingly. The effective date of any revision shall be the firs% of the month in
which is obtained the knowledge or information on which such revision is predicated,
provided, howevér, that a more appropriate etfective date may be used if justified by
the Uanit Operaior and approved by the Supervisor, the lLand Commissioner, and State -
Division. No land shall be exclﬁded from a participating area on account of de-
pletion of the unitized substances, except that any participating area established
under the provisions of this unit agreement shall terminate automatically whenever all
comple?ioﬁs in the formation on «hich the participating area is based are abandoned.

' It is the intent of this section that a participating area shall repfesent the
area known or reasonably estimated to be productive in paying quantities; but regard-
less of any revision of the participating area, nothing herein contained shall be
" construed as requiring any retroactive adjustment for production obtained prior to
the effective date of the revision of the participating aresz.

In the absence of agreement at any time between the Unit Operator and the

Supervisor, the Land Commissioner, and State Division as to the proper definition

or redefinition of a participatiag area, or until a participating area has, or areas

-10-




have, been established as provided hererin, the portion of all payments affect:d
theredby shall be impounded in a manner mutually occeptable to the owners of working
| interests und the Supervisor and the l.and Commisnsioner. Royalties due the United
{ates shall be determined by tne Supervigor for‘ngeral lands and the Land Commis-
sioner for the State lands and the amount t%ereof shull be deposited, and dir:cted b}
the Supervisur and the Land Commissioner, to be held ns unearned money until 12
participating area is finally approved and then applied as earned or returned in
accordance vitﬂ‘a‘determination of the sum due as Federal and State royalty of the
basis of such approved participating area.

Hheneve;'i; is determined, subject to the approval of the Supervisor, the Land
Commissioner, and State Division that a well drilled under this agreement is 10t
capable of production in paying quantities and inclusion of the land on which it is
situated in a participating area is unwarranted, production from such well shall,
for the purposes of settlement among all parties other than working-interest owners,

AN
- wwa

be allocated to the land on whi:h the well is lccated unless such Jand is alrzady
within the participating area extablished for the pool or deposit from which :uch
production is obtained. Settlement for working interest benefits from such a well

shall be made as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTTON. All unitized substances produced from each

participating area extablished rinder this sgreement, except any part therecf used in
conformity with_good operating osractices within the unitized area for drilling, opera-
ting. camp, and other production or development purposes, for repressuring or
recycling in accordance with a »lan of development approved by the Supervisor, Land
Commissioner, and State Division, or unavaidable lost, shall be deemed to be »aro-
duced'equally on an acreage basis from the several tracts of unitized land of the
participating area established for such production and, for the purpose of de:ermining
any, tenefits accruing under this agreement, each such tract of unitized land shall have
allocated to it such percentage of said production as the number ¢f acres of such
tract included in-said participating area bears to the total acrec of unitized

land in said participating area, except that allocation of production hereunder

for purposes other than for set%lement of the royalty, overriding royalty, or

payment out of production obligations of the reépective working-intereqt owners,

shall be on the basis prescribed in the unit operating agreement whether in con-

formity with the basis of allocation Lirrein st forth or otherwina. t is hereby

-11-




agreed that production of unilized sulsliancesn from u participnting area shall be
allocated us provided herein regardleas of whether nny wells arc &rilled.01 ahy
particular part of tract of.zaid participating area. If any gas produced from

one participating area is us:d for repressuring or recycling purposes in aiother
participating area, the first gas withdrawn from such last-mentioned parti:ipating
area for sale during the life of this agreement shall be considered to be the gas
8o transfefred until an amount equal to that transferred shall be so produced for
sale and such gas shall be allocated to the partiqipating area from which -initially

produced as such area was last defined at the time of such finsl production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. Any

party hereto owning or controlling the working interest in any unitized land having
thereon a regular well location may with the approval of the Supervisor antd the

Land Commicsioner, and the Division as to privately owned land, at such party's

sole riek, costs, and expense, drill a well to tést any formation for which a
participating area has not been established or to test any formation for which

a participating area has been established if such location is not within said
participating area, unless within 90 days of receipt of notice from said party of
nis intention to drill the well the Unit Operator elects and commences to «rill such
& well in like manner as other wellé are drilled by the Unit Operator under this
agreement. |

If any well drilled as asforesaid by a working-interest owner results in

‘'production such that the land upon which it is situated may properly be included

in a participating area, such participating area shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the

Unit Operator in accordance with the terms of this agreement and the unit operating

agreement.

A If any well drilled as aforesaid by a'working—interest owner obtains pro-
duction in quantities insufficient to justify the inclusion of the land upon which
such well is situated in a participating area, such well may be operated and pro-
duced by the party drilling the same subject to the conservation requirements of
this agreement. The royalties in amount or value of production from any such well
shall be paid as specified in the underlying lease and agreements affected.

14. ROYALTY SETTﬂEMENT. The United States and any State and any royalty

owner who is entitled to take in kind a share of the substances now unitized here-
' - under shall hereafter be rntitled to the rigitt Lo take in kind its share of the

unitized substances, and the Init Operator, or the working-interest owner in case \
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of the operation of a well by a working-interest owner as herein provihed fo~ in
special cases, shall make deliverics of such Eoya]ty share taken in kind in con-
formity with the applicable contracts, laws, and rcgulations. Settlement for roy-
alty interest not taken in kiad shall be made.by working-interest owners responsible
therefor under existing contrants, laws, and regulations, or by the Unit Operator,
on or before the last day of eiach month for unitizﬂd substances produced during

the preceding calendar month; provided, however, that hoth;ng herein contained
sh;ll operate to relieve the lessees of any land from their respective lease obli-
gations for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area hereunder, for use in repressuring, stimulation of
prbduction, or increasing ult?nate recovery, in conformitx with a plan of opera-
tions approved by the Supervisor and the Land Commissioner, a like amount of gas,
after sett{emeﬂt as herein provided for any gas transferred from any other parti-
cipating area and with appropriate deduction for loss from Any cause, may be with-
drawn from the formation into which the gas is introduced, royalty free as to dry
gas, but not as to any products which may be extracted therefrom; provided that
such wit?drawal shall be a£ such time aé may b prévided in the approved plan of
operations or as may otherwise be coﬁsented to by the Supervisor and the Land
Commissioner as conforming to good petroleum engineering practice; and provided
further, that such right of withdrawal shall tcrainate on the termination of this
unit agreemert.

Royalty due the United States shall be computed as provided in the opcrating
regulations and paid in value or-delivered in kind as to 21l unitized substances
on the basis cf the amounts thercof allocated to unitized Federal land as provided
herein at the rateé specified in the respectivs Fcderal leases, or at such lower
rate or rates as may be authorized by law or rcgulation; provided, that for Leases
on wnich the royalty rate depends on the daily average production per wéll, said
average production shall be determined in accordance with the operating reguiations
as though each participating area were a single consolidated lease.

Royalty due on account of State lands shall be computed and paid on the
basis of all unitized substances allocated to such lands. |

15. RENTAL SETTLFEMENT. Rental or minimum royalties due on leases comnitted

he ~eto shall be paid by working-int.rest owners responsible therefor under existing

contracts, laws, and regtlations, provided that nothing herein contained shalll




operate‘to'relieve the lessees of any lond tfrom their recpective lease obligations
for the payment of any rental or minimum royalty due under their leases. Rcutai
or minimum rcyalty for lands of the United States subject to this agreement shall
be paid at the rate specified in the respactive leases from the United States un-
less such rertal or minimqm roralty is waived, éunpundud, or reduced by law or by
spproval of the Secretary or his duly authorizrd ropresentative.

Rentals on State of New Mexico lands subject to this agreement shall be
paid at the rates specified in the respective lcases.

With respect to any leauc on non-Federal land containing provisions which
would terminate sich lease unliss drilling oprrations arc commenced upon the land
covered thereby within the time therein specified or rentals are paid for the pri-
vilege of deferring such drilling operations, the rentals required thereby shall,
notwithstanding any other provision of this agreemant, be deemed to accrue and be-
come payable during the term thereof as extrnded by this agreement and until the
required drilling operations are commenced upon the land covered thereby or until
some portion of such land is included within a participatipg area.

16. CONSERVATION. Operations hereunder and production of unitized suostances

shall be conducted to provide for the most economical and efficient reccvery of
said substances without waste, as defined by or pursuant to State or Federal law
or regulation.

17. DRAINAGE. The Unit Operator shall tuke such measures as the Supervisor
and Land Commissicner deem appropriate and adequate to prevent drainage of uiitized
substances from unitized land by wells on land not subject to this agreement.

18. LFASES AND CONTRACTS CONFORMED AUD EXTENDED. The terms, conditioas,

and provisions of all leases, subleases, and other contracts relating to exploration,
drilling, development, or operation for oil or gas on lands committed to this agree-
ment are hereby expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in full force and
effect; and the pgrties hereto hereby consent that the Secretary, as to Federal
lezses and the Land Commissioner, as to State lecases, shall and each by his ap-
proval hereof, or by the approval hereof by his duly authorized representative,

does hcreby establish, alter, change, or revoke the drilling, producing, rental,
minimum royalty, and royalty requi?ements of Federal and State leases committed
hereto and the reguliations in respect therecto to conform said requircements ts the

provisions of this agreement, and without limiting the generality of the for:going,

1=
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. all leases, subleases, and contracis are particnlarly modified in accordance with

the following:
(a) The development and opcration of land:s smbjrct to this agreement under
the terms therof shall be deeme:d full performance of all obligations for develop-

ment and operation with respec: tn cach and c¢very separately owned tract sub ject

to this agreement, rcgardless of whether th-re is any development of any.par:icu-
lar tract of the unit areca. ]

(b) Drilling and producing operations performed hereunder upon any tract
of unitized lands will be acceptcd and deemcd to bte berformed upon and for the
benefit of each and every trac: of unitized land, and no lease shall be deem2d to

_ expire by reason of failure to drill or producec wells situated on the land therein
embraced.

(¢) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or consent of the Secfetary and the Land Commissioner, or
his duly authorized representa:ive, shall be deemed to constitute such suspeasion
pursuant to such direction or tonsent as to each and every tract of unitized land.
A suspension of drilling or producing operations limited to specified lands shall
be applicable only to such lanids.

(d) FEach lease, sublease, or contract relating to the exploration, drilling,
development or operaticon for oil or gas of lands other than those of the United

€5 and Slate i New Mexico committed to this agreement, which, by its terms
might expire pricr to the termination of this agreement, is hereby extended oeyond

any such terms so provided therein so that it shall be continued in full forze and

effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any ranewal
thereof or any part of such lease which is made subject to this agreement shall con-
tinue in force beyond the term provided therein until the termination hereof. Any

_ other Federal lease committed hereto shali continue in force beyond the term so
provided therein or by law as o the land committed so long as such lease renains -
subject hereto, provided that »roduction is had in paying quantities under tais unit
agreement prior to the expiration date of the term of such lease, or in the 3vent_
actual drilling—operations are cﬁmmenced on unitized land, in accordance wita the

provisions of this agreement, odrior to the end of the primary term of such lzase

and are beiny diligently prosecuted at that time, such lease shall be extend2d for

two years and so long thereaft r as oil or gas is produced in paying quantities in

§ ) -15-
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‘mccordance with the provisions of the Mineral leasing Act Revision of 1960.

(f) FEach sublease or contract relating Lo the operation and de;elopment of
unitized substances from lands of the United ftates committed to this agreem:nt,
which by its terms would expire prior to the time at which the underlying lease,
as extended by the immediately preceding paragraph, will expire, is hereby extended
beyond any such term so providued therein so that it shall be continued in full force
and effect for and during fhe werm of the underlyiﬁg lease as such term is huerein
extended. .

(g) The segregation of any Federal Lease committed to this agreement is
governed by the following prov1sion’in the fourth paragraph of Sec. 17 (j) of the
Mineral Leasing Act, as amended by the Act of September 2, 1960 (74 Stat. 781-734):
"Any (Federal) lease heretofore or hereafter committed to any such (unit) Plan em-
bracing lands that are in part within and in part outside of the area covered by
any such plan shall be segrega.ed into separate-leases as tc the lands committed

and the lands not committed as of the effective date of unitization: Provided

however, that any such lease a3 to the nonunitized portion snall continue in force

and effect for the term thereof but for not less than two years from the dat: of
such segregation and so 1opg thereafter as oil or gas is pro&uced in paying juanti-
ties.'t |

(h}) In the event the Initial Test Well is commenced prior to the expiration
date of the shortest term State Lease within the Unit Area, any lease embracing
lands of the State of New Mexico which is made subject to this agreement, shall
continue in force beyond the term provided therein as to the lands committed hereto
until the termination hereof.

(i) 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 protion com-
mitfed and the portion not committed, and the terms of such lease shall apply
separately tc such segregated protions commencing as of the effective date hzreof;
proviﬁed. however, notwithstandinrg 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 beyoﬁd £he
term provided therein as to all lands embraced in such lease, if o0il or gas is dis-
covered and is capable of being produced in paying quantities from some part of
the lands embréced in such lease at the expiration of the secondary term of such
lease; or if, at. the expiration of the sccondary term, the leasee or the Unit Opera-
tor is ther engaged in bona fide drilling or reworking operations on soue part of

the lands embraced in such lease, the same as to all lands embraced therein, shall




* remain iﬂ full force and effect so long an such operationg are being diligently

'prosecuted. and if they result in the production ol 0il or gas; caid lease chall
continue in full force and effecc as to all o! the lands embraced therein, so long

o thereafter as oil or gas in paying quantities is being produced from any portion

S of said landé.

{ 19. COVENANTS RUN WITH LAND. The covenunts herein shall be construed to be

; ,/ . covenants running with the land with respect to the interest of the parties hereto
and their successors in interest until this agrcement terminates, and any granf.
transfer, or conveyance, or interest in land or leases subject hereto shall be and
hereby is conditioned upon the assumption of all privileges and obligations hereunder
by the grantee, transferee, or other successor in interest. No assignment or trans-
fer of any working interest, royalty, or other interest subject hereto shall 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.

20. EFFECTIVE DATE AND TERM. This agrcement shall become effective upon

approval by the Secretary and the Land Commissioner or his duly authorized repre-
sentative, and shall terminate five (5) 5ears from said effective date unless

(a) such date of expiration is extended by the Director and the Land Com-
missioner, or

(b) it is reasonably determined prior to the expiration of the fixed term
or any extension thereof that the unitized land is incapable of production of uni-
tized substances in paying quantities in the formations tested hereunder and after
notice of intention to terminate ‘the agreement on such ground is given by the Unjt

' Operator to all parties in interest at their last khown addresses, the agreement

is términated with the approval of the Supervisor and the Land Commissioner, or

(c) a yaluable discovery of unititized substances has been made or accepted
on unitized land during said initial term or any extension thereof, in waich event
the agreement shall remain in effect for such term and so long as unitized sub-
stances can be produced as to federal lands, and are being produced as to State
lands in quantities sufficient to pay for ihe cost of producing same form wells on
unitized land within any participating area established hereunder and, should pro-

duction cease, so long thereafter as diligent operations are in progress for the

restoration of production or discovery of new production and so long thereafter as

unitized substances so discovered are produced as aforesaid, or
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ment may de terminated at enpy time by not legs that /) per centum, on an acreage
bacsis, of the working-interest owners cignutory hereto, with the approval of the
Supervisor and the Land Commissioner; notice of any such approval to be given by the

Unit Operator to all parties nereto. | “:

21. RATE OF PROSPECTING DEVELOPMENT. AND PRODUCTION. The Director is
hereby vested with authority to alter or modify from time to éime in his descretion
the quantity and rate of production under this agreement when such quantity and
rate is not fixed pursuant to Federal or State law or does not conform to any state-
wide voluntary conservation or allocation program, yhich is established, recognized.
and generally adhered to by the majority of operators in such State, such authority
Veing hereby limited to alteration'or modification in the public interest, the pur-
posz thereof and the public interest to be served thereby to be stated in the order
of alteration or modificatioa. Without regard to the foregoing, the Director is
alsc hereby vested with authority to alter or modify from time to time in his dis-
cretion the rate of prospecting and development and the quantity and rate of pro-
duction under this agreemcnt when such alteratiun or modification is in th2 interest
cf attaining the-conservatibn objectives stated in this agreement and is not in
violation of any applicable Feder;l or State law; provided, further, that s such’
alteration or modification shall be effective as to any land of the State »of
New Mexico, as tc the rate of prospécting and developing in the absence of the
specific written approval thereof by the Commissicner and as to any lands 2f the Sta
of New Mexico or privately owned lands subject to this agreement as to the quantity

and rate of production in the absencé of specific written approval thereof by the
Division. —

Powere in this section vested in the Director shall only be exercised after
notice to Cnit'bperator and opportunity for heafing to be held not less that 15
days from rotice.

22. APPEARANCES. Unit Operator sﬁall. after notice to other parties affected,
have the right to appear for and on behalf of any and all interests affacted hereby
before the Department of the Interior and the Commissioner of Fudblic lgnds and to
appeal from orders issued under the regulations of said Department or Land Commis-
sioner or to apply for relief from any of said regulatibns or in any proceuding;
relative to-operations before the Department of the Interior or the Land Commissione
or any other legally constituted authority; provided, however, that any other inter-
ested party siaall also have the right at his own expense to be hear§ in any such
procecding.

23. NOTICES. All notices, demands, or statements required hereunder to be

given or repdered to the parfies hereto shall be deemed fully given if given in
. —
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« . -+ writing and personolly delivered to the party or cent by postpaid registered or

certified mail, addressed to rnuch party or purtics at their respective addresses

get forth in connection with th: signatures hereteo or to the ratification or con-
sent hereof or to such other uddress us any much party may have furnished in writing
to party seniing the notice, du:mand or statement,

2k, NO WAIVER OF CERTALN RIGHTS. Mothing in this agreement contained shall

be construed as a waiver by any party ereto of the right to assert any legal or
constitutional right or defensc as to the validity or invalidity of &ry law of the
State wherein said unitized lands are locatnd, or of the United States, or regula-
tions issued thereunder inany way affecting such party, or as a waiver by any such
party of any right beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring the

Unit Operator to commence or continue drilling or to operate on or produce unitized
substances frorm any of the lands covered by this agrecment shall be suspended while
the Unit Operator degpite the cxercise of due care and diligence, is prevented from
complying with such obligaticns, in whole or in part, by strikes, acts of God,
Federal, State, or municipal law or agencies, unavoidable adcidents, uncontrollable
delays in transportation, inability to odbtain necessary material:i in open market,
or other matters beyond the reasonable control of the Unit Operator whether similar
to matters hz2rein cnumerated or not. Ho unit obligation which is suspended under
this section shall become due less than thirty (30) days after it has been deter-
mined ?hat the suspension is no longer applicabl«. Determination of creditable
“"Unavoidable Delay" time shall be made by the unit operator subject to approval of

the Supervisor and the Land Commissioner.

26. NONDISCRIMINATION. In connection with the performance of work under

this agreement, the operator agrces to comply with all the provisions of section
202 {1) to (7) inclusive of Executive Order 112456 (30 F.R. 12319), as amended,
‘which are hereby incorporated by reference in this agreement.

27. LOSS OF TITLE. In the event title tc any tract of unitized land

shall fail and the true owner cannot be induced to join in this unit agreemeﬁt,

such tract shall be automatically regarded as not committed hereto and there shall
be such readjustment of future costs and tenefits as may be required on account of
the loss of sﬁch title. In the event of a dispute as to title as to any royalty,
working interest, or other interests subject thereto, payment or delivery or accou&t

thereof may be withheld without linbility tor interest until the dispute is finally

settled; provided, that, as to Federal and State land or leases, no payments of
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funds due the United States or the Staté of How Mexico should be withheld, but
such funds shall be deposited as directed by the Supervisor and such funds of the
State of New Mexico shall be depnsited us directed by the Land Commissioner, to be
held as unearned money bending final settlement of the title dispute, and then
applied as earned or returned in accordance with such final settlement.

Unit Operator as such is relieved from any responsibility for any defect
or failure of any title hereunder.

28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial

interest in a trﬁét within the unit area fails or refusges to subscribe or consant

to this agreement, the owner of “he working interest in that tract may withdras said
tract from this agreement by written notice delivered to the Supervisor, the Land
Commissioner, th; State Divisior, and the Unit Operator‘prior to the approval

of this agreement by the Supervisor. Any oil or gas interests in lands within the
unit area not committed hereto prior to submission of this agreement for final
approval may therearter be committed hereto by the owner or owners thereof sub-
scridbing or consenting to this agreement, and, if the interest is a wérking interest,
by the owner of such intereét also subscribing to the unit operating agreement.
After operations are commenced hereunder, the rignt Af subseguent joinder, as
provided in this section, by a working-interest owner is sﬁbject to such require-
ments or approvals, if any, pertaining to such joinder, aé may Se provided for in
the unit operating agreement. After final gpproval hereof, joinder by a non-working
interest owner must be consented to in writing by the working-interest owner
committed hereto and responsible for the payment of any benefits that may accrue
hereunder in behalf of such non-working interest. A non-working interest may not

be committed te this unit unless tﬁe corresponaing working interest is committed
heretor Joinder éo the unit agr2ement by a working-interest owner, at any time,
must be accompanied by appropriate joinder to the unit operating agreement, if more
than one committed working~intersst owner is involved, in o;der for the igterest

to be regarded as committed to tais unit agreement. Except as may otherwise herein

be provided, subsequent joinders to this agreement shall be effective as of the

: first day of the month following the filing with the Supervisor, the Land Commissioner,

and the State Divisicn  of duly executed counterparts of all or any papers
necessary to establish effective commitment of any tract to this agreement unless
objection to such»joindér is duly made within sixty (60) days by the Supervisor,
or the State Division; provided, however, that as to State lands a'l subsequent

joinders must be approved by the Commissioner.
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« 29, COUHTERPARTS. This agreeacnt may e exeented in any number of counter-

parts no one of which neasds tc - cxeculed by all purtics or may be ratifiéc or
consented to by scparate instruwsicnst in writing spucifically relerring heretc and
shall be binding upon all thoee parties whou hove exccuted such a counterpart, rati-
fication, or consent hereto with the sume force nnd.effect as if all such perties
had signed the same document snd regardless of whether or not it is executed by all
other parties owning or claiming an interest in the lands within the above-described
unit area.

