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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
SOUTH HOSPAH UNIT AREA
COUNTY OF MCKINLEY
STATE OF NEW MEXICO

THIS AGREEMENT, enterad into as of the ¢  day of k_:Tqu s
- 7

196_2{_3 by and between the parties subscribing, ratifying or consenting
hereto, and herein referred to as "parties hereto?”
MITNESSETH, THAT:

WHEREAS, the parties hereto are the owners of working, roya]ty; or
other oil 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 etsseq., authorized Federal lessees and
their representatives toAunit with each other, or jointly or separately
wi%h others, in collectively adopting and operating a cooperative or unit
plan of deve]obment or operation of any oil or gas pool, field or like
area, or any part thereof for the purpcse of more properly consérving fhe
natura] resources thnreof whenever determined and certified by the Secre—
tary of the Inter10r to be necessary or advisable in the public 1nterest
and . ' ~ , _

WHEREAS, the 0il1 Conservation Commission of the Statg pf NéL Mexico
is authorized by law (Article 1, Chapter 65, Volume 9, Part é, 1953, New
Mexiqo Statutes Annotated), to approve this Agreement and the conservation
provisions hereof; and

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

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

among themselves as follows:
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ARTICLE TI.
ENABLING ACT AND REGULATIONS

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

' | ARTICLE 11.
DEFINITIONS

A. For the purpose of this Agreement, the following terms and

expressions as used herein shall mean:

1. "Commission" is defined as the 0il1 Conservation Commission
of the State of New Mexico. -

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

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

4. "Department" is defiﬁed as the Department of therlnterior
of the United States of America.

5. "Supervisor" is defined as the 0il and Gas Supervisor of

| the United States Geological Survey for the Region in
in which the Unit Arca is situated.

6. "Unitized Formation" shall mean that subsurface portion
of the Unit Area commoﬁ]y known as the Upper Hospah Sand,
and mofe specifically defined as that interval occurring

betveen the.depths of One Thousand Six Hundred Fourteen

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

s ——— A

of the Tenneco 0i1 Company's Hospeh Vell No. 12, located

Two Thousand Three Hundred and Ten feet (2,310') South

from the North Line and Nine Hundred Ninety feet (990')
East from the lWesti Line of Section 12, Township 17 North,
Range 9 West, N.M.P.M., McKinley County, New Mexico.
"Unitized Substahces” means all oil, gas, gaseous sub-
sténces, sulphur contained in gas, condensate, distillate
and all associated and constituent liquid or liquifiable
hydrocarbons within or prbduced from the Unitized Formation.

"Tract" means each parcel of land shown as such and
. » .

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

Exhibit "B".

"Tract Participation” is defined as the percentage of

~ Participation as shown on Exhibit "C" for allocating

Unitized Substances to a Tract under this Agreemeht.
"Unit Participation" as used herein shall mean the sum
of the Tract Participations as shown by Tracts for each
Working Interest Owner in Exhibit "C" to the Unit:Agreement.
“Working Interest” is defined as the right t; search for,
produce and acquire Unitized Substances whether held as
an incident of ownership of mineral fee simple title,
under an oil and gas 1ease, or otherwise. Any interest
in Unitized Substances which is a Working Interest as of
the‘date the owner thereof executes or retifies this
Agreement, or which at any time thercafter becomes.a

Working Interest, shall thenceforth be treated as a

 Working Interest for all purposes of this Agreement.

"Working Interest Owner" is defined as and shall mean

any party hereto owning a Working Interest, including a
carried Working Interest Owner, holding an 1ﬁterest in
Unitized Substances by virtue of a lease, opevating agree-

ment, fee title or otherwise, which interest is chargeable
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with and obligated to pay or bear, either in cash

or out of production, or otherwise, all or a portion of
the cost of drilling, developing and producing fhe
Unitized Substances from the Unitized Formation and
operations thereof hereunder.

"Royalty Interest" or "Royalty" is defined as an interest
other than a Working Interest in or right to receive a
portion of the Unitized Substances or the proceeds thereof
and includes the royalty interest reserved by the Lessor
in an\oi] and gas Iease and any overriding royalty interest,
oil payment'interest, net profits, contracts, or any other
payment or burden”which does not carry with it the right

to search for and produce Unitized Substances.

" "Royalty Owner" is defined as and. shall mean the owner of

a Royalty Interest.

"Unit Operating Agreement" is defined as and shall mean
any qgreement or agreements (whether one or more) entered
info (separately or c611ective1y) by and between the Unit
Operator and the Morking Interest Ouners as provided in
Article x hereof and shall be styled "Unit Operating
Agreement, South Hospah Unit, McKinley County,

New Mexico."

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

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

production so obtained or the proceeds thereof.
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18. "Unit Area" is defined as the land described by Tracts
in Exhibits "A" and "B" as to which this Agreeinent becomcs
effective of to which it may be extended as herein
provided. k
19. "Unit Operator" is defined as the Working Interest Ouner
designated by Working Interest Owners herein, if
" there is only one (1) Working Interest Owner hereunder,
to develop and operate the Unitized Formation, acting
as Operatér and not as a Working Interest Owner.
20. "Record Owner" is defined as the holder of the record
| title to a 1easé covering Federal Tands according to the
applicable récordg of the Department of the Interior of
the United States of America. For the purposes of the
provisions of Article VI hereof solely, the Record Owner
shall replace the Roya1ty~0wner as to Federal lands only.
ARTICLE III

- UNIT AREA AND EXHIBITS
A. ~ The following described land is hereby designated and recognized
as constituting the Unit Area, all of said land being situated in McKinley

County, New Mexico, to-wit:

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

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

containing 475.90 acres, more or less.
1/9.20
B. Exhibit "A" attached hereto is a map showing the Unit Area and
the boundaries and identity of Tracts and leases in said Unit Area to the
extent known to the Unit Operator. Exhibit "B" attached hereto is a
schedule showing, to the extent known to the Unit Operator, the acrcage

comprisihg each Tract and-the percentage ownership of each lorking Interest
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Owner and Royalty Owner in each Tract. Exhibit "C" attached hereto is a
schedule showing the percentage of Participation allocated each Tract in
the Unit Aréa. However, nothing herein or in said schedules or map shall
be cbnstruéd as a representation by any party hereto as to the ownership
of any interest other than such interest or interests as are shown in said
map or schedules as owned by such party. Exhibits "A", "B" and "C" shall
be revised by.the Unit Operator whenever changes in the Unit Area render

such revisions necessary, or when requested by the Supervisor, and not

less than six (6) copies of the revised Exhibits shall be filed with the

Supervisor.
ARTICLE IV
EXPANSION OF UNIT AREA
A. It is recognized that at some time or times in the future it

might be desirable and beneficial to expand the Unit Area to include therein
ad&itiona] lands. The Unit Area, with the approval of the Director, may

be expanded to include thérein any additional Tract or Tracts, whenever
such expansion is reasonably necessary or advisable to conform with -the
purposes of this Agreément. Unit Operétor, acting on behalf, and in
accordance with the authorization, of the Working Interests Owners, shall
negotiate an agreement or agreements with the owners ofrsuch Tract or
Tracts, which shall fix the Tract Participation of each such Tract and
comnit such owners to this Agreement and the Unit Operating Agreement.
Whenever the Unit Area is enlarged so as to admit additional land qua]ified
for participation, Exhibits "A", "B" and "C" shall be reviséd as set forth
fn Article VI hereof. Any such expansion shall be effected jn the following
manner:

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

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

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

2. Upon expiration of the thirty (30) day period p}ovided in
the preceding Section 1~hereof, the Unit Operator shall

. file with the Supervisor eVidence of mailing of the
notice of expansion and a copy of any objections thereto
which have been filed with the Unit Operator, together
with an app]icatioﬁuin sufficient ngmber, for approval of
such expansion and with appropriafe joinders.

3. After due considetation bf all pertinent information, the
expansion shall, upon approval by the Director, become

'effective as of the date prescribed in the notice thereof.

