CERTIFICATION--DETERMINATION

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

A. Approve the attached agreement for the development and
operation of the Omega Unit Area, State of New Mexico.

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

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

Iy

Dated

0il and Gas Supervisor, United States Geological Survey

Contract Number

™ BEFORE EXAMINER STAMETS |
OIL CONSERVATION COMMISSION

AP T By HIET NO. Eg
| CASENC. 5§31 sBoe §% 59

Submitted by \ gmPe it

LI,
Hearing Date___, P'; 1
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USNIT AGREEMELT
FOR THE DEVELOZMENT AND OPERATION
OF THE
OMEGA UNIT AREA
COUNTY OF CATRON
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 20th day of December, 1976,
by and between the parties subscribing, ratifying, or coansenting hereto,
and herein referred to as the "parties hereto,”

WITNESSETH:

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

WHEREAS the 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 representatives 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 pool, 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 advisable in the public
interest; and

WHEREAS, the Coumissioner of Public Lands of the State of New Mexico
is authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes
1953 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
interests of the State of New Mexico; and

WHEREAS, the 0il Conservation Commission of the State of New Mexico
is authorized by an Act of the Legislature (Chapter 72, Laws of 1935, as
amanded by Chanter 193, Laws of 1937, Chapter 166, Laws of 1941, and
Chapter 168, Laws of 1949) to approve this agreement and the conservation
provisions hereof; and

:2reto hold sufficienr intevests in the Omega
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effective control of coperations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural

resources, prevent waste, and secure other benefits obtainable through
development and operation of the area subject to this agreement under the
terms, conditions, and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their
respective interests in the below-defined unit area, and agree severally
among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of

February 25, 1920, as amended, supra, and all valid pertinent regulations,
including operating and unit plan regulations, heretofore issued thereunder
or valid, pertinent, and reasonable regulations hereafter issued thereunderx
are accepted and made a part of this agreement as to Federal lands, pro-

vided such regulations are not incomsistent with the terms of this agree-

ment; and as to State of New Mexico 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 of New Mexico are hereby accepted and‘made a part of this
agreement.

2. UNIT AREA. The area specified on the map attached hereto marked
Exhibit A is hereby designated and recognized as constituting the unit
area, containing 35,195.89 acres, more or less.

Exhibit A shows, in addition to the boundary of the unit area, the

boundaries and identity of tracts and leases in said area to the extent

known to the Wnit 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 schedule or map shall be con-

strued as a representation by any party hareto as to the ownership of any
interest otner than such intarest or interests as are shown in said map or

11

schedule as ownad by such party. Exhibits A and B shall be revised by the

[

Unit Upzrator whenaver changes in the unit area render such revisiom

nacessary, or when rcquaested by the 0il and Gas Supervisor, hereinafter

referred to as ''Supervisor”

, or when requasted by the Commissioner of
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Public Lands of the State of New Mexico, hereinafter referred to as 'Land
Commissioner", and not less than five (5) copies of the revised exhibits
shall be filed with the Supervisor, and two (2) copies thereof shall be
filed with the Land Commissioner and one (1) copy with The New Mexico 0il
Conservation Commission, hereinafter referred to as "Conservation
Commission."

The above-described unit area shall when practicable be expanded to

N

A

6
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/

include therein any additional lands or shall be contracted to exclude lands §

whenever such expansion or contraction is deemed to be necessary or advis-
able 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," after pre-

liminary concurrence by the Director, or on demand of the Land Commissioner

but only after preliminary concurrence by the Director and the Land
Commissioner, 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 a2 month subsequent to the date of notice,

(b) Said notice shall be delivered to the Supervisor, the Land

Commissioner and the Conservation Commission, and copies thereof mailed
to the last known -address of each working interest owner, lessee, and
lessor whose interests are affected, advising that thirty (30) days will
be allcowed for submission to the Unit Operator of any objections.

(c) VUpon expiration of the thirty (30) day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Supervisor,
Land Commissioner and Conservation Commission evidence qf mailing of the
notice of expansion or contraction and a copy of any objections thereto
which have been filed with the Unit Operator, together with an application
in sufficient number, for approval of such expansion or contraction and
with appropriate joinders.

A

(d) After du

th

consideration of all pertinent information, the expan-
sion or contraction shall, upon appreoval of the Supervisor, the Land

Cormissioner and Consarvation Conmmission, b2come effective as of the date

re

prescribed in the notice thereo
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(e} All legal subdivisions of lands (i.e., 40 acres by Government
survey or its nearest lot or tract equivalent; in instances of irregular
surveys unusually large lots or tracts shall be considerad in multiplas of
forty (40) acres or the nearest aliquot equivalesnt thevreof), no parts of
which are entitled to be in a participating area on or before the fifth
anniversary of the effective date of the first initial participating area
established under this unit agreement, shall be eliminated automatically

from this agreement, effective as of said fifth anniversary, and such lands

.

o

his agreement, unless diligent drilling operations are in progress on uni-
tized lands not entitled to participation on said fifth anniversary, in
which event all such lands shall remain subject hereto for so long as such

drilling operations are continued diligently with not more than ninety (90)

days' time elapsing between the complation of one such well and the commence-
ment of the next such well. All legal subdivisions of lands not entitled to

be in a participating area within ten (10) vears after the effective date of

the first initial participating area approved under this agreement shall be
automatically eliminated from this agreement as of said tenth anniversary.
All lands proved productive by diligent drilling operations after the
aforesaid five-year period shall become participating in the same mazaner

as during said five-year period. However, when such diligent drilling
operations cease, all nonparticipating lands shall be automatically

eliminated effective as of the ninety-first (91st) day thereafter. The

o

Unit Operator shall within ninety (90) days after the effective date of any
elimination hereunder, describe the area so eliminated to thie satisfaction
of the Supervisor and thz Land Commissioner and promptly notify all parties
in interest.

If conditions warrant extension of the ten-vear period specified in
this subsection 2(e), a single exteasion of not to exceed two (2) years

may be accomplished by consent of the owners of ninety {(90) psrcent of the

working interests in the current nomnparticipating unitized lands and the
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cent of the basic royalety interests (xclusive of
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unizized lands with cpproval of the Director and the Laad Cernmission2r

provided such extension zpplication is submittad to the Dirvectov and the
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shall no longer be a part of the unit area and shall no longer be subject to 9
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Land Commissionar not later than sixty (60) days prior to the expiration of 1
said ten-year period. 2

Any expansion of the unit area pursuant to this section which embraces 3
lands therstofore eliminated pursuant to this subsection 2(e) shall not be 4
considered automatic commitment or recommitment of such lands. 5

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to‘this 6

agreement shall constitute land referrad to herein as "unitized land" or 7
"land subject to this agreement.'" All oil and gas in any and all formations 8
of the unitized land are unitized under the terms of this agreement and 9
herein are called "unitized substances." 10

4, UNIT OPERATOR. TransOcean 0il, Inc. is hereby designated as Unit 11

Operator and by signature hereto as Unit Operator agrzes and consents to 12
accept the duties and obligations of Unit Operator for the discovery, 13
development, and procduction of unitized substances as herein provided. 14
Whenever referenca is made herein to the Unit Operator, such reference 15
means the Unit Operator acting in that capacity and not as an owner of 16

interest in unitized substances, and the term "working interest owner' when 17
used herein shall include or refer to Unit Operator as the owner of a 18

working interest when such an interest is owned by it. 19

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have 20
the right to resign at any time prior to the establishment of a partici- 21
pating area or areas hereunder, but such resignation shall not become 22
effective so as to release Unit Operator from the duties and obligations of 23
Unit Operator and terminate Unit Operator's rights as such for a period of 24
six (6) months after notice of intention to resign has been served by 25
Unit Operator on all working interest owners, the Supervisor, the Land 26
Commissioner and Conservation Commission, and until all wells then drilled 97

hereunder are placed in a satisfactory condition for suspension or aban- 28

donment whichever 1s required by the Supervisor as to Federal lands and by 29
the Conserv;tion Comnmission as to State lands unless a new Unit Operator 30
shall have been selected and approved aznd shall have taken over and assumed 31
the dutias and obligatiocns of Unit Cperator prior to the cexpiration of said 32
period. 33

Unic Operator shall have the right to resign in like manner and subject34

to like limitations as above provided at any time a participating area 35
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established hereunder is in ewistence, but, in all instances of resignation

or removal, until a successor Unit Operator is selected and approved as

hereinalfter provided, the working interest owners shall be jointly responsi-

ble for performance of the duties of Uanit Oparator, and

n

hall aot later than

13

4

thirty (30) days before such resignation or removal becomes effective appoint$5

a common agent to represent them in any action to be taken heraunder.

The resignation of Unit Operator shall not release Unit Operator from
any liabilitcy for any default by it hereunder occurring prior to the effec-
tive date of its resignation.

The Unit Operator may, upon default or failure in the performance of
its duties or obligations hersunder, 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 ramoval shall be effective
upon notice thereof to the Supervisor and the Land Commissioner.

Tha resignation or removal of Unit Operator under this agreement
shall not terminate its right, title, or interest as the owner of a working
interest or other interest in unitized substances, but upon the resignation
or removal of Unit Operator becoming effactive, such Unit Operator shall
deliver possession of all wells, equipment, materials, and zppurtenances
used in conducting the unit operations to the new duly qualified successor

Unit Operator or to the common agent, if no such new Unit Operator is

elected, to be used for the purpose of conducting unit operations hereunder.

Nothing herein shall be construed as authorizing removal of any material,
equipment and appurtenances needed for the preservation of any welis.

6. SUCCESSOR UNIT OPERATOR. Whenever 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 area or

1

areas according to their respective acreage interests in such participating

[l

. . 5 \ IR
area or areas, or, until a participating area shall have been established,

the ownurs of the working interests according to their respeciive acreage

Unit Operator: Provided, That, if a majority but less than seventy-tive
(75) percent of the working interests qualifiad to vote are owned dvY ong

party to this agreement, a concurring vets of one or more additional
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working interest owners shall be required to select a new operator. Such

selection shall not become effective until:

(a) A Unit Operator so selected shall accept in writing the duties and

responsibilities of Unit Operator, aad

(b) The selection shall have been approved by the Supervisor.

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

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit

Cperator is not the sole owner of working interests, costs and expenses

incurred by Unit Operator in conducting unit operations hereunder shall be

10

11

paid and apportioned among and borne by the owners of working interests, all}l?

in accordance with the agreement or agreements entered into by and between

the Unit Operator and the owners of werking interests, whether one or more,

separately or collectively., Any agreement or agreements entered into
between the working interest owners and the Unit Operator as provided in

this section, whether one or more, are herein referred to as the "unit

operating agreement.' Such unit operating agreement shall also provide the

manner in which the working interest owners shall be entitled to receive

their respective proportionate and allocated share of the benefits accruing

hereto in conformity with their underlying operating agreements, leases or

other independent contracts, and such other rights and obligations as

between Unit Operator and the working interest owners as may be agreed upon

by Unit Operator and the working interest owners; however, no such unit
operating agreement shall be deemed either to modify any of the terms and

conditions of this unit agreement or to relieve the Unit Operator of any

right or obligation established under this uait agreement, and in case of
any inconsistency or conflict between this unit agreement and the unit
operating agreement, this unit agreement shall govern., Three (3) true
copies cof aﬁy unit operating agreement exacuted pursuant to this section
should be filed with the Supervisor and one (1) true copy with the Land

£ this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise

spacifically provicded herain, the exclusive right, privilege, and duty of

exercising any and all rights of the parties hereto which are necessary or

13
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convenient for prospecting for, producing, storing, allocating, and distri- 1

butingz the unitized substances are hereby delegaced to and shall be

i~

exercisaed by the Unit Operator as herein provided. Acceptable evidence of 3
title to said rights shall be deposited with said Uanit Opervator and, 4

together with this agreement, shall constitute and define the rights, privi-

W

leges, and obligations of Unit Operator. WNothing herein, however, shall be

n

construed to transfer title to any land or to any lease or operating

~

agreement, it being understood that under this agreement the Unit Operator, 8
in its capacity as Unit Operator, shall exercise the rights of possession 9
and use vested in the parties hereto only for the purposes herein specified.](

9., DRILLING TO DISCOVERY. Within six (6) months after the effective 1}

date hereof, the Unit Operator shall begin to drill an adequate test well 12

~

at a location approved by the Supervisor if on Federal land, or by the 13
Land Commissioner if on State Land, or by the Conservation Commission if on 1%
privately owned land, unless on such effactive date a well is being drilled 15
conformably with the terms hereof, and thereafter continue such drilling 16
diligently until the basement complex has bean penstrated thirty (30) feet 17
or until at a lesser deptH unitized substances shall be discovered which 18
can be produced in paying quantities (to wit: quantities sufiicient to 19
repay the costs of drilling, completing, and producing operations, with a 20
reasonable profit) or the Unit Operator shall at any time establish to the 2]

satisfaction of the Supervisor if on Federal land, of the Land Commissioner 22

if on State land, or of the Conservation Commission if on privately owne 23
land, that further drilling of said well would be unwarranted or impracti- 24
cable, provided however, that Unit Operator shall not in any ewvent be 25

required to drill said well to a depth in excess of 5,000 feet. Until the 25

discovery of a deposit of unitized substances capable of being produced in 27
paying quantities, the Uait Operator shall continues drilling one well at a 28
time, allowinz not more than sixz (6) months between the completion of one 29

well and the beginning of the next well, until a well capable of producing 29

unitized substances in payving quantities is complatad to the satisfaction 31
of said Supervissr if on Federal land, oI th2 Land Commissioner if on State 32

Land, or of the Coaservation Commission if on privately owned land, or until3ig

it is rensonably proved that the unitized land is incapabls of producing

£~

unitized substances in paving quantities in the formations drilled heveo-

[
w
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under. Nothing in this section shall be deemed to limit the right of the

Unit Operator to resignas provided in Section 5, hereof, or as requiring

o

Unit Operator to commence or continue any drilling during the period pending 3

such resignation becoming effective in order to comply with the requirements

of this section. The Supervisor may modify the drilling requirements of
this section by granting reasonable extensions of time when, in his opinion
such action is warranted.

Upon failure to commence any well provided for in this section within

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

this agreement will automatically terminate; upon failure to continue
drilling diligently any well commenced hereunder, the Supervisor and the
Land Commissioner may, after fifteen (15) days notice to the Unit Operator,
declare this unit agreement terminated.