0. SURRENDER. Nothing in ‘this agrecment shall prohibit the exercise by any
working-interest owner of the right to surrender vested in such party by any lease,
sublease, or operating agreement as to all or any part of the lands covered thereby,
provided that each party who will or might acquire such working interest bty such
si.rrender or by forfeiture as hereafter set forth,. is bound by the terms of this
agreement.

If, as a result of any such surrerder, the working interest rights as to
such lands become veste& in any party other than the fee owner o the unitized sub-~ |
stances, said party may forfeit such rights and furfher benefits from operation

hereunder as to said land to the party ncxt in the chain of title who shall be and

become the owner of such working interest.

If, as the result of any such surrender or forfeiture, working interest rigats
become vested in the fce owner of the unitized substances, such owner may:

(1) Accept thpse working-interest; rights subject to this agreement and
the unit operating agreement; or

(2) Lease the portion oi-such land as is included in a participating area
established hereunder subject tc this agreement and the unit operating agreement.

» (3) Provide for the indeponéent operation of any sucn land that are
not then included within a participating area established hereunder.

If the fee owner of the unitized substances does not accept the working-
interest rights subject to this aéreemént and the unit operating s&rcement or leése.
such lands as above-provided within-six (6) months after the surrendered or for-
feited vorking-intcrest rights become vested in the fee owner, the benefits and
obligations of operations accriing to such lands uﬁder this agreement and th- unit
operating agreement shall be shared by the remaining owners of unitized working

interests in accordance with their respective working interest ownerships, and

such owners or working interes:s shall compensate the foe owner c¢f unitized sub-
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stances in such lands by paying sums cqusl to the rentals, minimum royuitins, and
royalties applicable to such lande under the lease in effect when the lands were
unitized.

An apprepriate accounting and settlement chall be made, for all benefits
accruing to or payments and expenditurcs made or incurred on behalf of such surren-
dered or forfeited working'interest subsequent to tﬁe_date of surrender or forfeiture,
_ and payment of any moneys found to be owing by such an aeco;nting shall be made as
. between the parties within thirty (320) days. In the event no unit operating agree-

'

Ient'ia in existence and a mutuqlly-;cceptable agreement between the proper parties
4 L}

gheréto éannot be consummated, ﬁhe Supervisor may prescribe such reasonable and
iquiﬁablg agreement as he deems warranted under the circumstances.

The exercise of any right vested in a working-interest owner to reassign
;uchAworking interest to the parfy from whom obtained shall be subject to the same
conditiohs as set forth in this section in regard to the exercise of a right to
surrender.

31. TAXES. The working-interest owners shall render and pay for their ac-
count and the account of the royalty owners all valid taxes oh or measured by the
unitized substances in and under or that'éay be produced. gathered, and sold from
the land subject to this contract after the effective date of this agreement, or
upon the proceeds derived therefrom. The working-interest owners on each tract
shall and may charge the proper proportion of said taxes to the royalty owners
having interests in said tract, and may currently iretain and deduct sufficient of
the unitized substances or derivative products, or net proceeds thereof from the
allocated share of each royalty owner to secure reimbursement for the taxes so paid.
No such taxes shall be charged to the United States or the State of New Mexico or
to aﬁy lessor who has a contract with his lesscr who has a contract wit@ his lessee

which requires the lessee to pay such taxes.

'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,
expressed, or impliéd, ner any operations conducted hereunder, shall create or be

deemed to have created a partnership or association between the parties hereto or

any of them.




3%« SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in

this sgreement ehall modify or change either the special Federal Lease stip-
ulations relating to surface management or such special Federal Lease stip-
ulations relating to surface and environmental protection, at£ached to and
aake a part of Oil and Gas Leases covering lands within the Unit Area.

IN WITNESS WHEREOF, the parties hereto haye caused this agreement to

be executed and have set opposite their regpective names the date of execution.

-

0 0, Sonlpal ;\.GA‘P

BY: <EJ j:k\
"% (<3

Address:

UNIT OPERATOR

STATE OF Z" c 2{25, o )
‘ )SS.
COUNTY or*;ﬂma,,[ﬂu )

The foregoing instrument was acknowledged before me this 2,2 d day

who

corporation, for and on behalf of said Corporation.

My Commission Expires:

Vi N P
J;élguzljg, [1%%
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EXHIBIT "A"

MESA LEON UNIT AREA
GUADALUPE COUNTY, NEW MEXICO

==<===- Jnit Qutline
(O Track Number

Federal Lands
11,038.80 Acres, 70.39%

i /A State of New Mexico Lands
] 3,842 .80 Acres, 24.51%

N Ffee Lands
& 800.00 Acres, 5.10%
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EXHIBIT "B"
SCHEDULE, SHOWING ALL LAND AND LEASES
[ .
WITHIN THE MESA LEON UNIT AREA
GUADALUPE COUNTY, NEW MEXICO
TEAlT ~ze2CIPTION OF  -WUMEER OF SERIAL NO. & BASIC LESSEE OF RECORD OVERRIDING RCYALTY WOIXING INTEREST
1o TAND ACRES EXP. DATE ROYALZY AND PERCENTAGE AND FERCENTAGE anD FSRCENTACE
r']
FEDERAL LANDE .

All Lands are in T-6-N. E-17-Z, NMPM
les. °: &% L80.00 NM-12140 U.S.A. Phil H. Weldon ALl
fec. C: E£Wa ¢-20-80 12.5
Cec. S: W% 960.00 NM-12141 U.S.A. Phil H. Weldon All
fec. 7: ER 9-3%0-80 12.5 A
Ces, C02: W4
Sec. 28: N«K, NYsSWh 480.0C NM-12142 U.S.A. Fhil H. Weldon All .
Sec. 29: NEK, NYSEX 9-30-80 12.5
Sec. 1: SBR 800.00 NM-12175 U.S.A. Eugene Perez, Jr. A1l
Sec. 12: E% 9-30-80 - 12.5
Sec. 13: E¥ :




Ses. 1: Lots 3,4,SWK 1280.60 NM-12176 . U.S.A. Eugene Perez, Jr. £11
SYwk . 9-20-80 . 12.5

Sec. 5: 0% _ ) ,

Sec. 1%: W%

Sec. Z4: Wi

NTA, DAWA, 280.00 NK-13590 © U.S.A. : Jack D. Dillon All

Sec. 2¢: NTA,
NERSwh L_30-81 12.5

Zec. " RER 440,00  HM-16033 U.5.A. ‘ Fhi) H, Weldon A1l

Jes. 0: STA €-20-32 12.5

Jez. " Sh

<ec. "L ALl .

Iez, "I Sus

Sec. °F: E: - 1520.00 RM-16034 U.S.A. Phil H. Weldon A11

Cec. 2z: ¢ £-30-8>2 "2.5

lez. 23 AR .

Sec. Zf: Wik _

S=ac. X: BMSZA .

Sec. "7: W% 640.00 : NM-18068 U.S.A. . Phil H. Weldon All

Sec. 27: Nit . L-10-8% 12.5

Sec. 27: Sk 320.00 'NM-18450 U.S.A.  Phil H. Weldon A1l

Sec. 19: Lots 1,2,EANWK, 318.20 NM-22472 U.S.A. Sotexco, Inc. : All
. 1-31-86 12.5
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320.00

80.00

" WS Qco

320.00

1282.80

1280.00

NM-22473
1-31-86

NM-22474
1-31-8¢€

NM-30575
8-31-87

Open

. U.S.A. Sotexco, Inc.

U.S.A. Sotexco, Inc.
2.5
U.S.A. Margaret J. Perez
2.5 Bob H. Byrd
E. L. Chilton, Jr.
Phil H. Weldon
C.EL.A. Zilie Spear
2.5 .

Total 11,038.80 Acres Federal Lands

L-6457
8-1-81

L-6458

State of New Mexico Lands

State Southwest Ventures,
12.5 Inc.
State Southwest Ventures,

.Inc.

All

All

R
o T

All
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MQn. 20
Sec. 21:

Sec. 2%:

Py
N2, Swd 260.00 L-6459 State Southwest Ventures,
Nait 8-1-81 2.5 Inc.
g .
i 220.00 L-6460 State Southwest Ventures,
8-1-81 12.5 Inc.
Total 3,842.80 Acres State of Hew Mexico Lands
Patented (Fee) Lands
De 320.00
Ry 320.00 °
DN . 160.00

Total 800.00 Acres Fee Lands

Recapitulation

. 11,038.80 Acres Federal Lands
3,842.80 Acres State Lands

All

Al

70.39%
24.51%

800.00 Acres Fee Lands 5.10%
am.mwa.mm 100,
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CONSENT AND RATIFICATSON
MESA LEON UNIT AGREEMENT

GUADALUPE COUNTY, NEW MEXICO

The undersigned, (whether one or more) hereby acknowledges receipt of

a copy of the Unit Agreement for the Development and Operation of the Mesa

Leon Unit Area embracing lands situated in Guadalupe County, New Mexico,
wvhich said Agreement is dated the lst day4of September, 1980, and acknowledged
that they have read the same and are familiar.with the terms and conditions
thereof. The undersigned, also being the owners of the leasehold, royalty,
or other interests ip the lands or minerals embraced in said Unit Area, as
indicated on the schedule attached to said Unit Agreement as Exhibit '"8", do
hereby consent thereto and ratify all of the terms and provisions thereof, ex-
actly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acﬁzf?ledgments.
Y4 2

4
Ll 1,188, %

STATE OF /{/rb Aeyine )

d )SS.
comnry of_Loudl tlo )
The foregoing instrument was acknowledged before me this ' day of
s, 198 » by .
My Commission Expires:
Notary Public
CORPORATE
STATE OF )
)ss.
COUNTY OF )

The foregoing instrumeant was acknow%gdged before me this : N gé; day of
Sictimbon , 198 Qs Fill

, President of ‘oo :0&/
corporation, on behalf of said corporatlon.
My Commission Expires:
//‘1_" : " " / ; ;,:,. . I."/'!" - / —L//‘ / .
! ’ Notary Public .
o/




CONSENT AND RATIFICATION
MESA LEON UNIT AGREEMFNT

GUADALUPE COUNTY, NEW MEX1CO

The undersigned, (whether one or morec) hereby acknowledges receipt of
a copy of the Unit Agreement for the Development and Operation of the Mesa
Leon Unit Ares embracing lands situsted in Cuadalupe County, New Mexico,
vhich said Agreement is dated the 1lst day of September, 1980, and acknowledged
that they have read the same and are familiar with the terms .and conditions
thereof. The undersigned, also being the owners of the ieasehold, royalty,
or other interests in the lands or minerals embraced in said Unit Area, as
in@icltéd on the scheduie attached to said Unit Agreement as Exhibit "B", do
hereby consent thereto and ratify all of the terms and provisions thereof, ex-~
actly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the d‘t°.331—£95£P in their respective acknowledgments.

- -

Yy

INDIVIDUAL

~

STATE OF Lt Pl
, .o )ss.
counry oF___ Lxgualils

gni instrument was acknowiedged before me this i day of
L n £ » 198D ,» by 42"2!16’ 2;1 M(}M .

My Commission Expires:

Apgil 32 1282 e 4 Q/Léz,ma

Notary Public

CORPORATE
STATE OF )

)ss.
COUNTY OF )

The foregoing xnstrument was acknowledged before me this day of
, 198 , by s
, President of . a R
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

Rl s
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INDIVIDUAL ACKNOWLEDGMENT
STATE OF /( /Vm /00 ) : i
County of ﬁCIA/ﬂ,dcﬂ(ﬂ )

The foregoing instrument was acknowledged before me this

ZS YL day of \Qinﬁ?n ,g:j,é’i 19& by An A K od

INDIVIDUAL ACKNOWLEDGMENT

STATE OF | )

County of )

The foregoing instrument was acknowledged before me this

day of , » 19__ by

Notary Public

My Commission expires » 18 .

g ——

INDIVIDUAL ACKNOWLEDGMENT
STATE OF )

Courity of )

The foregoing instrument was acknowledged before me this

day of » 19 by

Notary Public

My Commission expires , 19 .




CONSENT AND RATIFICATION
MESA LEON UNLT AGREEMENT

GUADALUPE COUNTY, NEW MEX1CO

The undersigned, (whether one or more) hereby acknowledges receipt of
a copy of the Unit Agreement for the Development and Opetation of the Mesa
Leon Unit Area embracing lands situated in Guadalupe County, New Mexico,
which said Agreement is dated the lst day of September, 1980, and acknowledged
that they have read the same and are- familiar with the terms and conditions
thereof. The undersigned, also being the owners of the leasehold, royalty,
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 consent thereto and ratify all of the terms and provisions thereof, ex-
actly the same as if the undersigned had executed the original ;f said Unit
Agreement or a counterpart thereof.

I¥ WITNESS WHEREOF, this instrument is executed by the undersigned as

of th e set forth in their respective acknowleffzzzfgé,,ﬂ_——-—__\‘
- h2.32,1,9, 0, N—’%

INDLVIDUAL
STATE OF )
¥ss
COUNTY OF )
The foregeing instrument was acknowledged before me this day of

My Commission Expires:

Notary Public

CORPORATE
STATE OF )
)ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this__ day of
, 198 » by s
, President of ) a

corporation, on behalf of said corporation.

My Commission Expires:

Notary Public




INDIVIDUAL ACKNOWLEDGMENT

state of  ANiso Mhvi0o )
County of /7.8 M )

The foregoing instrument was acknowledged before me this

;QS 2@ day of 32'{](2{1"@5{£ , 19& by ZZL?Z“! é}[ﬂj '

Notary Publicl/

My Commission expires ‘-—Q/ﬂ,@[/ 2 , 19 ﬁ% .

Mugio 0. QLLZI[M?

INDIVIDUAL ACKNOWLEDGMENT
sTaTE oF [/540 [Mhyfdo )
I . Y .
County of .Z%‘Eﬂﬁé;éﬁ 0 )

The foregoing instrument was acknowledged before me this
S !

25 ¥# day of ﬁ%&ﬂﬂé&ﬁ- 19_‘;0& by /1 [’Q}d/w/" 4 ﬂl[)?ﬂ

>

Notary Public /'

vy commission expires /i‘{ﬁ{{ [:6' P , 19_&__.

INDIVIDUAL ACKNOWLEDGMENT
STATE oF A/y 14> M yidn

County of lg{gdzﬁéwﬂb )

The foregoing instrument was acknowledged before me this

_&yﬁ. day of Mﬂl&_{’ 19_@9 by A/:uf} JL ‘ﬁ%j}/f[

%JJA’ Vi 7 4 4!—1//'47.//2»&

: Notary Publiyg
My Commission expires 0 ﬂ[['ﬂ DA, 19 8;1 .
: /

QA}ﬁ il ./frl ggc‘/’ff’/tqéh

ooty o



INDIVIDUAL ACKNOWLEDGMENT

sTATE OF Afows Mtyoo )
County of ﬁ[ﬂﬂ./dﬂ(ﬂ(’& )

The foregoing instrument was acknowledged before me this

S €h day of ._yémmgg L1990 vy _Ihd W [Jddu

My Commission expires ﬂﬁﬁ// A2 , 19 @ .
7

INDIVIDUAL ACKXNOWLEDGMENT

sTaTE oF A/t «) ”70[#70)
County of YpPL Gl

- The foregoing instrument was acknowledged before me this

: f O~ ! .
AC Yh day of ;i ptmlif, 19 b2 by Lopi i A e Lt

Notary Publig:

Apeewrt Al diin ﬂﬂm

My Commission expires dﬂﬁlﬁ Py , 19 ﬁéq .
7

INDIVIDUAL ACKNOWLEDGMENT
STATE OF X/ﬂm[}b&{[;’(’o )
County of _6{/&(/&,6 104 Q)

The foregoing instrument was acknowledged before me this

_RS &4 day of &#Z/M 199 vyf3d Ohilien W/

Norary Public

My Commission expires ﬁ[‘jlﬂ 2R, 19 22 .

i&(/&ﬁ (. @L\//M/?\
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CERTIF .CATION--DETERH LATION

Pursuant to the authority vested in the Secretary of Interior, under
the act approved February &5, 1920, #1 Stat. 57, as amended, 30 U. S, €.
secs. 161, et seq., and delegated to ' 0Oil and Cas Supervisors of the .

Geological Survey (33F.R. 581?), I do Lerety:

A. Appfove the attached agreement tor the development and operation

of the Mesa Leon Unit Area, State of

New Mexico , CounLy of Guadalupe.

B. Certify and determine that the unit plan of development and op-
eration contemplated in the attached agreement is necessary and advisable

in the public interest for the purpose of more properly conserving the

natural resources.

v

C. Certify and determine that the drilling, producing, rental,
minimum royalty, and royalty requirements of all Federal leasec committed
to said agreement are hereby established, ultered, changed, or revoked to

conform with the terms anc conditions of thic agreement.

Dated

0il

Lontract Number

erd Gas Surervisor, Ynited States Geological Survey



UNIT AGIERMENT
FOR THI! DEVELOPMENT AliD ¢ CERATLION

OF THE

MESA LEON UNIT AREA .
S GUADALUPE COUNTY : ‘
STATE OF Nkw MEXICO

NO.

THIS AGREEMENT, entered into as of the 18t day of September
1980
Rma—

by and between the parties subscribing, ratifying, or consenting heretlo,

and herein referred to as the "parties hereto,"

—— ey wma . . — - a— — -

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

0il and gas interests in the un’t area subject to this agreement; and

_WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, es
amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal lessees and their re-
presentatives to unite with each other, or jointly or separately with others, in
collectively adopting and operating a cooperative or unit plan of development or
operation of any oil or gas poo., fiel&, or like area, or any part thereof for
the purpose of more properly conserving the natural resources thereof whenever
determined and certified by the Secretary of the Interior to be necessary or nd-
visable in the public‘interest; and

*WHERFAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legis}ature (Secs. 19-10-45, L6, 47 N.K. Statutes
1978 Annotated) to consent to or approve this agreement on behalf of the State
of New Mexico, insofar as it covers and includes lands and mineral interest of

-the State of New Mexico; and,

WHEREAS the 0il Counservation Division of the State of New Mexico Energy and

Minerals Department is authcrized by an Act of the Legislature (Chapters 70 aad 71,

- New Mexico Statutes 1978, Annotated)io approve this agreement and the conservation

provisions hereof; and,

; WHEREAS, the parties heretc hold sufficient interests in the

Mesa Leon Unit Area covering the lanl hereinafter

described to give reasonably effective control of operations therein;

WHEREAS, it is the purpose of the prartics hereto to conserve natural re-
sources, prevent waste, and secure other benetits oblainable through developmant

f and operation ?f the area subje:zt.to this agrcement under the terms, conditioas,

. : -i-
=T

RN

. ,'
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#nd limitations herein sct forth;
NOW, THEREFORE, in consideration of thr jrenmicen and the promines herein
contained, the parties hereto commit to this sy reonment their regpective intereats

in the below-defined unit area, and agree scvernliy among themselves as follous:

1. EMABLING ACT AND REGULATIONS. The Mincral Lensing Act of February, 05, 1320,
aa amended, supra, and ali valid pertinent regulatlions, including operating and
unit plan regulations, heretofore issued thereunder or valid, pertinent, and
reasonable regulations hereafter issued thercunder afe accebted and made a part of
this agreement as to Federal lands, provided such regulations are not inconsiistent
with the terms of this agreement; and as to non-Federal lands, the oil and gas
operating regulations in effect as of the effective date hereof goverﬁing drilling
and producing operations, not inconsistent with the terms hereof or the laws »f the
State in which the non-Federal land is located, are hereby accepted and made a part
of this agreement. .

2. UNIT'AREA. The following described land is hereby designated and rezog-

nized as constituting the unit area:

Township Six North, Range Seventeen East, N. M. P. M.

Sec. 1; Wk, SERk ‘ Secs. 19,20,21,22,23; All
Secs. 2,3; All Sec. 24; W i
Sec. b; S¥ : Sec. 26; N2, Swk
Sec. 8; E¥, SWk Secs. 27,28,29; All
Secs. 9,10,11,12,13, Sec. 30; E¥:

14,15,16,17; All Sec. 32; N}z
Sec. 18; E¥ Sec. 33%; N

Sec. 34; Nwk

Guadalupe County, New Mexico
Containing 15,650.00 acres,
more or less,

LAt o)

Exhibit "A" attached hereto is a map showing the unit area and the 5oundaries and
indentity of tracts and leases in said area to the extent known tp the Unit Operator.
-Exhibit "B" attached hereto is a schedule showing to the extent known to the Unit
Operator the acreage, percentage, and kind of ownership of oil and gas interests

in all land in the unit area. However, nothing herein or in said schedvle or dap
shall be construed as a representatior by any party hereto as to the ownership of
any interest other than such interest or intecrests as are sﬁown in said map or
-3chedu1e as owned by such party. Exhibits "A" and "B" shall be ravised by the Unit
Operator Hheneve; changes in the unit area render such revision ﬂecessary when re-
quested by the 0il and Gas Supervisor, her~innfter referred to as "Supervisor," or

vhen requested by the Commissioner of Public 'ands of the State of New Mexicc,

-
—_— -




hereinafier referred to as "Land Commiesioner." und not legs than five (5) copies
of the revised Exhibits shall te filed with the Dupervisor and one (1) copy fhere-
of shall be filed with the Land Commiscioner, and one (1) copy with the Oil (on-
nergy ani Minerals Uepartment, hereinater
referred to as "Division."