E. There shall be no retroactive allocation or adjustment of Unit
Expense or of interests in Unitized Substances produﬁed, or proceeds there-
from, prior to the gffective date of expansion and qualification under
Article VIgrhowever, this limitation ;Ha]] not prevent an adjustment of
investment by reason of any enlargement. . r

ARTICLE V v
UNITIZED LAND AND UNITIZED SUBSTANCES |

A. A1l land committed to this Agreement as provided in Article VI
hereof, as to the.Unitized Formation, shall constitute land referred to
herein as "Unitized Land" or "Land Siject To This Agreement." A11 oil,
gas, gaseous substances, sulphur contained in gas, condensate, distillate
and conétituent liquid and liquifiable hydrocarbons in the Unitized
Formation are unitized under the terms of this Agreement and herein are
called "Unitized Substances." Nothing herein contained shall be construed
to unitize, pool or in any way affect the o0il, gas and other minerals
contained in or that may be produced from any formation other than in the

Unitized Formation as defined above.
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ARTICLE VI
TRACTS QUALIFIED FOR PARTICIPATION

A. Inasmuch a§ the objective of this Unit Agreement is to have
lands in the Unit Area operated and entitled to participation under the
terms hereof, no joinder shall be considered a commitment to this Unit
Agreement unless the Tract involved is qualified under this Article VI.

On or after the effective date hereof, the Tracts within the Unit Area
which shall be entitled to participation in the production of Unitized
Substances therefrom shall be those Tracts within the Unit Area that are
qualified as follows (the record interest shall replace the royalty interest
as to Federal lands for the purpose of this Article):
1. Each Tract as to which Working Interest Owners owning
one hundred per cént (100%) of the Horking Interest
have signed or ratified this Agreement and Royalty Owners
" owning seventy-five per cent (75%) or more of the Royalty
Interests, have signed or ratified this Agreement.
2. Each Tract as to which Working Interest Owners owning one
hundred per cent (100%) of the Morking Interests and
- Royalfy Ovners owning‘]ess than seventy-five per cent
(75%) of the Royalty Interests have signed or ratified
this Agreement, and as to which (a) all worging Interest
Owners in such Tract have joined in a requesf for the
éommitment of such Tract to the Unit and (b) as to which
seventy-five (75%) or more of the combined voting interests
of Working Interest Owners in all Tracts which meet the
requirements of Section 1 of Paragraph A of this Article
VI vote in favor of the acceptance of such Tract as
qualified. For the purpose of this Section 2, the
voting interest of each Working Interest Owner shall be
equal to the ratio (expressed in percentage) which the
total of such working Interest Owner's percentage partici-
pation in all Tracts which qualify under Section 1 of |
Paragraph A of this Article VI, bears to the total per-

centage Unit participation of all Vovrking Interest Ouners
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in all Tracts which qualify under said Section 1 as

such percentages are shown on Exhibit "C".

Each Tract as to which Working Interesf Owners owiing

less than one hundred per cent (100%)of the Vorking
Interest have signed or ratified this Agreement, regardless
of the percentage of Royalty Interest therein that is
comnitted hereto, and as to which (a) the Working Interest
Owner who opefates the Tract and all of the other subscribing
Working Interest Owners in such Tract have joined in'a
request for inclusion of such Tract in Unit Participaticn
upon the basis of sﬁch comnitment sfafus and have executed
and delivered an dindemnity agreement, indemnifying and
agreeing to hold the owners of the lorking Intefests in
the other qualified Tracts harmless from and against any
and all claims and demands that may be made by the non-
subscribing Vorking Interest Owners in such Tract on

account of the inclusion of the same in Unit participa-

tion, and further as to which (b) seventy-five per cent

(75%) or more of the combined voting interests of}thé
Working Interest Owners in all Tracts whicﬁ'ﬁeet ihe re-
quirements of Sections 1 and 2 above, vote ih favor

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

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

such percentages are set out in Exhibit "C". Upon the

conmitment of such Tract or Tracts to this Unit Agreement,

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

hereunder. -

ARTICLE VII
"UNIT OPERATOR

Tenneco 01l Cbmpany, a Delaware corporation, is hereby designated
as Unit bperator, and by signature hereto as Unit Cperator agreeé and
consents to accept the duties and obligations of Unit Operator for the
deve]opm;nt and production of UnitiZed Substances as herein provided.
Khenever reference is made herein to the Unit Operator, such reference
means the Unit Operator acting in that cabacity and not as ;n oviner of
interest in Unitized Substances, and the term "Working Interest Owner"

when used herein shall include or refer to Unit Operator as the owner of

a Working Interest when such an interest is owned by it.

~-10-
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ARTICLE VIII
RESIGNATION OR REMOVAL OF UNIT OPERATOR

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

B. The»resignation of Unit Oberator shall not release the Unit
Operéfor from aﬁy liability for default by it hereunder occuring prior to
the effective date of its resignation.

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

D. In all such instances of resignation or removal, until a

successor Unit Operator is selected and accepted as hereinafter provided,

'the'Horking Interest Qwners shall be jointly responsible for performance

of the duties of Unit Operator, and shall not later than thirty (30) days
before such resignation or removal becomes effective appoint a common
agent té represent them in any action to be taken hereunder.

E. The resignation or removal of Unit Operator under this Agree-
ment shall not terminate its right, title or interest as the owner of a
Horking Interest or other interest in Unitized Substances, but upon the
resignétion or remo§a1 of Unit Operator becoming effective, such Unit
Opefator shall deliver possession of all wells, equipment, materials and
appurtenances used in conducting the Unit operations and owned by the

Working Interest Qwners to the new duly qualified successor Unit Qperator

-11-
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or to the owners thereof if no such new Unit Operator is e]eéted, to be
used for the purpose of conducting Unit Operations hereunder. Nothing
herein shall ba construed as authorizing removal of any material, equipment
and appurtenances needed for the preservation of any wells.
ARTICLE IX
SUCCESSOR UNIT OPERATOR

A. Vhenever the Unit Operator shall tender its resignation as
Unit Operator or shall be removed as hereinabove provided, a successor
Unit Operator shall be selected by Working Interest Owners voting according
to their resbective Tract Participation in all Unitized Land by a majority
vote. Such selection shall not éegome effective until:
1. A Unit Operator so selected shall accept in writing the
~duties and responsibilities of Unit Operator;
and
2.  The selection shall have been filed with the Supervisor.
B. If no successor Unit Operator is selected and qualified as
herein provided, the Director at his election may declare this Unit Agreement
terminated.

ARTICLE X
ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT

A. If the Unit Operator is not the sole owner of Working Interests,
costs and expenses incurred by Unit Operator in conducting Un{t Operations
hereunder shall be paid and apportioned among and borne by the owners of
Working Interests, all in accordance with the agreement or agreéments,
vhether one or more,‘separateiy or co]]eétive]y, entered into by and
between Unit Operator and the owners of Working Interests. Any agreement
or agreements, whether one or more, entered into between the Working
Interest Ouners and Unit Operator as provided in this Article afe herein
referred to as the "Unit Operaling Agreement."

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

Owners, however, no such Unit Operating Agreement shall be decimed either

124
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to modify any of the terms and conditions of this Unit Agreemant or to
relieve Unit Operator of any right or obligation established under this
Unit Agreement, aﬁd in case of any inconsistency or conflict between the
Unit Agreement and the Unit Operating Agreement, this Unit Agreemenf
shall prevail.

C. Three (3) true copies of any Unit Operating Agreement exeéuted
pursuant to this Article shall be filed with the Supervisor prior to
approval of this Unit Agreement. Three (3) true copies of any revfsion or
amendment to such Agreement shall be fiied promptly with the Supervisor.