10. PLAN OF TFURTHER DEVELOPMENT AND OPERATION. Within six (6) months
after completion of a well capable of producing unitized substances in
paying quantities, the Unit Operator shall submit for the approwval of the
Supervisor and the Land Commissioner an acceptable plan of development znd
operation for the unitized land which, when approved by the Supervisor aad
the Land Commissioner, shall constitute the further drilling and operating

obligations 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 submit for the approval of the
Suparvisor and the Land Commissioner a plan for an additional spacified
period for the development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide for the
exploration of the unitized 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 Suvtervisor aad the
Land Commis;ioner may determins to be necassary for timely dewvelopment and
proper conservation of the o0il and gas resources of the uvnitized area and
shall:

(a) Specify the number and locations of any wells ©o be drilled

and the proposed ovder and time for such drilling; and
p ™

o5
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(b) To the eutent practicable specify ¢t
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as necessary and advisable for proper conservation of natural resources. 1
Separate plans may be submitted for separate productive zones, subject to 2
the approval of the Supervisor and the Land Commissioner. 3

Plans shall be modified or supplemented when necessary to meet changed 4
conditions or to protect the interests of all parties to this agreement. 5
Reasonable diligence shall be exercised in complying with the obligations of §

the approved plan of development., The Supervisor and the Land Commissioner 7

are authorized to grant a reasonable extension of the six-month period 8
herein prescribed for submission of an initial plan of development where 9
such action is justified because of unusual conditions or circumstances. 10

After completion hereunder of a well capable of producing any unitized sub- [1
stance in paying quantities, no further wells, except such as may be 12
necessary to afford protection against operations not under this agreement |3
and such as may b2 specifically approved by the Supervisor and the Land 14

Commissioner, shall be drilled except in accordance with a plan of develop- ;3

ment approved as herein provided. 16

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable 17
of produéing unitized substances in paying quantities or as soon thereafter 18
as required by the Supervisor and the Land Commissioner, the Unit Operator 19
shall submit for approval by the Supervisor and the Land Commissioner a 20

schedule, based on subdivisions of the public-land survey or aliquot parts 23

thereof, of all land then regarded as reasonably proved to be productive 22
in paying quantities; all lands in said schedule on approval of the 23
Supervisor and the Land Commissioner to constitute a participating area, 24

effective as of the date of ccmpletion of such well or the effective date of25
this unit agreemesnt, wnichever is later. The acreages of both Federal and 25
non-Federal lands shall be based upon appropriate computations from the 27

courses and distances shown on the last approved public-land survey as of 23

)

the effective date of each initial participating area. Said schedule shall 29

also set forth the percentage of unitized substances to be allocated as 30

0

her:

¢

in provided to each tract in the participating area so established, 31
and shail govern cthe allocation of production commencing with the effective 32
dace of the parvrticipating area. A separate participating area shall be 33

established for cach separate pool or deposit of unitized substances or for 7



1~

[

o
[ 8]

or more participating areas so established may be combined into one, on 1
approval of the Supervisor and the Land Commissioner. When production from 2

two or more participating areas, so established, is subsequently found to be 3

from a common pool or deposit said participating areas shall be combined 4
into one effective as of such appropriate date as may be approved or pre- 5
scribed by the Supervisor and the Land Commissioner. The participating 6
area or areas so establisned shall be revised from time to time, subject 7
to like approval, to include additional land then regarded as reasonably 8
proved to be productive in paying quantities or necessary for unit 9

operations, or to exclude land then regarded as reasonably proved not to be g
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 13

which such revision is predicated, provided, however, that a more appro- 14
priate effective date may be used if justified by the Unit Operator and 15
approved by the Supervisor and the Land Commissioner. No land shall be 16

excluded from a participating area on account of depletion of the unitized ;7
substances, except that any participating area established under the pro- 8

visions of this unit agreement shall terminate automatically whenever all g

completion in the formation on which the participating area is based are 20
abandoned. 21
It is the intent of this section that a participating area shall 22

represent the area known or reasconably estimated to be productive in paying 23

quantities; but, regardless of any revision of the participating area, 24
nothing herein contained shall be construed as requiring any retroactive 25
adjustrent for production obtained prior to the effective date of the 26
revision of the participating area. 27

In the absence of agreement at any time between the Unit Operator and 23

the Supervisor and the Land Commissioner as to the proper definition or 29
redefinitioé of a participating area, or until a participating area has, 30
or arcas have, baen established as provided herein, the portion of all 31
paymeznts affsctad tharesby shall be impounded in a manner mutually accept- 32
able to the owners of working interests and the Supervisor and the Land 33
‘Commisuioner. Rovalties due the United States and the State of Yew Mexico 34

shall be daterminad bv the Supervisor and the Land Commissioner, respec— 35
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tively, and the amount thereof shall be deposited, as directed by the 1

Supervisor and the Land Commissioner, to be held as unearned monies until

2
a participating area is finally approved and thea applied as earned or 3
returned in accordance with a determination of the sums due as Federal 4

royalty and State of New Mexico royalty, respectively, on the basis of such 5
approved participating area. 6

Whenever it is determined, subject to the approval of the Supervisor, 7
as to wells drilled on Federal land and the Land Commissioner as to wells 8

drilled on State land and of the Consarvation Commission as to wells dxilied 9

on privately owned land, that a well drilled under this agreement is not 10
capable of production in paying quantities and inclusion of the land on 11
which it is situated in a participating area is unwarranted, production 12
from such well shall, for the purposes of settlement among all parties 13
other than working interest owners, be allocated to the land on which the 14

well is located unless such land is already within the participating area 15

established for the pool or deposit from which such production is obtained.

s
[))

Settlement for working interest benefits from such a well shall be made as 17
provided in the unit operating agreement. 18

12. ALLOCATION OF PRODUCTION. All unitized substances produced from ]9
each participating area established under this agreement, axcept any part 20

thereof used in conformity with gcod operating practices within the unitizedy

araa for drilling, operating, camp and other production or development 22

—

urposes, For repressuring or recycliang in accordance with a plan of devel- 23
b 5 = S LD

opment approved by the Supervisor, the Land Commissioner and the 24
Conservation Commission, or uaavoidably lost, shall be deemed to be pro- 25

duced equally on an acreage basis from the several tracts of unitized land 3¢

of the participating area established for such production and, for the 27

1))

purpose of determining any benefits accruing under this agreement, each 28

such tract of unitized land shall have allocated to it such percentage of 29

said production as the number of acres of such tract included in said 30
narticipating arsa bears to the total acres of unitized laad in saild 31
participating area, except that allocation of preduction hercunder for 32
purposes other than for settlemant of the royalty, cverriding royalty., or 33
pavmens out of production obligations of the rospective working interest 34

owners, sitall be on the vasis prescribed in thie unit operating

anreenant

(V3]
N



1S

4~

o

e
(3]

W

[

,.‘
e~

(V8]
e

L)
[

[
(W]

whether in conformity with the basis of allocation herein set forth or 1

otherwise, It is hereby agreed that production of unitized substances from 2
a participating area shall be allocated as provided herein regardless of 3
whether any wells are drilled on any particular part or tract of said part- 4

icipating area. If any gas produced from one participating area is used for 5

repressuring or recycling purposes in another participating area, the first

(@)

gas withdrawn. from such last-mentioned participating area for sale during 7
the life of this agreement shall be considered to be the gas so transferred §
until an amount equal to that transferred shall be so produced for sale and g
such gas shall be allocated to the participating area from which initially g
producad as such area was last defined at the time of such final production.j)

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. 12
Any party hereto owning or controlling the working interest in any unitized 13
land having thereon a regular well location may witii the approval of the 14
Supervisor as to Federal land, the Land Commissioner as to State land, and i35

the Conservation Commission as to privately owned land, at such party's solejj

risk, costs, and expense, drill a well to test any formation for which a 17
participating aresa has not been established or to test any formation for 18
which a participating area has been established if such location is not 19

within said participatin

aq

area, unless within ninety (90) days of receipt 20

of notice from said party of his intention to drill the well the Unit 21
Operater elects and commences to drill such a well in like manner as other 22
wells are drilled by the Unit Operator under this agreement. 23

If any well drilled as aforesaid by a working interast owner results 24

in production such that the land upon which it is situated may properly be 55
included in a participating area, such participating area shall be estab- g
lished or enlarged as provided in this agreement and the well shall there- 55
after be operated by the Unit Operator in accordanca with the terms of this ;g
agreement and the unit operating agreement. 29

If any well drilled as aforesaid by a working intsrest owner obtains 30

production in quantities insufficient to justify the inclusion of the land 133

upot walch such well is situwasted in a parvticipating arca, such well may be 32
oparated and produced by the party drilling the same subject to ths 33
conuervagion roquirexmants of this agreement. The royaltiess in amount oy 34

value of production freom any such well shall be paid as specified in the 35

[



underlying lease and agreements affected.

14. ROYALTY SETTLEMENT. The United States, the State of New Mexico,
and any royalty owner who, is entitied to take in kind a share of the
substances now unitized hereunder shall hereafter be entitled to the right
to take in kind its share of the unitized substances, and Unit Operator, or

the working interest owner in case of the operation of a well by a working

5

6

interest owner as herein provided for in special cases, shall make deliveries7

of such royalty share taken in kind in coanformity with the applicable

8

contracts, laws, and regulations. Settlement for royalty interest not taken 9

in kind shall be made by working interest owners responsible therefor under 1g

existing contracts, laws and regulatioms, or by the Unit Operator on or

before the last day of each month for unitized substances produced_during
the preceding calendar month; provided, however, that nothing herein con=-
tained shall operate to relieve the lessees of any land from their respec-

tive lease obligations 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

11

1z

17

18

of production, or increasing ultimate recovery, in conformity with a plan ofi9

operations approved by the Supervisor, the Land Commissioner and the
Conservation Commission, a like amount of gas, after settlement as herein
provided for any gas transferrasd from any other participating area and
with appropriate deduction for loss from any cause, may be withdrawn 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 withdrawal 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,
the Land Commissioner and the Conservation Commission as conforming to
good petroleum engineering practice; and provided further, that such right

of withdrawal shall terminate on the termination of this unit agreement.

Rovalty due the United States shall be computed as provided in the

|

oparating regulations and paid in value or delivered in kind as to all

unitized substances on tne basis of the amounts thereof allocated to

s provided herein at the rates specified in the
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respective Federal leas2s, or at such lover rate or rates as may be

20

25

26

27

30

31

32

33

35



N

FRS

[v)Y

0

27

[}
Co

[§9]
0

(V3]
[w]

2
=

(W8]
)

(3]
£~

(9]
wn

authorized by law or regulation; 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 regulations

as thougn ecach participating area were a single consolidated leasa.

Royalty due the State of New Mexico shall be computed and paid on the

basis of the amounts allocated to unitized State land as provided herein at
the rate specified in the State oil and gas lease.

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

15. RENTAL SETTLEMENT. Rental or ninimum royalties dues on leases
committed hereto shall be paid by working interest owners responsible there-
for under existing contracts, laws, and regulations, provided that nothing
hersin contained shall operate to relieve the lessees of any land from their

respective lease obligations for the payment of any rental or minimum

royalty due under their leases. Rental or wminimum royalty for lands of the

United States subject to this agreement shall be paid at the rate specified
in the respective leases from the United States unless such rental or mini-
mum royalty is waived, suspended, or reduced by law or by approval of the
Secretary or his duly authorized representative.

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

With respect to any lease on non-Federal land containing provisions
which would terminate such lease unless drilling operations are commenced
upon the land covered thereby within the time therein specified or rentals
paid for the privilege of deferring such drilling operations, the rentals
required thereby shall, notwithstanding any other provisions of this agree-
ment, be deemed to accrue and become payable during the term thereof as
extendad by this agreesment and until the required drilling operations are
commanced upon the land covered thereby or until some portion of such land is
included witéin a participating area.

16. CONSERVATION. Operations hereunder and production of unitized

substances shall be corducted to provide For the most econcmical and @

n

fi-
cient recovery of said substances without waste, as defined by or pursuant

to State or Federal law or ragulation.

17. DRAINACE. The Unit Operator shall take such measures as the

o
o
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Supervisor and Land Commissioner deem appropriate and adequate to prevent
drainage of unitized substances from unitized land by wells on land not
subject to this agreement,.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, condi-
tions, 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 agreement are hereby expressly modified and amended to the
extent necessary to make the same conform to the provisions hereof, but
otherwise to remain in full force and effect; and the parties hereto hereby

consent that the Secretary as to Federal leases, and the Land Commissioner

9

10

as to State leases, shall and each by his approval 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 Federal and State leases committed hereto and the
regulations in respect thereto to conform said requirements to the provi-
sions of this agreement, and, without limiting the generality of the fore-
going, all leases, subleases, and contracts are particularly modified in
accordance with the following:

(a) The development and operation of lands subject to this agreement

under the terms hereof shall be deemed full performance of all obligations

for development and operation with respect to each and every separately
ownad tract subject to this agreement, regardless of whether there is any
development of any particular tract of the unit area.

(b) Drilling and producing operations performed hereunder upon any
tract of unitized lands will be accepted and deemed to be performed upon
and for the benefit of each and every tract of unitized land, and no lease

shall be deemed to expire by reason of failure to drill or produce wells
situated on the land therein embraced.

{(c) Suspension of drilling or producing operations on all unitized
lands pursua;t to direction or consent of the Secretary and the Land

Commissicner or their duly authorized representatives shall be deemed to

constitute such suspansion pursuvant to such direction or consent as to each

5

rh

and every tract of unitized land. A suspension of drilling or producing

specified lands s
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o
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oparations limite

t

{(d) Each lzase, sublease or contract relating to the exploratiom,

12

13

20

21

22

23

24

25

33

all be applicable only to such lands.3y
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17
18

19

drilling, development or cperation for oil or gas of lands other than those
of the United States committed to this agreement, which, by its terms might
expire prior to the termination of this agreement, is hereby extended beyond
any such terms so providaed thevein so that it shall be continued in full
force and effect for and during the term of this agreement.

(e} Any Federal lease for a fixed term of twenty (20) years or aay
renewal thereof or any part of such lease which is made subject to this
agreement shall continue 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 to the land com-

o

~N

4

10

mitted so long as such lease remains subject hereto, provided that productionll

is had in paying quantities under this unit agreement prior to the expira-
tion date of the term of such lease, or in the event actual drilling
operations are commenced on unitized land, in accordance with the provisions
of this agreement, prior to the end of the primary term of such lsase and
are being diligently prosecuted at that time, such lease shall be extended
for two (2) years aad so long thereafter as oil or gas is produced in paying
quantities in accordance with the provisions of the Mineral Leasing Act

Revisions of 19560,

(f) Each sublease or contract relating to the operation and davzalop-

12

13

18
19

20

ment of unitized substances from lands of the United States committed to this2l

agreemant, which by its terms would expire prior to the time at which the

underlying lease, as extanded by the immediately preceding paragraph, will

e
Q

expire, is hereby extanded beyond any such term so provided therein so that

22

24

it shall be continued in full force and effect for and during the term of thejg

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

5

(74 Stat. 781-784): "Any (Federal) lease heretofore or hereafter committed

to any such (unit) plan embracing lands that are in part within and in part
ide of the area covarad by any such plan shall be segre

rared inkta sep-

arate leases as to the lands committed and the lands not committed as of the

[
(5

(93]

(8]
(%]

[99)
4~

[
()]



19
20

21

thereof but for not less than two (2) years from the date of such segre-

gation and so long thereafter as oil or gas is produced in paying quantities.

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 lands committed hersto with the termination hereof.

(h) Any lease, other than a Federal lease, having only a portion of

its lands committed hereto shall be segregated as to the portion committed
and the portion not committed, and the provisions of such lease shall apply
separately to such segregated portions commencing as of the effective date
hereof. In the event any such lease provides for a lump-sum rental payment,
such payment shall be prorated between the portions so segregated in pro-

portion to the acreage of the respective tracts.

(i) Any lease embracing lands of the State of New Mexico having only
a portion of its land committed hereto, shall be segregated as to the
portion committed and the portion not committed, and the provisions of such
lease shall apply separately to such segregated portions commencing as of
the effective date hereof; provided, howesver, notwithstanding any of the
provisions of this agreement to the contract 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 providaed therein as
to all lands embraced in such lease, if o0il or gas is discovered 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 i1f, at the expiration of the secondary term, the lessee or the Unit
Operator is then engaged in bona fide drilling or reworking operations on

some part of the lands embraced in such lease, the same, as to all lands

embraced therein, shall remain in full force and effect so long as such
oparations are being diligently prosecuted, and if they result in the pro-
duction of o0il or gas, said lease shall continue in full force and effect as
to all of thé lands embraced therein, so long thereafter as oil or gas in

paving quantities is being produced from any portion of said lands.