The above-described unit urea shall, vhen practicable, be expanded to include
therein any additional lands or shall be contrac£ed to exclude lands whenever such
expansion or contraction is d;emed to be necessary or advisable to conform with the
purposes of this agreement. Such expansion or contraction shall be effected in the
following manner:

(a) Unit Operator, on its own motion or on demand of the Director of the
Geological Survey, hereinafter referred to as "Director,”" or on demand of the lard
Commiassioner, after preliminary concurrence bty the Director, shall prepare a notice
of proposed expansion or contraction describing the contemplated changes in the
boundaries of the unit area, the reasons therefor, and the proposed effective date
therecf, preferably, the first day of a month subsequent to the date of notice.

(v) Said notice shall be delivered to the Supervisor, the Land Commissionsr

. .
and the State Division, and copies thereof mailed to the last known address of
each working-interest owner, lessee, and lessor whose interests sre affected, ad-
vising that thirty (30) days wili be allowed for submission to the Unit Operator of
any objections.

(¢) Upon expiration of the 30-day period provided in the preceding iten
(b) hereof, Unit Operator shall file with the Supervisor, the Land Commissionef.
and State Division, evidence of m;iling of the notice of expanéion or con-
traction and a éopy of any objections theretio whiéh have been fi]ed'with»Uni;
Operator, together with an application in sufficient number, for approval of
such expansion or contraction and with appropriate joinders.

{q) \After due consideration of all pertinent information, *‘he expansion or
-contraction shall; upon approval by the Superviéor. the Land Commissioner, a1d State
Division, become effective as of the date prescribed in the notice thereof.

{2) All legal subdivisions of land ( i.e., 40 acres by Covernment surv:y or
ite nearest lot or tract equivaient} in instances-of irregular surveys unusuilly

+large lots or tracts shall be considered in multiples of 4O ac¢res or the neacest

aliquot equivalent thereof), no parts of which
area on or belore the fifth anniversary of the
participating area established under this unit

matically from this agreement, effective as of

are entitled to ke in a partizipating
¢ffective date of the first iaitial
agreement. shall be eliminatel auto-

said fifth anniverscary, and sach lands



shall no longer be & part of the unit apea s d ol no longer e ubiject to
this agrecement, unless diligent drilling ope ot ions are an progrens on unitised
lands not cntitled to participetion ci ool Uilth teniversory, an which event all

such lands shall remain cubject hersto tfer o0 o5 anorach diriltiing operntions

are continued diligently, with not more tloa, « ity i elapiing hetween the

complction of one such wrll and the comm;nr-wvur_ﬂf the next guch well.  Al) legal
subdivisions of lands not entitled to be in o ;urtifipating arcn within 10 ycars
-after the effective datc of the first initial purticipafing ar«a apgproved under
this agreement shall be automntica}]y elirinat«:l from thic agreement as of suid
tenth anniversary. All lands proved productive by diligint drilling nnorations
after the aforesaid five-ycar period shall be.:com:: participating in the same
manner as during said five-year period. l!owcver, when such diligent drilling
opeiations cease, 2ll non-participating larnds shall be automatically eliminaled
effective as of the 91st day thereafter. The unit operator shall within 90 «lays
.

after the effective date of any elimination hercunder, describe the area so c¢li-
minated to the satisfaction of the Supervisor and the Land Commissioner and .
promptly notify all parties in inter;st.

If conditions warrant 2xtension -of th: ton-year period specificd in this
subsection 2 (e), a single extensicn cf not Lo rxceed tgo years nay be acconplished

by consent of the owners of 90% of the workiug inierests in the current non-parti-

cipating unitized lands and tae owners of €035 of tne basic royalty intecrests

(exclusive of the basic royalty interests of the Uanited States) in non-participating

unitized lands with approval »1f the Director s Land Commissiouer, providel such ' . !

extension application is submitted to the Dir«ctor and the Land Commissioner not j
later then 60 days prior to the cxpiration or said ten-year period.
Any expansion of the unit arcn pursaunt Lo this section which wmbrac:s

lands theretofore eliminated »ursuant tc.thi: cabisection 2 {e) shall not be con-

sidered automatic commitment or recommitment of such lands.

3. UNITIZED IAND ARD 'NMITIZEDR SUBSTANCES. All land committed to this

agreement shall constitute lanc referrcd te herein as "unitized land"” or "land

subject to this agrecment.'" Aill oil and gue in sy and all formaticns of tae

uaitized land are unitized uader the terms ot this agreement and herein are called

“gnitized substances."™

4. UNIT OPERATOR. Coronado Exploration Corp.

is hereby designated oo it Oporalsr and bo i -ntore hercto ac Pnit Cperutor




sgrees and consents to accepl the duties ‘unt obligantions of Unit Operator or the
discovery, development, and production of unitized substances a5 herein provided.
Whenever reference is made herein to the Unit Operator, such referance means the

Unit Operator acting in the capacity and not as an owner of interest in un:.tized

substances, and the term "working-interest owner" when used shall include or ] K

rafer to Unit Operator as tiic owner of a. working interest when such an interest

is owned by it.

5. RESIGNATION OR REMOVAL OF UMNIT OPFRATOR. Unit Operator shall have the

right to resign at any time prior to the establishment of a participating area or
areas hereunder, but such resigna;ion shall not become effective so as to release
Unit Operator from fhe duties and obligations of Unit Operator and terminase Unit
Operator's rights as such for a period of six (6) months after nctice of intention
to resign has been served by Unit Operator on all working-interest owners and the
Supervisor and the Land Commissioner, and until all wells then drilled hereuﬂder
are placed'in a satisfactory conditions for suspension or abandonment whichever is
required by the Supervisor as to Federal lands and the State Division as to State
and privately owned lands, :nless a new Unit Operator shall have been selected and
approved and shall have taken over and assumed the duties Qnd obligations of Unit
Operator prior to the expiration of said period.
Unit Operator shall have the right to resign in like manner and subje:t to

like limitations as above provided at any time a participating zrea established

hereunder is in existence, but, in all instances of resignation or removal, until
a successor unit operator is selected and approved as hereinafter provided, the

#orking-interest owners shall be jointly responsible for performance of thz duties

of unit operator, and shall not later than %0 days before such resignation or re-

moval becomes effective appoint a common agent to represent them in any action to

be taken hereunder.

The resignation of Unit Operator shall rot release Unit Operator from any
1ia$ili£y for any default by it hereunder occurring prior to the effe;tive date
of its resignation.

The Unit Opérator may, upon default or failure in the performance of i£s
duties or obligations hereunder, be subject to removal by the same percentage vote

of the owners of working interests as herein prcvided for the selection of a new

Unit Operatdr, Such removal shall be effective upon notice thereof to the Supervisor

and the Land Commissioner.




The resigration or roemoval of Unit Op-iitor and-r thic agreenent shal.
not terminate its right, title. or interc.t s the owner of a working intoroent or
other interest in unitizcd substances, but upa, Lthe recignation or removal o) Unit
Operator beceming effective, nuch Unit Oporator Ghall deliver pourcssion of nll
wells, equiﬁwent, materials, and appurtenon - . nted in conducting the unit opera-
tions to the new duly qualifi«d cuccessor lnit Op-.rator or to tho common agent,
if no such new Unit Opcrator is clected, to be uned for the purpose of conducting
unit oper&tiohs hercunder. Nothing herein shnll be corstrued as suthorizing r;-
moval of any material, cquipment, and n?purtunnnvus nended for the precervation of
any wvells.

6. SUCCESSOR INIT OPFERLTOR. Whenevor the Unit Operator shall tender his

or its resignation as Unit Operator or shall be rcmoved as hereinabove provided,
or a change of Unit Operator is negotiated by working-interest owners, the ounere
of the working interests in the participating arca or areas according to the:r re-
spective acreage interests in such participating arca or areas, or until a parti-
cipating area shall have been e¢stablished, the owners of the working interests
according to their respective acreage interccotc in all unitized land, shall uy
majority vote select a successor Unit Opérator: Provided, That, if a2 majority
but less than 75 per cent of tle working intecrests qualifisd to vote are owned by
one party to this agreement, a concurring vot. of one or more additional working
interest owners shall be required to seleci a new operator. Such selection shall
not become effective until

(a) a Unit Oferator sc selected shall accept in writing the duties and
responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Supcrvisqr and approved
by the Land Commissioner.

If no successor Unit Cperator is selected and qualified as herein provided,
4he Director and the lLand Commissioner, at their election, may declare this unit
agreement terminated.

7. ACCOUNTING PROVISIONS AND URNIT OPURATING AGREEMENT. If the Unit-Operator

is not the sole owner of workirg interests; costs, znd expenses incurred by Unit
Operator in conducting unit opc?ations hereundu; shail be paid and apportioned
among and borne py the owners cf working intoruut;, all in accordance with the
agreement or agreements eonterec into by and beetween Lhe Unit Operator and th
owners of working intercsis, whéethier one or mor., roparately or collectiviely. Any

agreement or agreemenis enterec into between th- working~interest owners aad the
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Unit Operator as provided in this section, shelher one or more, arc herein referred
to as the "unit operating agrcement." I .:h anit operating agreement rholl alse
provide the manner in which the working-interest owners shall be cntitled fo re-
ceive their respective propsrtionate and sllocated share of the benefits accruing
heretn in conformity with their underlying operating agreements, leases, or other
independent coniracts, and such other rights ond 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 se deemed
either to modify any of the terms and conditions of this unit agreement or to re-
lieve the Unit Operator of any right or otligation established under this unit
agreement, and ir case of any inconsistency or conflict between this unit agreement
and the unit operating agreement, this unit agreement shall govern. Three true
copies of any unit operating agreement executed pursuant to this section should

be filed with the Supervisor and one true copy with the Land Ccmmissioner, prior to
approval of this unit agreement.

8. 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 which are necéssary or convenient for prospec:.ing for,
producing, storing, allocating, and‘diétributing the unitized substances are here-
by delegated to and shall be exercised bj the Unit Operator as herein provided.
Acceptable evidence of title to said rights shall be depcsited with said Unit Opera-
tor 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 or to any 1easé or operating agreenent,

it being understood that under £his agreement the Unii Operator, im its capacity
as Unit Operator, shall exercise tbe rights of possession and use vested in the
parties hereto only for the purposes herein specified.

9. _DRILLING TO DISCOVERY. Within six (6) months after the effective date

hereof, the Unit Operator shall begin to-drill an adequate test well ai_a ~ocation
approved by the Supervisor, i.f on Federal land, or by the Land Commissione:, if on
State land, or»by the Division if on fee land unless on such effective date a
well is being drilled confornably with the terms hereof, and thereafter continue

such drilling diligently un=:1 the BASEMENT GRANITE HAS BEEN PENETRATED AND ALL

BEDS OF YOUNGER AGE HAVE BELN TESTED , or unt.l at a

lesser depth unitized substances shall be discovered which can be pfoduced in paying




quantities (to-wit: quantities sufficient o repuy the costs of drillin;:, bomplon-
ing snd producing operations, with a reasonabie profit) or the Unit 6peralor chall,
at any time, establish to the satisfaction or the¢ lGupervisor if on VFederal land, or
the Land Commissioner if on State land, or the Division if on Fee land that further
drilling of said well would be unwarranted or impracticable; provided, however, that

Unit Operator shall not, in any event, be required to drill said well to & depth

in excess 7f//'“v500: } feet. Until the discovery of a deposit of unitized
aubatancesECapablevof Qeing produced in paying quantities, the Unit Operator shall
continue‘drilling diligently one well at a time, allowing not more than six (6)
months bétween the completicn of.one well and the beginning of the next well, until
a well capable of producing unitized substances in paying quantities is completed
to the satisfaction of said Supervisor if it be on Federal land or of the Land
Commiesioner if on State lard, or the Division if on fee land, or until it is rea-
agnably proved that the uritized land is incapable of producing unitizec substance
in paying Quantities in the formations drilled hereunder. Nothing in this section
shall be deemed to limit the right of the Unit Operator ton resign as provided in
Section 5 hereof, or as requiring Unit Operator to commence or continue ary
drilling during the period rending such resignation becomiﬁg effective in order to
comply with the requirements of this section. The Director ani Land Commissioner
may modify the drilling requirements of this section by grantiag reasonable exten-
sions of time uhen,‘in their opinion, such action is warranted.
Upon failure to commence any well provided for in this section withir the

time allowed, including any extension of time granted by the Supervisor ard the
" Land Commissioner, this agreement will automatically terminate; upon failure to
continne drilling diligently any well commenced hereunder, the Supervisor and the
Land Commissioner may, after 15-days notice to the Unit Operator, declare this

. P

unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months after

' compleation of a well capable of producing unitized substances in paying quantities,
the Unit Operator shall submit for the approval of the Supervisor, the Land

Commissioner, and State Division an acceptable plai of development and operation

and State Division, shall constitute the further drilling and operating obtligations
of the Unit bperator under this agreement for ‘he period specified therein. Thereaft

from time to time before the expiration of any existing plan, the Unit Operator shal”

0=
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submit for the approval of the Supervis;r. {he tand Commiscioner, gnd Otate Division

a plan for an additional specified period lor Lke development and operation of the

unitized land.

3 Any plan Submitted'pursuant to thic section shall provide for the explora:ion
of the unitize§ area and for the diligent drilling necessary for determination of
the area or areas thereof capable of producing unitized substances in paying
quantities in each and every productive formation and shall be as complete and

: -~ adequate as the Supervisor, the Land Commissioner, and State Division may determine

to be necessary fbr timely develupment and proper conservation of the oil and ;jas

. ~ resources of the unitized area and shéll:

(a) specify the number and locations of any wells to be drilled and the
proposed order aﬁd time for such drilling; and

(b} to the extent practicable specify the operating practices regarded as
necessary and advisable for proper conservation of natural resources. Separate

plans may be submitted for separate productive zones, subject to the approval of

. . the Supervisor, the Land Ccmmissioner, and State Division.

ot ;i > Plans shall be modifieé or suppleménted when necessary to meet changed conditions

or to protect the interests of all parties to this agreement. Reasonable dilijence

3 . shall Le exercised in complying with the obligations of the approved plan of duvelép»

ment. The Supervisor and the Land Commissioner are authorized to grant a reasonable

. extension of the six-month period herein prescribed for submission of an initial
¥- > plan of development where such action is justified because of unusual conditions

or circumstances. After completion hereunder of a well capable of preducing any

unitized substance in paying quarntities, no further wells, except such as may be’

A

necessary to afford protectibn agaiﬁst operations nol under this agreement and such

' * ,asrmay_be specificélly approved by the Supervisor, the Land Commissioner, and {itate
Division, shall be drilled except in accordance with a plan of development approved
a5 herein provided.

1' %11. PARTICIPATICN AFTER DISCOVERY. Upon completion of a well capable of pro-

ducing unitized substances in paying quantities or as soon thereafter as required by

i the Supervisor, the Land Commissioner, or the State Division, the Unit Opcrator

shall submit fcr approval by the Supervisor, the lLand Commissioner, and State

Ak s s 2 on oa e B

Division a schedule, based on sucdivisions of the public-land survey or aliquot
parts thereof, of all land then regarded as reasonably proved to be productive in

paying quantities; all lands in said schedule on approrisl of the Supervisor, the

Land Commissioner, and State Division to constitute a participating area, ef’arctive




as of the date of complction of cuch well or the cffective date of this unit ngreement,
whichever is later. The acreages of both Federal and non-Federal lande shall be

based upon appropriate computations from the courses and distances shown on the last

?} approved public-land survey as of the effective date of cach initial participating
; . R |
n area. Said schedule shall also set forth the percentage of unitized substances to be v

allocated as herein provided to each tract in the pérticipating area so established,
and shall govern the allocation of production commencing witﬁ the cffective date

‘of the participating area. A separate participating area.shall be established for
each separate pool or deposit of unitized substances or for any group thereof which
is produced as a single pool or zone, and any two or more participating areas so
‘established may be combtined into one, on approval of the Supervisor, the Land Commis-
sioner, and the State Division. V¥hen production from two or more participating
gre_gs; so established, is subsequently found to be from a common ponol or deposit

said participating areas shall be combined into one, effective as of such appropriate

date as may be approved or prescribed by the Supervisor, the Land Commissioner, and
State Division. The participating area or areas so established shall be revised
from time to time, subject to lixke app;oval. to include additional lanc then regardea
as reasonably proved to be productive in paying quantities or necessary for unit
opérations, or to exclude land then regarded as reasonably proved not to be productive

in paying quantities and the schedule of allocation percentages shall be revised

accordingly. The effective date of any revision shall be the first of the month in
which is obtained the knowledge or information on vhich such revision is predicated,

provided, however, that a more appropriateAeffective date may be used if justified by

the Unit Operstor and approved by -the Sunervisor, the Land Commissioner. and State
Division. No land shall be exclﬁded from a participating area on account of de-
Pletion of the unitized substances, except that any participating area established
under the provisions of this unit agreement shall terminate automatically whenever all

completions in the formation on «#hich the participating area is based are abandoned.

It is the inlent of this seztion that a participating area shall repfesent the
area known or reasonably éstimated to be productive in paying guantities; but regard-
less of any revision of the participating area, nothing herein contained shall be

- " construed as rehuiring any retroactive adjustment for production ohtained prior to
the effective date of the revision of the participating area.

In the absente of agreement at dny time btetween the Unit Operator . and the

Supervisor, the Land Commissioner, and State ivision as to thc proper definition

or redefinition of a participatiag area, or until a participating arca has, or areas



have, been established as provided herein, the portion of all payments affect :d
thereby shall be impounded in a manner mutually acceptable to the owners of working
interests und the Supervisor ani the lLand Commicsioner. Royalties due the United
States chall be determined by tnae Supervicer for ngeral lands and the iLand Chmmis-
siongr for the State lands and the amount thereof shall be deposited, and dir:cted by
the Supervisor and the Land Commissioner, to be held as unearned amoney until a
participating area is finally approved and then applied as earned or returned in
accordance with a determination of4the sum due as Federal and State royelty of the
basis of such approved participating area.

Whenever is is determined, subject.to_the approval of the Supervisor, th2 Land
Commissioner, and State Division that a well drilled under this agreement is ot
éapable of production in paying gquantities and inclusion of the land on which it is
situated in a participating area is unwarranted, production from such well shall,
for the purposes of settlement among all parties other than working-interest owners,
‘be allocated tc the land on whi:h the well is iocated unless such land is alr:ady
within the participating area extablished for the pool or deposit from which such
production is obtained. Settlement for working interest benefits from such a well
shall be made as provided in th2 unit operating agreement.

12. ALLOCATIOH OF PRODUCTION. All unitized substances produced from each

participating area extablished under this agreement, except any part thereof used in
conformity with good operating practices within the unitized area for drilling, opera-
ting, camp, and other production or development purposes, for repressuring or
Tecycling in accordance with a 3lan of development approved by the Supervisor, Land
LCommissioner, and State Division, or unavﬁidable lost, shall be deemed to be »ro-
doced equally on an acreage tasis from the several tracts of unitized land of the
Aparticipating area established for such produrtion and, for the purpose of determining e
gny;benefits accruing under thnis agreement, each such tract of unitized land shall have
allocated to it such percentage of said production as the number cf acres of such

tract included in said participating area bears to the total acres of unitized

land in said participating area, except that allocation of production hereunder

for purposes other than for set<lement of the royalty, overfiding royalty, or

‘payment out of production obligations of the respective working-irnterest owners,

shall be on the Sasis prescribed in the unit operating agreement whether in con-

formity with the basis of allocation herein set forth or otherwise. It is hereby
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agreed that produstion.of unitizedfcubctuncun from-u participating arca chall be
&llocated as provided herein regardlesa of whether any wella are drilled o1 any
particular part of tract of.said participating area. If any gas produced {rom

one participating area is us:d for repressuring or recycling purposes in aiother
participating area, the firs: gas withdrawn from such last-mentioned parti:ipating
area for éale during the life of this agreement shall be considered to be the gas-
80 transferred until an amount equal to that transferred shall be so produced-for
sale and such gas shall be allocated to the farticipating area from which iqitially

produced as such area was-last defined at the time of such finsl production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. Any

party hereto owning 6r controlling the working interest in any unitized land having
thereon a reéular well location may with the approvallof the Supervisor and thg
Land Commicsioner, and the Division as to privately owned land, at such party's
sole risk, costs, and expense, drill a well to test any formation for which a
participating area has not been established or to test any formation for which
a participating area has teeri established if such location is not'within said
participating area, unless within 90 days of receipt of notice from said party of
his intention to drill the well the Unit Operator elects and commences to drill such
a well in like manner as other wells are drilled by the Unit Operator under this
agreement.

If any well drilled as sforesaid by a working-interest owner results in
production such that the land upon which it is situated may properly be included
in a participating area, such participating area shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit operating
agreement.

- If any well drilled as aforesaid by a working-interest owner obtains gro-
-duetion in quantities insufficient to justify the inclusion of the 1anq upon which
such well is situated in a participating area, such well may be operated and pro-
duced by the party drilling the same subject to the conservation reguirements of
this agreement. The royalties in amount or value of production from any such well
snali ve pald as sSpecilied iu tie uuderl;ing lecuse anu agreements alliected.

1%, ROYALTY SETTLEMENT. The United States and any State and any royalty

owner who is entitled to take in kind a share of the substances now unitized here-

under shall hereafter be entitled to the right to take in kind its share of the

unitized substances, and the Jdnit Operator, or the working-interest owner ia case




of the operation of a well by a working-intercst owner as herein provided fo-~ in

special cases, shall make deliveries of such royalty share taken in kind in :on-

-

formity with the applicable contracts, laws, and rcgulations. Settlement for roy-

i A

alty interest not taken in kial chall be made.by uorking—interést owners responsible
n therefor under existing contracts, laws, and r:egulations, or by the Unif Operator,
on or before the last day of each month for unitizcd-substances produced during
“% - the preceding calendar month; provided, however, that nothing herein containoed
shall operate to relieve the liossecs of any land fr&m their respective lease obli-
gations for the payment of any royalties due under their leases.
If gas obtained from lands not subject to this agreement is introduced
into any participating area hereuader, for use in repressuring, st?mulaﬁion of
prbduction, or increasing ult;nate recovery, in conformity with a plan of opera-
tions approved by the Supervisor and the Land Commissioner, a like amount of gas,
after sett%ement as herein provided for any gas transferred from any other parti-
ciﬁating area and with appropriate deduction for loss from ény cause, may be with-
drawn from the formation into wvhich the gas is introduced, royalty free as to dry
gas, but not as to any product:; which may be extracted therefrom; provided that
such vitpdrawal shall be at such time a§ may be¢ provided in the approved plan of
operations or as may othsrwis: be consented to by the Supervisor and the Land
Commissioner as conforming to jjood petroleum engineering practice; and provided

further, that such right of withdrdwal shall terminate on the termination of this

unit agreemert.