ARTICLE XI

RIGHTS AND OBLIGATIbe OF UNIT OPERATOR

’ Excépt as otherwiseISpecifica11y provided herein, the exclusive right,
privilege, and duty of exercising any and all rights of the parties hereto,
including surface rights, which are necessary or convenient for prospecling
for, producing, storing, allocating and distributing the Unitized Substances
are hereby delegated fo and shall be exercised by Unit Operator as herein
provided. Acceptable evidence of title to said rights shall be deposited
vith Unit bperator and, together with, this Agreement, shall constitute
and define the rights, privileges and obligations of Unit Operatorf
Nothing herein, however, shall be construed to transfer tit]e?to any
Tand or to any lease or operating agreement, it being understood that

under this agrecment, that the Unit Operator, in its capacity as Unit

Operator, shall exercise the rights of possession and use vested in the

parties hereto only for the purposes herein specified.
' ARTICLE XIT
PLAN OF OPERATION

A. Itbis recognized and agreed by the parties hereto that the
Unit Area is developed and productive, and only such drilling as is inci-
dental to a secondary recovery or pressure maintenance program is contemplated.
B. Inasmuch as the primary purpose of this Unit Agreement is to
permit the institution and “consummation of a secondary recovery Or pressure

maintenance program for the maximum econcmic production of Unitized
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Substances consistent with good engineeriﬁg and conservation practices,
Unit Operator, éoncurrent]y with the filing of this Unit Agrecment for
final approval by the Director; shall submit to the Supervisor for approval,
a plan of operation for the Unitized Land, and aupon approval thereof by
the Supervisor, such plan shall constitute the future operating obliga-
tions of Unit Operator under this Unit Agrecment for the period specified
therein. Thereafter, from time to time before the expiration of any
existing plan, Unit Operator shall submit for like approval a plan for an
additional specified period of‘opefation; said plaﬁ or plans shall be
modified or supplemented when necessary to meet changed conditions, or to
protect the interest of all parties to the Unit Agreement. Reasonable
a%]igence shall be exercised in comp?yiné with the obligations of aﬁy
approved plan of operation.

C. Unit Operator shall have the right to inject into the Unitized
Fbrmation any substance or ;ubstances, whether produced from the Unitized
Formation or éthe;wise, for secondary recovery or pressure maintenance
purposes in accordance with a plan o% operation approved by the Supervisor.
Unit Opevator shall also have the right to drill and maintqin ingection
wells on the Unitized Land and completed in the Unitized Fdrmation, and to
use abandoned wells or wells producing from the Unitized Formation for said
purpose, and the parties hereto, to the extent of their rights and interests,

hereby grant to the Unit Operator the right to use as much of the surface

"of the land within, the Unit Area as may be reasonably necessary for the

operation and the development of the Unit Area hereunder.

-14-
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ARTICLE XIII
TRACT PARTICIPATION AiD ALLOCATION OF UNITIZED SUBSTAICES

A. Beginning at 7:00 A.M. on the effective date hereof, the Tract
Participation of each Tract shall be based upon the number of net productive
acre feet of the Unitized Formation underlying such Tract. Unitized

Substances shall be allocated to each Tract in the proportion that the

number of net productive acre feet of unitized Forimation underlying such

o ———

Tract bears to the total number of net productive acre feet of Unitized

Formation underlying the entire Unit Area.

B. The percentage set forth opposite each Tract in Exhibit "C"
represents the Tract Participati%n to which such Tréct is entitled if all
said Tracts are committed hereto and qualified as of the effective date
of this Agreeﬁent.
| C. Promptly after approval of the Unit Agreement, if all Tracts
are not qualified hereto, Unit Operator shall revise Exhibit "C" to show
all Tracts qualified to this Agreement by setting forth opposite cach
Tract a revised Traet Participation.%herefor, which shall be calculated
by using the same Tract factors and formula which were used to arrive at
the Tract Participation of each Tract as set out in the original Exhibit
"C" but applying the same only to those Tracts which are qualified effective
as of the effective date of this Unit Agreement. Upon its approval by the

Supervisor, said revised Exhibit "C" shall become effective as of the

effective date of this agreement.

D. If, after the effective date of this Agreement, ény Tract or
Tracts are subsequently committed hereto and qualified because of ex-
pansion of the Unit under Article IV hereof, or any Tract or Tracts are
subsequently qualified under the provisions of Article VI above, and Article

XXXI or if any Tract is eliminated from the Unit Agreement as provided in

Article XXX, the Schedule of Participation as shown in Exhibit "C" shall

be revised by the Unit Operator to show the new Tract Participations of all
the then qua]ifiéd Tracfs, and the revised Exhibit "C", upon approval by
the Supervisor when the revision is the result of a loss of title or by
the Director when the vevision is the result of subscquent commitment of

interests, shall govern the allocation of production from the effective
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date thereof until the effective date of a new schedule so approved. In any
such revised Exhibit "C", pursuant to this paragraph, the Tract Participation
of the previously qua?ified Tracts shall remain in the same ratio one to the
other. | .

E. On the effective déte of this Agreement, and thoreatter, all
Unitized Substances produced hereunder (except any part thereof used in
conformity with good operating practices for drilling, operating, camp
and other production or deve]oﬁment purposes, for pressure maintenance or
secondary recovery operations in accordance with a plan of operation
approved by the Supervisor, or unavoidably lost), shall be deemed to be
produced from the several Tracts‘of Unitized Land, and for the purpose
of determining any benefits accruing under this Agreement each such Tract
shall have al]oéated to it that percentage of said prdduction equal to its
Tract Participation effective hereunder during the respective period such
Unitized Substances were produced, as set out in Exhibit "C".

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

| G. No Tract committed to this Agreement and qualified for parti-
cipation as above provided shall be subsequently excluded from participation
hereunder on accbunt of depletion of Unitized Substances or incapability
to produce Unitized Substances, and nothing herein contained shall be
construed as.requiring any retroactive adjustment for production obtainad

prior to the effective date of the joinder of any Tracts.
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H.  The Unitized Substances allocated to each Tract shall be
delivered in kind to the respective Working Interest Owners and parties
entitled therefo by virtue of the ownershfp of 01l and gas rights
therein, or by purchase from such owners. Each VWorking Interest Owner
and the parties entitled thercto shall have tha continuing right to
receive such production in kind at a common point within the Unit Areca
and to sell or dispose of the same as it sees fit. Each such party shall
have the right to construct, maintain and operate a11»ﬁeces$ary facilities
for that purpose on Unitized Land, provided the same are so constructed,
maintained and operated as not to interfere with operations carried on
pursuant hereto. Subject to Article XV hereof, any extra expenditure
incurred by Unit Operator by réaéo; of the delivery in kind of any portion
of the Unitized Substances shall be borne by the party receiving the same
in»kfnd. If a ?oya]ty Owner has the right to take in kind a share of
Unitized Substances and fails to do so, the VWorking Interest Owner whose
Working Interest is subject to such Royalty Interest shall be entitled to
take in kind such share of the Unitizeq Substances.

I. ) If any party fails to take in kind or separately dispose
of its share of Unitized Substances, Unit Operator shall have the right
for the time being and subject to revocation at will by the ﬁ%rty ovning
the share, to sell or otherwise dispose of such production to itself or
to others on a day to dey basis at not less than the prevailing market
price in the area for 1ike production. The procecds of the Unitized

Substances so disposed of by Unit Operator shall be paid to the party

entitled thereto.

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

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

the proceeds therefrom, if the same is sold or puvrchased by Unit Operator,
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shall be responsible for the poyment of all royalty on the lease or leases
and Tracts contributed by it and received into the Unit, and cach such
party shall hold each other party hercto harmless against all claims,
demands, ana causes of action for éuch royalty on the lease or leases and
Tracts contributed by it to the Unit Area.

L. Working Intervest Owners may use as much of the Unitized
Substances as they reasonably decm necessary for the cperation and develop-
ment of the Unit Area, including but not 11mifed to the injection of
Unitized Substances into the Unitized Formation.