19, COVLUANTS RUN WITH LAND. The covenant

)]

to be covenants runaing with the land with respect to the interest of the
partics nereto and thelr successors in interest uatil this agreement

terminates, and any grant, transier, or conveyance, of interest in land or

o
20

herein shnall be construad
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leases subject hereto shall be and hereby is counditioned upon the assumption |

of all privileges and obligations hereunder by the grantee, transferee, or

(3]

other successor in interest, UNo assignment or transfer of any working 3
interest, royalty, or cther interest subject herato shall be binding upon Unita
Operator until the first day of the calendar month after Unit Operator is 5
furnished with the original, photostatic, or certified copy of the instrument §
of transfer. 7

20. EFFECTIVE DATE AND TERM. This agreament shall becone effective 8

upon approval by the Secretary and the Land Commissioner or their duly 9
authorized representatives and shall terminate five (5) years from said 10
effective date unless, 11

(a) Such date of expiration is extended by the Director and the 12
Land Commissioner, or 13

(b) It is reasonably determined prior to the expiration of the fixed
term or any extension thereof that the unitized land is incapable of pro- 15
duction of unitized substances in paying quantities in the formations tested 1%
hereunder and after notice of intention to terminate the agreement on such 17
ground is given by the Unit Operator to all parties in interest at their 18
last known addresses, the agreement is terminated with the approval of the 19
Supervisor and Land Commissicner, or 20

(c¢) A valuable discovery of unitized substances has been made or 21

accepted on unitized land during said initial term or any extension thereof, 7

19

in which event the agreement shall remain in effect for such term and so 23
long as unitized substances can be produced in quantities sufficiesnt to pay 24
for the cost of producing same from wells on unitized land within any parti- .33
cipating area established hereunder and, should production cease, so long 25
thereafter as diligent operations are in progress for the restoration of 27

production or discovery of new production and so long thereafter as unitized ;g

substances so discovered can be produced as aloresaid, or 29

(d) It is terminated as herctofore provided in this agreemant, 20
This agreement may be terminated at any time2 by not less than seventy-five 31
(75) par centum, on an acreage basis, of the working interest owners 32
signatory hereto, with the approval of the Superviscr and Land Commissiecner; 33
notice of any such approval to be given by the Unit Oparator to all parties g,

hereto.
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21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director is 1
hereby vested with authority to alter or modify from time to time in his 2
discretion the quantity and rate of production under this agreement when such 3

quantity and rate is not fixed pursuant to Federal or State law or does not 4

conform to any state-wide voluntary conservation or allocation program, which 5
is established, recognized, and generally adhered to by the majority of 6
operators in such State, such authority being hereby limited to alteration or 7
modification in the public interest, the purpose thereof and the public 8
interest to be served thereby to be stated in the order of alteration or mod- 9
ification, Without regard to the foregoing, the Director is also hereby 10
vested with authority to alter or modify from time to time in his discretiom 1}
the rate of prospecting and development and the quantity and rate of pro- 12
duction under this agreement when such alteration or modification is in the 13
interest of attaining the conservation objectives stated in this agreement |4
and is not in violation of any applicable Federal or State law. i3
Powers in this section vested in the Director shall only be exercised 16

after notice to Unit Operator and opportunity for hearing to be held not lessl?

than fifteen (15) days from notice. 18
Provided, further, That no such alteration or modification shall be 19
effective as to any land of the State of New Mexico, as to the rate of 20

prospecting and developing in the absence of the specific written approval i

thereof by the Commissioner and as to any lands of the State of New Mexico 22

or privately ownad lands subject to this agreement as to the quantity and 23
rate of production in the absence of specific written approval thereof by 24
the Commission. 25

22, CONFLICT OF SUPERVISION. Neither the Unit Operator nor the 26

working interest owners nor any of them shall be subject to any forfeiture, 27
terminaticn or expiration of any rights hereunder or under any leases or 28

contraccts subject hereto, or to any penalty or liability on account of delay 2

~J
w

or failure in whole or in part to comply with any applicable provision 30

theraof to the e

a4

itent that the Unit Operator, working interest owners or any 3]

of them are hinderad, delayed or prevented from complying therewitn by 32
reascn of failure of the Unit Operator to obtain in the exercise of due 33
diligencze, the coanurrence of proper representatives of the United States 34

;1]

and propar represantatives of the State of New Mexico in and about any 35
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matters or thing concarning witich it is required herein that such con-
currence be obtained. The parties hereto, including the Conservation

Commission, agree that all powers and authority vested in the Conservation

Commission in and by any provisions of this by it pursuant to the provisions

of the laws of the State of New Mexico and subject in any case to appeal or

judicial review as may now or hereafter be provided by the laws of the State

of New Mexico.

23, APPEARANCES. Unit Operator shall, after notice to other parties

~

[ )}

8

affected, have the right to appear for and on behalf of any and all interestsg

affected hereby before the Department of the Interior, the Commissionar
of Public Lands of the State of New Mexico and the New Mexico 0il
Conservation Commission and to appeal from orders issued under the regu-
lations of said Department, the Conservation Commission or Land
Commissioner or to apply for relief from any of said regulations or in any
proceedings relative to operations before the Department of the Interior,
the Land Commissioner, or Conservation Commission or any other legally
constituted authority; provided, however, that any other interested party
shall also have the right at his own expense to be heard inm any such pro-
ceeding. :
24, NOTICES. All notices, demands or statements requirad hersunder
to be given or rendered to the parties hereto shall be desmed fully given

if given in writing and personally delivered to the party or sent by post-~

T

paid registered or certified mail, addressed to such party or parties at

their respective addressses set forth in connection with the signatures

hereto or to the ratification or consent hereof or to such other address as

any such party may have furnished in writing to party sending the notice,

demand or statement,

25, X0 WAIVER OF CERTAIN RIGHTS. XNothing in this agreement contained

-

H

shall be construed as a waiver by any party hersto of the right to assert

o

any legal or constitutional right or defense as to the validity or invalid- 1

ity of any law of the State wherein said unitized lands are located, or of

the United States, or regulations issusd thereunder in zany way aflecting
such party, or as a wailver by any such party of any right baevond nis or ics
authority to waive.

26, UNAVOIDABLE ion
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the Unit Operator to commence or continue drilling or to operate on or 1
produce unitized substances from any of the lands coverad by this agreement 2
shall be suspended while the Unit Operator, despite the exercise of due care 3

and diligence, is prevented from complying with such obligations, in whole ¢4

or in part, by strikes, acts of God, Federal, State, or municipal law or 5
agencies, unavoidable accidents, uncontrollable delays in tramnsportation, 6
inability to obtain necessary materials in open market, or other matters 7

beyond the reasomable control of the Unit Operator whether similar to matters8
herein enumerated or not. No unit obligation which is suspended under this 9
section shall become due less than thirty (30) days after it has been 10
deternined that the suspension is no longer applicable. Determination of 11
craditable "Unavoidable Delay" time shall be made by the Unit Operator 12
subject to approval of the Supervisor and the Land Commissioner. 13

27. NONDISCRIMINATION. In connection with the performance of work 14
under this agreement, the operator agrees to comply with all the provisions 15
of Section 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319)16
as amended, which are hereby incorporated by reference in this agreement. 17

28. LOSS OF TITLE. In the event title to any tract of unitized land 18
shall fail and the true owner cannot be induced to join in this unit 19
agreement, such tract shall be automatically regarded as not committed here=3q
to and there shall be such readjustment of future costs and benefits as may 2}
be required om account of the loss of such title. In the event of a disputejs
as to title as to any royalty, working interest, or other interests subject 53
thereto, payment or delivery on account thersof may be withheld without 24
liability for interest until the dispute is finally settled; provided, that,jg
as to Federal and State land or leases, no payments of funds due the 26
United States or the State of New Mexico should be withheld, but such funds 54
of the United States shall be deposited as directed by the Supervisor and 28

such funds of the State of Wew Mexico shall be deposited as directed by the ;g

Land Commissioner to be held as unearned money pending final settlement of 30
the title dispute, and then applied as earned or returned in accordance 31
with such final settlzment. 32

Unit Operator as such is relieved from any responsibility for any 13

defect or failure of any title hereunder,

L

29, NON-JOINDER AND SUBSEQUENT JOINDZIR. If the owner of any sub- 3

4 A
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stantial interest in a tract within the unit area fails or refuses to sub- 1

scribe or comnsent to this agreement, the owner of the working interest in

(3]

that tract may withdraw said tract from this agreement by written notice 3

delivered to the Supervisor and the Land Commissioner, and the Uait Operator

FAY

prior to the approval of this agreement by the Supervisor. Any oil or gas

(9}

interests in lands within the unit area not committed hereto p?ior to sub=- ¢
mission of this agreement for final approval may thereafter be committed 7
hereto by the owner or owners thereof subscribing or consenting to this 8
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 provided in

P

[

this saction, by a working interest owner is subject to such requirements 1

o

or approvals, if any, pertaining to such joinder, as may be provided for in ;3

&~

the unit operating agresment. After final approval hereof, joinder by a L

[
(91

non-working interest cwner must be consented to in writing by the working
interest owner committed hereto and raesponsible for the payment of any 16
benefits that may accrue hereunder in behalf of such non-working interest. 17
A non-working interest may not be committed to this unit agreement unless 18
the corresponding working interest is committed hereto. Joinder to the 19
unit agreement by a working-interest owner, at any time, must be accom- 20
panied by appropriate joinder to the unit operating agreement, if more than 33
one committed working-interest owner is involved, in order for the interest g9
to be regarded as committed to this unit agreement. Except as may otherwisel3

herein be provided, subsequent joinders to this agreement shall be effective

~a

4

as of the first day of the month following the filing with the Supervisor, ;g5

the Land Commissioner and the Conservation Cqmmission of duly executed 26
counterparts of all or any papers necessary to establish effective commit- 27
ment of any tract to this agreement unless objection to such joinder is 23
duly made within sixty (60) days by the Supervisor or Land Commissiocner, 29

provided, that as to State lands, all subsaquent joinders must be approved

30
by the Land Commissioner. 31
30, COUNTERPARTS. This agreement mav be exzscuted in any number of 12

counterparts no one of which neads to be executed by all parties or may de 133

ratified or consented to by separate instrument in writing specifically 324
referring hereto and shall be binding upon all those parties who have 35
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executed such a counterpart, ratification, or consent hereto with the same
force and effect as if all such parties had signed the same document and 2
regardless of whether or not it is executed by all other parties owning or 3
claiming an interest in the lands within the above~described unit area. 4

30. SURRENDER. Nothing in this agreement shall prohibit the exercise g

by any working interest owner of the right to surrender vested in such party

O

by any lease, sublease, or operating agreement as to all or any part of the

7
lands covered thereby, provided that each party who will or might acquire 8
such working interest Dy such surrender or by forfeiture as hereafter set 9
forth, is bound by the terms of this agreement. 10

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 of the 12
unitizedASubstances, said party may forfeit such rights and further benefits;j
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 interest. 15

1f as the result of any such surrender or forfeiture working interest 16

rights become vested in the fee owner of the unitized substances, such 17
owner may: 18

(1) Accept those working interest rights subject to this agreement 19
and the unit operating agreement; or 20

(2) Lease the portion of such land as is included in a participating 2}

area established heresunder subject to this agreement and the unit operating 32

agreement; or 23
(3) Provide for the independent operation of any part of such land 24
that is not then included within a participating area established here- 25
under, 26
If the fee owner of the unitized substance does not accept the 27
working interest rights subject to this agreement and the unit operating 28

agreement or lease such lands as above provided within six (6) months after 29
the surrendered or forfeited working interest rights become vested in the 30

fee owner, the benefits and obligations of operations accruing to suci 31

lands under this agreement and the unit coperating -agreement shall be shared 32

by the remaining owners of unitized working interests in accordance with 33
their respective working interest ownerships, and such owners of working 3L
interests shall compensate the fee owner of unitized substances in such 35
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lands by paying sums equal to the rentals, minimum royalties, and royalties
applicable to such lands under the lease in effect when the lands were

unitized.

An appropriate accounting and settlement shall be made for all benefits

accruing to or payments and expenditures made or incurred on behalf of such

surrendered or forfeited working interest subsequent to the date of sur-

render or forfeiture, and payment of any menies found to be owing by such an

accounting shall be made as between the parties within thirty (30) days.

In the event no unit operating agreement is in existence and a mutually
acceptable agreement between the proper parties thareto cannot be consum-
mated, the Supervisor may prescribe such reasonable and 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 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.

32. TAXES. The working interest owners shall render and pay for
their account and the account of the royalty owners all valid taxes on or
measured by the unitized substances in and under or that may be produced,

gathered and sold from the land subject to this contract after the

effective date of this agreement, or upon the proceeds or net proceeds
derived therefrom. The working interest ownars 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 daduct sufficien

cr

of the unitized substances or derivative products, or net proceeds thereof
from the allocated share of each royalty owner to sacure reimbursement for

the taxes so paid. No such taxes shall be charged to the United States or

to the State of New Mexico or to any lessor who has a contract with his
lessee which requires the lessee to pay such taxes,

33. WO PARTHERSHIP. It is expressly agreed that the relation of
the parties hereto is that of independent contractors and nothing in this
agrz2enent contained, expressed or implied, nor any o2parations conductad
shall create or be deemed to have created a paritnershin or

association between the parties herato or any of them.
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IN WITNESS WHEREOF, the parties hereto have caused this agreement to

be executed and have set opposite their respective names the date of

execution.
UNIT OPERATOR AND
WORKING INTEREST OWNER
TRANSOCEAN OIL, INC.
Date January 7, 1977 By _, Zaﬁ

Attorney-in-Fact :
1700 First City East Buildin
Houston, Texas 77002

STATE OF TEXAS )
) SS
COUNTY OF HARRIS )

On this 7th day of January , 1977 , before me personally
appeared C. R. Church, to me known to be the person who executed the

foregoing instrument in behalf of TRANSOCEAN OIL, INC., and acknowledged

that he executed the same as the free act and deed of TRANSOCEAN OIL, INC.