Royalty due the United States shall be computed as provided in the operating

regnlations and paid in value or-delivered in kind as to all unitized substances

on the basis of the amounts therecof allocated to unitized Federal land as provided
herein at the rates specified in the respective: Federal leases, or at such lower
rate or rates as may be author-zed by law-or rcgulation; provided, that for lLeases

on which chevroyalty rate depends on the cdaily average production per wéll, said

average production shall be determined in accordance with the operating reguliations
2s though each participating area were a single consolidated lease.
Royalty due on account of State lands shall be computed and paid on the

basis of all unitized substances allocated to such lands.

15. RENTAL SETTLFEMENT. Rental or minimum royalties due on leases comnitted

_ he~eto shall be paid by working-interest owners responsible thercfor under existing

contracts, laws, and regulationg, provided thati nothing herein containad shalll
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operate to relieve the lessees of any land from their recpective lcasc obligutions
for the payment of any rental or minimum royaity due under their leases, Rentai
or minimum rcyalty for lands of thc¢ United States subject to this agreement chall
be paid at the rate specified :n the respective leases from the United States un- 4
. less such rental or minimum ro;alty is waivcd, suspuended, or reduced dy law or by
% approval of the Secretary or hi.s duly.autheriznd fcpresentative.
‘Rentals on State of New Mexico lands subject to thi; agreement shall be
paid a£ the rates specified in the respective lcascs.
. With respect to any leaie on non-Federal land containing provisions which
.vould terminate such lease unlcss dril;ing oprrations are commenced upon the land
covered thereby within the time therein specified or rentals are paid for the pri-

vilege of deferring such drilling operations, the rentals required thereby shall,

notwithstanding any other provision of this agroemeut..be deemed to accrue and be-
come payable dﬁring the term thereof as extended by this agreement and until the
- _ required drilling operations are commenced upon the land covered thereby or until
T | ‘some portion of such land is included within a participating area.

16. CONSERVATION. Operations hereunder and production of unitized substances

shall be conducted to provide for the most economical and efficient reccvery of
said substances without waste, as defined by or pursuant to State or Federsal law

or regulation.

17. DRAINAGE. The Unit Operator shall tuke such measures as the Supervisor

and Land Commissioner deem appropriate and adcquate to prevent drainage of unitized

substances from unitized land by wells on land not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED A!D FXTENDED. The terms, conditioas,

and provisions of all leases, subleases, and otner contracts relating to exploration,
drilling, development, or operation for oil or gas on lands committed to this agree-
ment are hereby expressly modified and amended to the extent necessary to mace the
same ctonform to the provisions herecof, but otherwise to remain in full force and
effect; and the parties hereto hereby consent that the Secretary, as to Federal

leases and the Land Commissioner, as to State leases, shall and each by his aﬁ-

proval hereof. or by the approval hereof by his duly authorized renresentative.
-does hereby establish, alter, change, or revcke the drilling, producing, rental,
minimum royaltyi and royalty raguirements of Fcdceral and State leases committed
hereto and the regulations in respect thereto to conform said requirements t> the

provisions of this agreement, and without limiting the generality of the for:going,
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8ll leases, subleascs, and contracls are particularly. modified in accordance with

the following:

(a) The development an:d operation of lunds subject to this agreement under
the terms therof shall be deeme:d full pertformance of all obligations for develop-
ment and operation with respec: to cach and cv.ry separately owned tract subject
to this agréement. ;ega:dl;ss of whether there is zny development of any par:icu-
lar tract of the unit area.

(b) Drilling and producing operations performed hereunder upon any tract
of unitized lénds will be accepted and deemecd to be performed upon and for thé
benefit 6f each and every trac: of unitized land, and no lease shall be deemad to
expire by reason of failure to drill or producc 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 Secfetary and the Land Commissioner, or
his duly authorized representazive, shall be deemed to constitute such suspeasion
pursuant to guch direction or consent as to each and.every tract of unitized land.
A suspension of drilling or producing operations limited to specified lands shall
be applicable only to such laads.

(d) Each lease, sublease, or contract relating to the exploration, drilling,
development or operatioﬁ for oil or gas of lands other than those of the United
States and State of New Mexico committed to this agreement, which, by its tecms
might expire prior to the termination of fhis'agreement, is hereby extended oceyond
any such terms so provided therein so that it shall be continued in full for:e and
effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20). years or any rznewal
thereof or any part of such lease which is made subject to this agreement shall con-~
tinﬁe in force beyond the term provided therein until the termination hereof. Any
other Federal lease committed hereto shall continue in force beyond the term so
-provided therein or by law as “o the land committed so long as such lease remains
subject hereto, provided that Jroduction is had in payirg quantities under tais unit
.agreement prior to the expiration date of the term of such lease, or in the 2vent
actual ariliing operations are commenced un wiibized iant, Lo acwesceace witli Sho
provisions of this agreement, 3rior to the end.of the primary term of such l:zase
and are bein;; diligently prosesuted at that timc; such lease shall be extenda2d for

two years and so long thereaft:r as oil or gas is produced in paying quantities in
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.uccordance with the provisions of the Mineral l.casing Act Revision of 19€0.
(f) Each sublease or contract relati g to the operation and development of
unitized substances from lands of the United States committed to this agreem:nt,
. which by its terms would expire prior to the time at which the underlying lease,

as extended by the immediately preceding paragraph, will expire; is hereby ectended il

beyond any such term so providud therein so that it shall be continued in full force

and effect for and during the term of the underlying lease as such term is hzrein

extended.
(g; The segregation of any Federal Lease comﬁitted to this agreement is
. governed by the following provision‘ih the fourth paragraph of Sec. 17 (j) of %he
.Hine;éi Leasing Act, as amended by the Act of September 2, 1960 (74 Stat. 781-784):
"Any (Federal) lease heretofore or hereafter committed to any such (unit) Plan em-
bracing lands that are in part within and in part outside of the area covered by
any such plan shall be segrega-ed into separate leases as to the lands committed
;" and the lands not committed as of the effective date of unitization: Provided
however, that any such lease as to the nonunitized portion shall continue in force
and affect for the term thereof but for not iess than two years from the dat2 of
such segregation and so long thereafter as oil or gas is produced in paying juanti-
ties."

(h) In the event the Initial Test Well is commenced prior to the expiration

date of the shortest term State Lease within the Unit Area, any lease embracing
ldnds of the State of New Mexico which is made sutject to this agreement, shall
continue in force beyond the term provided theréin as to the lands committed hereto
until the termination hereof.

(i) 2Any lease emhracin

r 1andg Af tha Stata Af Now Maviasan bhaswin nles
1S emnr ¥y lands ol The STate 02 New D

£ New Mexiczce having only
portion of its lands committed hereto, shall be segregated as to the protion com-
Amitfed and the portion not committed, and the terms of such lease shall apply
separately to such segregated protions coémencing as of the effective date hereof;
provided, however, 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 herete shall continue in full force and effect beyond the

term provided-therein as ta ali lande emhraced in such leace 3if a3l ar oo ic Az
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covered and is capable of being produced in paying quantities from some part of

the lands embraced in such lease at the expiration of the secondary term of such
lease; or if, at the expiration of the secondary term, the leasee or the Unit Opera-
tor is then engaged in bona fide drilling or reworking operations on some part of

the lands embraced in such lease,; the same as to all lands embraced therein, shall




remain in full force and effect sc long ar nuch operations are being diiiguntly
'prolecuted, and if they result in the production of oil or gas; said lease chall
continue in full force and effect as to all of the lands embraced therein, so long

thereafter as 0il or gas in paying gquantitier is being produced from any portion

of maid lands. . ’

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to be

i a ./ . covenants running with the land with respect to the interesé of the parties hereto
- ; | and their successors in interest until this agreement terminates, and any grent,
| transfer, or conveyance, or interest in land or leases subject hereto shall be and
i hereby is conditioned upon the assumption of all privileges and obligations hereunder
by the grantee, transferee, or other successor in interest. No assignment or trans-
fer of any working interest, royalty, or other interest subject hereto shall 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.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon

;,: approval by the Secretary and the Land Commissioner cr his dﬁly authorized repre-

N L sentative, and shall terminate five (5) years from said effective date unless
7 : (a) such date of expiration is extended by the Director and the Land Com-
pirrs L missioner, or
=
o (b) it is reasonably determined prior to the expiration of the fixed term

or any extension thereof that the unitized land is incapable of production of uni-
A tized substances in paying quantities in the formatinns t¢ ted hercunder and after : {
notice of intention to terminate ‘the agreement on such griind is given by the Unit

"-Operator to ail parties in interest at their last kfiown aduresses, the agreement

is términated with the approval of the Supervisor and the Lond Commissioner, or

fc) a valuable discovery of unititized substances has been made or accepted

on vnitized land during said initial term or any extension thereof, in which event

the agreement shall remain in effect for such term and so long as unitized sub-

stances can be produced as to federal lands, and are being produced as to State

lunda in quantities sufficient to pay for the cost of producing same form wells on

b

‘unitized land within any participating area established hereunder and, should pro-
duction cease,'so long thereafter as diligent operations are in progress for the

restoration of production or discovery of new production and so long thereafter as

unitized substances so discovered are produced as aforesaid, or
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wGaL mBy T wCATAnGLECA AU ANy time ny not less that 75 per centum, on an acreage
besis, of the warking-interest owneré cignutory herecto, with th~ approval of the
Supervisor and the Land Commissioner; notice of any such approval to be given by thc
Unit Operator to all parties hereto.

21. RATE OF PROSPECTING DEVEI.OPMENT. AND PRODUCTION. The Director i=s

hereby vested with authority to alter or modify from time to time in his descretion

, * the quant?ty and rate of production undqr this agreement when such quantity and
rate is not fixed pursuant to Federal or State law or does aot conform to any étate-
, wide voluntary conservation or allocation'program. which is established, recognized,
and gengrallﬁuadhered to by the majority of operators in such State, such auéhority
hiereby limited to alteration’or modification in the public interest, the pur-.
pose thereof and the public interest to be served thereby to be stafed in the order
of ulteration.or modification. Without regard tc the fqregoing. the Director is
also hereby vested with authority to alter or modify from time to time in his dia-

cretion the rate of prospecting aid development and the quantity and rate of pro-

duction under this agreement when such alteration or modification is in th2 interest
of attaining the conservatioa objectives stated in this agreement and is not in
violation of any applicable Federal or State law; provided, further, that 16 such

alteration or modification shall be effective as to any land of the State of

. New Mexico, as to the rafe of prospecting and developing in the absence of the

specific written approval thereof by the Commissioner and as to any lands of the Sta

. of New Mexico or privately owned lands subject to this agreement as to Lhe quantity
and rate of production in th: absénce of specific written approval thereof by the
Division. |

Powere in this section vested in the Director shall only be exercised after
notice to Unit'bperator and opportunity for hearing to be held not less that 15
days from notice.

22. APPEARANCES. Unit Operator shall, after notice to other parties affected,
-have the right to appear for and on behalf of any and all interests affected hereby
before the Department of the Interior and the Commissioner of Fublic lﬁnds and to
appeal from orders issued under the regulations of said Department or Land Commis-
&ioner or to apply for relief from any of said regulatione or in any procending;

Telative v uperaiions velore wne vepartment of the Interior or the Land Commissiocne

or any other legally constituted authority; prqvided, however, that any other inter-
ested party shall aiso have the right at his own expense to be heard in any such
procecding.

2%. NOTICEE., All notizes, demands, or statements required hereunder to be

.given or rendered to the pariies hereto shall be deemed fully_siven if given in

-18-
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writing and personslly delivered to the party or sent by postpaid regictered or

certified mail, addressed to such party or purties at their respective addr?asea

set forth in connection with th: signatures hereteo or to the ratification or con-

sent nhereol or to such other whiress s any ruch party may have furnished in writing

[
-

0
n3
]

rty sendiing the notice, uemand or statemeunt.

2h. NO WAIVER OF CERTAlll RIGHTS. Hothing in this agreement containcd shall

be construed as a waiver by any party hereto of the right tc assert any legel or
conatitutional right or defense as to the validity of invalidity of any law of the
State wherein said unitized lands are located, or of the United States, or regula-
g ~ tions issued thereunder inany way affecting such party, or as a waiver vy any such
; perty of any righf beyond his or its authority to waive.

é - 2%. UNAVOIDABLE DELAY. All obligations under this agreement requiring the

! Unit Operator to commence or continue rdrilling or to operate on or produce unitized
substances from any of the lands covered by this agreement shall be suspended while
the Unit Operator despite the exercisc of due care and diligence, is prevented from
complying with such cbligaticns, in whole or in part, by strikes, acts of Ged,
Federal, State, or municipal law or agencies, unavoidable accidents, uncontrollable
delays in transportation, inability tc obtain necessary materials in open maiket,
or other matters beyond the reasonable control of the Unit Operator whether similar
to matters h2rein enumerated or not. No unit obligation which is suspended under
this section shall become due less than thirty (30) days after it has been deter-
mined ;hat the suspension is noc longer applicabﬁe. Determination of creditable

“"Unavoidable Delay'" time shall be made by the unit operator subject to approval of

the Supervisor and the Land Commissioner.

26. NONDISCRIMINATION. In connection with the performance of work under

this agreement, the operator agries to comply with all the provisions of secticn
202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319), as amended,
ahich are hereby incorporated by reference in this agreement.

27. LOSS OF TITLE. In the event title tc any tract of unitized lsnd

shall fail and the true owner cannot be induced to join in this unit agreehent,

such tract shall be automatically regarded as not committed hereto and there shall

be such readjustment of future costs and benefits as may be required on acccunt of
the loss of such title. In the event of a dispute as to title as to any royalty,

working interest, or other interests subject thereto, payment or delivery or. account
thereof may be withheld without liability for interest until the dispute is finally

settled; proy?ded, that, as to Federal and State land or leases, no paymentes of

-19-




funda due the Unitea States or the State of New lexico should be withhclq. but
such funds shall be deposited a3 directed by the Supervisor and such funds of the
State of New Mexico shall be deposited as directed by the Land Commissioner, to be
held as unearned money fendins final settlement of the title dispute, and then

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

Unit Operator as such is relieved from any respénsibility for uny defect

or failure of any title hereunder.

28. NOM-JOINDER AND SUBSEQUENT JOIWDER. If the owner of any substantial

interest in a tract within the unit area fails or refuses to subscribe or consant

to this‘agreement. the owner of <he working interest in that tract may withdraws said
trﬁct from thia agreement by written notice delivered to the>Supervisor, th; Land
Commiscioner, the State Divisior, and the ﬁnit Operator prior to the approval

of this agreement by the Supervisor. Any oil or gas interests in lands within the
unit area not committed hereto prior to submission of this agreement for final
spproval may tﬁereafter be committed hereto by the owner or owners thereof sub-

scribing or consenting to this agreement, and, if the interest is a working interest,

by the owner of such interest also subscribing to the unit operating agreement.

After operations are commenced hereunder, the right of subsequent joinder, as t ]
provided in this section, by a working-interest owner is subject to such require-

ments or approvals, if any, pertaining to such joinder, as may be provided for in

— o . o e e
& Sgs ScHTlive.

the un

-

A S
L

After final approval hereof, joinder by a non-working

t ope

interest owner must be consented to in writing by t‘he working-interest owner

committed hereto and responsible for the payment of any benefits that may accrue
hcreundef in behalf of such non-working interest. A non-working interest may not
be committed to this unit unless tﬁe corresponding working interest is committed
heretof Joinder fe the unit agr=ement by a working-interest owner, at any time,
must be accompanied by appropriate joinder te the unit operating agreement, if more
than one cbmmitted working-interest owner is involved, in o;der for the interest
'to.be regarded as committed to tais unit agreement. Except as may otherwise herein
be provided, énbsequent joinders to this agreement shall be effective as of the

first day of the month following the filing with the Supervisor, the Land Commissioner,

and the State Division of duly executed counterparts of all or any papers
necessary to establish effective commitment of any tract to this agreement unless
objection to sucﬁ-joinder is duly made within sixty (60) days by the Supervisor,
or the State Division; provided, however, that as to State lands all subsequent

Joinders must be approved by the Commissioner. ‘

~20-
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29. COUNTERPARTS. This agreement may e xncuted in any number of counter-

parts no one of which needs tc be executed by all parties or may be ratifiec or
consented to by scparate instruweut in writing specifically referring heretc and
shall be binding upon all thote« parties who haove executed such a counterpart, rati-
Ya

. . . R T ko L8 . . ' i i
ication, oi conzent hercto with the came force nnd effect ag if all such parties

=y

had signed the same document ond regardless of whether or not it is executed by all
other parties owning or claiming an intercst in the lands within the above-described
unit area.

0. SURRENDER. Nothing in ‘this agrecment shall prchibit the exercise by any
working-interest owner of the right to surrender vested in such party by any lease,
sublease, or operating agreement as to all or any part- of the lands covered thereby,
provided that each party who will or might acquire such working interest by such
sirrender or by forfeiture as hereafter sct forth, is bound by the terms of this’
agreement.,

If, as a result of any such surrerder, the working interest rights as to

-such lands become vested .in any party other than the fee owner o7 the unitized sub-

stances, said party may forfeit such rights and further benefits from operation
héfeunder as to said land to the party next in the chain of title who shall be and
become the owner of such working interest.

If, as the result of any such surrender or forfeiture, working interest rigats
become vested in the fce owner of the unitized substances, such owner may:

(1) Accept those working-interests rights subject to ihis agreement and
the unit operating agreement; or

(2) Lease the portion of such land as is included in a participating area
established hereunder subject to this agreement and the unit operating agreement.

| .(3) Provide for the iniependent operation of any part of sﬁch land that are
not then included within a participating area cstablished hereunder.

If the fee owner of the unitized substances does not accept the working-
interest rights subject to this agreement and ;he unit operating agreement or lease,
such lands as above-provided withiun six (6) months after the surrendered or for-
feited working-interest rights become vested in the fee owner, the benéfits and
obligations of operations accr.aing to such lauds under this agreement and the unit
operating agreement shall be sﬂare& by the rem;iding owners of unitized working
interests in ac;ordance with their respectiye working interest ownerships, and

such owners or working interes:s shall compensate the fee owner cf unitized sub-

~2%-




stances in such lands by paying sums cqual to the rentals, minimum royulties, and
royalties applicable to such lands under the leasc in effect when the lands were
unitized. '

An appropriate accounting and settlement chall be made, for all benefits
accruing to or payments and expenditures made or incurred on behalf of suéh surren-
dered or forféited working interest sutisequent to the date of surrender or forfeiture,
and payment of any moneys found to be owing by such an aﬁcountins shall be made as
between the parties within thirty (20) days. In the évent no unit operating agree-
gent'is in existence and a mutuqlly écceptable agreement between the proper parties
vgheréto égnnot be consummated, the Supervisor may prescribe such reasonable and
équitlblé agreement as he deems warranted under the circumstances.

- The exercise of any right vested in a working-interest owner to reassign
;uch‘working interest to the party from whom obtainéd shall be subject to the same
conditions as set forth in this section in regard to the exercise of a right to
surrender.

31. TAAES. The working-interest owners shall render and pay for their ac-
count and the account of the royalty owners all valid taxes an or measured by the
unitized substances in and under or thétiéay be produced, gathered, and sold from
the land subject to this contract after the effective date of this agreement, or
upon iue proceeds derived therefrom. The working-interest owners on each tract
shall and may charge the proper proportion of said taxes to the royalty owners
having iuterests in said tract, and may currently retain and deduct sufficient of
the unitized substances or derivativebproducts, or net proceeds thereof from the

-alloecated share of each royalty owner to secure reimbursement for the taxes so paid.

-No such taxes shall be charged to the United States or the State of New Mexico or

to aﬁy lessor who has a contract with his lessor who has a contract with his lessee

‘which requires the lessee to pay such taxes.

32. NO PARTNERSHIP. It is expressly agrecd that the relation Of'ihe parties

hereto is that of independent contractors and nothing in this agreement contained,

expressed, or implied, nor any operations conducted hereunder, shall create or be

R —
Aaamcd +n have-cranted a nartnershin ar associatinn between the narties hereto or

any of them.




33. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in

this egreement shall modify or change either the special Federal Lease stip-

ulations relating to surface management or such special Federal Lease stip-

ulations relating to surface and environmental protection, attached to and
make a part of Oil and Gas Leases covering lands within the Unit Area.
IN WITNESS WHERECF, the parties hereto have czused this agreement to

be executed and have set opposite their respective names the date of execution.

v

Address:

UNIT OPERATOR
STATE OF Z“‘ gﬁ;" 2 )
)ss.
COUNTY OF " )
The foregoing instrument was acknowledged before me this z,i a( day

of 4,?&;[“

18_@&44&‘/

My Commission Expires: (’

9D J4¥ Notary Public

=23
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EXHIBIT "A"

MESA LEON UNIT AREA
GUADALUPE COUNTY, NEW MEXICO

===-=== Linit Qutline
O Track Number

Federal Lands
1,038.80 Acres, 70.39%

Y State of New Mexico Lands
.1 3,842 .80 Acres, 24.51%

Fee Lands
\ 800.00 Acres, 510%




EXHIBIT "B"

SCHEDULE SHOWING ALL LAND AND LEASES

WITHIN THZ MESA LEON UNIT AREA

GUADALUPE COUNTY, NEW MEXICO
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Phil H. Weldon

Phil H. Weldon

Puil H. Weldon

Phil H. Weldon

Sotexco, Inc,
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All
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Total 11,038.80 Acres Federal Lands
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8-1-81

L-6458
8-1-81

State of New Mexico Lands

State
12.5

State
12.5

Sotexco, Inec. All
Sotexco, Inec. All
Margaret J. MQ%mw 25.0
Bob H. Byri 25.0
E. L. Chilton, Jr. 25.0
Phil H. Weldon 2%.0
Zilie Spear ALl
Southwest Ventures,
Inc. All
Scuthwest Ventures,
Inc, All
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19, Sec. 22:
Sec. 21:

Sec. 27:

1. Jez. =2:
. Jec, 15

. Sec. 30:

t}
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960.00

220,00

220.00
320.00 *

Jmo.oo.s

* State
12.5

State
12.5

Southwest Ventures,

Ine.