M. No royalty shall be payable upon or with respect to Unitized
Substances used or consumed in the operation or development of.the Unit
Area or which may be otherwise Tost or consumed in the production, handling,
treating, transporting or stbring of Unitized Substances.

| ARTICLE XIV
ROYALTY SETTLEMENT

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

B. If gaé obtained from lands or formations not subject to this
Agreement 1s introduced into the Unitized Formaztion horeunder, for use

in repressuring, stimulation cf procuction, or increasing ultimate recovery,

o
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in conformity with_a plan first approved by the Supervisor, a like amount
of gas less appropriate deductions for Joss or depletion frem any cause,
may be withdrawn from the Unitized Forumation, voyalty free as to dry gas,
but not as to the products extracted therefrom; providad that such with-
draval sha]1 be at such time as may be providad in the approved plan of
operations or as may otherwise be consented to by the Supervisor as con-
formfng to good petroleum engineering practice; and provided further that
sﬁch right of withdrawal shall terminate on the termination of this Unit
Agreement.

C. If natural gasoline, liquid petroleum gas or other liquid
hydrocarbon substances which were not extracted from gas produced from
the Unitized Formation are injected into the Unitized Formation, in
conformity with an approved plan of)operation, Working Interest Ouwners
sha]J be entitled to recover, royalty free, part or all of such substances
pursuant to such formulas as may be approved by the Supervisor.

D. Royalty due the United States shall be computed as provided
in the operating regulations and paid in value or delivered in kind as to
all Unitized Substances on the basis of the amounts thereof allocated to
unitized Federal land as provided hereiﬁ at the rates specified in the
respective Federal leases, or at such lower rates as may be authorized
by law or regulation; provided that for leases on which the ro&a]ty rate
depends on the daily average production per well, said average production
shall be determined in accordance wiih the operating regulations as though
the Unitized Lands were a single consolidated 1¢ase.

ARTICLE XV
RENTAL SETTLEMENT

Rental or minimum royalties due on leases committed hereto shall be
paid by Working Interest Owners responsible therefor under existing contracts,
laws and regulations, provided that nothing herein contained shall operate
to relieve the lessces of any land from their respective leasc obligations
for the payment of any rental or minimum royalty in Tieu thereof duc under
their leases. Rental or minimum vroyalty for lands of the United States
subject to this Agreement shall be paid at the vrate specified in the

respective leases from the United States unless such rental or minimum
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royalty is waived, suspended or reduced by law or by approval of the
Secretary or his duly avthorized representative.
ARTICLE XVI
COHSERVATION
Operations hereunder and production of Unitirzed Substances shall

be conducted to provide for the most economical and eff{icient recovery of
said substances without vaste, as defined by or pursuant to State or
Federal law or regulation.

ARTICLE XVII

DRAINAGE

Unit Operator shall take appropriate and adequate measures to
prévent drainage of Unitized Subsfgnces from Unitized Land by wells on
land not subject to this Agreement, or with prior consent of the Director,
pursﬁant to applicable regulations pay a fair and reasonable compensatory
royalty as deterinined by the Supervisor. In event compensatory royalty
is so paid, it shall be treated in the same manner as Unitized Substances.

‘ ARTICLE XVIII
GAUGE OF MERCHAMTABLE OIL

A. Unit Operator shall make a proper and timely gauge of all

lease and other tanks within the Unit Area and associated with the opera-

tion of Unitized Land in order to ascertain the amount of merchantsble

0il above the pipeline connections in such tanks at 7:00 A.M. on the

effective date hereof. A1l such oil shall be and remain the property of

the parties entitled thereto‘the same as if the Unit had not been formed;
and such parties shall promp£1y remove said oil from said tanks. Any
such 0il not so removed shall be sold by Unit Operator for the account of
parties entitled thereto, subject to the payment of all royalties, over-
riding royalties, produétion payriants, and all other payments under tihe
terms and provisions of the app]icab]e lease, lecases or other contracts.

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

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

after the effective date hereof.

20
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C. If, as of the effective date hereof, any Tract is over-
produced with respect to the allowable of the wells on that Tract and
the amount of overproduction has been sold or otherwise disposed of, such
overproduction shall be regarded as a part of the Unitfzed Substances
produced after the effective date hereof and shall be charged to such
Tract as having been delivered to the parties entitled to Unitized
Substances allocated to such Tract.

ARTICLE XIX

LEASES AND CONTRACTS CONFORMZD AND EXTEHDED-

A. The terms, conditions ard provisions of q]] leases, subleases
and other contracts relating to exploration, drilling, development or
operation for o0il or gas of lands Committed to this Agreement are hereby
expressly modified and amended to {he extent necessary to make the same
coﬁ%orm to the provisions hereof, butl otherwise to remain in full force
and effect; and the parties hereto hereby consent that the Secretary shall
and by his approval hereof, or by the approval hereof by his duly authorized
representotive, does hereby establish, alter, change or revoke the dpi]]ing,
producing, .rental, minimum royalty and royalty requirements of Federal leases
committed hereto and the regulations in respect thereto to conform said
requirements to the provisions of this Agreement. :

B. Without Yimiting the generality of the foregoing, 211 leases,
sub-Teases and contracts are particularly modified in accordance with the
following:

1. 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 opera-
tion with respect to cach and every part or separotely
owned Tract of the Unitized Land, notwithstanding anything
to the contrary in any lease, operating agrecment or other
contract by and between the povties herclo, oy their
rgspective predecessors in intevest, or any of then.

2. Drilling and producing operations performad hercundér upon

any Tract of Unitized Land will be accepled end deemed to




be performed upon and for the benefil of each and

every Tract of Unitized Land, and no lease shall be
deemed to expire by reason of failure to drill or
préduce wells situated on the land therein embraced.
Suspension of drilling or producing operations on all
Unitized Land pursuant to direction or consent of the
Secretary or his duly autho%ized representative shall

be deemed to constitute such suspension pursuant tlo
such direction or consent as to each and every Tract of-
Unitized Land.

Each lease, subjease or contract relating to the explora-

L ad

tion, drilling, development or operation for oil or gas

of lands committed to this Agreement, which, by its

terims might expire prior to the termination of this
Agreement is hereby extended beyond any such term so

provided therein so that it shall be continued in full

- force and effect for and during the term of this Agreement.

The éegregation of any Federal lcase committed to this
Agreement 1is governed by the following provision in the
fourth paragraph of Section 17 (j) of the Mi%era] Leasing
Act, as amended by the Act of Sentember 2, 1960, (74

Stat. 781-784): “Any (federal) lease heretofore or here-
after comnitted to any such (unit) plan embracing lands
that are in part within and in part outside of the area
covered by any such plan shall be segregated into separate
leases as to the lands conmitted and the lands not

committed as of the effective date of unitization;

Provided, however, that any such Tease as to the non-
unitized portion shall continue in force and effect for
the term thercof but for not less than two years from
the date of such segrogaticn and so long thercarter as

0il or gas is produced in paying quantities."
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C. Termination of this Agreemont shall nol affect any lease,
which, pursuant to the terms thereof or any applicable laws, shall contlinuc
in force and effect thercafter.

ARTICLE XX

COVENANTS RUW WITH LAND

A. The covenants herein shall be construed to be covenants
running with the land with respect to the interest of the parties hereato
and their successors in interest until this Agreement terminates, and any
grant, transfer, or conveyance of interest in Tand or leases subject hercto
shall be and hereby is conditioned upon the assumption of all privileges
and obligations hercunder by the grantec, transferee, or other successor
in interest. No assignment or transfer of any Vorking Interest shall be
binding upon Unit Operator nor shall any transfer of any Royalty Interest
or other interest be binding on the Vorking Interest Owner responsible for
paymznt or settlement thereof, until the first day of the calendar month
after Unit Operator or the responsible Working Interest Ouner, as the case
may be, is furnished with the original, photostat or certified copy of the
instrument of transfer.

B. If'any'wquing Interest Owner shall, after executing this
Agreement, create any overriding royalty, production paymant or any similar
interest ocut of such party's Horking Interest, the new ownerwgr owﬁers of
such interest or interests shall be bound by the terms of this Agreement
and the Unit Operating Agreement, if the Unit Operator is not the only
workihg Interest Oumer under this Agreement.