GIVEN under my hand and seal this /tB  day of  Jamuary

A.D., 1977,

10
11
12
13
14
15
16
17

18

» 19

20

Notary Public

My commission expires: e T

KAROI{ SUL CEARLEY St - ‘)_'_

Notary Pubiic in ond {or Harris Corte Taxag - IS

——My-ConrmissiomExpires—nu—di 977 Co -z
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_ , EXHIBIT "B"
SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS INTERESTS
OMEGA UNIT AREA

___CATRON COUNTY, NEW MEXICO .
NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT OF AND EXPIRATION AND AND AND -AND
NO.. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
FEDERAL LANDS
1 T4N-R14W, NMPM 2,560.00 NM-22267*%* United States *TransOcean 62.50% Colorado Plateau *TransOcean 62.50%
Section 28: All 3-31-85 - 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Section 29: All Keller 3.75% Keller 3.75%
Section 33: All
Section 34: All
2 T4N-R14W, NMPM 560.00 NM-22268%% United States TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 20: W, WsNEY, 3-31-85 100% Helis 33.75% Geolgoical Svc. Inc. 3% Helis 33.75%
SE% Keller 3.75% Keller 3.75%
3 T3N-R14W, NMPM 1,920.00 NM-22287%%* United States TransOcean 62.50% Colorado Plateau TransOcean 62.507%
Section 33: All 4-30-85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Section 34: All Keller 3.75% Keller 3.75%
Section 35: All
4 T3N-R14W, NMPM 2,560.00 NM-22288%* United States TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 13: All 3-31-85 100% Helis 33.75% Geological Svc. Inc. 37 Helis 33.75%
Section 22: All Keller 3.75% Keller 3.75%
Section 23: All
Section 24: All
5 T3N-R14W, NMPM 880.39  NM-22289 ** United States TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 4: lLots. 1,2, 3-31-85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
SkNEY Keller 3.75% Keller 3.75%
Section 5: Lots 1,2,3,4,
ShNW, SWLNE%, .
SWs, WsSEY
Section 8: S%S%, NE4%SEY
6 T3N-R14W, NMPM 2,360.00 NM-22290%* United States TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 9: N, WsSWi, 3-31-85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
NE%SEY Keller 3.75% Keller 3.75%

Section 10: Wi
Section 12: All
Section 14: All
Section 15: Ek



- NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT OF AND EXPIRATION AND ~ AND AND AND
NO. DESCRIPTION OF LAND _ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
7 T3N-R14, NMPM 2,400.00 NM-22291 %% United States TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 21: E% 3-31-85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Section 25: All : Keller 3.75% Keller 3.75%
Section 26: All
Section 27: N, SW
Section 28: E%
8 T3IN-R14W, NMPM 1,911.06 NM-22292 ** United States TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 29: All 4-30-85 100% Helis 33.75% Geological Svc. Inc. 3% . Helis 33.75%
Section 30: lLots 1,2,3,4, Keller 3.75% . Keller 3.75%
EXWs, E(All)
Section 31: lots 1,2,3,4,
ElWs, E(All)
9 T2N-R14W, NMPM 2,560.00 NM-22334 %% United States TransOcean 62.507 Colorado Plateau TransOcean 62.50%
Section 13: All 4-30~85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Section 14: All Keller 3.75% Keller 3.75%
Section 23: All
Section 24: All
10 T2N-R14W, NMPM 1,919.15 NM-23692 ** United States TransOcean 62.507 Harlan C. Altman, Jr., TransOcean 62.50%
Section 5: Lots 1,2,3,4, 5-31-85 100% Helis 33.75% Trustee of the Stewart Helis 33.75%
SkNl, Sis(All) Keller 3.75% Venture Trust dated Keller 3.75%
Section 6: Lots 1,2,3,4, 12-31-74 1.0%
5,6,7, SE4NWY Bruce A. Black 1.5%
S4NEY;, ElsSW, Mark E. Weidler 1.5%
SE% (A11)
Section 8: All .
11 T2N-R14W, NMPM 1,280.00 NM-23693 ** United States TransOcean 62.507% Harlan C. Altman, Jr., TransOcean 62.50%
Section 25: All 5-31-85 100% Helis 33.75% Trustee of the Stewart Helis 33.75%
Section 26: All Keller 3.75% Venture Trust dated - Keller 3.75%

12-31-74 1.0%
Bruce A. Black 1.5%
Mark E. Weidler 1.5%



OVERRIDING ROYALTY

WORKING INTEREST

NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD
TRAC . OF AND EXPIRATION . AND AND AND AND
_NO.. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE  PERCENTAGE PERCENTAGE
12 T2N-R14W, NMPM 2,081.34  NM-23694 ** United States TransOcean 62.50% Harlan C. Altman, Jr., TransOcean 62.50%
. Section '1: Lots 1,2,3,4, 3-51-85 o 100% Helis 33.75% Trustee of The Stewart Helis 33.75%
' , - SN, Sks(All) Keller 3.75% Venture Trust dated Keller 3.75%
Section 11: A1l 12-31-74 1.0%
Section 12: All Bruce A. Black 1.5%
Section 15: SW4 Mark E. Weidler 1.5%
13 T2N-R14W, NMPM . 2,560.56 NM-23695 ** United States TransOcean 62.50% ‘Harlan C. Altman, Jr., TransOcean 62.50%
Section 3: Lots 1,2,3,4, : 5~31-85 100% Helis 33.75% Trustee of The Stewart Helis 33.75%
SN, Sk(All) Keller 3.75% Venture Trust dated Keller 3.75%
Section 4: Lots 1,2,3,4, o 12-31-74 1.0% ,
ShkNYs, S%(All) Bruce A. Black 1.5%
Section 9: All Mark E. Weidler 1.5%
Section 10: All
14 T2N-R14W, NMPM 1,120.00 NM-23696 ** United States TransOcean 62.50% Harlan C. Altman, Jr., TransOcean 62.50%
Section 15: Nk, SEX 5-31-85 100% Helis 33.75% Trustee of The Stewart Helis 33.75%
Section 22: All Keller 3.75% Venture Trust dated Keller 3.75%
12-31-74 1.0%
Bruce A. Black 1.5%
Mark E. Weidler 1.5%
15 T3N-R14W. NMPM 160.00 NM-29350*% United States TransOcean 62.50% . Bruce A. Black 1.5% TransOcean 62.50%
Section 27: SEX% (Pending) - 100% Helis 33.757% Mark E. Weidler 1.5% Helis = 33.75%
Keller 3.75% Otila E. Gonzales 1.0% Keller 3.75%
15 FEDERAL TRACTS TOTALING 26,832.50 acres or 76.247% of unit area.
STATE LANDS
16 T2N-R14W, NMPM 642.56 LG-2094 ** State of New TransOcean 62.50% Colorado Plateau TransOcean 62.50%
. Section 2: Lots 1,2,3,4, 8-31-79 Mexico - 100% Helis 33.75% Geological Sve. Inc. 3% Helis 33.75%
ShNls, Sk(All) Keller 3.75%2 o Keller 3.752



, NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT _ OF AND EXPIRATION AND , AND AND AND
NO., DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
17 T3IN-R14W, NMPM 440.00 LG-2140%* State of New TransOcean 62.50% Colorado Plateau TransOcean 62.50%
N Section 5: SEMNEX%, 8-31-79 Mexico -~ 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
E%SEY , Keller 3.75% Keller 3.75%
Section 28: Ws
18 T3N-R14W, NMPM - N 1,080.00 ' LG-2141]1 ** State of New TransOcean 62.50% Colorade Plateau TransOcean 62.50%
Section 8: N4, NSWs 8-31-79 Mexico - 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
NWSEX - Keller 3.75% Keller 3.75%
Section 16: All
19 T3N-R14W, NMPM 640.00 1LG-2142%* State of New - TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 17: All 8-31-79 Mexico - 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Keller 3.75% Keller 3.75%
20 T3N-R14W, NMPM 960.00 LG-2143*% State of New TransOcean 62.50% Colorado Plateau TransOcean 62,50%
Section 20: All 8-31-79 Mexico -~ 100% Helis 33.75% Geological Sve. Inc. 3% Helis 33.75%
Section 21: Wk Keller 3.75% Keller 3.75%
21 T3N-R14W, NMPM 1,280.00 LG-2144%% State of New TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 32: All 8-31-79 Mexico - 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Section 36: All Keller 3.75% Keller 3.75%
22 T4N-R14W, NMPM 640.00 LG-2208** State of New TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 32: All 8-31-79 Mexico - 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Keller 3.75% Keller 3.75%
7 STATE TRACTS TOTALING 5,682.56 wowmm or 16.14% of unit area. .
PATENTED LANDS
23 T3N-R14W, NMPM 320.00 7-15-84 Clara Hogsett TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 15: W 100% Helis 33.75% Geological Sve. Inc. 3% Helis 33.75%
3.75% Keller 3.752

Keller



NUMBER  SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST

TRACT OF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES  DATE OF LEASE PERCENTAGE ’ PERCENTAGE . PERCENTAGE PERCENTAGE
24 T3N-R14W, NMPM 480.00 UNLEASED E. F. Ball UNLEASED
; Section 4&: SE% - 100%
Section 10: El
25 T3N-R14W, NMPM 200.00 9-8-81 B. J. Tingle . TransOcean 62.50% Colorado Plateau TransOcean 62.507%
Section 9: SE4%SEY%, WsSE% . 50% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
E}sSWy : Keller 3.75% Keller 3.75%
UNLEASED E. F. Ball UNLEASED
50%
26 T3N-R14W, NMPM 320.77 UNLEASED W. T. Durland UNLEASED
Section 4: Ws 100%
27 T3N-R14W, NMPM . 1,280.06 Development Santa Fe *** ,Hﬂmannmmn 62.50% Colorado Plateau TransOcean 62.50%
Section 3: All Contract dtd. Pacific Helis 33.75% Geological Svec. Inc. 3% Helis 33.75%
Section 11: All 5-8-75 Railroad Keller 3.75% Keller 3.75%
: Co. - 100%
28 TAN-R14W, NMPM 80.00 D. K. Fischer TransOcean 62.50% Bruce A. Black 1.5% TransOcean 62.50%
Section 20: E%NE4 10-31-81 1007 Helis " 33.75% Mark E. Weldker 1.5% Helis 33.75%
Keller 3.75% Keller 3.75%

6 PATENTED TRACTS TOTALING 2,680.83 acres of 7.622 of unit area.

TOTAL 28 tracts totaling 35,195.89 acres in entire unit area. . .
*TransOcean shall mean - TransOcean 0il, Inc. *%kSanta Fe rmm the option to become a 40%
Helis shall mean - The Estate of William G. Helis, a Partnership _ working interest owner on lands covered by
Keller shall mean - Keller Oilfield Services Company, Inc. . , Development Contract dated 5-8-75.

»f»&nhmnamnnm rm<m been filed with thé Bureau of Land Management and/or the State of New Mexico;
_mm ﬁuvnovnﬁmnm. vesting record title as shown.

s



PHIL R. LUCERO P, O, 80X 1148
COMMISSIONER December 14, 1976 SANTA FE, NEW MEXICO 87501

TransOcean 0il, Inc.

1700 First City East Building
111 Fannin

Houston, Texas 77002

Re: Proposed Omega Unit
Catron County, New Mexico

ATTENTION: Donald G. Jumper
Dear Sir:

We have reviewed the unexecuted copy of the proposed unit
agreement and Exhibits "A" and "B'" which you have submitted for
the Omega Unit, Catron County, New Mexico. The form of agreement
meets the requirements of the Commissioner of Public Lands, there-
fore, the Commissioner has this date approved your agreement as to
form and content and as a logical area for unitization.

When submitting your agreement for final approval, please
remit a filing fee in the amount of Five Hundred Fifty ($550.00)

Dollars.
B , Very truly yours,
BEFORE EXAMINER STAMETS :
OlL CONSERVATION COMI\"‘J;?[ON PHIL R. LUCERO

Subimitiad oy A VNOE B RAY D. » Director

0il & Gas/Division
Hearing Daie x|‘ 14 !'[7

soocanss EXHIBT NO. Jw_ COMMIS R OF PUBLYC LANDS
CASE ND. 5% 31 SB 3%, T2 BY: &

AC/505-827-2748

P

PRL/RDG/a



¥

1
1
i

j
[

BEFORE EXAMINER STAMETS
OIL CONSERVATHIN COMMIZSICN
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ERRT SBRL, SR GEOLOGIC REPORT
e o QEOUAY PROPOSED OMEGA UNIT
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CATRON COUNTY, NEW MEXICO

!

Y g TR AR “epes

I. ENCLOSURES
Exhibit A. Omega Unit Area Geologic Summary Map
II. LOCATION

The proposed Omega Unit is located in north central Catron County, west
central New Mexico. Portions of Townships 2, 3 and 4 North, Range 14 West are
within the unit area. Elevations range from 7000 to 8000' in this semi-
arid, sparsely populated region.

III. GEOLOGICAL SUMMARY

A. Stratigraphy

Regional stratigraphic studies, both subsurface and surface, reveal that
hydrocarbon potential exists in rocks of Permian and Cretaceous age in the
Omega Unit. No Pennsylvanian or older rocks are present in the area due to
the Pennsylvanian erosion of the northwest-southeast trending Zuni Uplift.

During Permian-Yeso times, structural lineation parrelleling those of
the Pennsylvanian were subtle but active in the area. TIsopach studies show
that a Dolomite~rich, Biogeneric active zone trends northwest-southeast in
the Omega Unit area. This Dolomitic-Biogeneric zone formed a basin silling
feature that lead to the formation of a saline Yeso basin southwest of the
Dolomitic—-Biogeneric zone with impervious oxidized red silts and micrites
deposit northeast of the zone.

Cretaceous deposition in the region followed a pattern similar tc the
San Juan Basin to the north. Gallup, Tres Hermanos, and Dakota sands were
deposited in discreet sand bodies trending northwest-southeast.

B. Structure

Laramide compression formed a well-documented north-south trending south
plunging anticline in the Omega Unit Area.

IV. BASIS FOR PROPOSED UNIT

The west, south and east boundaries of the Omega Unit are defined by the
5000' structural contour line. This contour is positioned as the result of
field mapping in the unit area. Northern termination of the unit is based
on a regional facies change in the Yeso formation of the Permian. Oxodized
siltstones, shales and tite micritic limestones form an updip seal for the
porous dolomitic and biogeneric carbonates of the Yeso. Laramide folding
of the Omega Anticline elevated the Yeso reservoir rock into a favorable
structural setting with impervious non-porous silts and shales acting as
updip seals along the north terminus of the Omega Unit.

£
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The Estelle #1, which had a TD of 200', is the only test in the area
and is too shallow to be of significance.

V. INITIAL TEST WELL

The initial test well will be drilled to a depth of 5000' or 30' into
the basement complex, whichever is the lesser depth. Drilling depths for
an average well are as follows:

Tertiary - Surface
Cretaceous -~ 1500’
Dakota - 3000'
Yeso - 4100
Basement - 5000'
D - 5000'

Dennis W. Belnap
District Geologist
TransOcean 0il, Inc.



United States Department of the Interior

GEOLOGICAL SURVEY
Denver Federal Center
Denver, Colorado 80225

DEC 8 wrs

TransOcean 0il, Inc.

Attention: Mr. Donald G. Jumper
1700 First City East Building
1111 Famin

Houston, Texas 77002

Gentlemen:

Your application of November 5, 1976, filed with the Assistant Area
Oil and Gas Supervisor, Roswell, New Mexico, requests the designation
of the Remuda unit area embracing 34,504.06 acres, more or less, Catron
County, New Mexico as logically subject to exploration and development
under the unitization provisions of the Mineral Leasing Act as amended.

Pursuant to unit plan regulations 30 CFR 226, the land requested as
outlined on your plat marked '"Exhibit 'A', Remuda Unit" is hereby desig-
nated as a logical wnit area.

The unit agreement submitted for the area designated should provide for
a well to penetrate 30 feet into the basement camplex or to a depth

of 5,500 feet. Your proposed use of the Form of Agreement for Unproved
Areas will be accepted with the modifications requested in your applica-
tion provided it is further modified as follows:

Add the words "as amended" after (30 F.R. 12319) in
Section 26, Nondiscrimination.

If conditions are such that further modification of said standard form
is deemed necessary, three copies of the proposed modifications with
appropriate justification must be submitted to this office through

the 0il and Gas Supervisor 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 reasonagble period of time. However, notice

N e R - :& D
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is hereby given that the right is reserved to deny approval of any
executed agreement submitted which, in our opinion, does not have the
full commitment of sufficient lands to afford effective control of
operations in the unit area.