Southwest: Ventures, s

Inc.

Total 3,842,80 Acres State of Hew Mexico Lands

Patented (Fee) Lands

Total 800.00 Acres Fee Lands

Recapitulation

11,038.80 Acres Federal lands
3,842.80 Acres State lLands
800.C0 Acres Fee Lande

dm.a .—oa

All

70.39%
2h.51%




CONSENT AND RATIFLICATION
MESA LEON UNIT AGREEMENT

GUADALUPE COUNTY, NEW MEXICO

The undersigned, (whether one or more) hereby acknowledges receipt of
a copy of the Unit Agreement for the Development and Operation of the Mesa
Leon Unit Area embracing lands situated in Guadalupe County, New Mexico, i
which said Agreement is dated the 1lst day of September, 1980, and acknowledged
that they have read the same and are familiar with the terms and conditions
theresf. The undersigned, also being the owners of the leasehold, royalty,
or other interests in the lands or migerals embraced in said Unit Area, as
indicated on the schedule attached to said Unit Agreement as Exhibit "B", do
hereby consent thereto and ratify all of tﬁe terms and provisions thereof, ex-
actly the same as if the undersigned had execu#ed the original of said Unit
Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective ack ledgments.

% é (il M riin

INDIVIDUAL
state or A A {10 ) ’
comry or_Lendltle >
The foregoing instrumen:Rwas ac:nowledged before me this day of
, 19R . by .
ﬁy Commission Expires:
Notary Public
CORPORATE
STATE OF )
_ )ss.
COUSTY OF )

~The foregoing instrument was acknowledzed before me this DT UL dav nf
———-‘l—.b“—f—
\XJI’[L’.A’&" » 198 0 , by Jll’huﬁ F Bin
. President ofridfy ol Udilfo Jiwa_ Iz Pavinn (fnfn/’atfau

corporation, on behalf of said corporation.

My Commission Expires:

- . P ;’ './‘ -
',[‘l' . IL: ,}/2 Iy ”,{/‘:[ ‘» : , -:,[:'1 "‘/—l,,,,
! ‘Notary Public B -




. CONSENT AND RATIFICATION
4 MESA LEON UNIT AGREEMENT

CUADALUPE COUNTY, NEW MEXICO

The undersigned, (whether one or more) hereby acknowledges receipt of

& copy of the Unit Agreement for the Development and Operation of the Mesa
Leon Unit Area alnbucing lands situated in cundalupe' County, New Mexico,
which said Agreement is dated the lst day of September, 1980, and acknowledged
that they have read the same and are fawmilisr with the terms and conditions
thereof. The und?rsig:?d, also being the owners of the leasehold, royalty,
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 conzent thereto and ratify all of the terms and provisions thereof, ex-
. ectly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpirt thereof.

IN WITKESS WHEREOF, this instrument is executed by the undersigned as

of the date se rth in their resnective acknowledgments.
INDIVIDUAL

RN

STATE OF L Plges

. .o )ss.
COUNTY OF o@dﬂﬂﬂlﬂn )

The foregoing instrument was acknowledged before me this 25 dsy of
N Tt 198D b~_4;mA’_Migu

My Coomission Expires:

Apgil_22_12%2 Haew A ﬂ@/ﬁ”j’m

“Notary Public (/
{ORPORATE
. STATE OF : )
)ss.

COUNTY OF )
ThE TSTaTing iusiivwent was acknowiedaged before me this day of
, 198 . by ,
, President of ', : - A ’

corporation, on behalf of said corporation.

My Commission Expires: “.

Notary Public

o O R




INDIVIDUAL ACKNOWLEDGMENT

STATE OF A /Py [0 0100 )

County of [earialells >

The foregoing

DCYL  day of JL‘ZQZZ"@ )_Q‘f, 19__@ by
7

instrument was acknowledged before me this

My Commission

STATE OF

Notary Publicy

expires 4[)/9Lﬂ 29 , 16 22 .‘

INDIVIDUAL ACKNOWLEDGMENT
)

County of

3

The foregoing

day of , 19 by

instrument was acknowledged before me this

My Commission

STATE OF

- - Notary Public

10
Lo

X1 1 § ’

INDIVIDUAL ACKNOWLEDGMENT
)

County of

)

The foregoing

day of , 19 by

instrument was acknowledged before me this

Nt mwwvr Dol 15 ~
- —‘.-J -l e -

My Commission expires , 19 .




CONSENT AND RATIFICATION
- MESA LEON UNIT AGREEMENT

GUADALUPE COUNTY, NEW MEX1CO

The undersigned, {whether one or more) hereby acknowledges receipt of

a copy of the Unit Agreement for the Development'and Operation of the Mesa
Leon Unit Area embracing lands situated in Guadslupe Qounty, New Mexico,

which said Agreement is dated the lst day of September, 1980, and acknowledged
thet thay have read ﬁhe same and are familiar with the terms and conditions
thereof. The undersigned, also being the owners of the leasehold, royalty,

or other interests in the lands or miperals embraced in said Unit Area, as
indicated on the schedule attached to said Uni: Agreement as Exhibit "B", do
hereby consent thereto and ratify all of Ehe.terms aud provisions thereof, ex-
actly the same as if the undersigned had execufed the original ;f said Unit
Agreement or a counterpart thereof.

IN WITNESS WﬂEREOF,ithis instrument is executed by the undersigned as

g2 set forth in their respective acknowledgments, —————.

INDIVIDUAL
STATE OF )
. )Ss.
COUNTY OF : )
The foregoing instrument was acknowledged before me this day of

, 198 » by .

My Commission Expires:

Notary Public

CORPORATE
. STATE OF )
_ )ss.
“COUNTY OF )

-

.

The LOoregoling 1NSLIUMENT Was AcCkluwicdgcd Leiuie we thnis .
, 198 , by
, President of a
rorporation, on behalf of said corporation.

("
0
n

My Commission Expires:

Notary Public




INDIVIDUAL ACKNOJLEDGMENT

STATE OF /(/Mo Mtyen )
County of Jxaniallip

The foregoing instrument was acknowledged before me this

g?g ‘h aay of .Q_“Z Qlég‘ 19@ by //IL/ ¢/ /Jd(/ﬁu

Notary Pupiig

ot 4- Al mﬂgfr
My Commission expires ﬁ,ﬁﬁ// A2 , 19 &:"" .

INDIVIDUAT. ACKNOULEDCMENT
sTatE oF _A/e o /MEi00)
County of NI P, )

The foregoing instrument was acknowledged before me this

"AG }éfz day of &4/7‘(777[9(. 19_&7 by _\Kopetin N [ A

i ,) 9 ﬂ ./)/)-, 37

gy
Vi s ? A L LIRS
otary Public¢- 7R

My Commission expires (Qﬁ/’/f/.ﬂ 19 f’,& )
7

INDIVIDUAL ACKNOWLEDGMENT
state of AJres Pliviop
County of _ﬁ;{ﬂ/ﬂ.ﬁlﬂ/ﬂ )

The foregoing instrument was acknowledged before me this

XS €4 day of -\Q%ﬂzf'ﬂiéc[’. 19W byl b (s .Jk’

‘ Notary .Public (/’
My Commission expires Al[‘/// AR, 19 JZ
/

?é{u?/'ﬂ ﬂ ﬁ[o//'é)?/f’g_\




INDIVIDUAL ACKNOWLEDGMENT
state of  Aliso hvieo )
County of f)jl’ﬁlﬂj Lﬂﬂo )

The foregoing instrument was acknowledged before me this

S Yh day of 5LQZ.”ZQ ked . 1980 vy ﬁ%uﬂﬁ[ﬁ}u
L i 0o

Notary Public/i

Maveio 0 4, /,M}

My .Commission expires L()A/Q,@/Z 27,19 ﬁ% .

INDIVIDUAL ACKNOWLEDGMENT
state ofF [/i10 Mwicts )
"‘

¢4

County of g )

The foregoing instrument was acknowledged before me th

2SN aay of Sf/ﬁ/Tm&f 19_{h vy ﬂl@f’@o’u’wfig fbe

- . -
My Commission expires ((ﬁ/{ [t P , 19 (@1 .
7 T -

INDIVIDUAL ACKNOWLEDGMENT
STATE OF L{JMQ Jlhyido

County ofﬁ{ﬁd ;_QéLWo )

The foregoing instrument was acknowledged before me this

z?SﬂQ day of QDE ;21:-‘[!2&1, 19 do by A,yn v/’k f/‘%u/[{

Wi 1010 (4 didie ooy,

Notary Publig

My Commission ex_pires ﬁ/&‘(’[ﬂ a,);? ., 19 597'1) .

é
I~

Y . .

_ﬁﬂ/iiiflf’ s O\// 'f
otary Public A

w—
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X J, ARMIJO
COMMISSIONER

A S Scptember 25, 1980
: P, O, 80x 1148
SANTA FE, NEW MEXICO

_Coronado Exploration Corporation
1005 Marquette N.W.
Albuquerque, New Mexico 87102

. f Re: Mecsa Leon Unit
Guadalupe County, New Mexico

ATTENTION: Mr. Harvey E. Yates, Jr. .

! Gentlemen:

; The Commissioner of Public Lands has this date approved the
: Mesa Leon Unit, Guadalupe County, New Mexico. Our approval is sub-
ject to like approval by the United States Geological Survey.

d are Five (5} Certificates of Approvail.

_ Please advise this office when the USGS gives their approval so
. _ that we may finish processing same and establish the effective date.

This Certificate is issued with the understanding that you will
obtain approval from the New Mexico 0Oil Conservation Division on this
~unit on or before November 1, 1980.

Very truly yours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

! BY: _ .
: , RAY D. GRAHAM, Director _,_ C
J o - 0il and Gas Division : 3 :
. ~ AC 505-827-2748 : :
AJA/RDGYs
encls.
cc: OCD-Santa Fe, New Mexico
USGS-Roswell, New Mexico
USGS~Albuquerque, New Mexico
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L EX J. ARMIJO Scptember 25, 1980

COMMISSIONER P. 0. bOX 1148

SANTA FE, New MEXICO

Coronado Exploration Corporation
1005 Marquette N W,

Albuquerque, New Mexico 87102

Re: Mesa Leon Unit
Guadalupe County, Hew Mexico

ATTENTION: Mr. Harvey E. Yates, Jr. .
Gentlemen:

The Commissioner of Public Lands has this date approved the
Mesa Leon Unit, Guadalupe County, New Mexico. Our approval is sub-
ject to like approval by the United States Geological Survey.

Enclosed are Five (5) Certificates of Approval. ' ‘

Please advise this office when the USGS gives their approval so
that we may finish processing same and establish the effective date.

This Certificate is issued with the understanding that you will
obtain approval from the New Mexico Oil Conservation Division on this
~unit on or before November 1, 1980.

Very truly yours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

BY:
RAY D. GRAHAM, Director
. - 01! and Gas Division
<~ AC 505-827-2748
AJA/RDG/s
encls.
cc: OCD-Santa Fe, New Mexico
USGS-Roswell, New Mexico
USGS-Albuquerque, New Mexico
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Docket No. 30-80

Dockets Nos. 31-80 and 12-80 are tentstively set for Octoder 15 and 29, 1980, Applications for hesring must
be filed at least 22 dqys in advance of hearing date.

DOCKET: EXAMINER HEARKING - WEDNESDAY - OCTOBER 1, 1980

n . 9 A.M. ~ OIL CONSERVATION DIVISION CONFERENCE ROCY,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO :

The following cases will be heard before Daniel S, Nutter, Examines, or Richard L. Stamets, Alternate Examiner:

CASE 7029: In the matter of the hearing called by the Oil Conservation Division on its own motion to consider
amendments to its special rules and procedures for the designation of "tight formation', promulgated
by Division Ordex No. R-5388, en comply with FERC Order No. 99, issued August 15, 1980, promulgating
final regulations with respect to Section 107 of the NGPA,

T ———— e -

Raa

3 CASE 7030: 1In the matter of the hearing called by the Dil Conservation Division on its own motion to consider
t . - arendments to its SPECIAL RULES FOR APPLICATIONS FOR WELLHEAD PRICE CEILING CATECORY DETERMINATIONS

as prorulgated by Division Order No. R-5878, as amended. The proposed amendments relate to individual
well filings for price category determination as "tight formation” gas under Section 107 of the NGPA,

CASE 7031: Application of Coronado Exploration Corp. for a unit agreswment, Guadalupe County, New Mexico.
<o LT

Applicant, in the above-siyled cause, seeks approvai for the Mesa Leon Unit Area, comprising 15,680
acres, more or leas, of State, Federal, and fee lands in Township 6 North, Range 17 East.

_ CASE 7007: (Continued from September 3, 1980, Examiner Hearing)

Application of Harvey E. Yates Company for downhole commingling, Eddy County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the downhole commingling of Morrow and Atoka
production in the wellbore of its North Travis 12 Deep Well No. 1 located in Unit O of Section 12,
Township 18 South, Range 28 East,

CASE 7023: (Continued from September 17, 1980, Examiner Hearing)

. Application of Shell 0il Company for pool creation and temporary special pool rules, Roosevelt County,
New Mexico. Applicant, in the above-styied cause, seeks the creation of 2 new Pennsyivanian oil pool
for its Askew Well No. 1l located in Unit L of Section 2, Township 5 South, Range 33 East, and the pro-
mulgation of special pool rules therefor, including a provision for 80-acre spacing.

CASE 7019: (Continued from September 17, 1980, Examiner Hearing)

Application of Amoco Production Company for compulsory pooling, Eddy County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all wineral interests in the Pennsyl-
vanian formation underlying the W/2 of Section 30, Township 23 South, Range 25 East, to be dedicated
to a well to be drilled at a standard location thereon. Also to be considered will be the cost of
drilling and completing said well and the allocation of the cost thereof as well as actual operating
costs and charges for supervision, designation of applicant as operator of the well, and a charge for
risk involved in drilling said well.

CASE 7032: Application of Dalport 0il Corporation for an exception to Order No. R-3221, Chaves County, New
Mexico. Applicant, in the above-styled cause, seeks an exception to Order No. R-3221 to permit dis~
posal of produced brine into an unlined surface pit located between Units L and M of Section 9, Town-
ship 15 South, Range 30 Cast.

CASE 7033: Application of Adams Exploration Inc. for three non-standard proration units, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval of three 80-acre non-standard proration units
in the Vada-Pennsylvanian Pool, corprising the following acreage: SE/4 NE/4 and NE/4 SE/4 of Section
12, N/2 NE/4 of Section 12, and S/2 SE/4 of Section 2, all in Toimship 9 South, Range 34 East,

CASE 6%40: (Continued from August 20, 1980, Exsminer Hearing)

Application of Adobe 0il Company for compulsory pooling, Lea County, New Mexico.

Applicant, in the asbove-styled cause, seeks an order pooling all mineral interests down through the
Wolfcamp formation underlying the NW/4 SE/4 for oil and the SE/4 for gas, Section 23, Township 20
South, Range 38 East, to be dedicated to a well to be drilled at a standard location thereon. Also
to be considered will be the cost of drilling and completing said well and the allocation of the
coat thereof as well as actual operating costs and charges for supervision, designatior of applicant
as operator of the well, and a charge for risk involved in drilling said well.
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ik CASE 6996: (Continued from September 3, 1980, Examiner Hearing) .

Application of John E. Schalk for compulsory pooling, Rio Arriba County, Mew Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Blanco

; Mesaverde Pool underlying the NE/4 of Section 8, Township 25 North, Range 3 llest, to be dedicated

to a well to be drilled at a standard location thereon., Also to be considered will be the cost of

} drilling and completing =zaid well and tho allocation of the cost thereof as well as actual operating
! ; costs and charges for supervision, designation of applicant as opecator of the well, and a charge

; for risk involved in drilling said well.

CASE 7034: Application of Mercion & Bayless for downhole commingling, Rio Arriba County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the downhole commingling of South Bianco-
Pictured Cliffs and Otero-Chacra production in the wellbore of its Atlantic Well No. 1 located in
Unit O of Section 32, Towuship 26 North, Range 6 West.

CASE 7035: Application of Merrion & Bayless for downhole commingling, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the dowmhole commingling of Gallegos-Gallup
and Basin~Dakota production in the wellbore of its Delhi Taylor Well No. 1 located in Unit M of Sec-
tion 4, Township 26 North, Range 11 West.

CASE 7036: Application of J. Gregory Merrion for compulsory pooling, Rio Arriba County, New Mexico. J
© Applicant, in the above~styled cause, seeks an order pooling all mineral interests in the Pictured
Cliffs formation underlying the SE/4 of Section 34, Township 25 North, Range 6 West, to be dedicated
to a well to be drilled at a standard location thereon. Also to be considered will be the cost of
drilling and completing said well and the allocation of the cost thereof as well as actual operating
costs and charges for supervision, designatior of applicant as operator of the well, and a charge
for risk involved in drilling said weil.

CASE 7037: Application of Mesa Petroleum Co. for downhole commingling, Sam Juan County, New Mexico.
Applicant, in the above-styled cause, seeks approvel £or the downhole commingling of Chacra and Mesa-
verde production in the wellbore of its State Com AF Well No. 28 located in Unit I of Section 36,
Township 29 North, Range 10 West.

CASE 7020: (Continued from September 3, 1980, Examiner Hearing)

Application of Mesa Petroleum Co. for pool creation, special pool rules and an oil discovery allow~
able, Rio Arriba and San Juan Counties, Wew Mexico. Applicant, in the above-styled cause, seeks
the creation of 2 new Gallup oil pool for its South Blanco Federal Well No. 1-6 located in Unit A
of Section 6, Township 23 North, Range -7 West, and special rules therefor, including a provision
for 80-acre spacing units. Applicant further seeks a discovery allowable for the aforasaid well.

CASE 6822: (Continued from September 17, 1980, Examiner Hearing)

In the matter of Case 6822 beirg reopened pursuant to the provisions of Order No. R-6293 which
order created the West Double X-Wolfcamp Gas Pool as a retrograde gas coundensate pool and set
special production limitations therein. Operator(s} may appear and present evidence to establish
the true nature of the reservoir and proper rates of withdrawal therefrom.

CASE 7038: Application of Natura Energy Corporation for compulsory pooling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the San Andres
formation underlying the NE/4 NE/4 of Section 6, Township 19 South, Range 39 East, to be dedicated
to a well to be drilled at a standard location thereon. Alsc to be considered will be the cost of
drilling and completing s2id w2211 zad the sllucaiion of the cost thereof as well as actual operating
costs and charges for supervision, designation of applicant as operator of the well, and a charge

€or Tisk involved in drilling said well.

CASE 7039: Application of Red Mountain & Associates for a waterflood project, McKinley County, New Mexico.
Applicant, in the above-styled cause, seeks authority to institute a waterflood project in the Chaco
Rash-Mesaverde O0il Pool by the injection of water into the Chaco Wash Sand formation through eight
wells at various orthodox and unorthodox locations in Section 28 of Township 20 North, Range 9 West.

CASE 7040: Application of Belco Petroleum Corporation for reclassification or a new gas pool and a non-standard
proration unit, Lea County, New Mexico. Applicant, in the sbove—styled cause, seeks the reclassifi-
cation of the Wilson Strawn Pool as a gas pool or, in the alternative, the creation of a2 new gas pool
for its State 12 Well No. 1 located in Unit G of Section 12, Towmship 21 South, Range 34 East; appli-~
cant further seeks approval of 2 standard gas proration unit for said well comprising the E/2 of said
Section 12, or in the alternative, a non-standard unit comprising the NE/4, N/2 SE/4 and SE/4 SE/4 of
said Section 12,
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CASE 6618: (Rsopened and Readvertised) .

In the matter of Case 6618 being reopened pursuant to the provisions of Order No. R-6103 which order
crested the Travis-Yates Gas Pool in Eddy County, New Mexico, with temporary special rules and regu-

lations including a provision for 8C-acie spacing unite. Operators in said pool may appear and show
cause why the pool should not be developed on 160-acre spacing units. :

CASE 6648: (Reopened and Readvertised)

In the matter of Case 6648 being reopened pursusnt to the provisions of Order No. r-6124 which order
promulgated temporary special rules and reguiations for the North Caprock-Mississippian Pool in Lea
County, New Mexico, including & provision for 160-acre spacing and 3 4000 to one gas-oil ratio

o limitation. Operators in said pool may appear and show cause why the pool should not be developed
- on 40-acre spacing with a 2000 to one GOR.
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RANDDOLPH M. RICHARDSON
Ol AND GAS LAND AND UNIT CONSULTANT
FEDERAL - STATE - FEE
P. O. BOX BY9
ROSWELL, NEW MEXICO 88201

September 3, 1980

In Res Mesa Leon Unit Area
T-6-N, R-17-E, NMPM
Guadalupe County, NM

Mre R« L. Stamets

0il Conservation Division
Energy & Minerals Dept.

P. Q0. Box 2088

Santa Fe, New Mexico 87501

CCLU‘ 703?~

Dear Mr: Stamets,
I am enclosing three copies of Application for Approval of

the Mesa Leon Unit loca’ed in Guadalupe County, New Mexico.