ARTICLE XXI
EFFECTIVE DATE

A. This Agreemant shall become binding upon each party who
executes or ratifies it as pf the date of exccution or ratification by
such party, and this Agreemeﬁt shall become effective as of 7:00 ALM. of
the first day of the calendar month next following:

(1)  The execution or ratification of this Agreement and the Unit
Operating Agreement by Uorking Interest Owners of Tracts comprising eighty
per cent (80%) or more, on a surface acrecage basis, of the Unit Area as
shown on the original Exhibit "B" and which are qualified under the

provisions of Article VI,
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(2) Approval of this Agrcement by the Director.
and provided further, that if (1) and (2) ebove are not accomplished on

or before éu}f 1, 12068, this Agrcement shall ipso facto cxpire on said
Meizmher
date (hereinafter called "expiration date") and theveafter bo of no
further force or effect, Qn]ess prior thereto this Agreement has been
executed-or ratified by Vorking Intevest Owners of Tracts comprising eighty
per cent (80%) or more, on a surface acreage basis, of the Unit Area who
have voted to extend such expiration date for a period not to exceed six
(6) months. If said expiration date is so extended and this Unit Agreement
is not filed with the Director and the Commission for approval on or before
said extended expiration date, this agreement shall ipso Tacto expire on
said extendad expiration date and thereafter be of no further force or
effect. o
B. Unit Operator shall, Githin thirty (30) days after the effective
date of this Agreement, file for record in the Office where a counterpart
of this Agreement is recorded, a certificate to the effect that this
Agreement has become effective according to its terims and stating further
the effective date.
ARTICLE XXII
TERY

The term of this Agreement shall be for and during the time that
Unitized Substances can be produced in quantities sufficient to pay for
the cost of producing same from wells on Unitized Land and for as long

thereafter as drilling, reworking or other operations are prosecuted on

Unitized Land without cessation of wore than nincty (80) consecutive days,

end so long thereafter as Unitized Substances can be produced as aforesaid,

unless sooner terminated by Working Interest Owners, or by the Director as
provided in Article IX or Article XXIII.
ARTICLE XXIII

TEPMINATION BY WORKING INTEREST OMHERS

A. This Agreement may be terminated at any time by Working Interest
Owners owning ninety per cent (S0%) or more of the participation percentage
in the Unitized Land with the approval of the Director. Notlice of any such

termination shall be given by the Unit Operator to all parlies hereto.
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B. Upon termination of this Agreement, the Parties hereto shall
be governed by the terms and provisions of the leases and contracts
affecting the separate Tracts.

C. If not specified otherwise by the leases unitized under this
Agreement, Royalty Ownevrs hereby grant Vorking Interest Owners a period
of six (6) months after termination of this Agreement in which to salvage,
sell, distribute or otherwise dispose of the personal property and
facilities used in connection with Unit Operations.

D. Unit Operator shall, within thirty (30) days after the termina-
tion of this Agreement has been determined, pursuant to Artib1e IX or
Article XXIII hereof, file Tor record in the office or offices where a
counterpart of this Agreement is rgcorded, a certificate setting forth
the Tact of such termination and the date thereof.

ARTICLE XXV
RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION

A. The Director is hereby vested with authority to alter or modify
from time to time in his discretion the quantity and rate of production
under this‘Agreement when such quantity and rate is not fixed pursuant to
Federal or State law or order of any duly authorized regulatory body undevr
any Federal or State statute, such authority being hecreby linited to
alteration or modification in the public interest, the purpose thereof
and the public interest to bz served thereby to be stated in the ovrder of
alteration or modification; provided that such.a1teration or modification
is not in violation of any applicable Federal or State law.

B. Powers in this section vested 1n.the Director shall only be
exercised after notice to Unit Operator and opportunfty for hearing to be
held not less than fifteen (15) days from notice.

ARTICLE XXV
APPEARANCES

Unit Operator shall, after notice to other parties affccted, have
the right to appear for and on behalf of any and all interests affected
hereby bafore the Department and the Commission and to apneal from orders

issued under the regulations of the Departmont or the Commission or to
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apply for relief from any of said regulations or in eny procecdings
relative to operations before the Department or Commission or any other
legally constituted authority; provided, however, that any other interested
party shall also haye the right.at his own expense to be heard in any
such proceeding.

ARTICLE XXVI

NOTICES
~ A1l notices, demands oy statements required hereunder to be given
or rendered to the parties heretc shall be deemed fully given, if given in
writing, or personally delivered to the party or sent by postpaid certified
mail, addressed to such party at the latest address such party has furnished
Ld

to the party sending the notice, demand or statement.

ARTICLE XXVII

NO WAIVER OF CERTAIN RIGHTS

Nothing in this Agreemcnt contained shall be construed as a waiver
by any party hereto of thé rignt to assert any legal or constitutional
right or defense atho the validity or‘inva]idity of any law of the State
of New_Mex}co, or of the United States, or the rules or regulations issued
thereunder in any way affecting such party, or as a waiver by any such
party of any right beyond his or its authority to waive, proQ}ded, however,
each party hereto covenants that during the existence of this Agreement,

such party shall not resort to any action at Taw or in equity to partition

the Unitized Land or the facilities used in the development or operation

thereof and to that extent waives the benefits of all laws authorizing
such partition.
ARTICLE XXVIII

UNAVOIDABLE DELAY

A1l obligations under this Agreement requiring the Unit Operator
to commence or cenhtinue operations hereunder shall be suspendeda while, bul
only so long as Unit Operator, despite the exercise of due cave and aili-

gence, is prevented from complying with such obligaticns, in whale or in

%3}

part, by strikes, acts of God, Federal, Stete or municipal lew or agencic

b
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unavoidable accidents, uncontrollable delays in transportation, inability
o obtain necessary malerials in open market, or other matters beyond the
reasoneble control of Unit Operator, whether similar to matters herein
enumerated or not.

ARTICLE XXIX

NON-DISCRIMINATION

In connection with the performance of work under this Agreemont,
the Unit Operatof agrees to comply with all of the provisions of Section
202 (1) to (7), inclusive, of Executive Order 11246, 30 F.R. 12319, which
are hereby incorporated by reference in this Agreement.

ARTICLE XXX |
LOSS OF TITLE

A. If any Tract of Unitized Land ceases to have suffcient Vorking
Inférest or Royalty Interest committed to this Agreement to meet the
conditions of Articie VI because of failure of title to any party hereto,
such Tract shall be regarded as not committed hereto as of 7:00 A.M. on
the first day of the calendar month in which such failure of title is
finally deiermihed;.provided, hbwever,'that'no such Tract shall be so

regarded if the same can be requalified under said Article VI within

(ﬁint;\(90) days after the date on which such title failure was finally

determined. If any such Tract cannot so be requalified, Unif Operator
shall recompute the Tract Participation of each Tract of Unitized Land
remaining subject to this Agreement so that such Tract Participations
shall remain in the same ratio one to enother. Thereafter, Unit Operator
shall revise Exhibit "B" and Exhibit "C" conforimably with such recompu-
tation. Each such revisedvExhibit shall be effective at 7:60 A.M. on the
first day of the calendar month in wihich such failure of title is finally
deterinined. If title to a Vorking Intevrest fails, the rights and obliga-
tions of lWorking Interest Ouneis by reason of such failure shall be governed
by fhe Unit Operating Agreement. If title to a Royalty Interest {fails,
but the Tract to which it relates ranains counitted to this Agreement,
the Royalty Owner whose title fails shall not be entitled to participate

hereunder insofer as its participation is based on such lost Royalty
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Interest. In the event of a dispute ¢¢ to the title to any kerviding or
Royalty Interest, or other intercst subjactvhercto, paymont or delivery
onh account thercof may beiwithhcld without Tiability or intercst until
the dispute is finally settled; provided, that as to Federal lands or
leases, no payments of funds due {o the United ﬁta*es of Af’"l(u shall
be withheld, but such funds shall be deposited by the Supervisor to be held
as unearned money pending Tinal settlement of the title dispute, and then
applied as earned or returined in accordance with such final settlement.