When the executed agreement is transmitted to Roswell, New Mexico for
the Supervisor's 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.

Inasmuch as this unit agreement involves State land, we are sending a
copy of the letter to the Commissioner of Public Lands. Please contact
the State of New Mexico before soliciting joinders regardless of prior
contacts or clearances from the State.

Sincerely yours,

e

(/// ) 7/ /%/\. -
LG f}c‘}(_/

~ Regional Conservation Manager

For the Director



CERTIFICATION--DETERMINATION

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

A. Approve the attached agreement for the davelopment and
operation of the French Unit Area, State of New Mexico.

B, Certify and determine that the unit plan of development
and operation contemplated in the attached agreement is ﬁecessary
and advisable in the public interest for the purpose of more
properly conserving the natural resources,

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

Dated .

0il and Cas Supervisor, United States Ga2ological Survey

Contract Number

EEHQN\BfT' ‘*r’
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UNIT AGREEMELT
FOR THE DEVELOPMENT AND OPERATION
OF THE
FRENCH UNIT AREA
COUNTY OF CATRON

STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 20th day of December, 1976,
by and between the parties subscribing, ratifying, or consenting hereto,
and herein referred to as the 'parties hereto,"

N WITNESSETH:

WHEREAS the parties hereto are the owners of working, royalty, or
other o0il 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 representatives 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 pool, 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 advisable in the public

interest; and
WEEREAS, the Commissioner of Public Lands of the State of New Mexico
is authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes

1953 Annotated) to consent to or approve this agreement on behalf of the

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

WHEREAS, the 0il Comservation Commission of the State of New Mexico
is authorized by an Act of the Legislature (Chapter 72, Laws of 1935, as
amended by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, aﬁd
Chaprer 168, Laws of 1949) to approve this agreement and the conservation
provisions hereof; and

WHEREAS the parties hereto hold sufficient interests in the French

Unit Area covering the land hereinafter described to give reasonably
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effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to comserve natural
resources, prevent waste, and secure other benefits obtainable through
development and operation of the area subject to this agrzemeat under the
terms, conditions, and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their
respective interests in the below-defined uait area, and agree severally
anong themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of

February 25, 1920, as amended, supra, and all valid pertinent regulations,

including operating and unit plan regulations, heretofore issued thereunder

or valid, pertinent, and reasonable regulations hereafter issued thereunder

are accepted and made a part of this agreement as to Federal lands, pro-
vided such regulations are not inconsistent with the terms of this agree-
ment; and as to State of New Mexico lands, the o0il aund gas operéting
regulations in effect as of the effective date hereof governing drilling

and producing operations, not inconsistent with the terms hereof or the

laws of the State of New Mexico are hereby accepted and made a part of this

agreement.

2, UNIT AREA. The area specified on the map attached hereto marked
Exhibit A is hereby designated and recognized as constituting the unit
area, containing 34,542.04 acres, more or less.

Exhibit A shows, in addition to the boundary of the unit area, the
boundaries and identity 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 extant known to the Unit COperator the acreage, perceatage,
and kind of ownership of o0il and gas interests in all land in the unit
area. However, nothing herein or in said schedule or map shall be con-

strued as a representation by any party hereto as to the ownership of anv

interest other than such interest or intarests as are shown in saild map or

]

schedule as owned by such party. Exhibits A and B shall be rovisced by the

Unit On=zrator whenever changes in the unit area vender such revision
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Public Lands of the State of New Mexico, hereinafter referred to as 'Land
Commissioner”, and not less than five (5) copies of the revised exhibits
shall be filed with the Supervisor, and two (2) copies thereof shall be
filed with the Land Commissioner and one (1) copy with The New Mexico 0il
Conservation Commission, hereinafter referred to as '"Conservation
Commission."

The above-described unit area shall when practicable be expanded to

~

6

7

include therein any additional lands or shall be contracted to exclude lands §

whenever such expansion or contraction is deemeéd to be necessary or advis-
able 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," after pre-

liminary concurrence by the Director, or on demand of the Land Commissioner

but only after preliminary concurrence by the Director and the Land
Commissioner, 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.

(b) Said notice shall be delivered to the Supervisor, the Land

Commissioner and the Conservation Commission, and copies tnereof mailed
to the last known address of each working interest owner, lessee, and
lessor whose interests are affected, advising that thirty (30) days will
be allowed for submission to the Unit Operator of any objections.

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

preceding item (b) hereof, Unit Operator shall file with the Supervisor,
Land Commissioner and Conservation Commission evidence of mailing of the
notice of expansion or contraction and a copy of any objections thareto

which have been filed with the Unit 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

rr

1 - > -y
, Ehe exnan-—

sion or contraction shall, upon approval of the Supervisor, the Land

Commissioner and Conservation Commission, become effective as of rhe date

I+

prescribed in the notice tharcof.
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(e) All legal subdivisions of lands (i.e., 40 acres by Government 1

survey or its nearest lot or tract equivalent; in instances of irregular 2
surveys unusually large lots or tracts shall be considered in multiples of 3
forty (40) acres or the nearest aliquot equivalent thereof), no parts of 4
which are entitled to be in a participating area on or before the fifth 5
anniversary of the effective date of the first initial participating area 6
established under this unit agreement, shall be eliminated automatically 7

from this agreement, effective as of said fifth anniversary, and such lands §
shall no longer be a part of the unit area and shall no longer be subject to ¢
this agreement, unless diligent drilling operations are in progress on uni- jg
tized lands not entitled to participation on said fifth anniversary, in 11
which event all such lands shall remain subject hereto for so long as such j»
drilling operations are continued diligently with not more than ninety (90) .13
days' time elapsing between the completion of one such well and the commence-js
ment of the next such well, All legal subdivisions of lands not entitled to 3

be in a participating area within ten (10) years after the effective date of jg

the first initial participating area approved under this agreement shall be 17

automatically eliminated from this agreement as of said tenth anniversary. 18
All lands proved productive by diligent drilling operations after the 19
aforesaid five-year period shall become participating in the same manner 20
as during said five-year period. However, when such diligent drilling 21
operations cease, all nonparticipating lands shall be automatically 22
eliminated effective as of the ninety-first (91st) day thereafter. The 23

Unit Operator shall within ninety (90) days after the effective date of any 24
elimination hereunder, describe the area so eliminated to the satisfaction 35

of the Supervisor and the Land Commissioner and promptly notify all parties 94

in interest. 27
If conditions warrant extension of the ten~year period specified in 28
this subsection 2(e), a single extension of not to exceed two (2) years 29

may be accomplished by consent of the owners of ninety (90) percent of the g

working interests in the current nomparticipating unitized lands and the 31
owners of sixty (60) parcent of the basic royalty interests (exclusive of 32
the basic royalty interests of the United States) in nounparticipating 33
unitized lands with approval of the Director and the Land Compissioner, 34

providad such extension application is submitted to the Director and the 35

~
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Land Commissioner not later than sixty (60) days prior to the expiration of
said ten-yesar period.

Any expansion of the unit area pursuant to this section which embraces
lands cheretofore eliminaﬁed pursuant to this subsection 2(e) shall not be
considered automatic commitment or recommitment of such lands.

3. UVITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this

agreement shall constitute land referred to herein as "unitized land™ or
“land subject to this agreement." All oil and gas in any and all formations
of the unitized land are unitized under the terms of this agreement and

herein are called "unitized substances."

4, UNIT OPERATOR. TransOcean 0il, Inc. is hereby designated as Unit
Operator and by signature hereto as Unit Operator agrees and consents to
accept the duties and obligations of Unit Operator for the discovery,
development, and production of unitized substances as herein provided.
Whenever reference is made herein to the Unit Operator, such reference
means the Unit Operator acting in that capacity and not as an owner of
interest in unitized substances, and the term 'working interest owner'" when
used herein shall include or refer to Unit Operator as the owner of a

working interest when such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have
the right to resign at any time prior to the establishmeht of a partici-
pating area or areas heresunder, but such resignation shall not beccme
effective so as to release Unit Operator from the duties and obligations of
Unit Operator and terminate Unit Operator’'s rights as such for a period of
six (6) months after notice of intention to rasign has been served by
Unit Operator on all working interest owners, the Supervisor, the Land
Commissioner and Conservation Commission, and until all wells then drilled

hereunder are placed in a satisfactory condition for suspension or aban-

donment whichever is required by the Supervisor as to Federal lands and b
g y

the Conservation Commission as to State lands unless a new Unit Operator

shall have been selected and approved and shall have taxen over and assumad

the diuties and obligations of Unit Operator prior to the expiracica of zail

rn
2

pariod.

Unit Operator shall have the right to resign in like manner and sibject

to like limitations as above provided at any time a participating area
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established hereunder is in existence, but, in all instances of resignation 1
or removal, until a successor Unit Operator is selected and approved as 2
hereinafter provided, the working interest owners shall be jointly responsi- 3
ble for performance of the duties of Unit Operator, and shall not later than 4
thirty (30) days before such resignation or removal becomes effective appoint5

a common agent to represent them in any action to be taken hereunder. 6

The resignation of Unit Operator shall not release Unit Operator from

~

any liability for any default by it hereunder occurring prior to the effec- 8

tive date of its resignation. S

The Unit Operator may, upon default or failure in the performance of 10

its duties or obligations hereunder, be subject to removal by the same 11
percentage vote of the owners of working interests as herein provided for 12
the selection of a new Unit Operator. Such removal shall be effective 13
upon notice thereof to the Supervisor and the Land Commissioner. 14

The resignation or removal of Unit Operator under this agreement 15

shall not terminate its right, title, or interest as the owner of a working 16
interest or other interest in unitized substances, but upon the resignation 17
or removal of Unit Operator becoming effective, such Unit Operator shall 18
deliver possession of all wells, equipment, materials, and appurtenances 19
used in conducting the unit operations to the new duly qualified successor 20
Unit Operator or to the common agent, if no such new Unit Operator is 21
elected, to be used for the purpose of conducting unit operations hereunder. 22
Nothing herein shall be construed as authorizing removal of any matérial, 23
equipment and appurtenances needed for the preservation of any wells. 24

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender 35

his or its resignation as Unit Operator or shall be removed as hereinabove 24

provided, or a change of Unit Operator is negotiated by working interest 27
owners, the owners of the working interests in the participating area or 23
areas according to their respective acreage interests in such participating 29

area or areas, or, until a participating area shall have been established, 3g
the own=rs of the working interests according to their respective acreage 31
interesss in all unitized land, shall by majority vote select a successor 32
Unit Op=rator: Providad, That, if a majority but less than seventy-five 33
(75) p~rcent of the working intevests qualiiied to vote are owned by one 34

party to this agreemant, a concurring vote of one or more additional 35
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working interest owners shall be required to select a new operator. Such

selaction shall not become effective until:

(a) A Unit Operator so selected shall accept in writing the duties and

responsibilities of Unit Operator, and

(b) The selection shall have beesn approved by the Supervisor.

If no successor Unit Operator is selected and qualified as herein
provided, the Director and the Land Commissioner, at th2ir electioa may
declare this unit agreement terminated.

7. ACCOUNTING PROVISICONS AND UNIT OPERATING AGREEMENT. If the Unit

Operator is not the sole owner of working interests, costs and expenses

incurred by Unit Operator in conducting unit operations hereunder shall be

"~

(%)

Fil

w

10

11

paid and apportioned among and borne by the owners of working interests, alll?

in accordance with the agreement or agreements entered into by and betwzen

the Unit Operator and the owners of working interests, whetner one or more,

separately or collectively. Any agreement or agreements enterad into
between the working interest owners and the Unit Operator as provided in

this section, whether one or more, are herein referred to as the 'unit

operating agreement." Such unit operating agreement shall also provide the

manner in which the working interest owners shall be entitled to receive

their respective proportionate and allocated share of the ben=fits accruing

hereto in conformity with their underlying operating agreements, leases or

other independent contracts, and such other rights and obligations as

betwzen Unit Operator and the working interest owners as may be agreed upcon

by Unit Opearator and the working interest owners; however, no such unit
operating agreement shall be deemed either to modify anv of the terms and
conditions of this unit agreement or to relieve the Unit Operator of any
right or obligation established under tnis unit agreewent, aad in case of
any inconsistency or conflict between this unit agreement and the unit
operating agreement, this unit agreement shall govern. Three (3) true
copies of ahy unit cperating agreement executed pursuant to this section

should be filed with thz Supervisor and one (1) true copy with the Land

Commission

D

r, prior to aoproval of this unit a
8. RIGHTS AND OBLICATIONS OF UNLIT CPERATOR. Except as otherwise

spacifically provided herein, the exclusive right, orivilege, and duty of

exercising any and all rights of the parties hereto which are ne
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convenient for prospecting for, producing, storing, allocating, and distri- 1

buting the unitized substances are hereby delegated to and shall be

(3%

exercised by the Unit Operator as herein provided. Acceptable evidence of 3
title to said rights shall be deposited with said Unit Operator and, 4

together with this agreement, shall constitute and define the rights, privi-

- leges, and obligations of Unit Operator. Ncthing herein, however, shall be ¢

construed to transfer title to any land or to any lease or operating 7

agreement, it being understood that under this agreement the Unit Operator, 8
in its capacity as Unit Operator, shall exercise the rights of possession 9
and use vested in the parties hereto only for the purposes herein specified.l0

9. DRILLING TO DISCOVERY. Within six (6) months after the effective 1]
date hereof, the Unit Operator shall begin to drill an adequate test well 12
at a location approved by the Supervisor if on Federal land, or by the 13
Land Commissioner if on State Land, or by the Conservation Commission if on 14
privactely owned land, unless on such effective date a well is being drilled 15
conformably with the terms hereof, and thereafter continue such drilling 16
diligently until the basement complex has been penetrated thirty (30) feet 17
or until at a lesser depth unitized substances shall be discovered which 18
can be produced in paying quantities (to wit: quantities sufficient to 19
repay the costs of drilling, completing, and preducing operations, with a 20
reasonable profit) or the Unit Operator shall at any time establish to the 2]
satisfaction of the Supervisor if on Federal land, of the Land Commissioner 22
if on State land, or of the Conservation Commission if om privately owned 23
land, that further drilling of said well would be unwarranted or impracti- 24
cable, provided however, that Unit Operator shall not in any event be 25
required to drill said well to a depth in excess of 4,500 feet. Until the 2g
discovery of a deposit of unitized substances capable of being produced in 27
paying quantities, the Unit Operator shall continue drilling one well at a 28
time, allowing not more than six (6) months between the completion of one 29
well and thé beginning of the next well, until a well capable of producing 30
unitized substances in paying quantities is completed to the satisfaction 31

of said Supervisor 1f on Federal land, ¢of the Laand Commissiocner if on State 32

1)
a1

Land, or of the Conservation Commission 1f on privately owned land, or until3jj
it is rmasonably proved that the unitized land is incapable of producing 34

unitized substances in paving quantities in the formations drilled here- 35
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under. Nothing in this section shall be deemed to limit the right of the

Unit Operator to resignas provided in Section 5, hereof, or as requiring

1

2

Unit Operator to commence or continue any drilling during the period pending 3

such resignation bacoming effective in order to comply with the requirements 4

of this section. The Supervisor may modify the drilling requirements of

4

5

this section by granting reasonable extensions of time when, in his opinion ¢

such action is warranted.