I called several days ago to be placed on the first Docket

avallable and if I understand correctly, we have been placed on

the Dockel for the lst of Qetoher.

This Unit contains several thousand acres of Federal leases
expiring September 30th, 1980, consequently if there is any way that
we can be placed any earlier, it will be appreciated.

There is also enclosed one copy of Unit Agrecment, which
does not have Exhibits "A" and “B". These Exhitits are being
prepared and you will he furnished copies.

Please advise if you need more at this time.

Y/Ou/ﬂ%;%%/‘ﬂ

R. M. Richardson

Xeroxs Coronado Exploration Corp.
1005 Marquette, NW
Albuquerque, New Mexico 87102

“ . -
O STRYATICY Dl\"SION

SANTA FE

OfFICE 5058 6€22-880
HOME SOCS 622-798S
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BEFORE THE OIL CONSERVATION DIVISION .
ENERGY AND MINERALS DEPARTMENT ofadol
STATE OF NEW MEXICO m VCp

Strp - -
APPLICATION FOR APPROVAL OF l v 0 980 //'
THE MESA LEON UNIT AGREEMENT O ¢ gt

GUADALUPE COUNTY, NEW MEXICO

New Mexico 0il Conservation Division C) ‘) O 3”\
Santa Fe, New Mexico 87501 (1AL

Comes the undersigned Coronado Exploration Corn., wit}
querque, New Mexico and files herewith one (1} ccpy of the proposed Unit Agree-
ment for the development and operation of the Mesa Leon Unit Area, Guadalupe
County, New Mexico and hereby makes application for approval of said Unit A-
greement as provided by law, and in support thereof atates:

o
>
0
T
-
Y
-
=
-t
r

1. That the proposed Unit Area covered by said Agreement embraces 15,680.00
acres ¢f land, more or less, more particularly described as follows:

Township Six North, Rasnge Seventeen Fast, N.M.P.M.

Sec. 1: Wy, SEk Sec. 19,20,21,22,23: All
Sec. 2,3: All Sec. 2k: Wy

Sec. 4: Sk Sec. 26: Nk, Swk

Sec. 8: E®, SWh Sec. 27,28,29: All

Sec. 9,10,11,12,1%,14,15,16,17: All Sec. 30: EYz

Sec. 18: E¥ Sec. 32: Ny

Sec. 33: Nk
Sec, 3L»NwWk

2. That of the lands embraced within the proposed Unit, 11,040.00 acres
are lands of the United States, being 70. 4% of the Area, 3,840.00 acres are
State of New Mexico lands being 24.49% of the Area, and 800.00 acres are Fee
lands being 5.10% of the Unit Area. —

3. That Applicant is informed and believes, and upon such information and
belief states, that the proposed unit area covers all or substantially all of
the geological feature involved, and that in the event of a discovery of oil
and ges thereon, that said Unit Agreement will permit the producing area to he
develecped or operated in the interest of conservation and the prevention of
waste of the unitized substances.

L. The Coronado Exploration, Corp., is designated as the Unit Operator
in said Unit Agreement, and, as such, is given authority under the terms there-
of to carry on all operations necessary for the development and operation of
the Unit Area for oil and gas subject to all applicable laws snd regulations.
That said Tnit Agreement provides for the drilling of an Initial Test Well 1o
a depth sufficient to penzstrate the Basement Granite, but applicant is not ob-
ligated to drill said well in any event to a depth in excess of 4,500 feet.

5. That the applicant believes that in the event o0il or gas is disccovered
in paying quantities on lands within the Unit Area, that the field or area can
be developed more economically and efficiently under the terms of said Unit
Agreement, to the end that maximum recovery will be obtained of unitized sub-
stances and that said Unit Agreement is in the interest of conservation of pre-
vention of v'ste as contemplated by the New Mexico 0il Conservatlon Division
rules and regulatlons.

6. That Application for Approval of said Unit Agreement has been filed
with the Commissioner of Public Lands.

7. That upon an order being entered by the New Mexico Oil Conservation
Division approving said Unit Agreement, and after approval by the United States
Department of Interior, arn approved copy will be filed with the New Mexico 0Oil
Conservation Division.

WHEREFORE, the undersigned applicant respectfully requests that a hearing
be held tefore an examiner on the matter of said Unit Agreement, and that upon
said hearing, said Unit Agreement be approved by the New Mexico 0il Conservation
Division as being in the interest of conservation and the prevention of waste.
Applicant respectfully requests that this matter be heard at the first available
hearing following this date. |

DATED THIS 2nd day of September, 1980. CORON EXPLORATIO Z«/
oy A G e A 2

Randolph Rlchardson I1I
Attorney At Law
P. 0. Box 819

) ) Roswell, New Mexico 88201 _




BEFORE THE OI1, CONSERVATION DIVISICN

ENERGY AND MINERALS DEDARTMENT = 3y o
. STATE OF NEW MEXICO /P F\Mﬂf
APPLICATION FOR APPROVAL OF 0 £ /o2n *)i
THE MESA LEON UNIT AGREEMENT O ot oy --_.L
GUADALUPE <OUNTY. NEW MEXICO : ey
»ANTA Fe | SION
New Mexico 0il Conservation Division ’
Santa Fe, New Mexico 87501 fwu vO 3’\

Comes the undersigned Coronado Fxpioration Corp., with offices at Albu-
querque, New Mexico and files herewith one (1) copy of the proposed Unit Agree-
ment for the development and operation of the Mesa Leon Unit Area, Guadalupe
County, New Mexico and hareby makes application for approval of said Unit A-

greement as provided by law, and in support thereof states:

1. That the proposed Unit Area covered by said Agreement embraces 15,680.00
acres of land, more or less, more particularly described as follows:

Township Six North, Range Seventeen East, N.M.P.M.

Sec. 1: WYz, SEk Sec. 19,20,21,22,23: All
Sec. 2,3: All Sec. 24: Wp
Sec. 4: S ' Sec. 26: N¥;, SwWik
Sec. 8: Ek, Swk Sec. 27,28,29: All
Sec. 9,10,11,12,13,14,15,16,17: All  Sec. 30: Ep
Sec. 18: k¥ Sec. 32: Ny
Sec. 33%: N¥
Sec. 3h:NWh

Guadulupe County, New Mexico

2. That of the lands embraced within the proposed Unit, 11,040.00 acres
are lands of the United States, being 70.41% of the Area, 3,840.00 acres are
State of New Mexico lands being 24.49% of the Area, and 800.00 acres are Fee
lands being 5.10% of the Unit Area.

3. That Applicant is informed and believes, and upon such information and
belief states, that the proposed unit area covers all or substantially all of
the geological feature involved, and that in the event of a discovery of oil
and gas thereon, that said Unit Agreement will permit the producing area to be
developed or operated in the interest of conservation aund the prevention of
waste of the unitized suhstances.

4, The Coronado Exploration, Corp., is designated as the Unit Operator
in said Unit Agreement, and, as such, is given authority under the terms there-
of to carry on all operations necessary for the development and operation of
the Unit Area for oil and gas subject to all applicable laws and regulations.
That said Unit Agreement provides for the drilling of an Initial Test Well to
a depth sufficient to penetrate the Basement Granite, but applicant is not ob-
ligated to drill said well in any event to a depth in excess of 4,500 feet.

5. That the applicant believes that in the event o0il or gas is discovered
in paying quantities on lands within the Unit Area, that the field or area can
be developed more economically and efficiently under the terms cf said Unit
Agreement, to the end that maximum recovery will be obtained of unitized sub-
stances and that said Unit Agreement is in the interest of conservation of pre-
vention of waste as contemplated by the New Mex1co 0ii Conservation Division
rules and regulations.

6. That Application for Approval of said Unit Agreement has been filed
with the Commissioner of Public Lands.

7. That upon an order being entered by the New Mexico 0il Conservation
Dio2odon ;Pp:.:._.-._:g ~ndd Tinid Anucomon{-’ and aftar nnnrnvn'l hv the Inited States
Department of Interior, an approved copy will be f11ed with the New Mexico 0il
Conservation Division.

WHEREFCRE, the undersigned applicant respectfully requests that a hearing
be held before an examiner on the matter of said Unit Agreement, and that upon
said hearing, said Unit Agreement be approved by the New Mexico 0il Conservation
Division as being in the interest of conservation and the prevention of waste.

Applicant respectfully requests that this matter be heard at the first available
hearing following this date.
DATED THIS 2nd day of September, 1980. ORONG#FO EXPLORATI /4498?.
éﬁana(%;az:dz? du

Randolphiﬂl Richardson,III
Attorney At Law

P. 0. Box 819

Roswell, New Mexico 88201




BEFORE THE 011, CONSERVAT1ON DIVISTION ie O %frﬂr‘
ENERGY AND MINBERALS DEPAKIMENT r" 2 )
STATE OF NEW MEXICO . §
APPLICATION FOR APPROVAL OF .

TE MESA LEON UNIT AGREEMENT O ol o o3~ D
GUADALUPE COUNTY, NEW MEXICO SANTA FE :

So3+

. New Mexico Qil Consgervation Divigsian C?()JAR_
Santa Fe, New Mexico 87501 ’

Comes the undersigned Coronado Ixploration Corp., with offices at Albu-
querque, New Mexico and files herewith one (1) copy of the proposed Unit Agree-
ment for the development and operation ¢f the Mesa Leon Unit Area, Guadalupe
County, New Mexico and hereby makes application for approval of said Unit A-

greement ac provided by law, and in support thereof states:

1. That the proposed Unit Area covered by said Agreement embraces 15,680.00
acres of land, more or less, more particularly described as follows:

Township Six North, Range Seventeen Fast, N.M.P.M.

Sec. 1: Wy, SEk Sec. 19,20,21,22,23: All
Sec. 2,3: All Sec. 24: Wy
Sec. U: S Sec. 26: Nz, SWk
Sec. 8: Ef, SWk Sec. 27,28,29: All
Sec. 9,10,11,12,13,14,15,16,17: All  Sec. 2%0: Ef
Sec. 18: Ep Sec. 32: N2
Sec. 33: Ny

Sec. 3h4:»Nwk

Guadulupe County, New Mexico

2. That of the lands embraced within the proposed Unit, 11,040.00 acres
are lands of the United States, being 70.41% of the Area, 3,840.00 acres are
State of New Mexico lands being 24.49% of the Area, and 800.00 acres are Fee
lands being 5.10% of the Unit Area.

3. That Applicant is informed and believes, and upon such information and
belief states, that the proposed unit area covers all cr substantially all of
the geological feature involved, and that in the event of a discovery of oil
and gas thereon, that said Unit Agreement will permit the producing area to be
developed or operated in the interest of conservation and the prevention of
waste of the unitized substances.

4. The Coronado Exploration, Corp., is designated as the Unit Operator
in said Unit Agreement, and, as such, is given authority under the terms there-
of to carry on all operations necessary for the development and operation of
the Unit Area for o0il and gas subject to all applicable laws and regulations.
That said Unit Agreement provides for the drilling of an Initial Test Well to
a depth sufficient to penetrate the Basement Granite, but applicant is not ob-
ligated to drill said well in any event to a depth in excess of 4,500 feet. ‘

5. That the applicant believes that in the event 0il or gas is discovered
in paying quantities on lands within the Unit Area, that the field or area can
be developed more economically and efficiently under the terms of said Unit
Agreement, to the end that maximum recovery will be obtained of unitized sub-
stances and that said Unit Agreement is in the interest of conservation of pre-
vention of waste as contemplated by the New Mexico 0il Conservation Division
rules and regulations.

6. That Application for Approval of said Unit Agreement has been filed
with the Commissioner of Public Lands.

7. That upon an order being entered by the New Mexico 0Oil Conservation
Division approving said Unit Agreement, and after approval by the United States
D?:_".‘.Z"fﬂ?"_‘f Af Tnterinr an annraved ranv will bhe filed with the New Mexico 0il
Conservation Division.

WHEREFORE, the undersigned applicant respectfully requests that a hearing
be held before an examiner on the matter of said Unit Agreement, and that upon
said hearing, said Unit Agreement be approved by the New Mexico 0il Conservation
Division as being in the interest of conservation and the prevention of waste.
Applicant respectfully requests that this matter be heard at the first available
hearing following this date.

| DATED THIS 2nd day of September, 1980. (‘ORON G EXPLORA y ‘

Randoﬂah M. Richardson,IIl
Attorney At lLaw

P. 0. Box 819

Roswell, lew Mexico 83201
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4 CERTIF.CATION- -LEFRENIIATTION
Pursuant to the authority vested in thLe Secretary of Interior, under
the act approved February 9, 1920, 41 Stan. a7, as amended, 30 U. S, €.
secs. 161, et seq., and delegated to 'ir i1 and Gas Supervisors of the

Geological Survey (33F.R. 9812), I do hLerery:

A. Approve the attached agreement for the development and operation

of the Mesa Leon Unit Area, State of

New Mexico _, County of Guadalupe,

B. Certify and determine that the uni' plan of development ard op-

eration contemplated in the attached agrecmont 15 necessary and advisable

[ 8

n the public interest for the purpose ot more nroperly conservin
natural resources.

C. Certify and deterniine that the drilling, producing, rental,
minimum royalty, and royaltly requirenments of ail Federal leases committed
to said agreement are hereby established, u«ltered, changed, or revoked to

conform with the terms anc conditions of thic agreement.

Dated

011 erd Gas Supervisor, United States Geological SUrvei

Contract Number
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UNIT AGRERMEN SA}QT’A";E-' 1 Ston
FOR THE DEVELOVMENT Alli+ UiBRATION
OF itk |

MESA TEON UNIT ARVA
GUADALUPE COUNTY
STATE OF NEW MEXICO

NO.

THIS AGRFEMENT, entered into as of the 1St day of September

]

1980

—Z_-, by and bvetween the parties subscribing, ratifying, or consenting herecio,
and herein referred to as the 'parties hereto,"

WITNESSETH:

WHEREAS, the parties hereto are the owner:s of working, royalty, or other
0il and gas interests in the unit area subjecl to this agreement; and
Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal lessees and their re-

presentatives to unite with each other, or jointly or separately with others, in

collectively adopting and operating a cooperative or unit plan of development cr . f
operation of any oil or gas poo:, field, or like area, or any part thereof for
the purpcse of more properly conserving the natural resources thereof whenever
determined and certified by the Secretary of the Interior to be necessary or nd-
visable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Secs. 19-10-45, 46, 47 N.M. Statutes
1978 Annotated) to consent to or abprove this agreement on behalf of the State
of New Mexico, inscfar as it covers and includes lands and mineral
the State of New Mexico; and,

WHEREAS the 0il Conservation Division of the State of New Mexico Energy and
Minerals Department is authorized by an Act of the Legislature (Chapters 70 and 71,
New Mexico Statutes 1978, Annotated)to approve this agreement and the conservation

provisions hereof; and,

WHEREAS, the parties hereto hold sufficient interests in the

Mesa Leon Unit Area covering the land hereinafter

described to give reasonably effective control of operations therein;
WHEREAS, it is the purpose of the parties hereto to conserve natural re- -
sources, prevent waste, and seci:re other benefits obtainable through developmant l

and operation of the area subje:ct to this agreement under the terms, conéitions,

-1-



and limitations hercin set forth;

NOW, THEREFORE, in consideration of ther premicen -nd the promises herein

[

contained, the parties hereto commit to this spvecnment their respective interests
in the btelow-defined unit aren, and ngree sayeraliy among themeelvern oo follous: R
1, ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February, 5, 1920,
as amended, supra, and all valid pertinent regulntions, including overating and
unit plan regulations, heretofore issued thercunder or valid, pertinent, and
reasonable regulations hereafter issued tnerecunder are accepted and mnde 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, the oil and gas
operating regulations in effect as of the effective date hereof goveraning dritling
and producing operations, not inconsistent with the ‘erms hereof or the laws »f the
State in which the non-Federal land is located, are hereby accepted and made 1 part
of this agreement.
.
2. UNIT AREA. The following described land is hereby designated and re:og-
nized as coastituting the unit area:
Township Six North, Range Seventeen East, N. M. P. M.
Sec. 1; W¥, SEA Seecs. 19,20,21,22,23; All
Secs. 2,3; All Sec. 2b; W¥
Sec. U; S¥ Sec. 26; Nz, SWi
Sec. 8; Ep, Swk Secs. 27,28,29; All
Secs. 9,10,11,12,13, Sec. %0; Ef
14,15,16,17; A1l Sec. 32; Nf2
Sec. i8; Ep Sec. 33%; Nk
Sec. 34; NWW
Guadalupe Coun%y, New Mexico
Containing 15,68C.00 acres,
more or less,
Exhiiibit "A"™ attached hereto is a map showing the unit area and the boundaries and
indentity of tracts and leases in said area to the extent known to the Unit Operatdr.
Exhibit "B" attached hereto is a schedule showing to the extent known to the Unit
Operator the acreage, percentage, and kind of ownership of 0il and gas interests
in all land in the unit area. However, nothing herein or in said schedule or map
shall be construed as a representation by any party hereto as to the ownership of
any interest other than such interest or interests as are shown in said map or
schedule as owned by such party. Exhibits "A&" and "B" shall bte reavised by the Unit
Operatdr whencver changes in the unit area render such revision necessary when re-
quested by the 0il and Gas Supervisor, hercinafter referred to as “Supervisor," or )
when requested by the Commissioner of Public [ands of the State cf New Hexicc, ‘
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nereinafter referred to as "bLand Commivoioner.” nud not less than five (9) copies
of the revised Exhibits shall be filed with tle Supervicor and one (1) copy there-

of shall be filed with the lLand Comminsicunr, snd cne ©1) copy with the 0i1 Can-

servation Division of the Hew Mexico Frergy and Minerals bepartment, hereinatter
T ) referred to as '"Division."

The above-described unit ar-a shall, vhen practicnadble, be expanded to include
therein any additional lands or shall be contracted to exclude lands whenever such
exnansion or contraction is deemed to be neceusary or advisable to conform with the
purposes of this agreement. Such expansion or contraction shall be effected in the
following manner:

(a) Unit Operator, on its own motion or on demand of the Director of the
Geological Survey, hereinafter referred to as "Director," or on demand of the land
Commissioner, after preliminary concurrence by the Director: shall prepare a notice

of proposed expansion or contraction describing the contemplated changes in the

boundaries 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. .

[P

(b) Said notice shall be delivered to the Supervisor, the lLand Commissioner
and the State Division, and copies thereof mailed to the last known address of
each working-interest owner, lessee, and lessor whose interests are affected, ad-
vising that thirty (?C) days will be allowed for submission to the Unit Operator of
any objections.

(c) Upon expiration of the 70-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, the Laad Commissioner,
and State Division, evidence of m;iling of the notice of expansion or con-
traction and‘a copy of any objections thereto which have been filed with Uni:
Operator, together with an application in sufficient number, for approval of
such expansion or contraction and with appropriate joinders.

(d) After due consideration of all pertinent information, the expansiecn or

contraction shall, upon approval by the Supervisor, the Land Commissioner, aid State

Division, become effective as of the date prescribed in the notice therecof.

i {e) All legal subdivisions of land ( i.e.. 40 acres by Government survay or
its nearest lot or tract equivalent; in instances of irregular surveys unusually

large lots or tracts shall be considered in multiples of 40 acres or the nearest

aliquot equivalent thereof). no parts of which nre entitled to be in a partisipating

area on or before the fifth anniversary of the c¢ffective date of the first iaitial

participating area established under this uni: sgreement, shall ve eliminatei auto- l

matically from this agreement, effective as o' ~nid fifth anniversary, and sach lands




shall no longer be a npart of t1e vmit wren o 0 o050l 00 Tonger be cubject U

this ggreement, unless diligent drildin: opoo i progyens o anitieced

lands not cntitled to participetion cnocnob b i prary, 1 which cvent ald R
such lands shall remain cubjoct hereto o ‘ o e dard U g operationn .
are continued diligently, with unt more teer - cbavst ame clapsing betw on the

completion of one nuch woll and the Com e et T Gl Lext guch weil. Al) legal

subdivisions of lands not cntitled to be in o rarticipaling area within 10 years
after the effective date ol the first initiai participating area approved underp
this agreement shall be automatically elivinntel from this agreement as of said
tenth anniversary. A1l lands proved productive by diligent drilling operations
after the aforesaid f{ive-ycar period shall becdme participating in the ssme
manner as during said five-year period. lHowcver, when such diligent drilling
operations cemase, all non-participating lands chall be nugomatically eliminated
effective as of the 91st day thereafter. ‘the unit opa;ator shall within 90 days
after the effective date of any elimination lir-reunder, describe the area so eli-

minated to the satisfaction of the Supervisor and the Land Commissioner and

promptly notify all parties in interest.

If conditions warrant zxtension of tli- teun-year period specified in this
subsection 2 (e¢), a singie extension of not to rxcecd two yecars may be acconplished
by consent of the owners of 90% of the working interests in the current non-parti-
cipating unitized lands and thae owners of €0% ol the basic royalty intecrests

{exclusive of ‘the basic royalty interests of the United States) in non-participating

unitized lands with approval af the Dircctor and Lund Commissioner, providei such
ion is submittcd to the Dircctor and the Land Commissioncr not
later then 60 days prior to the cxpiration of .mid ter-ycar period.

Any expansion of the unit area pursuant to Lhis section which embrac:s
lands theretofore eliminated sursuant to thi.: civuection 2 (e) shall not be con-

sidered automatic commitment or recommiiment of such lands.