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

C. In order to avoid title fai]ure which migﬁt incidentally
cause the title to a VWorking Interest or Interests to fail, the owners of
(1) the surface rights to land subject to this Agreement, (2) severed
mincfa]s or Royalty Interests in said land, and (3) improvements located
on said lands but not utilized for Unit Operations, shall individually
be responsible for the rendition and assessment, for ad valorem tax
purposes, of a11 such property, and for payment of such taxes, except as
otherwise provided in 1 any contract or agrcement between such owners and
a Working Interest Owner or Owners or din the Unit Operating AgreCm,nt If
any ad valorem taxes are not paid by such ovners responsible thesrefor when
due, the Unit Operator may, ot any time prior to tax sale, paf‘the samne,
redeem such propertiy, and discharge such tax liens as mey av:se through
non-payment. In the event the Unit Operator makes any such payment or
redesems any such property from tax sale, the Unit Operator shall be
reimbursed therefor by the Morking Interest Ouwners in proportion to their
respective percentages of Unit Participation; and Unit Operator shall
/ithhold from the proceeds otherwise due to said delinquent taxpayer or
taxpayers, an amount sufficient to defray the costs of such payment or
redemption, such withholdings to be distributed among the Vorking Interest
0wnefs in proportion to their respactive contributions toward such payment

or PF’EMULIOH
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ERTICLE XXX

SUSSEQUENT JOTRDER

1. After the effective date of this Agrccment, the commitment of any

2. interest in any Trect within the Unit Arca shall be upen such equitable

3. terms as may be negotiated by Vorking Interest OGunzrs and ithe owner of

4. such interest. After the effective date heveof, joindey by a Royalty

5. Owner must be consented to in writing by the Veorking Interest Ouwner commitled
6. “hereto and responsible for the payirent of any benefits that may accrue

7. hereuncer in behalf of such Royalty Interest. Joinder by any Royalty

8. Owner at any time must be accompanied or preceded by appropriate joinder

9. by the Owner of the corresponding Ho?king Interest ih order for the

10. inturest to be regarded as effectively committed. Joinder to the Unit

1. Agreement by a Working Interest Ovner at any time must be acconpanied by
12. appropriate joindsr to the Unit Operating Agrecment if the Unit Operator
13. is not the only Working Interest Owner hereunder, in order for the interest
14. to be regarded as committed to this Unit Agreement. Except as may other-
15. wise herein be provided, subsequent joinders to this Agreemznt shall be

16. effective gs of the.first day of the month following the fj]ing with'the
17. Supervisor of duly executed counterparts of all or any papers necessary

18. to establish commitment of any Tract to this Agrecment un]esshobjeétion

19. to such joinder is made within sixty (6C) days by the Dirccto%.

ARTICLE XXXII

COUNTERPARTS

20. A.  This Agreemont may be executed in any number of counterparts,
21. no one of which need§ to bz exccuted by all parties, or ﬁay be ratified or
22. consented to by separate instrument in writing specifically referring

23. hereto and shall be binding upon all those parties who have executed such
24, a counterpart, ratification or consent hereto with the same force and

25, effect as if all such partics had signed the same document and regardless
26. of whether or not it is executed by @11 cther partics owning or claining

27. an interest in the lands within the abovc~describcd Unit Area.

26, B. In the event any of the parfies hereto owns both llorking

29. Interests and Royalty Intérests, as such interests are shown on Exhibit "B",
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10.
1.
12.
13.
14.
15.

16.

17.
18.
19,
20.
21.
22.
23,

24,

26.

27.

it.shall not be necessary for such paity to execute this Agreasent in
both capacities in order to conmit both classes of interest. Execution
hercof by any such party in one cepacity shall also constitute execution
in the othér capacity.
ARTICLE XXXIII
TAXES
Each party hereto shall, for its own account, render and pay
its share of any taxes levied against or measured by the amount of value
of the Unitized Substances produced from the Unitized Land; provided,
howevey, that if it is required or if it be detevmined thal the Unit
Operator, or any of the Horking Interest Owners, must pay or advance
said tares for the account of the Earties hercto, it is hereby expressly
agrged thaf the parties so payingior advancing said taxes shall be recim-
bursed therefor by the parties herete, including Royalty Owners, who may
be responsible for the taxcs on their vespective allocated share of said
Unitized Substances. No such taxes shall be charged to the United States
nor to any lessor who has a contract with & lessce which requires his
lessce to pay such taxes.
| ARTICLE XXXIV
NO_P/RTHERSHIP ;
The duties; obligations and liabilities of the parties hereto
are intended to be several and not joint oy collective. This Agreement is
not intended to create and shall not be construsd to create, an associa-
tion or trust, or to impose a partnership duty, obligation or Tiebility
with regard to any one or more of the parties hereto. Each party hereto
shall be individually responsible for its own obligations as herein
provided.

ARTICLE XXXV

BORDER AGREFMENTS
“Unit Operator, with concurvence of Vorking Interest Cuners having
a combined Unit Participation of sixty-five per cent (65%) or move, may,
subject to approval of the Supervisor, enter into en agreement or ogroe-

ments with the Working Intercst Ovmers of adjacent lands witlh respect to

-



24,
25,
26.
27.
28.

29.

the operations designed to incrcase ultinale recovery, conserve natural

resources and to protect the partics and interest.

ARTICLE XXXVI
CORRECTIO0N OF ERRORS

It is hereby agreed by all parties to this Agfeem:nt that Unit
Opercetor is empowered to correct eny mathematica] or clerical errors which
may exist in the pertinent exhibits to this Agrecmoent; provided, however,
that correction of any ervor other than mathematical or clerical shall
be rmade by Unit Operator only as provided in Paragraph B of Article III

hereof. If any such corrections are made, Unit Operator shall file not

less than six (6) copies of the corvected pages of this Agreemant or of the
Exhibits hereto with the Superviso?. Unit Operator shall also provide
such corrected pages to the other parties hereto and shall otherwise
comply with the provisions of Paragraph B of Article III.
ARTICLE XXXVII

PERSONAL PROPERTY EXCEPTED

Each of the UWorking Interest Ow ners hereto has heretofore 1rd1v1dva11y
placed in or on wells drilled by such Working Interest Owner on its leases
or interests and in or on the land covered by said leases or interests
certain casing, casing flanges, tubing, rods, pipes, tanks, ag well as
other lease and well equipment or other perscaal property (to 211 of which
provisions hereof are applicable, whether similar or dissimilar in nature
to the foregoing enumeration). As to all of such equipment, the instslling
Working Interest Quner has thg contractual right in and under its vespec-
tive leases to remove the same from the premises, and the installz ion
theréof by saiﬂ Horking Interest Owner wes with the intention and under-
standing that all of such equipment would be and remain personal property
and that no part thereof vould be or become {fixtures to the rexlty.
The Horking Intevest Owners heareto have dealtor shell deal separately
among themselves end do hereby or shall meke a separate sgrecmant with
each other with respect to such leese and well equipment and 211 other

persenal proparty located in or on the well or theiv respective leases,

on one hand, and the realty, leaschold estates, and the wells (exclusive

]
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1. of all cquipment in ov on said wells) loceted on and the Unitized

2. Substances uncerlying the Unit Avca, on the other hand.  To that end,

3. the Horking-lntercst Oviners Eavo severed, and do heroby sever, or shall
4, sever, for all purposes of this Agrecment, all such lease and well equip-
5. ment and other such personal property which way be Tocated in or on the
6. respective leases or in or on the wells thereon from the real Tease-

7. hold estates, and the wells located en and the Unitized Substances undor-
8. lying the Unit Avea. To conform theiyr respactive investments in such

9. equipment, Morking Interest Cwners have made or shall male a scparate

10. agrecment with each other with respect thevreto.