Upon failure to commence any well provided for in this section within

7

8

the time allowed, including any extension of time granted by the Supervisor, 9 .

this agreement will automatically terminate; upon failure to continue
drilling diligently any well commenced hereunder, the Supervisor and the
Land Commissioner may, after fifteen (15) days notice to the Unit Operator,

declare this unit agreement terminated.

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

‘after completion of a well capable of producing unitized substances in
paying quantities, the Unit Operator shall submit for the approval of the
Supervisor and the Land Commissioner an acceptable plan of development and
operation for the unitized land which, when approved by the Supervisor and
the Land Commissioner, shall constitute the further drilling and operating
obligations 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 submit for the approval of the
Supervisor and the Land Commissioner a plan for an additional specified

period for the development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide for the
exploration of the unitized 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 and the
Land Commis;ioner nay determine to be necessary for timely development and
proper conservation of the oil and gas resources of the vnitized 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

10

25
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31
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33

34

(b) To the extent practicable spacify the operating practices regardedss
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as necessary and advisadble for proper conservation of natural resource$.> 1
Separate plans may be submitted for separate productive zones, subject to 2
the approval of the Suparvisor and the Land Commissioner. 3

Plans shall be modified or supplemented when necessary to meat changea 4
conditions or to protect the interests of all parties to this agreement. 5
Reasonable diligence shall be exercised in complying with the obligations of §

the approved plan of development. The Supervisor and the Land Commissioner 7

are authorized to grant a reasonable extension of the six-month period 8
herein prescribed for submission of an initial plan of development whers g
such action is justified because of unusual conditions or circumstances. 10

After completion hereunder of a well capable of producing any unitized sub- ]}
stance in paying quantities, no further wells, except such as may be 12
necessary to afford protection against operations not under this agreement ;3
and sucin as may be specifically approvad by the Supervisor and the Land 14
Commissioner, shall be drilled except im accordance with a plan of develop- ;3
ment approved as herein provided. 16

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable 17
of produéing unitized substances in paying quantities or as soon thereafter 18
as required by the Supervisor and the Land Commissioner, the Unit Operator 19
shall submit for approval by the Supervisor and the Land Commissioner a 20

schedule, based on subdivisions of the public-land survey or aliquot parts 2]

thereof, of all land then regarded as reasonably proved to be productive 22
in paying quantities; all lands in said schadule on approval of the 23
Supervisor and the Land Commissioner to coastitute a participating area, 24

effective as of the date of completion of such wall or the effactive date of2s

On

this unit agreement, whichever is later. The acreages of both Federal and 2

non-Federal lands shall be based upon appropriate computations from the 2

~1

rm

courses and distances shown oa the last approvad public-land survey as o 23

the effective date of each initial participatring area. Said schedule shall 29

also set forth the parcentage of unitized substances to be ailocated as 30
herein nrovided to eack tract in the participating area so 2stablished, 31
and shall govern the allocation of preduction commencinyg with the effcctive 37
date of the participating area. A separate participatiag arca shall be 33

any group thereof which 1s produced as a single pool or zoas, zuad any twe
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or more participating areas so established may be combined into one, on

approval of the Supervisor and the Land Commissioner. When production from

two or more participating 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 pre-
scribed by the Supervisor and the Land Commissioner. 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 nacessary for unit
operations, or to exclude land then regarded as reasonably proved not to be
productive in paying quantities and the schedule ﬁf allocation percentages
shall be revised accordingly. The effective date of any fevision shall be

the first of the month in which is obtained the knowladge or information on

which such revision is predicated, provided, however, that a more appro-

priate effective date may be used if justified by the Unit Operator and
approved by the Supervisor and the Land Commissioner. No land shall be
excluded from a participating area on account of depletion of the unitized
substances, except that any participating area established under the pro-
visions of this unit agreement shall terminate automatically whenever all
completion in the formation on which the participating ar=a 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 2

quantities; but, regardless 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 absence of agreement at any time between tha Unit Operator and
the Supervisor and the Land Commissioner as to the proper definition or
redefinitioﬁ of a participating area, or until a participating area has,

or arcas have, been astablished as provided herein, the portion of all

reby snall be impounded in a manner matually aceepo-
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able to the owners of working interests and the Supervisor and the Land

Commiscioner. Rovalties duz the United Statez and tae Nerr Mawico

ot

,_.
t

2

16

17

18

19

t.
s

(V8]
w




"

10

11

tively, and the amount thereof shall be deposited, as directed by the
Supervisor and the Land Commissioner, to be held as unearned monies until
a participating area is finally approved and then applied as earned or
returned in accordance with a determination of the sums due as Federal
royalty and State of New Mexico royalty, respectively, on the basis of such
approved participating area.

Whenever it is determined, subject to the approval of the Supervisor,

as to wells drilled on Federal land and the Land Commissioner as to wells

7
8

drilled on State land and of the Conservation Commission as to wells drilled 9

on privately owned land, that a well drilled under this agreement is not
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 already within the participating area

established 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 participating area established under this agreement, except any part

17
18
15

20

thereof used in conformity with good operating practices within the unitizedy;

area for drilling, operating, camp and other production or development

22

purposes, for repressuring or recycling in accordance with a plan of devel- 23

opment approved by the Supervisor, the Land Commissioner and the
Conservation Commission, or unavoidably lost, shall be deemed to be pro-
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 determining 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
narticipating area bears to the total acres of unitized land in said

aresa, except that allocation of production hereunder for

purposes other than for settlement of the royalty, overriding royalty, or

[ 1]

payment out of pruduction obligations of the respective working interest

owners, shall bz vn tha basis prescribed in the unit oparating agreement

27

28

29
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whether in conformity with the basis of allocation herein set forth or
otherwise. It is hereby agreed that production of unitized substances from
a participating area shall be allocated as provided herein regardless of

whether any wells are drilled on any particular part or tract of said part-

4

icipating area. If any gas produced from one participating area is used for 5

repressuring or recycling purposes in another participating area, the first
gas withdrawn from such last-mentioned participating area for sale during
the life of this agreement shall be considered to be the gas so transferred

until an amount 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 was last defined at the time of such final 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 as to Federal land, the Land Commissioner as to State land, and

the Conservation Commission as to privately owned land, at such party's solej

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 ninety (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 aforesaid by a working interest o&ner 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 estab-

lished or enlarged as provided in this agreement and the well shall there-

after be operated by the Unit Operator in accordance with the terms of this 5

agreement and the unit operating agreement.

If any well drilled as aforesaid by a working interest owner obtains
production in quantities insufficient to justify the inclusion of the land
upon which such well is situated in a participating area, such well may be
operacad and produced by the party drilling the same subject to the

congervation requiremants of this agreement. The rovalties in amount or

value of producticn from any such well shall be paid as specified in the
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underlying lease and agreements affected. |

14, ROYALTY SETTLEMENT. The United States, the State of New Mexico,

3%

and any royalty owner who, is entitied to take in kind a shara of the 3
substances now unitized hereunder shall hersaiter be entitled to the right 4
to take in kind its share of the unitized substances, and Unit Operator, or 5

the working interest owner in case of the overation of a well by a working 4§

interest owner as herein provided for in special cases, shall make deliveries7
of such royalty share taken in kind in conformity with the applicable 8
contracts, laws, and regulations. Settlement for royalty interest not taken 9
in kind shall be made by working interest owners responsible therefor under [
existing contracts, laws and regulatioms, or by the Unit Operator on or 11

before the last day of each month for unitized substances produced during 12

the preceding calendar month; provided, however, that nothing herein con- 13
tained shall operate to relieve the lessees of any land from their respec- 4
tive lease obligations for the payment of any royalties due under their | 15
leases. 16

If gas obtained from lands not subject to this agreement is introduced 17
into any participating area hereunder, for use in repressuring, stimulation 18
of production, or increasing ultimate recovery, in conformity with a plan ofi9
operations approved by the Supervisor, the Land Commissioner and the 20

Conservation Commission, a like amount of gas, after ssttlement as herein 2

-y

provided for any gas transferred from any other participating area and

~
[

with appropriate deduction for loss from any cause, may be withdrawn from

(S
(W8]

the formation into which the gas is introduced, royalty free as to dry gas, 24
but not as to any products which may be extracted therefrom; provided that 25
such withdrawal shall be at such time as may be provided in the approved 2§
plan of operations or as may otherwise be consented to by the Supervisor, 27
the Land Commissioner and the Conservation Commission as conforming to 23

good petroleum engineering practice; and provided further, that such right 29

of withdrawal shall terminate on the termination of this unit agreament. 30

Rovalty due the United States shall be computed as provided in the 31
operating regulations and paid in value or delivered in kind as to all 22
unicized substances on the basis of the amounts thereof allocated to 33
unitized Federal land as provided herein at the rates specified in the 34
respective Federal leases, ovr at such lower rate or rates as may be 35

~14=~
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authdrized by law or regulation; provided, that for leases on which the
;oyalty rate depends on the daily average production per well, said average
production shall be determined in accordance with the operating regulations
as though each participating area were a single consolidated lease.

Royalty due the State of New Mexico shall be computed and paid on the
basis of the amounts allocated to unitized State land as provided herein at
the rate specified in the State oil and gas lease.

Royalty due on account of privately owned 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

committed hereto shall be paid by working interest owners responsible there- I

for under existing contracts, laws, and regulations, provided that nothing
her«in contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any rental or minimum

royalty due under their leases. Rental or minimum royalty for lands of the

United States subject to this agreement shall be paid at the rate specified

in the respective leases from the United States unless such rental or mini-

‘mum royalty is waived, suspended, or reduced by law or by approval of the

Secretary or his duly authorized representative.

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

With respect to any lease on non-Federal land containing provisioas
which would terminate such lease unless drilling operations are commenced
upon the land covered thereby within the time therein specified or rentals
paid for the privilege of deferring such drilling operations, the rentals
required thereby shall, notwithstanding any other provisions of this agree-
ment, be deemed to accrue and become payable during the term thereof as

extended by this agreement and until the required drilling operations are

17

18

19

20

21

22

23

24

25

26

27

28

commanced upon the land covered thereby or uantil some portion of such land is29

.

included within a participating area.

16, CONSERVATION. Operations hereunder and production of unitized
substancas shall b2 conducted to provide for the most economical and effi-
cient recovery of said substances without waste, as defined by or pursuant
to Stace or Fedoeral law or regulation.

17. DRAINAGE. The Unit Operator snhall take such measures as the

~153-
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Supervisor and Land Commissioner deem appropriate and adequate to prevent
drainage of unitized substances from unitized land by welis on land not
subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, coundi-
tions, 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 agreement are hereby expressly modified and amended to the
extent necessary to make the same conférm to the provisions herzof, 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

9

10

as to State leases, shall and each by his approval hereof, or by the approvalj;

hereof by his duly authorized representative, does hereby establish, alter,

change or revoke the drilling, producing, rental, minimum royalty, and
royalty raquirements of Federal and State leases committed hereto and the
regulations in respect thereto to conform said requirements to the provi-
sions of this agreement, and, without limiting the generality of the fore-
going, all leases, subleases, and contracts are particularly modified in
accordance with the following:

(a) The development and operation of lands subject to this agreement

under the terms hereof shall be deemed full performance of all obligatioas

for development and operation with respect to each and every separately
owned tract subject to tihis agreement, regardless of whether there is any
development of any particular tract of the unit area,.

(p) Drilling and producing operations performed herasunder upon any
tract of unitized lands will be accepted and deemed to be performed upomn
and for the benefit of each and every tract of unitized land, and no lease
shall be deemed to expire by reason of failure to drill or produce wells
situated on the land therein embraced.

(c) Suspansion of drilling or producing operations on all unitized
lands pursuagt to direction or consent of the Secretary and the Land
Comnmissioner or their duly authorized representatives shall be dzemad to

constirute suchh suspension pursuant te such direction or coansent as te each

and every tract of unitized land. A suspension of drilling or producing
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oparaticns limited to specified lands shall be applicable only to such lands.3i

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

35
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drilling, development or operation for oil or gas of lands other than those 1
of the United States committed to this agreement, which, by its terms might 2

expire prior to the termination of this agreement, is hereby extended beyond 3

any such terms so provided therein so that it shall be continued in full 4
force and effect for and during the term of this agreement. 5

(e) Any Federal lease for a fixed term of twenty (20) years or any 6
renewal thereof or any part of such lease which is made subject to this 7

agreement shall continue in force beyond the term provided therein until the 8
termination hereof. Any other Federal lease committed hereto shall continue 9

in force beyond the term so provided therein or by law as to the land com- 10

mitted so long as such lease remains subject hereto, provided that productionll
is had in paying quantities under this unit agreement prior to the expira- 12
tion date of the term of such lease, or in the event actual drilling 13
operations are commenced on unitized land, in accordance with the provisions 14
of this agreement, prior to the end of the primary term of such lease and 15
are being diligently prosecuted at that time, such lease shall be extended 16
for two (2) years and so long thereafter as oil or gas is produced in paying 17
quantities in accordance with the provisions of the Mineral Leasing Act 18
Revisions of 1960. 19

(£) Each sublease or contract relating to the operation and develop- 20
ment of unitized substances from lands of the United States committed to this2l
agreement, which by its terms would expire prior to the time at which the 22
underlving lease, as extended by the immediately preceding paragraph, will 23
expire, is hereby extended beyond any such term so provided therein so that 24
it shall be continued in full force and effect for énd during the term of thejs
underlying lease as such term is herein extended. 26

(g) The segregation of any Federal lease committed to this agreement 27

is governed by the following provision in the fourth paragraph of Sec. 17(j)

2

28
of the Mineral Leasing Act, as amended by the Act of September 2, 1960 29
(74 Statc. 78£—784): "Any (Federal) lease heretofore or hereafter committed 30
to any such (unit) plan embracing lands that are in part within and in part 3]
outsidc of the avea covered by any such plan shall be segregated into sep- 3
arate leases as to the lands committed and the lands not committed as of the 33

effecrive daterof unitization: Provided, howzver, That any such lease as to 354

the nonunitized portion shall coatinue in force and effect for the term 35
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thereof but for not less than two (2) years from the date of such sagre-
gation and so long thereafter as oil or gas is produced in paying quantities.

Any lease embracing lands of the State of New.Mexico which is made
subject to this agreement, shall continue in force beyond the term orovided
therein as to lands committed hereto with the termination hereof.

(h) Any lease, other than a Federal lease, having only a portion of
its lands committed hereto shall be segregated as to the portion committed
and the portion not committed, and the provisions of such lease shall apply
separately to such segregated portions commencing as of ﬁhe effective date
herzof. In the event any such lease provides for a lump-sum rental payment,
sucih payment shall be prorated between the portions so segregated in pro-
portion to the acreage of the respective tracts.

(1) Any lease embracing lands of the State of New Mexico having only-
a portion of its land committed hereto, shall be segregated as to the
portion committed and the portion not committed, and the provisions of such
lease shall apply separately to such segregated portions commencing as of
the effective date hereof; provided, however, notwithstanding any of the
provisions of this agreement to the contract 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 beyvond the term provided therein as
to all lands ermbraced in such lease, if o0il or gas is discovered 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 lessee or the Unit
Operator 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 so long as such
operations are being diligently prosecutsed, and if they result in the pro-
duction of 0il or gas, said lease shall continué.in full force and effect as
to all of the lands embraced therein, so long thereafter as oil or gas in
paying quantities is bsing produced from zny portiou of said laads.