3. UNITIZED LAND AND UNITIZLD SUBSTAI'ES.  All land committed to this

agreement shall constitute land referrcd te horein as "unitized land" or "lad
subject to this agrecment." 111 oil and gne in any and all formations of tae
unitized land are unitized under the terms ot this agreement and herein are called

“anitized substances.™

4, UNIT OPEKATOR. Coronado Exploration Corp.

is hereby designated a:n Unit Operator and b L i-oainre heroto as Unit Cperator




agrees and consenls to accepl th dulies nnd obligations of Unit Oparator ‘or the

discovery, development, and production of uniiized substances as herein provided.
J 3 *

Whenever reference is made herein to the Unit Operator, such reference means the

3 J ¢ P T
ting in the copaci
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Unit Operator = and ot as an owner of interest in un:tized
substances, and the term "working-interest owner' when used shall include or
refer to Unit Operator as the owner of a. working inlerest when such an intnrest

is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPEFATOR. Unit Operator shall have the

right to resign at any time prior to the establishment of a participating area or
areas hereunder, but such resignation shall not bvecome effective so as to release
Unit Operator from the duties and obligations of Unit Operator and termina:e Unit
Operator's rights as such for a period of six (6) months after notice of intention
to resign hus been served by Unit Operator on all working-interest owners nnd the
Supervisor and the Land Commissiocner, and until all wells then drilled hereuﬁder
are placed in a satisfactory conditions for suspension or abandéonment whichever is
required by the Supervisor as to Federal lands and the State Division as to State
and privately owned 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 expira*ion of said period.

Unit Operator shall have the right to resign in like manner and subje:t to
like limitations as above provided at any time a participating zrea established
hereunder is in existencé, but, in all instances of resignation or removal, until
a successor unit operator is selected and approved as hereinafter provided, the

.

~orking-interest owners shall be intly responsible for performance of th2 duties

of , and shall not later than *0 days before such resignation or re-

moval becomes effective appoint a common agent ito represent them in any action to
be taken hereunder.

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

Tte Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder. be subiect to remnwal hy the come poriinlags vuie

of the owners of working interests as herein providecd for the selection of a new

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

and the Land Commissioner.




The resignntion or reanval of Uait O oo unider this agrecment chal .
not terminate its right, title. or intercst a0 he omer of n working internst or
other interest in unitized substancces, vt upar Lhe resignation or removal o & Unit -‘”
Operator beceming cofrective, such Unit Oporator shell deliver pos:tession of all
wells, equiprent, materials, and appartonmcc o aned in conducting the wndt opera-

tions to the new duly qunlifi«-d successor Unit Operator or to the common agent,

if no such new Unit Operator is clected, to bt ured for the purpose of conducting
unit operations hereunder. Nothing herein :hall L~ construed as authorizing re-
moval of any material, eguipment, and appurtcenances neededa for the precservation of
any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Gperator shall tender his

or its resignation as Unit Operator or shall be rcmoved as hereinabove provided,
or a change of Unit Operator is negotiated by working-interest owners, the owners
of the working intcrests in the participating nrea ar areas accerding to thelr re-
spective acreage interests in such participating area or arecas, or until a parti-
cipating‘area shall have becn established, the owners of the working interests
according to their respective acrcage interaests in 4ll unitized land, shall by |
majority vote select a successor Unit Operator: DIrovided, That, if a majority

but less than 75 per cent of the working interests gqualifi=d tc vote are owned by

one party to this agreement, a concurring vote of one or more additiconal working
interest owners shall be reguired te select a new onerator. Such e
not become effective until o

(a) a Unit Operator sc selected shall accropt in writing the duties and

responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Supervisor and approved
by the Land Commissioner.

If no successor Unit Operator is selccted and qualified as herein provided,
the Director and the Land Commissioner, at their election, may declare this unit
agreement terminated.

7. ALCOUNTING PROVISIONS AND UNIT OPCRATING AGREEMENT. If the Unit Operator

25 u0v lhe oulie uwaer ol WOrKlrg interests, costs, and expenses incurred by Unit

Operator in conducting unit opcrations hercunder shsll be paid and apportioned

among and vorne by the ouwners ¢f working interents, all in accordance with the : ‘-~’!
agreement or agrcements enterec into by and v-tween Lhe Unit Operator and the

owners of working intcrests, whether one or more, soparately or collectively., Any

agreement or agreements entered into botwern the workiug-interest owners aad the




Unit Operator as provided in 'hic sccticon, hether one or more, are herein referred
to as the "unit operating sgreement.” 5Such init operating agreement chall alra
provide the manner in which the working-interost owners shall be entitled to re-

~loem
J H

~ -8
...... ETEAT P O O )

the Lenefits aceruing '
hereto in conformity with their underlyinp operating agreements, leases, or other
independent contracts, and such other rights and obligations as between Unit Operator

and the working-interest owners as may be oarreed npon by Unit Operator and the
working-interest owners; however, no such unit operating agreement shall se deemed

either to modify any of the terms and conditions of this unit agreement or to re-

lieve th2 Unit Operator of any right or obligation established under this unit

agreement, and in case of any inconsistency or conflict between this unit agreement

and the unit operating agreement, this unit agreement shall govern. Three true :

copies of any unit operating agreement executnd pursuant to this secction shouid :
be filed with the Supervisor and one true copy with the L#nd Ccmmissioner, prior to
approval of this unit agreement. :

8. RIGHTS AND OBLIGATIONS OF UNIT OPEUNATOR. Except as otherwise specifically

provided herein, the exclusive right, privilege and duty of exercising any and all

rights of the parties hereto which are necessary or convenient for prospec:ing for, i ’

producing, storing, allocating, and distributing the unitized substances are here-
by delegated to and shall be exercised bj the Unit Operator as herein provided.
Acceptable evidence of title to sgid rights shall ve deposited with said Unit Opera-
tor and, together with £his agreement, shall constitute and define the rights,

privileges, and cbligations of Unit Operator. MNothing herein, however, shall be

construed to transfer title to anyvland or to any lease or operating agreenent,

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.

9, DERILLING TO DISCOVERY., Within six (6) months after the effective date

hereof, the Unit Operator shall begin to drill an adequatc test well at a “ocation
approved by the Supervisor, if on Federal land, or by the Land Commissione:, if on
State land, or by the Division if on fee land unless on such effective date a
well is being drilled confornably with the terms hereof, and thereafter econtinue

such drilling diligently un*1 the BASEMENT GRANITE HAS BEEN PENETRATED AND ALL

BEDS OF YOUNGER AGE HAVE BELN TESTED : or unt.l at a

lesser depth unitized substances shall be discovered which can be produced in paying
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quantities (to-wit: quantities c.fficient ‘< repay the costs of drilling, complet-
ing and preducing operations, with a resvonibie profit) or the Uait Operator shall,
at any time, establish to Lhke satisfaction or the Supervisor if on Federal land, or
the Land Commissioner if on State land, or tie Division if on Fee land thet further
drilling of said well would be unwarrantei or impracticable; provided, hovever, that
Unit Operator shall not, in any event, te required to drill said well to & depth

<

in excess of 4,500 feet. Until ithe niscovery of a deposit of unitized

substances capable of being produced in paying quaptities. the Unit Operator shall
continue drilling diligently one well at a iime, allowing not more than six (6)
months between the completicn of one well and the beginning of the next well, until
a well capable of producing unitized substances in paying quantities is completed

to the satisfaction of said Supervisor if it be on Federal land or of the Land
Commissioner if on State lard, or the Division if on fee land, or until it is rea-
sonably proved that the uritized land is incapable of ﬁ}oducing unitizec substances
in paying quantities in the formations drilled hereunder. Nothing in thic section
shall be deemed to limit the right of the Unit Operator to resign as provided in
Section 5 hereof, or as reguiring Unit Operalor to commence or continue ary

drilling during the period rending such resignation becoming effective in order to

" comply with the requirements of this section. The Director anid Land Commissioner

may modify the drilling requirements of this section by grantiag reasonable exten-
sions of time when, in their opinion, such action is warranted.

Upon failure to commence any well provided for in this section withir the
time allowed, including any extension of time granted by the Supervisor ard th

~
rrais

Land Commissioner, this agreement will automatically terminate; upon failure to

(e}

ontinue drilling diligently any well commenced hereunder, the Supervisor and Lhe
Land Commissioner may, after 15-days notice to the Unit Operator, deciare this

unit agreement terminated.

40. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months after

compleation of a well capable of producing unitized substances in paying quantities,
the Unit Operator shall submit for the approval of the Supervisor, the Land
Commissioner, and State Division an acceptable plan of development and operation

for the unitized land which, when approved by the Supervisor, the land Commissioner,
and State Division, shall constitute the further drilling and operating obligétions

of the Unit Operator under this agreement for the period specified therein. Thereaftef

from time to time before the expiration of any existing plan, the Unit Operator shall




quantities (to-wit: quantitics ¢ .fficient ‘o repay the costs of dritling, complet-

ing and producing operations, with n resvonnsbio profit) or the Uni: Operator shall,

at any time, establish to the satisfactiecn or the Supervisor if on VFederal land, or

the Land Commissioner if on State land, or the Division 1f on ¥Fee land that further

drilling of said well would be unwarranted or impracticable; provided, hovever, that
S

Unit Operator shall not, in any event, te required to drill said well to & depth

in excess of  %,5C0 feet. Uatil the discovery of a depesit of unitized

substances capable of being produced in paying quagtities, the Unit Operator shell
continue drilling diligently one well at a iime, allowing not more than six (6)
months between the completicn of one weli and the beginning of the next well, until
a well capable of producing unitized substances in paying quantities is ccempleted

to the satisfaction of said Superviscr if it be on Federal land or of the Land
Commissioner if on State lard, or the Division if on fee land, or until it is rea-
sonably proved that the uritized land is incapable of ﬁ}oducing unitize¢ substances
in paying quantities in the formations drilicd hereunder. Nothing in this section
shall be deemed to limit the right of the Unit Operator toc resign as provided in
Section 5 hereof, or as requiring Unit Cperalor to commence or continue ary )
drilling during the period rending such resignation becoming effective in order to
comply with the requirements of this section. The Director ani Land Commissioner
may modify the drilling requirements of this section by grantiag reasonable exten-
sions of time when, in their opinion, such aciion is warranted.

Upon failure to commence any welil providcd for in this section withir the
time allowed, including any extension of time granted by the Supervisor ard the
Land Commissioner, this agreement will automatically terminate; upon failure to
continue drilling diligently any well commenced hereunder, the Supervisor and the
Land Commissioner may, after 15-days notice to the Unit Operator, declare this

unit agreeuient terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months after

compleation of a well capable of preoducing unitized substances in paying cuantities,
the Unit Operator shall submit for the approval of the Supervisor, the Land
Commissioner, and State Division an acceptaeble plan of development and operation

for the unitized land which, when approved by the Supervisor, the lLand Cormissioner,
and State Division, shall constitute the further drilling and operating obiigations

of the Unit Operator under this agreement for the period specified therein. Thereafter

from time to time before the expiration of any existing plan, the Unit Operator shall
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submit for the approval of the Supervisor, the fand Commissioner, end State Division
a plan for an addjtional specified period for tie development and operation of the
unitized land.

Any plan submitted pursuant to this section :hall provide for the explora:ion
of the unitizec area and for the diligent driljine necessary for determination of
the area or areas thereof capable of producing nnitized substunces in paying
quantities in each and every productive formation and shall bte as complete and
adequate as the Supervisor, the lLand Commissioner, and State Division may determine
to be necessary for timely develupment and proper conservation of the 0il and ;1as
resources of the unitized area and shall:

(a) specify the number and locations of any wells to be drilled and the
proposed order and time for such drilling; and

(b) to the extent practicalble specify the operaling practices regarded as -

[ ]
necessary and advisable for proper conservation of nalural resources. Separate

plans may be submitted for sep

the Supervisor, the Land Commissioner, and State Division.

Plans shall be modified or supplemented when necessary to meet changed conditions.

or to protect the interests of all parties to this agreement. Reasonable diligence

shall be exercised in complying with the obligations of the approved plan of develop-

Ao
i s s

ment. The Supervisor and the Land Commissioner are authorized to grant a reasonable

cxtension of the six-month perlod herein prescribed for submission of an initiai

plan of development where such action is justified because of unusual conditions : i
or circumstances. After completion hereunder of a well capable cf producing any ]
unitized substance in pavin ies, no further wells, exccpt such as may he

necessary to affbrd protection agaigst operations not under this agreement and such

as may be specificélly approved by the Supervisor, the Land Commissioner, and State

Division, shall be drilled except in accordance with a plan of development approved

: as herein provided.

! 11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of pro-
ducing unitized substances in paying quantities or as soon thereafter as required by
the Supervisor, the Land Commissioner, or the State Division, the Unit Operafor
shall submit for approval by the Supervisor, the Land Commissioner, and State
Division a schedule, based on subdivisions of the public-land survey or aliguot

parts thereof, of all land then regarded as reasonably proved to be productive in

paying quantities; all lands in said schedule on aprroval of the Supervisor, the

Land Commissioner, and State Division to constitute a participating area, ef’ective

-9-




as of the date of completion of such well or the oifective date of thiis unit agreement,
whichever is later. ''he acreages of both Vedernl and non-Federal tands shall bve

based upon appropriate computations from the conrses and distances shown on the last

approved public-land survey as ot the effective duate of cach initial participsting
area. Said schedule shall also sot forih the poreentace of unitized substances to be
allocated as herein provided Lo each troect in the participating area so estavlished,

and sghall govern the allocation of production commercing with the offective date
of the participating area. A separate particijpatinmg area shall be established for
each separate pool or deposit of unitized substances or for any group thereof which
is produced as a single pool or zone, and any Lwo or more participzting areas so
established may be combined into one, on approval of the Supervisor, the Land Commis-
sioner, and the State Division. When production from two or more participating
areas, so established, is subsequently found to be {rom a comnon pool or deposit
said participating areas chall be combined inton one,effectiv;.as of such appropriate
da’e as may be approved or prescribed by the Supervisor, the Land Commissioner, and
Statz Division. The participating area or areas so established shall be revised
from time to time, subject to like approval, to include additional land then regarded.
as reasonably proved to be productive in paying quantities or necessary for unit
operations, or to exclude land then regarded »s reasonably proved not to be productive
in paying quantities and the schedule of allocaticn percentages shall be revised
accordingly. The effective date of any revisicn shall be the firs® of the month in
which is obtained the knowledge or information on vhich such revision is predicated,
provided, however, that a more appropriate effeciive date may be used if justified by
the Unit Operator and approved by the Supervisor. the Land Commissioner, and State .
Division. No land shall be exclﬁded from a participating area on account of de-
pletion of the unitized substances, except that any participating area established
under the provisions of this unit agreement shall terminate automatically whenever all
completions in the formation on shich the participating area is based are abandoned.
It is the intent of this section that a participating area shall represent the

area known or reasonably estimated to be productive in paying quantities; but regard-

less of any revision of the participating area, nothing herein contained shall be

" construed as requiring any retroactive adjustment for production obtained prior to

the effective date of the revision of the parlicipating arez.
In the absence of agreement at any time between the Unit Operator and the
Supervisor, the Land Commissioner, and State Division as to the proper definition

or redefinition of a participatiag area, or uniil « participating area has, or areas



have, been established as provided herein, the portion of all payments affect:d

thereby shall be impounded in a manner mutuall; scceptabtile to the owners of working

b interests uand the Supervigor and the land Commissioner. Royalties due the United ’
States shall be determined by tne Supervisor for rederal lands and the land Commis-

sioner for the State lands and Lhe amount Lﬂureof shull be deposited, and diracted by

the Supervisor and the lLand Commissioner, to be held as unecarned nmoney until a

participating area is finally approved and then applied as earned or returned in

accordance with a determination of the sum due as Federal and State royalty of the

basis of such approved participating area.

Whenever is is determined, subject to the approval of the Supervisor, th2 Land
Commissioner, and State Division that a well drilled under this agreement is ot
capable of production in paying quantities and inclusion of.phe land on which it is
situated in a participating area is unwarranted, production from such well shall,

or the purposes ol seitiement among ail parties other than working-interest owners,

)

be allocated to the land on which the well is located unless such land is alr:ady ' 4
within the participating area extablished for the pool or deposit from which such

production is obtained. Settlement for working interest benefits from such a well

shall be macde as provided in th2 unit operating agreement.

12. ALLOCATION OF PRODUCTTIOi. All unitized substances produced frdm each

ishead =nder this agreement, except any part thereof used in

ormity willi guod operating practices within the unitized area for drilling, opera-
ting, camp, and other production or development purposes, for repressuring or ) ' 1
recycliing in accordance with a 3lan of development approved by the Supervisor, Land

Commissioner, and State Division, or unavoicdable lost, sk~1l1l be deemed to te »ro-~

duced equally on an acreage basis from the several tracts of unitized land of the
participating area established for such production and, for the purpose of de-ermining
any, benefits accruing under this agreement, each such tract of unitized land shall have
allocated to it such percentage of said production as the number of acres of such

tract included in said participating area bears to the total acres of unitized

land in said participating area, except that allocationnof production hereunder

for purposes other than for set®lement of the royalty, overriding royalty, or

payment out of production obligations of the respective working-interest owners,
shall be on the basis prescribed in the unit nperating agreement whether in con-

formity with the basis of allocation herein set forth or otherwise. It is hereby

B AUV
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agreed tha: production of unitiz,.d subsinnecs from o participnting area shall be
allocated as provided herein regardiess of wbether any wells are drilled o1 any
particular part of tract of said participating aren. If any gas produced from

one partic’pating area is us:d for repressiring or recycling purposes in ailother
participating area, the first gas withdraun from such last-mentioned partisipating
area for sale during the life of this agrcement shall be consicdered to Le the gas
so transferred until an amouwnt equal to that transferred shall be so produced for
sale and such gas shall be allocated to the participating area from which initially

produced as such area wag last defined at the time of such finsal produclion.

13. DEVELOPMENT OR OPERATION OF NON-PALRTICIPATING LAND OR FORMATIONS. Any

party hereto owning or controlling the working interest in any unitized land having
thereon a regular well loca:ion may with the approval of the Supervisor and the

Land Commissioner, and the Division as te privately owned land, at such party's

sole risk, costs, and expense, drill a well to test any f;rmation for which a
participating area has not been established or to test any formation for which

a participating area has been established if such location is not within said
participating area, unless within 90 days of receipt of notice from said party of -
his intention to drill the well the Unit Operator elects and commences to drill such
a well in like manner as other wells sre drilled by the Unit Operator under this
agreement.

If any well drilled as sforesaid by a working-interest owner resulits in
production such that the land upon which it is situated may properly bhe incluged
in a participating area, such participating area shall be established or enlarged
as provided in this agreement and the well chall thereafter be sperated by the
Unit Operator in accordance witﬁ the terms ol this agreement and the unit operating
agreement.

If any well drilled as atoresaid by a working-interest owner obtains gro-
duction in quantities insufficient to justify the inclusion of the land upon which
such well is situated in a participating area, such well may be operated and pro-
duced by the party drilling the same subject fto the conservation recuirenents of
this agreement. The royalties in amount or value of production from any such well

shall be paid as specified in the underlying lease and agreementé affected.

1. ROYALTY SETTLEMENT. The United States and sny State and any royalty

owner who is entitled to take in kind a share of the substances now unitized here-
under shall hereafter be entitled to the right to take in kind its share of the

unitized subsiances, and the Unit Operator, or the working-interest owner in case

-1o-




of the operation of a well by a working-inter: st owher as herein provided fo-~ in

special cases, shall make deliverins of such royalty chare taken in kind in :on-

formity witn the applicable conutracts, laws, and regulations.  Settlement for roy- i
alty interest not taken in kiaid shall bu made bty working-interest owners recponsible
therefor under existing contracts, laws, ani r-gulntions, or by the Unit Operator,

on or before the last day of each month for mmitired substances produced during
the preceding calendar month; provided, however, Lhat nothing herein containnd
shall operate to relieve the lessecs of any land from their respective lease obli-
gations for the payment of any royalties duc under their leases.

If gas obtained from lands not subject Lo this agreement is introduced
into any participating area hereuader, for usc in repressuring, st?mulation of
préduction, or increasing ult;nate recovery, in conformity with a plan of opera-
tions approved by the Supervisor and the Land Commissioner, a like amount of gss,
after settlement as herein provided for any gas transferred from any other parti-
cipating area and with appropriate deduction for loss from any cause, may be with-

drawn from the formation into uvhich the gas is introduced, royalty free as to dry

gas, but not as to any products which may be extracted therefrom; provided that

such witbdrawal shall be at such time as may be provided in the approved plan of
operations or as may otherwise be consented to by the Supervisor and the Land
Commissioner as conforming to food petroleum ecngineering practice; and provided
further, that such right of withdrawal shall tcrminate on the termination of this
unit agreemert,

Royalty due the United States shall bec computed as provided in the opurafing
regulations and paid in value or-.delivered in kind as to all unitized substances
on the basis of the amounts thereof allocated to unitized Federal land as provided
herein at the rates specified »n the respective Federal leases, or at such lower

rate or rates as may be author:zed by law or rcgulation; provided, that for Leases

on which the royalty rate depends on the daily average production per well, said
average production shall be determined in accordance with the operating regu.ations
as though each participating area were a single consolidated lease,

Royalty due on account of State lands chall be computed and paid on the
basis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases comnitted

he ~eto shall be paid by working-interest own rr rosponsible thercfor under existing

contracts, laws, and regulations, provided that nothing herein contained shalll

13-
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operate to relieve the lessees of any land from their respective lease obligutions
for the payment of any rental or minimum royalty dw under their leases. Rental

or minimum royalty for lands ot the United States subject to this agreement shall

LA} -~

be paid at the rete specified ‘n the resprctive leases from the United States un-
less such rental or minimum roralily is waived, cuspended, or reduced by law or by
approval cf the Secrctary or his duly authorivod representative.

Rentals on State of New Mexico lands subjent to this agreement shall be
paid at the rates specified in the respective leases.

With respect to any lca:sie on non-Federa! land containing provisions which

‘would terminate such lease unless drilling oprrations are commenced upon the land

covered thereby within the time therein specificd or rentals arc paid for the pri-
vilege of deferring such dril? ng operations, the rentals required thereby shall,
notwithstanding any other provision of this agreement, be deemed to accrue and be-
come payable during the term therecof as extended by this agreement and until the
required drilling operations are commenced upon the land covered thereby or until
some portion of such land is included within a participating area.