ARTICLE XXXVIII
LIEN OF URTT. OPERATOR

1. Unit Operator shall have a Tien upon the interests of Working

12. Interest Owners in the Unit Arvea to the extent provided in the Unit Operating
13. Agreement, if the Unit Operator is not the only Working Interest Quner

14. hereunder,

ARTICLE XXXIX
CONFLICT OF SUPERVISION

.-

15. Neither the Unit Operator nor the lorking Interest Ownors, hor any
16. of them, shall be subject to any forfeiture, termination orDEXpira%ion of
17. any rights hereunder or under any leases or contracts subjecf hereto, or
18. to any penalty or 1iebility on account of delay or failure in whole or in
19. part to comply with any applicable provisions thereof, to the extent that
20. the said Unit Operator or the Vorking Interest Cvmers, or any of theam,
21. are hindered, delayed or prevgnted from complying therewith by reason of
22. failure of the Unit Operator to obtain, in the exercise of due diligence,
23. the concurvence of proper representatives of the United States in and

24, about any matlers or things concerning which it is requived herein that
25, such concurrence be obtained. The provisions of this Article shall also
26. be deemed to include wny other governmental body or egency if non-Federal
27. lands becomz comunitted to this Agrecment. 7



ARTICLE XL

NON-FEDERAL LANDS

1. If any non-Fedaral lands become committed to this Agreement under any

provision of any Article hercof, all provisions which make reference to

3. the approval by the Director and/or Supervisor shall be deemed to also

4, include the Commission and Commissioner of Public Lands of the State of

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

6. the furnishing of notices, information or data to the Director and/ofd
Supervisor shall be deemed to also include the Conmission and said

8. Commissioner.

3

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

execution.

TENNECO OIL COMPANY

/ v
/‘.—-— J{{/ :/9/

\.( : l&{er\‘“f\“w\~ | . . GE/J S, C'?I]hs, Vice Progident L
d

ATTEST:

MU Carr Assistant Secretary ress: P.0. Box 1031 6)0,
Midland, Texas 79701
Date: July 26, 1968 Attention: District

Production Superintendent

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

UNIT OPERATOR, WORKING INTEREST OWNER AND RECORD OWMNER

Date:

JOE V. CHERRY

Date:

MADELETNE M. CHERRY
Address:

“(Include 7Zip Code)
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Datc:v

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

JANES € VATOIVER T

EVELYIT . VANDIVER

Addyess:

“(Tnclude Zip Code)

F. D. McCALLCY, aTso known as
F. DORRAIRE McCALLON

Address: o o
“{IncTude Zip tode)

BARBARA™ S THONAS

Addvress:

“(Include Zip Code)

CLAUDE C. KENNEDY

T (Include Zip Code)



Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

-3

oy

CRRLURN G, S

SUSTE AR BHICIANT

Address:

(IncTude Zip Code)
M. FINELL o T
KAREN FINELL
Address: B

“(Include Zip Code)

ERVING WOLF

MOLE

Address:

(IncTude Zip Code)

~ CHORNEY

Address:

“(IncTude 7ip Code)



Date:

Date:

ALPHATIOTCHRISS —

LESTER C. HUTCHKISS

Address: _

“(Include Zip Code)



(Corporate)

t

10 STATE OF CCTORADD X

COUNTY OF DERNVER X

. 0 . 7 .
The foregoing instrument was acknowledged before me this QO@L day of

July ., 1968, by J. 8. Collina ' Vice President
of Tenneco 0il Company a Delavore corporation, on be-

half of said corporation.

A ,é%ﬁﬁééﬂgg%;’ 4??r2§§;:£&2§:;?

Notary Public in, And for

My commigsion expires Denver County, Colorado
My Commission expires June 29, 1971

(Corporate)

THE STATE OF X
COUNTY OF X ) .
The foregoing instrument was acknowledged before me this _~~ day of
,» 1967, by ‘ o ‘
of a corporation, on be-

half of said corporation.

Notary Public in and for
My commission expires County,

_ (Husbhand & Wife)
THE STATE OF X

COUNTY OF X
The foregoing instrument was acknowledged before me this day of
__+ 1967, by . and his wife,
Notary Public in .and for
My commission expires County
» (Individual)
THE STATE OF X
COUNTY OF X
The foregoing instrument was aéknowledged before me this day of
_+ 1967, by .

Notary Public in and for
County,

My commission expires




EXHIBIT "B"

N

O ©
T
=~ %
ﬁVOI

Attached to and mace a part of the Unit >@wmm5m:ﬁ for the South
Hospnah Unit Area, McKinley County, New Mexico.

, s — L
Serial No. xgaqso
Tract , Number and cxp. Date Basic Royalty ll\ nd Working Interest
0. Descrintion of Land of Acres of Lease and Percentage essee of Record - / somjdoom and Percentane
1 Section 12:
tots 1, 2, 3, 4,5 304.08 NM- 081208 U.S.A. - 12%% Tenneco 011 Company See Page 2 Tenneco 011
W/2 NoJ&, E/2 NU/4, H.B.P. (A7) of this Company 100%
Sil/& N/ (3-31-71) xhibit "B" .
w
2 Section 12: 171.82 NM-0536034 U.S.A. - 12%% Tenneco 0il1 Company See Page 2 Tenneco 011
Lots 3 and 6, H.B.P. ) (A11) 4 : of this Company 1007
NW/4& SE/4, (3-31-74) Exhibit "8"
B2 SW/4

owns
Nortn, Range 9 West,
N.M.P UM,

475.50

Total of 2 Feceral Tracts, comprising 475,90 acres or 100% of the Unit Area.

— e



EXHJEI) "p

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

Schedule of Overriding Royalties

TRACT NO. 1:

ONER | PERCENTAGE
M. Finell, whose wife is Karen Finell .750%
Erving Wolf ' 1.125%
Raymond Chorney 1.125%
3.000%

Production payment in the total amount 6f $500,000.00 to be pa1a out of production
from Tracts 1 and 2 as more particularly pr)v1o“d in that certain Ass1gnment of

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

Dave M. Thowmas, Jr., whose wife is

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

Edna Kennedy 6.250%
F. D. McCallon, also known as F. Dorraine McCallon 6.250%
Carl Uhigham, Sr., whose wife is :

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

Virginia Vhigham T 15.000%
James C. Vandiver, whose wife is ,
Evelyn J. Vandiver 12.500%
Joe ¥. Cherry, whose wife is

Madeleine M. Cherry _12.500%

100.000%

TRACT KO, 2:

TOOWHER PEPCENFAGE

Alpha L. Hotchkiss, whose husband 13 _
Lester C. Hotchkiss 2.00%

Production payment in the total amount of $500,000.00 to be paid out of production
from Tracts 1 and 2 as more part 1cu1gr1y provided in that certain Assignmaent of

Record Title to 01l and Gas Leases dated Septewber 13, 1966, effective September 1,
1966, from Joe W. Cherry, et al, Assignors, to Tenneco 091 Compeny, Assignea, re-
corded in Book 33 at Paga 56 of the Lease Records of McKinley County, New Mexico;
reference is made to that certain Assignment for all purposes heveof. Said produc-
tion payment, when due end payable, will be owned in the following proportions, to-wit:

Dave M. Thomas, Jdr., whose wife is

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

Edna Kennody 6.250%
F. D. McCallon, also known as F..Dorraine MeCallon 6.25
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Carl thigham, Sr., whose wife is

Susic Ann Whigham : 35.000%
Thomas G. Hhigham, whose wife is
Virginia Unigham 15.000%
Jamas C. Vandiver, whose wife is
Evelyn J. Vandiver 12.500%
Joe W. Cherry, whose wife is
Madeleine M. Cherry _12.500%
' : 100.000%
r



EXHIBIT "CT

TO THE UKIT AGRELMENT

SCHEDULE OF TRACT PARTICIPATION

" HOSPAH UNIT, McKINLEY COUNTY, NEW MEXICO

TRACT NUIMBER . TRACT PARTICIPATION
1 | . * 81.40%
2 o o 18.60%
. 100.00%



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

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

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

STATE OF )
2 S8
COUNTY OF )
o ?'The'forégoing instrument was acknowledged before me this
day of 1968 by

k!