19, COVENANTS RUY WITH LAND. The covenants hevrcin shall be construed

1]
9]

to be covenants running with the land with rvespect to the intevest of the

partiaes nereto and tlieir successors in incevest until this agreement

L=

terminates, and any grant, transfer, or coaveyance, ol interest in land or

1
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leases subject hereto shall be and hereby is conditioned upon the assumption L

of all privileges and obligations hereunder by the grantee, transferee, or 2
other successor in interest, No assignment or transfer of any working 3

interest, royalty, or other interest subject hereto shall be binding upon Unit4
Operator until the first day of the calendar month after Unit Operator is 5
furnished with the original, photostatic, or certified copy of the instrument ¢

of transfer. 7

20. EFFECTIVE DATE AND TERM. This agreement shall become effective 8

upon approval by the Secretary and the Land Commissioner or their duly g
authorized representatives and shall terminate five (5) years from said 10
effective date unless, 11

(a) Such date of expiration is extended by the Director and the 12
Land Commissioner, or 13

(b) It is reasonably determined prior to the expiration of the fixed g,

term or any extension thereof that the unitized land is incapable of pro- 17

duction of unitized substances in paying quantities in the formations tested 1€
hereunder and after notice of intention to terminate the agreement on such 17
ground is given by the Unit Operator to all parties in interest at their 18
last known addresses, the agreement is terminated with the approval of the 1<
Supervisor and Land Commissioner, or : 20

(¢) A valuable discovery of unitized substances has been made or 21

accepted on unitized land during said initial term or -any extension thereof, 33

in which event the agreement shall remain in effect for such term and so 23

long as unitized substances can be produced in quantities sufficient to pay 24
for the cost of producing same from wells on unitized land within any parti- 25
cipating area established hereunder and, should production cease, so long
thereafter as diligent operations are in progress for the restoration of 27

production or discovery of new production and so long thereafter as unitized ,g¢

substances so discovered can be produced as aforesaid, or 29

(d) 1t is terminated as heretofore provided in this agreement. 30
This agreement may be terminated at any time by not less than seventy-five 31
(75) wer centum, on an acreage basis, of trhe working interest owners 32

signatory hereto, with the approval of the Supervisor and Land Commissioner; 33

notice of any such approval to be given by the Uanit Operator to all parties 3,

S —————————P
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21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director is

1

_hereby vested with authority to alter or modify from time to time in his 2

discretion the quantity and rate of production under this agreement when such 3

quantity and rate is not fixed pursuant to Federal or State law or does not 4

conform to any state-wide voluntary conservation or allocation program, which 3
is established, recognized, and generally adhered to by the majofity of 6
operators in such State, such authority being hereby limited to alteration or 7
modification in the public interest, the purpose thereof and the public ]
intarest to be served thereby to be stated in the order of alteration or mod- 9
ification. Without regard to the foregoing, the Director is also hereby 10
vested with authority to alter or modify from time to time in his discretion 11
the rate of prospecting and development and the quantity and rate of pro- 12
duction under this agreement when such alteration or modification is in the

interest of attaining the c¢onservation objectives stated in this agreement 14

4
and is not in wviolation of any applicable Federal or State law. 15

Powers in this section vested in the Director shall only be exercised 16

after notice to Unit Operator and opportunity for hearing to be held not lessl?

than fifteen (15) days from notice. 18
Provided, further, That no such alteration or modification shall be 19
effective as to any land of the State of New Mexico, as to the rate of 20

prospecting and develcping in the absence of the specific written approval 23
thereof by the Commissioner and as to any lands of the State of New Mexico 22

or privately owned lands subject to this agreemeat as to tne quantity and

1~
(W]

rate of production in the absence of specific written approval thercof by 24
the Commission. 25
22, CONTLICT OF SUPERVISICON. HNeither the Unit Operator nor the 26

working interest owners nor any of them shall be subject to any forfeiture, 27
termination or expiration of any rights hereunder or under any leases or 23
contracts subject hereto, or to any penalty or liability on account ¢f delay 29

or failure in whole or ia part to comply with any applicable provision 39

thereof to the extent that the Unit Operator, workiag interest owners or any

(93]
ot

0f them are hindered, dzlayed or prevented from complyving thevewith by 32
reason of failure of the Unit Opsrator to obtain in the exercise of due 33
diligence, the concurrence of proper representatives of the United States 34
and proper representatives of tne State of New Mzxico in and about any 35

f—



matters or thing concerning which it is required herein that such con- 1
currence be obtained., The parties hereto, including the Conservation 2

Commission, agree that all powers and authority vested in the Conservation 3

Commission in and by any provisions of this by it pursuant to the provisions 4

of the laws of the State of New Mexico and subject in any case to appeal or 5

judicial review as may now or hereafter be provided by the laws of the State 6
I

of New Mexico. 7

23. APPEARANCES. Unit Operator shall, after notice to other parties 8

affected, have the right to appear for and on behalf of any and all interests9

affected hereby before the Department of the Interior, tﬁe Commissioner 10
of Public Lands of the State of New Mexico and the NewrMexico 0il 11
Conservation Commission and to appeal from orders issued under the regu- 12
lations of said Department, the Conservation Commission or Land 13

Commissioner or to apply for relief from any of said regulations or in any 14
procesedings relative to operations before the Department of the Interior, 15
the Land Commissioner, or Conservation Commission or any other legally 16
constituted authority; provided, however, that any other interested party 17
shall also have the right at his own expense to be heard in any such pro- 18
ceeding. 19

24, HNOTICES. All notices, demands or statements required hereunder 20
to be given or rendered to the parties hereto shall be deemed fully given 23
if given in writing and personally delivered to the party or sent by post- 22
paid registered or certified mail, addressad to such party or parties at 23
their respective addresses set forth in connection with the signatures 24
hereto or to the ratification or consent hereof or to such other address as ;5

any such party may have furnished in writing to party sending the notice, 9¢

demand or statement. 27

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained 23

shall be construed as a waiver by any party hereto of the right to assert 29

any lezal or constitutional right or defense as to the validity or invalid- j3p
ity of any law of the State wherein said unitized lands are located, or of 3
the U'nited States., or regulations issued thereunder in any way affecting
such party, or as a walver by any such party of any right beyond his or its 33

authority to waive, 34

26. UNAVOIDABLZ DELAY. All obligations under this agreement requiringss

E
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20

the Unit Operator to commence or continue drilling or to operate on or 1

produce unitized substances from any of the lands covered by this agreement

(38 ]

shall be suspended while the Unit Operator, despite the exercise of due care 3

and diligence, is prevented from complying with such obligations, in whole ¢

or in part, by strikes, acts of God, Federal, State, or municipal law or 3
agencies, unavoidable accidents, uncontrollable delays in transportation, 6
inability to obtain necessary materials in open market, or other matters 7

beyond the reasonable control of the Unit Operator whether similar to matters8
herein enumerated or not. No unit obligation which is suspended under this 9
section shall become due less than thirty (30) days after it has been 10

determined that the suspension is no longer applicable. Determination of 1i

creditable 'Unavoidable Dalay" time shall be made by the Unit Operator 12
subject to approval of the Supervisor and the Land Commissioner. 13
27. NHONDISCRIMINATION. In connection with the parformance of work 14

under this agreement, the operator agrees to comply with all the provisious 15
of Section 202 (1) to {(7) inclusive of Executive Order 11246 (30 F.R. 12319)16
as amended, which are hereby incorporated by reference in this agreement. 17

28, LOSS OF TITLE. 1In the event title to any tract of unitized land 18
shall fail and the true owner cannot be induced to join in this unit 19
agreement, such tract shall be automatically regarded as not committed here-q
to and there shall be such readjustment of future costs and benefits as may 3]
be required on account of the loss of such title. In the event of a disputep;

as to title as to any royalty, working interest, or other interests subject ,

Lo

thereto, payment or delivery on account thereof may be withheld without 24
liability for interest until the dispute is finally settled; providad, that,ys
as to Federal and State land or leases, no payments of funds due the 26
United States or the State of New Mexico should be withheld, but such funds ;54

of the United States shall be deposited as directed by the Supervisor and

23

such funds of the State of New Mexico shall be deposited as directed by the ;4
Land Commissioner to be held as unearned money pending final settlemeat of 38
the title dispute, and then applied as earnmad or returped in accordance 31
with such final settlement. 32
Unit Operator as such is rolieved from any raespensibility for any 33
defect or failure of any title nereunder. 34

29. NON-JOINDER AND SUBSEQUILNT JOIXDIR. If the owner of any sub-

[
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11

12

13

14

15

stantial interest in a tract within the unit area fails or refuses to sub-

L
scribe or consent to this agreement, the owner of the working interest in 2
that tract may withdraw said tract from this agreement by written notice 3

delivered to the Supervisor and the Land Commissioner, and the Uait Operator 4
prior to the approval of this agreement by the Supervisor. Any oil or gas 5
interests in lands within the unit area not committed hereto prior to sub- ¢

mission of this agreement for final approval may thereafter be committed 7

hereto by the owner or owners thereof subscribing or consenting to this 8

agreement, and, if the interest is a working interest, by the owner of such ¢
interest also subscribing to the unit operating agreement. After operatiomsjg
are ccmmenced hereunder, the right of subsequent joinder, as provided in 11
this section, by a working interest owner is subject to such requirements 12

or approvals, if any, pertaining to such joinder, as may be provided for in j3

the unit operating agreement. After final approval hereof, joinder by a 14
non-working interest owner must be consented to in writing by the working 15
interest owner committed hereto and responsible for the payment of any 16
benefits that may accrue hereunder in behalf of such non-working interest. 117
A non-working interest may not be committed to this unit agreement unless 18
the corresponding working interest is cormitted hereto. Joinder to the 16
unit agreement by a working-interest owner, at any time, must be accom- 20
panied by appropriate joinder to the unit operating agreement, if more than 33
one committed working-interest owner is involved, in order for the interest 323
to be regarded as committed to this unit agreement. Except as may otherwise23
herein be provided, subsequent joinders to this agreement shall be effective2s
as of the first day of the month following the filing with the Supervisor, 25
the Land Commissioner and the Conservation Commission of duly executed 26
counterparts of all or any papers necessary to establish effective commit- 27
ment of any tract to this agreement unless objection to such joinder is 28
duly made within sixty (60) days by the Supervisor or Land Commissioner, 29

provided, that as to State lands, all subsequent joinders must be approved 30

by the Land Commissioner. 31
30. COUNTERPARTS. This agreement may be executed in any number of 32

counterparts no one of which needs to be executed by all parties or may be 33

ratified or consented to bv separate instrument in writing specifically 34
referring hereto and shall be binding upon all those parties who have 35
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executed such a counterpart, ratification, or consent hereto with the same |
force and effect as if all such parties had signed the same document and 2
regardless of whether or not it is executed by all other parties owning or 3
claiming an interest in the lands within the above-describad unit area. 4

30. SURRENDER. Nothing in this agreement shall prohibit the exercise g

by any working interest owner of the right to surrender vested in such party

6
by any lease, sublease, or operating agreement as to all or any part of the 7
lands covered thereby, provided that each party who will or might acquire 8
such working interest by such surrender or by forfeiture as hereafter set 9
forth, is bound by the terms of this agreement. 10

If as a result of any such surrender the working interest rights as to 11
such lands become vested in any party other than tha fee owner of the 12
unitized substances, said party may forfeit such rights and further benefits;;
from operation hereunder as to said land to the party next in the chain of 14
title who shall be and become the owmer of such working interest. 15
If as the result of any such surrender or forfeiture working interest 16

rights become vested in the fee owner of the unitized substances, such

17

owner may: 18
(1) Accept those working interest rights subject to this agreement 19

and the unit operating agreement; or 20

(2) Lease the portion of such land as is included in a participating 2}

area established hereunder subject to this agreement and the unit operating 29

agresxent; or 23
(3) Provide for the independent operation of any part of such land 24
that is not then included within a participating area established here- 25
under, 26
If the fee owner of the unitized substance does not accept the 27
working interest rights subject to this agreement and the unit operating 28

agreemant or leas2 such lands as above provided within six (6) months after 29
the surrendered or forfeited working interest rights become vested in the 30

fee owner, the benefits and oblications of operations seccr
> o
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lands undar this agreement and the unit cperating agreemant shall be shared 32

by the remaining owners of unitized working interests in azcordance with 33
their respective workiny interest ownerships, and such owners of working A

interastcs shall compensate the fee owner of unitized substances in such

(93]
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lands by paying sums equal to the rentals, minimum royalties, and royalties
applicable to such lands under the lease in effect when the lands were

unitized.

—

N

An appropriate accounting and settlement shall be made for all benefits 4

accruing to or payments and expenditures made or incurred on behalf of such

surrenderad or forfeited working interest subsequent to the date of sur-

render or forfeiture, and payment of any monies found to be owing by such an

accounting shall be made as between the parties within thirty (30) days.

In the event no unit operating agreement is in existence and a mutually
acceptable agreement between the proper parties thereto cannot be consum~
mated, the Supervisor may ‘prescribe such reasonable and 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 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.

32. TAXES. The working interest owners shall render and pay for
their account and the account of the royalty owners all valid taxes on or
measured by the unitized substances in and under or that may be produced,

gathered and sold from the land subject to this contract after the

effective date of this agreement, or upon the proceeds or net proceeds

derived therefrom. The working interest owners on each tract shall and may

gharge 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 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
to the State of New Mexico or to any lessor who has a contract with his
lessec whicp requires the lessee to pay such taxes.

33. NO PARTNERSHIP. It is expressly agreed that the relation of

the parties hereto is that of independent contractors and nothiag in this

(%

agroement contained, expressed or implied, nor amy operations conducted

shall create or be deemed to have created a partnership or

association between the parties hereto or any of them.
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IN WITNESS WHEREOF, the parties hereto have caused this agreement to 1

-be -executed and have set opposite their respectivé names the date of 2
execution. 3
4
UNIT OPERATOR AND 5
WORKING INTEREST OWNER
) 6
TRANSOCEAN OIL, INC.
7
Date January 7, 1977 By : E?‘ 8
Attorney-in-Fact
1700 First City East Building 9
Houston, Texas 77002
10
11
12
STATE OF TEXAS ) 13
) SS
COUNTY OF HARRIS ) 14
0n»this 7th day of January , 1977 , before me personally 15
appeared C. R. Church, to me known to be the person who executed the 16

foregoing instrument in behalf of TRANSOCEAN OIL, INC., and acknowledged 17

that he executed the same as the free act and deed of TRANSOCEAN OIL, INC. 18

GIVEN under my hand and seal this /tP  day of _ January _ ,19

A.D., 1977.