-

16. CONSERVATION. Operations hereunder and production of unitized substances

shall be conducted to provide for the most econonmical and efficient reccvery of
said substances‘without waste, as defined by or pursuant to State or Federal law
or regulation.

17. DRAINAGE. The Unit Operator shall tuake such measures as the Supervisor
and Land Commissioner deem appropriate and adequate to prevent drainage of wiltized
substances from unitized land by wells on larnd not subject to this agreement.

8. LEASES AND CONTRACTS CONFOBMED AND EXTENDED. The terms, conditioas,

and provisions of all leases, subleases, and otner contracts relating to exploration,
drilling, development, or operation for oil or gas on lands committed to this agree-
ment are hereby excressly modified and amendrnd to the extent necessary to ma<e the

same conform to the provisions hereof, but otherwise to remain in full force and

effect; and the parties hereto hereby consent that the Secretary, as to Federal
leases and the Land Commissionsr, as to State leases, shall and each by his ap-
proval hereof, or by the approval hereof by his duly authorized representative,

does hereby establish, alter, change, or revoke the drilling, producing, rental,

minimum royalty, and royalty requirements of Fedrral and State lcases committed

hereto and the regulations in respect thercto to conform said requirements ts the

provisions of this agreement, and without limiting the generality of the foregoing,

———
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all leases, subleases, and contrac.s are particnlar'y modified in accordance with

the following:

{a) ‘The develepment and operation of lanis subicct to this agreement under
the terms therof shall be deemed fmll pertormance of a1l obligations for dev:lop-
ment and operation with respec: to cach and cvory scparately owncd tract subject
to this agrecment, fcgnrdloss o! whether thero ic any development of any pariicu-
lar tract of the unit arca.

(b) Drilling and producing operations performed hereunder upon any tract
of unitized lands will be accepted and deemed to be performed upen and for the
benefit of each and every trac: of unitized land, and no lease shall be deemad 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 Secretary and the land Commissioner, or
his duly authorized representa.ive, shall be deemed to constitute such suspeasion
pursuant to such direction or consent as to each and every tract of unitized land.
A suspension of drilling or producing operations limited to specified lands shall
be applicable only to such lanis.

(d) FBach lease, sublease, or contract relating to the exploration, drilling,
development or operation for oil or gas of lands other than those of the United

tates ; W i is agreement, which, by its terms
might expire prior to the termination of this agreement, is hereby extended seyond
any such terms so provided therein so that it shall be continued irn full for:e and
effect for and during the term of this agreement.

(e} Any Federal lease for a fixed term of twenty (20) years or any rznewal
thereof or any part of such lease which is made subject to this agreement shall con-
tinue in force beyond the term provided thercin until the termination hereof. Any
other Federal lease committed hereto shall continue in force beyond the term so
provided therein or by law as o the land committed so long as such lease renains
subject hereto, provided that »roduction is had in paying quantities under tais unit
agreement prior to the expiration date of the term of such lease, or in the z2vent
actual drilling operations are commenced on unitized land, in accordance wita the
provisions of this agreement, orior to the cnd of the primary term of such l=ase
and are being diligently prosecuted at that timr, such lease shall be extendad for

two years and so long thereaft:r as oil or gas is produced in paying quantities in




accordance with the provisions of the Mineral l.casing Act Revision of 1960.

(f) Fach sublease or contract relating o the operation and development of
unitized substances from lands of the Uniled States committed to this agreem:nt,
which by its terms would expire prior to the time at which the underlying lease,

as extended by the immediately preceding paragraph, will expire, is hereby extended

a

beyond any such term so providud therein sc that it shall be continued in full for¢
and effect for and during the term of the underlying lease as such term is herein
extended.

{(g) The segregation of any Federal lease committed to this agreement is
governed by the following provision in the fourth paragraph of Sec. 17 (j) of the
Mineral Leasing Act, as amended by the Act of September 2, 1960 (74 Stat. 781-784):
"Any (Federal) lease heretofore or hereafter committed to any such (unit) Plan em-
bracing lands that are in part within and in part outside of the area covered by
any such plan shall be segrega-ed into separate leases as te the lands committed
and the lands not committed as of the effective date of unitization: Provided
however, that any such lease as to the nonunitized portion shall continue in force
and effect for the term thereof but for not less than twe years from the date of
such segregation and so long thereafter as o0il or gas is producec¢ in paying 1uanti-.
ties."

(h) In the event the Initial Test Well is commenced prior to the expiration
data of the shortest term State Lease within the Unit Area, any lease embracing
lands of the State of New Mexico which is made subject to this agreement, shall

continue in force beyond the term provided therein as to the lands committed hereto

until the termination hereof.

(
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portion of its lands committed hereto, shall be segregated as to the protion com-
mitted and the portion not committed, and the terms of such lease shall apply
serarately to such segregated protions commencing as of the effective date hereof{
provided, however, notwithstanding any of the provisions of this agreement to the
contrary any iease 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 thereiﬁ as to all lands embraced in such lease, if o0il or gas is dis-
covered and is capable of beingg produced in paying quantities from some part of

the lands embraced in such lease at the expiration of the secondary term of such

lease; or if, at the expiration of the secondary term, the leasee or the Unit Opera-

tor is then engaged in bona fide drilling or reworking operations on some part of o

the lands embraced in such lease, the same as to all lands embraced therein, shall l

-16-




remain in full force and effcct so long an eh cperstions are being diligently
prosecuted, and if they result in the producticn oU oll or gasy sald lrase shall
continue in full fprcw and etfest as to a1t ot the Inndo embraced therein, fo long
thereatter as oil or gas in paying guantili-o i bedngg prodaced from auy portion
of said lands.

19,  COYENANLTS KUN WITH LAlU.  'The covensnts herein shall be construcd to be

covenants running with the land with respect to the interest of the partics hereto
and their successors in interest until this apr owent terminates, and any grant,
transfer, or conveyance, or intorest in land or loases sublect hercto shall be and
hereby is conditioned upon the assumption of 21l privileges and obligations hercunder
by the grantee, transferec, or other successor in interest. No sassignment or trans-
fer of any working interest, royalty, or other interest subject hereto shall be
binding upon Unit Operator until the f{irst day of the calendar month after Unit

Operator is furnished with the »riginal, photostatic, or certified copy of the

instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agrecment shall become e¢ffective upon
aprroval by the Secretary and the Land Commissioner or his duly authorized repre-
sentative, and shall terminate five (5) years from said effective date unless

(a) such date of expiration is extended by the Director and the Land Com-

(b) it is recascnably determined prior to the expiration of the fixed term

or any extension therecof that the unitized iand is incapable of production of uni-

tized substances in paying quantities in the formations tested hereuncer and after
notice of intontieon to terminate the agrovmern® orn cuch

Operator to all parties in interest at their last known addresses, the agreenent

is terminated with the approval of the Supervicor and the Land Commissioner, or

{c) a valuable discovery of unitized subistances has been made or
accepted on unitized land during said initial term or any extension'thereof,
in which event the agreement shall remain in effect for such term and so long
as unitized substances are being produced in paying quantities sufficiént to pay
for the cost of producing same from wells on unitized land within any participating
area established hereunder and, should production cease, so long thereafter

as diligent operations are in progress for the restoration of production or

discovery of new production and sc long Lhereafter as unitized substances

so discovered are being produced as aforesaid, or )
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(d) it is terminated ac heretofore provided in this agreement. This agree-
ment may be terminated at eny time by not less that 75 per centum, on an acreage
basis, of the working-interest owners signatory hereto, with the approval of the
Supervisor and the Land Commissioner; notice of any such approval to be given by the
Unit Operator to all parties hereto.

21. RATE OF PROSPECTINIG DEVELOPMENT. AND PRODUCTION. ie Director is

hereby vested with authority to alter or modify from time to time in his descretion
the quantity and rate of production under this agreement when such quantity and

rate is not fixed pursuant to Federal or State law or does not conform to any state-
wide voluntary conservation or allocation program, which is established, recognized,
and generally adhered to by the majority of operators in such State, such authority
being hereby limited to alteration or modification in the public interest, the pur-.
pose thereof and the public interest to be served thereby to be stated in the order
of alteration or modification. Without regard to the foregoing, the Director is
also hereby vested with authority to alter or modify from time to time in his dis-
cretion the rate of prospecting and development and the quantity and rate of pro-
duction under this agreement when such alteration or modification is in thz interest
of attaining the conservation objectives stated in this agreement and is not in
violation of any applicable Federal or State law; provided, further, that 10 such
alteration or modification shall be effective as to any land of the State of

New Mexico, as to the rate ol prospecting and developing in the absence of the
specific written approval thereof by the Commissioner and as to any lands af the Stg
of New Mexico or privately owned lands subject to this agreement as to the quantity

and rate of producilion in ihe absence of speci

[14]

Division.

Powere in this section vested in the Director shall only be exercised after
notice to Unit'bperator and opportunity for hearing to be held not less that 15
days from rotice.

22. APPEARANCES. Unit Operator shall, after notice to other parties affected,
have the right to appear for and on behalf of any and all interests affected hereby
before the Department of the Interior and the Commissioner of Fublic lands and to
avpeal from orders issued uﬁder the regulations of said Department or Land Commis-
sioner or to apply for relief from any of said regulations or in any proceeding§
relative to operations before the Department of the Interior or the Land Commissione
or any other legally constituted authority; provided, however, that any other inter-
ested party shall also have the right at his own expense to be heard in any such
proceeding.

23. NOTICES. All notices, demands, or statements required hereunder to be

given or rendered to the parties hereto shall be deemed fully given if given in

-18-
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writing and personally delivered to the purty or sent by postraid registered or
nail, addressed to such party or parties at their respective sddresses
set forth in connection with the sigpatures hor--to or to the ratification or con-
sent hereof or to such cther alddrens as any cach party may have furnished in writing

to party seniing the notice, armand or statcment,

24, N0 WAIVER OF CERTALN RIGHTS. ilothing in Lhis agreement containcd shall

be construed as a wailver by any party hercto o:f the right to assert any legal or
constitutional right or defense as to the validity or invalidity of any law of the
State wherein said unitized lands are locutsd, or of the United States, or regula-
tions issued thereunder inany way affecting such party, or as a waiver by any such
party of any right beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring the

Unit Operator to commencec or continue drilling or to operafe on or produce unitized
substances from any of the lands covere? by this agreement shall be suspended while
the Unit Operator despite the cxercise of due care and diligence, is prevented from
complying with such cbligaticns, in whole or in part, by strikes, acts of God,
Federal, State, or municipal law or agencies, unavoidable accidents, uncontrollable’
delays in transportation, inability to obtain necessary materialis in open market,
or other matters beyond the recasonable control of the Unit Operator whether similar
to mattefs herein enumerated or not. No unit obligation which i35 suspended under
this section shall become due less than thirty (%0) days after it has becn deter-
mined ﬁhat the suspeusion is po longes appliloavi-:, Determination of creaitable
"Unavoidable Delay" time shall be made by the unit operator subject to approval of
the Supervisor and the Land Commissioner.

26. NONDISCRIMIMNATION. In connection with the performance of work under

this agreement, the operator agr<es to comply with all the provisions of section
202 (1) to (7) inclusive of Fxecutive Order 11246 (30 F.R. 12319), as amended,
which are hereby incorporated by reference ir this agreement.

27. LOSS OF TITLE. 1In the event title Lc any tract of anitized laud

shall fail and the true owner cannot be induced to join in this unit agreement,

such tract shall be automatically regarded as not éommitted hereto and there shall
be such readjustment of future costs and benefits as may be regquired on acccunt of
the loss of sﬁch title. 1In the event of a dispute as to title as to any royalty,
working interest, or other interests subject therecto, payment or delivery or account
thereof may be withhcld without liability for interest until thg dispute is finally

settled; provided, that, as to Federal and State land or leases, no payments of
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funds due the United States or the State of Hew Mexico should be withheld, but
such funds shall be deposited &5 directed by the Supervisor and such funds of the
State of New Mexico shall be depnsiled us directed by Lhe Land Commissioner, to be
»7‘ held as unearncd money pending final settlement of the title dispute, and then
applied as earned or returned in accordance with such final settlement.

Unit Operator as such is relieved from any responsibility for any defect
or failure of any title hereunder.

2&. NON-JOINDER AND SUBSEQUENT JOINDLR. If the owner of any substantial

interest in a tract within the unit area fails or refuses to subscribe or cons2nt

to this agreement, the owner of <he working interest in that tract may withdraw said
tract from this agreement by written notice delivered to the Supervisor, the Land
Cormissioner, the State Divisior , =and the Unit Operator prior to the approval

of this agreement by the Supervisor. Any oil or gas interests in lands within the
unit area not committed hereto prior to submission cof this agreement for final
approval may thereafter be committed hereto by the owner or owners thereof sub-
scribing or consenting to this agreement, and, if the interest is a working interest,
by the owner of such interest also subscribing to the unit operating agreement. .
After operations are commenced hereunder, the right of subseguent joinder, as
provided in this section, by a working-interest owner is subject to such require-
ments or approvals, if any, pertaining to such joinder, as may be provided for in

the unit operating agreement. After final approval hereof, joinder by a non-working
interest owner must be consented to in writing by the working-~interest owner
committed hereto and responsible for the payment of any benefits that may accrue

hereunder in behalf of such non-vorking interest. & non-working interest may not

be committed to this unit unless the corresponding working interest is committed

hereto. Joinder to the unit agr=2ement by a working-interest owner, at any time,

must be accompanied by appropriate joinder to the unit operating agreement, if more .
than one committed working-interest owner is involved, in order for the interest

to bevregarded as committed to tais unit agreement. Except as may otherwise herein

be provided, subsequent joinders to this agreement shall be effective as of the

first day of the month following the filing with the Supervisor, the Land Commissioner,
and the State Division of duly executed counterparts of all or any papers

necessary to establish effective commitment of any tract to this agreement unless
objection to such joinder is duly made within sixty (60) days by the Supervisor,

or the State Division; provided, however, that as to State lands all subsequent

Joinders must be approved by the Commissioner.
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29. COUNTERPARTS. This agreenent wmay e exceonted in any number of counter-
parts no one of which needs tc bt executed by 21l parties or may be ratifier or
consented to by scparate instruwsent in writing spocifically referring heretc and
shall be binding upon all tho:re parties vho have exccuted such a counterpart, rati-
fication, or consent hereto with the same force and effeet as if all such porties

had signed the same document end regurdlecs of whether or not it is executed by all
other parties owning or claiming an interest in the lands within the above-described
unit area.

70. SURRENDER. HNothing in this agrecment shall prohibit the exercise by any
working-interest owner of the right to surrender vested in such party by any lease,
sublease, or operating agreerent as to all or uny part of the lands covered thereby,
provided that each party who will or might acquire such working interest by such
sirrender or by forfeiture as hereafter sct {orth, is boune by the terms of this
agreement.

If, as a result of any such surrender, the working interest rights as to
such lands become vested in any party other than the fee owner o the unitized sub-
stances, said party may forfeit such rights and further benefits from operation ‘
hereunder as to said land to the party ncxt in the chain of title who shall be and
become the owner of such working interest.

If, as the result of any such surrendcr or forfeiture, working interest rights
become vested in the fee owner of the unitized substances, such owner may:

£aN Al .
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the unit operating agreement; or

(2) Lease the portion of.such land as is included in a participating area
established hereunder subject to this agreement z2nd the unit operating agreement.

| (3) Provide for the iniependent operation of ary part of such land that are
not then included within a participating area established hereunder.

If the fee owner of the unitized substances does not accept the working-
interest rights subject to this agreement and the unit operating agreement oc lease,
such lands as above~provided within six (6) months after the surrendered or for-
feited working-interest rights become vested in tge fee owner, tre benefits and
obligatione of operations accriing to such lands under this agreement and th: unit
operating agreement shall be shared by the remaining owners of unitized working
interests in accordance with their respective working interest ownerships, and

such owners or working interes:.s shall compensate the fee owner cf unitized sub-

~21-
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stances in such lands by payinj; sums equal ‘o the pentals, minimun royalties, and

royalties applicable to such lands under the lense in effect when the lands were

% unitized.

‘e An appropriate accounting and seltlonent chall be made, for all benefits

: accruing to or payments and expenditures moaic or incurred on behalf of such curren-
dered or forfeited working interest subscguent to the date of surrender or ferfeiture,
and payment of any moneys found to be owing Ly ouch an accounting shall be mede as

between the parties within thirty (20) days. I(n the event no unit operating agree-
ment is in existence and a mutually acceptablc agreement between the proper parties
thereto cannct be consummated, the Supervisor may prescribe such reasonable end
equitable agreement as he deems warranted under the circumstances.

The exercise of any right vested in a working-interest owner to reassign
such working interest to the purty from whom obtained shallehe snbject to the.same
conditions as set forth in this section in regard to the exercise of a right to
surrender.

31. TAXES. The working-interest owners shall render and pay for their ac-
count and the account of the rcyalty owners all valid taxes on or measured by the
unitized substances in and under or that may be proauced, gathered, and sold from
the land subject to this contract after the effective date of this agreement, or
upon the proceeds derived therefrom. The working-interest owners on each trzct
shall and may charge the proper proportion of said taxes to the royalty owners
having snterests in said tract, and may currently retain and deduct sufficiert of
the unitized substances or derivative producis, or net proceeds thereof from the
allocated share of each royalty owner to securc reimbursement for the taxes so paid.
No such taxes shall be charged to the United States or the State of New Mexico or
to any lessor who has a contract with his lessor who has a contract with’his lessee

which requires the lessee to pzy such taxes.

32. NO PARTNERSHIP. It is expressly agrecd that the relation of the parties‘

hereto is that of independent contractors and nothing in this agreement contzined,
expressed, or implied, nor any operations conducted hereunder, shall create cr be

deemed to have created a partnership or association between the parties hereto or

any of them.

33. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working-

interest owners, nor any of thcm, shall be subjoct to any forfeiture, terminztion,

or expiration of any right hercunder or under any leases or contracts subject hereto,




or to any peaal.ty or lintality on ecount oo oo thitare in o whole or in part

to comply with any applicable proavicions treer- 0t e extent that the soid Unit

erator or the working-interect ovners, o oo 5 thee ) onre hindered, deiayed, or
) J '

prevented from conmpliying therewith by oo oa st o Lthe Unit Operator to

obtain, in the exercise of due diiigence, '+ - . vrence of proper representstive
proj 1 s

of the United States and proper vrepresentat .. trae Stnte of How Mexico in and

about any matbters or Lhings conuorniag wnioi i veguired here.n thal such cone-
currence be obtained. The partics hercto, inctaing the Htate Division, agree
that all powers and authority vested in the Dt Division in and by any provi-

sions of this agreement are vested in the otale Division and shall be exercised

by it pursuant to the provisions of the laws ol the Otate of tlew Mexico and subject

in any case to appeal or judicial review as mny new or hercafter be provided ty the
laws of the State of New Mexico.

34, SURFACE AND EHVIROHMENTAL PROPECTION OTHPULATIRNS. llothing in this

agreement shall modify or chanpge either the vp-ind Foderal lease stipulations re-
lating to surface management or such special l'vieral Lease stipulations relating
to surface and environmental protection, atiached to and made a part otf, Oil snd
Gas Leases covering lands within the Unit Arca.

IN WITNESS WHEREOF, the parties hercetc have caused this agreement to he

executed and have set opposite their respective name: the date of execution.

ATTEST:

Address:

GiIT OFERATOR

STATE OF New Mexico )
) ss
COUNTY OF )
The foregoing instrument was acknowledged ve:fore me this day of
' 19 ) b)’ whe 1is

of

(State of Inccrp.)
corporation, for and ou behall of said Corporation.

My Commission Expires:

Hiotary Public
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ROUGH STATE OF NEW MEXICO
,; ENERGY AND MINERALS DEPARTMENT
. dr/ OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING M
. CALLED BY THE OIL CONSERVATION
i . DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO, 7031
Order No, A”Lf‘/?O

APPLICATION OF CORONADQ_EXPLORATION CORP.
FOR APPROVAL OF THE MESA LEON

f’NIT AGREEMENT, CUADA ”PEOUNTY, NEW MEXICO.

ORDER OF THE DIVISION

| oL
\\\ BY THE DIVISION:
This cause came 6i for hearing at 9 a.m. on October 1 y
19_80 , at Santa Fe, New Mexico, before Examiner Daniel S. Nytter b
NOW, on this day of October y 1980 , the

Division Director, having considered the testimony, the record,

and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Division has jurisdiction of this cauze and the subject

matter thereof.

(2) That the applicant, Coronado Exploration Corp. ’
seeks approval of the Mesa Leon Unit Agreement
15,481.40 |
i covering Frr68e— acres, more or less, of State, Federal

- e

'and Fee lands described as follows:

GUADALUPE COUNTY, NEW MEXICO

-r.w»sms % NORTH, RANGE 1T EAST, aMPM
“",: NN?V# M S/,f
g‘cggonsj Gl 8: AN
/o N Y4
SecHon ¥: xe/m and &z
Sechions 9 MM»,): 17: 81/
(3) That al lans of development and operation and creationfp,

expansions, or c¢gntractions of participating areas or expansions

or contractions pf the unit area, should be submitted to the

Director of the Ppivision for approval.

sechion 18: &lr ’ |

Sections 4‘.4...1]. 2s:Al
Section ¢ -~

: Secdion 24 awd Suild
e . o Seckions 37,23, &~d 27: RIl
' ﬁuf?k]o:é/»
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(4) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area.

IT IS THEREFORE ORDERED:

(1) That the Mesa Leon ] - Unit Agreemehnt

is hereby approved.

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

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

(4) That all plans of development and operation, all unit
participating areas and expansions and contractions thereof, and
all expansions or contractions cf the unit area, §ha11 be
submitted to the Director of the 0il Conservation Divisicn for
approval.
|

(5) That this order shall become effective upcn the approval

of said unit agreement by the Commissioner of Public Lands for
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State of New Mexico and 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 Division immediately in writing of such
termination.
(6) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.
DONE at Santa Fe, New Mexico, on the day and year herein-

above designated.