My commission expires:
KAROM SUE CEARLEY
Notary Pubiic in and for Harris County, Texas
issi ; —41977

20

Not4ry Public




EXHIBIT "B"

SCHEDULE SHOWING. THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS INTERESTS
2 . FRENCH UNIT AREA

CATRON COUNTY, NEW MEXICO

i

OVERRIDING ROYALTY

NUMBER  SERIAL NUMBER  BASIC ROYALTY LESSEE OF RECORD WORKING INTEREST
OF AND EXPIRATION AND AND . AND AND -
DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
- FEDERAL LANDS
1 -~ TIN-R16W, NMPM 564.86 NM-22219#% United States *TransOcean 62.50% Harlan C. Altman, Jr., *TransOcean 62.50%
Section 6: Lots 1,2,3, 3-31-85 100% - Helis . 33.75% Trustee of the Stewart Helis 33.75%
4,5, SE4NW, Keller 3.75% Venture Trust dated Keller 3.75
E}SWy, SHNEY 12-31-74 1.0%
SE% Mark E. Weidler 1.5%
Bruce A. Black 1.57
2 . T2N~R17W, NMPM 2,234.34 NM-22233%% United States TransOcean 62,50% Colorado Plateau TransOcean 62.50%
. Section 18: Lots 5,6,7, 3-31-85 1007 Helis 33.75% Geological Sve. Inc. 3% Helis 33.75%
8,9,10,11 Keller 3.75% Keller 3.75%
Section 19: Lots 5-19
Section 29: Lots 9-16
Section 30: Lots 5-20(All)
Section 31: E
3 T2N-R17W, NMPM . 2,293.42 NM-22234%%* United States TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 17: Lots 1-8 ) 3-31-85 100% Helis 33.75% Geological Svec. Inc. 3% Helis 33.75%
Section 20: Lots 1-8 Keller 3.75% Keller 3.75%
WsEY, SE%SEY
Section 21: Lots 1-4, Sk,
EXNWY;, SWiNWy
Section 28: W4, NEY%, N%SE4%
Section 29: Lots 1-8
4 T2N-R17W, NMPM 2,515.16  NM-22235%%* United States TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 22: Lots 1-14 3-31-85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
WsSW (A11) : Keller 3.75% Keller 3.75%
Section 23: Lots 1,2,3 °
Section 27: All
Section 33: NWk, SMNEX, Sk
Section 34: Lots 1,2,

[



WORKING INTEREST

" NUMBER _ SERIAL NUMBER

BASIC ROYALTY

LESSEE OF RECORD

OVERRIDING ROYALTY

Section Ho" El
Section 11: All _
Section 12: Lots 1-8

o S OF AND EXPIRATION AND AND , AND AND
DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCERTAGE _PERCENTAGE PERCENTAGE
T2N-R17W, NMPM 2,547.54 NM-22236*% United States TransOcean 62.50% Colorado Plateau TransOcean 62,50%
Section 23: Lot 4, SEyx 3-31-85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%

NiNWe;, SEMNW Keller 3.75% Keller 3.75%
NEX%SWy
Section 24: S%
Section 25: All
Section 26: Lots 1~6
 NEX, SWx, EiNWg (Al1)
Section 35: Lots 1-6 :
NMNWg, NE%
NEXSEY%, S':Swi
T2N-R17W, NMPM 480.00 NM-22240%%* United States TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 23: NE% 3-31-85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Section 24: N Keller 3.75% : . Keller 3.752
T2N-R18W, NMPM 320.00 NM-22297*%* United States TransOcean 62.50% Colorado Plateau TransOcean 62.507%
Section 10: W 3-31-85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Keller 3.75% Keller 3.75%
T2N-R18W, NMPM 2,092.95 NM-22298%* United States TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 13: Lots 1-8 3-31-85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
SEx Keller 3.75% Keller 3.75%
Section 1l4: All
Section 15: E4
Section 23: All
T2N-R18W, NMPM 2,240.53  NM-22299*%* United States TransOcean 62.50% Colorado Plateau . TransOcean 62.50%
Section 1: Lots 1, 5-13 - 3-31-85 100% Helis 33.75% Geological Svc. Inc. 3% Helils 33.75%
SEY%NEY Keller 3.75% Keller 3.75%
Section 3: Lots 1,2
SMNEY%, Sk

o i T



NUMBER

BASIC ROYALTY

OVERRIDING ROYALTY

; wn

SERIAL NUMBER LESSEE OF RECORD WORKING INTEREST
. | OF  AND EXPIRATION AND _AND AND AND
" DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
T2N-R18W, NMPM 1,280.00 NM-22315*%*% United States TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 24: All 3-31-85 , 100% Helis 33.752 Geological Svc. Inc. 3% Helis 33.75%
Section 25: All Keller: 3.75% , : Keller 3.75%
TIN-R17W, NMPM 2,200.00 NM-22317%* United States TransOcean 62,50% Colorado Plateau TransOcean 62.50%
Section 13: S, NW 3-31-85 , 1002 Helis 33.75% Geological Sve. Inc. 3% Helis 33.75%
_ ShNFY, NWiNEY . Keller 3.75% Keller 3.75%
Section 1l4: All : _ , .
Section 15: Wk
Section 23: All
12 TIN-R17W, NMPM 1,920.00 NM=-22319** United States ‘TransOcean 62,502 Colorado Plateau TransOcean 62.50%
Section 24: All 3-31-85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Section 25: All Keller 3.75% Keller 3.75%
Section 26: All
13 TIN~R17W, NMPM 2,555.95 NM-22321%*% United States TransOcean ' 62.50% Colorado Plateau TransOcean 62.50%
Section ' 3: Lots 1-4, 3-31-85 1007 Helis 33.75% Geological Svec., Inc. 3% Helis 33.75%
ShNds, Sls(All) . Keller 3.75% Keller 3.75%
Section 4: Lots 1-4
SNk, S%5(ALl)
Section 5: Lots 1-4,
ShNlg, Sks(All)
Section 9: All
14 T1IN-R17W, NMPM 2,398.72 NM-22322%* United States TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 1: Lots 1-4 3-31-85 100% Helis 33.75% Geological Svc. Inc. 37 Helis 33.75%
ShNls, WASEY Keller 3.75% . Keller 3.75%
SW
Section 10: All
Section 11: All
Section 12: N, SWy
WsSEX%
15 TIN-R17W, NMPM 640.00  NM-22488** tnited States TransOcean 62.50% . Colorado Plateau TransOcean 62.50%
Section 22: All 6-30-85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
. : Keller 3.75% _ Keller 3.75%



OVERRIDING ROYALTY

Section 2: Lots 1,2,3,4;
Sighy, Sk(Al1)

NUMBER  SERIAL NUMBER BASIC wow>ra«,. LESSEE OF RECORD WORKING INTEREST
_ o : OF AND EXPIRATION AND AND AND AND
DESCRIPTION OF LAND A - ACRES DATE OF LEASE PERCENTAGE - PERCENTAGE PERCENTAGE PERCENTAGE
. T2N-R16W, NMPM 1,208.44 'NM-23689 ** United States TransOcean 62.502 Harlan C. Alman, uw., TransOcean 62.50%
Section 30: Lets 1~4 _ 8-31-85 , 1007 Helis 33.75% - Trustee of the Stewart Helis 33.75%
WsEls, EdWs . Keller 3.75% Venture Trust dated Keller 3.75%
- ENSEY 12-31-74 1.0%
Section 31: Lots 1-4, Mark E. Weidler 1.5%
, EWls, Bl Bruce A. Black 1.5%
16 FEDERAL TRACTS TOTALING 27,491.91 acres or 79.59% of a unit area.
STATE LANDS
17 TIN-R17W, NMPM 638.08 LG-2076** State of New TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 2: Lots 1-4 8-31-79 Mexico - .100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
SNk, Sk(All) : Keller 3.752% : Keller 3.75%
18 T2N-R17W, NMPM 1,098.25 LG-2105** State of New TransOcean .mN.McN Colorado Plateau TransOcean 62.50%
Section 6: Lots 1,2,3, 8-31-79 Mexico - 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
4,5,6,7, SYNEY Keller 3.75% Keller 3.75%
SEXNW, EbSWy
SE%(A1l)
Section 7: Lots 1,2,3,4,
N4NEY, ElW4, S%SEY
19 T2N~-R17W, NMPM | 1,280.00 LG-2108%* State of New TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 32: All 8-31-79 Mexico -~ 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Section 36: All Keller 3.75% . Keller 3.75%
‘20 T2N-R18W, NMPM 841.75 LG-2109** State of New TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 1l: Lot 2 8-31-79 Mexico -~ 100% Helis 33.75% Geological Sve. Inc. 3% Helis 33.75%
SWHNEY, SE%NWy Keller 3.75% Keller 3.75%
NE'%SWs, NW;SEY o



'NUMBER = SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY ' WORKING INTEREST

OF AND EXPIRATION AND A AND : AND AND
DESCRIPTION OF LAND ACRES DATE OF LEASE  PERCENTAGE L PERCENTAGE " PERCENTAGE PERCENTAGE
T2N-R18W, NMPM 720.00 LG-2111%% State of New TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 12: NW4NE%, 8-31-79 Mexico - 100% Helis 33.75% Geological Svc. .Inc. 3% Helis 33.75%

mwzzx.mzx ._ _ mewmn. w.wuN . wawmn w.uuN
Section 13: NY4NW, SWiNWy . .
Section 15: Wi

5 STATE TRACTS TOTALING 4,578.08 acres or 13.25% of a unit area.

PATENTED LANDS

22 TIN-R17W, NMPM ; 40.00 TOO 6163 Ross A. Eager, TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 1: SE%SEX 6-27-84 et ux 50% Helis 33.75% Geological Svc. Inc. 3% Hells 33.75%
Marvin Ross Keller 3.75% Keller 3.75%

Eager, et ux
50%

23 T2N-R17W, NMPM 360.00 TOO 6170 Herman D. . - TransOcean 62.50% nowoummo Plateau TransOcean 62.50%

Section 20: E%NE%, NE%SEX4 7-10-84 Chavez 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Section 21:NWhNW : Keller 3.75% . Keller ~ 3.75%

Section 28: SLSEY4
Section 33: NkNE%
Section 35: NWiSWig

24 TIN-R16W, NMPM 201.41  TOO 6171 Marvin Ross TransOcean 62.50% Colorado Plateau TransOcean 62.50%

Section 6: Lots 6,7 6-27-84 Eager & Tenoha Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
: Rae Eager 100% Keller 3.75% Keller 3.75%

TIN-R17W, NMPM
Section 1: NEY%SEX

T2N-R16W, NMPM
Section 30: E%NEX%




NUMBER _ SERIAL NUMBER BASIC ROYALTY  LESSEE OF RECORD ~ OVERRIDING ROYALTY WORKING INTEREST

R OF  AND EXPIRATION CAND AND - AND AND
DESCRIPTION OF B}ZU ACRES -~ DATE OF LEASE PERCENTAGE e PERCENTAGE .~ PERCENTAGE . PERCENTAGE
T2N-R17W, NMPM . u“u.pm TOO 6173 - womm.>..mmwmu TransOcean 62.50%. Colorado Plateau TransOcean 62.50%
Section 31: Lots 1,2,3, b 6-27-84 & Ellen J, - Helis 33.25% Geological Svec. Inc. 3% Helis 33.75%
, ElsWs Eager 1002 =  Keller 3.75% : Keller 3.75%
“wgnm TIN-R17W, NMPM 120.00 TOO 6498 Marvel M. Buford ewwamOnmmn 62.50% Colorado Plateau TransOcean 62,50%
Section 12: E%SE% 8-26-84 100% Helis 33.75% Geological Sve. Inc. 3% Helis 33.75%
Section 13: NE%NE% : o , Keller . 3.75% Keller 3.75%
TZN-R18W, NMPM ~ 160.82 TOO 6502 . - Warren T. TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 3: Lots 3,4 7-1-79 Hutcherson Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
: ShaNW; 1002 Keller 3.75% Keller 3.75%
T2N-R17W, NMPM 956.66 TOO 6706 Emilia T. Chavez, TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 7: S4NEY, N%SEX% 1-25-85 Robert Orona & Helis 33.75% Geological Sve. Inc. 3% . Helis 33.75%
Section 17: W Viola Orona Keller 3.75% Keller 3.75%
Section 18: Lot 1, ElWs, 100% \
NE%
Section 19: NEYNW
T2N-R18W, NMPM
Section 12: SE%SEY%
Section 13: NE%NEY
29 TIN-R17W, NMPM 320.00 | TOO 6795 Mabell West TransOcean 62.50% Colorado Plateau TransOcean 62.50%
Section 15: EX% 3-1-85 100% Helis 33.75% Geological Svc. Inc. 3% Helis 33.75%
Keller 3.75% . . _ Keller 3.75%
8 PATENTED TRACTS TOTALING 2,472.05 acres or 7.16% of unit area. : .

TOTAL 29 Tracts totaling 34,542.04 acres in entire unit area.

TransOcean mrmwp.smna_n TransOcedn 011, Ine.
111s shall mean - The Estate of William G. Helis, a Partnership
men awsap anu: x@pnmn owwmpawa Services no:uu:«. Inc.

ﬁ@ﬂﬂﬁsna sadm emas m»ﬁoa with nrm u:nmb: of rwam Management msm\cn the mnmnm of New zmuwno.

P




United States Department of the Interior

GEOLOGICAL SURVEY
Denver Federal Center
Denver, Colorado 80225 e

DEC

TransOcean 0il, Inc.

Attention: Mr. Dmald G. Jumper
1700 First City East Building

- 1111 Famin

Houston, Texas 77002

Gentlemen:

Your appllcatlon of November 5, 1976 filed with the Assistant Area Oil
and Gas Supervisor, Roswell, Newlh:d.ce, requests the designation of
theOnegaum.tmaeubracmgBSlgswacres,marless Catron

County, New Mexico, as logically subject loratimmddevelomxt
under the unitization provisions of the Leasing Act as amended.

Pmumttomitplanregulat:.msSOCFRZZﬁ ‘the land requested as
outlined on your plat marked "Exhibit 'A', Omega Unit'' is hereby
designated as a logical unit area.

The unit agreement submitted for the area designated should provide for
a well to penetrate 30 feet into the basement complex or to a depth of
5,000 feet. Your proposed use of the Form of Agreement for Unproved ;
A:easmllbeacceptedmthﬂmmdiﬁcatmnsreqnmtedinymrapplica-‘
tion provided it is further modified as follows:

Add the words '""as amended after (30 F.R. 12319) in
Section 26, Nondiscrimination.

If conditions axe such that further modification of said standard form
is deemed neces , three copies of the proposed modifications with
appropriate justification must be submitted to this office through the
0il and Gas Supervisor 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 w:.thlnareasonableperiodof time. However, notice’




2

is hereby given that the right i3 reserved to deny approval of any
executed agreement submitted which, in our opinion, does not hawe the
full commitment of sufficient lands to afford effective control of -
operations in the unit area. ‘

When the executed agreement is transmitted to Roswell, New Mexico, for
the Supervisor's approval, include the latest status of all acreage.
In preparation of Exhdbits "A'" and "B", follow closely the format of
the sample exhibits attached to the 1968 reprint of the aforementioned
form. ' *

Inasmuch as this unit agreement involves State land, we are sending
a copy of the letter to the Commissioner of Public Lands. Please
contact the State of New Mexico before soliciting joinders regardless
of prior contacts or clearances fram the State.

Sincerely yours,
Yyer 2 Dbl
7

~" Regional Conservation Manager
For the Director . '
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COMMISSIONER December 14, 1976 SANTA FE, Nwm 8750\

" TransOcean 0il, Inc.
1700 First City East Building
111 Fannin
Houston, Texas 77002

Re: Proposed Omega Unit
Catron County, New Mexico

ATTENTION: Donald G. Jumper ‘ |
Dear Sir:

We have reviewed the unexecuted copy of the proposed unit
agreement and Exhibits "A" and "B" which you have submitted for
the Omega Unit, Catron County, New Mexico. The form of agreement
meets the requirements of the Commissioner of Public Lands, there-
fore, the Commissioner has this date approved your agreement as to
form and content and as a logical area for unitization.

When submitting your agreement for final approval, please
remit a filing fee in the amount of Five Hundred Fifty ($550.00)
Dollars.

Very truly yours,

PHIL R. LUCERO

0il & GaS»D vision
AC/505-827-2748

PRL/RDG/a o