My Commission Expifés:

Notary Public

STATE OF )
o : ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of 1968 by

My Commission Expires:

Notary Public




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

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

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

\44L-§ae;/7 ;l/é%;€€i<~&/b/ :
(,/2~¢éf %;)6%9 &Zo7cﬁ£¢/zw,%L/

é/Evelxp J. Vandiver

P, 0. Box 202

Farmington, New Mexico 87401_

STATE OF New Mexico )

COUNTY OF _San Juan )

" The foreg01ng instrument was acknowledged before me this
20th day of _september, 1968 by James C. Vandiver and T

Evelyn J. Vandiver, his wife.

”'l

M mm;ss%gq_Explres | ééiuébz<2)
W Lemmicsion pires Herch 4, 1972 7 Notary Public
';3 STAIE oF )
: R ¢ S8
COUNTY OF, __ )

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

My Commission Expires:

Notary Public

e e A gyt o L S ol B . £ e Wy Tl T e W E A~ wm e memn et 7 mwiee 4



day of 1968 by

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

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

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

f“f§;17{i2L24%4/ (:LZ{fZZn«,

STATE OF New MeXicq

s PN
» .
o0 :

COUNTY OF _San Juan

"The'foregoing instrument was aéknowledged before me this

_20thday of September. _ 1968 by F. D.i McCallon e
b
My Commission Expires: ' | éégkéz<32gnunamn/
A!l g:. .‘.':'.:--j-,a! i‘l‘::fﬁ‘;'s ;-: ;._,:, :&72 v : ‘ ﬂotary Public
STATE OF ) |
_ t B8 {
COUNTY OF )

The foregoing instrument was acknowledoed before me this

My Commission Expires: -
' Notary Public
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CONSENT AND RATIFICATION
. SOUTH HOSPAH UNIT AGREEMENT .
EMBRACING LANDS IN McKINLEY COUNTY, NEW MEXICO

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

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

hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the ori- -
ginal of said Unit Agreement or a counterpart thereof.

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

) c—’d}:‘»& (-7’)’,' ’\,..—o;:‘;y/-;‘“}»-—k/t:’./_‘///
’ B (\‘»L'\‘\ﬁﬁ»/ L ) fg"[‘?'\\') n.g) 2

STATE OF Dov MNagicr )
_ 3 ss
COUNTY OF Do N .. )

"Thé'foregoing instrument was acknowledged before me this
_Ac. day of . tiilae 1968 by \ o . M leno . O\

My Commission Expifés: oA ﬁ%QiYNﬁ,AEA:\ L
A S Iy N ' ) Notary Public

STATE OF N, - M. le.

v-.\)
(/)]
wm

COUNTY OF e, ™\ .

The foregoing instrument was acknowledged before me this
3¢ _day of \: 1968 by '

e Aety ey T - .'\\-Q VoY

et ap—— .

My Commission Expires: !)\ Vi S/ ‘lL\{

|- 9 129 I Notary Public
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'CONSENT AND RATIFICATION
SOUTH HOSPAH UNIT AGREEMENT
EMBRACING LANDS IN McKINLEY COUNTY, NEW MEXICO

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

‘minerals embraced in said unit area, as indicated on the schedule

attached to said Unit Agreement as Exhibit "B'", do hereby commit all
of their said interests to the South Hospah Unit Agreement, and do
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the ori- -
ginal of sald Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this 1nstrument 1s executed by the under-

STATE OF New Mexico )
’ 3 ss

COUNTY OF San Juan )

' " The foreg01ng instrument was acknowledged before me this
11thday °f September 1968 by _Claude C. Kennedy, and e T

Edna Kennedy, his wife, n /) -/ :

My Commlsi} Expires: ' gféfizx) ;j? Iy
dssfe B -

Notary Public

STATE OF )
s Ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of 1968 by :

My Commission Expires:

Notary Public




4

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

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

minerals embraced in said unit area, as indicated on the schedule

attached to said Unit Agreement as Exhibit "B'", do hereby commit all
of their said interests to the South Hospah Unit Agreement, and do
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the ori- °
ginal of said Unit Agreement or a counterpart thereof.

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

— /.

Agee Fribl

STATE OF (o /forn e
COUNTY OF Lpe Mopofoc

7,

N P
wm
/]

The foregoing instrument was acknowledged before me this
ZC'ZZL, day Of -/v ﬂ]llfﬁlﬁ( i 1968 by /7&./‘1/‘Ql F;iﬂ‘ // ﬂrL[/ Mf_ﬁﬂ //11» //

OFFICIAL SEAL
WMARY K BRORISH

~ NOTARY PUBLIC-CALI - .
Egor 1 setoncEXpLEae, s /1/ 25X

My Commission Expires June 23, 1972 ’ ﬂﬁotary Public
8386 Blackburn Ave., Los ;n‘g'el;’s ‘Eahf 90048 |
STATE OF )
. : S8s
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of 1968 by :

My Commission Expires:

Notary Public




| COUNT_Y- ,oF DENVER

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

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

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

of their said interests to the South Hospah Unit Agreement, and do
hereby consent thereto and ratify all of the terms and provisions
thereof, exactly the same as if the undersigned had executed the orl-‘
ginal of sald Unit Agreement or a counterpart thereof
/
IN WITNESS WHEREOF, this instrument is’ exncuted by the under-
signed as of the date set forth in their respecﬁ;z;&écknoi%edOments

e

Erving Wolf

pd

Joyce Wolf, spouse

STATE OF COLORADO )
: 2 ss
)

. " The foreg01ng instrument was acknoWledged before me this
13th day of September 1968 by Erving Wolf and jouce Wolf, his wife. Cem

b

) o ) 3 o Feg
"My Commission Explres ‘ /2%%494//éga(lééi&aﬂgg¢47
5/19/71 . / Notary Public
STATE OF ) |
A : ss
COUNTY OF )

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

My Commission Expires:

Notary Public

pu TR s et 3 B e e 5 105 a3 e a0 BT Bt oo Ce e e St e = e e eem



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

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

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

STATE OF California )' i>,"< ).A'k T “ f'"'i:
% ss L
COUNTY OF Fresno )

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

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

My Commission Expires: /CZ;EZZQé? AAZZﬂ(&q,//”
6;V

2/18/72 ' 7 Notary Publlgf
STATE OF )
: ss
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of 1968 by

My Commission Expires:

Notary Public
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OlL & GAS CORP.

May 30, 1989

United States Department of the Interior
Bureau of Land Management

435 Montano NE

Albuquerque, NM 87107

Re: Plan of Development for 1990
South Hospah Unit
Upper Hospah Unit
McKinley County, New Mexico

Gentlemen:

In compliance with federal regulations, Citation Oil & Gas Corp., as operator of the
subject unit, submits in triplicate for your information and approval, its plan of
development for the calendar year. Also included is a review of operations and

performance for the unit.

The following tabulation reflects current and cumulative production data:

December 1990 Total 1990 12/31/89
Volume Volume Cum.Vol.
Oil Production (Bbls) 1,589 21,209 3,124,097
Gas Production (MCF) TSTM TSTM TSIM
Water Production (Bbls) 98,140 1,350,716 26,865,984
Water Injection (Bbls) 64,832 1,105,665 32,724,807
No. Wells No. Wells
Well Status 01/01/89 01/01/90
Oil Producing 14 14
Gas Producing 0 0
Water Injection 8 8

8223 Willow Place South ® Suite 260 ® Houston, Texas 77070-5623 e 713/469-9664 ¢ Fax 713/469-3667



U. S. Department of the Interior - B. L. M. Page 2
May 30, 1990

Shut-In 9 9
Plugged & Abandoned 0 0
TOTAL: 31 31

Review of Operations in 1989

There was no significant activity in 1989. We attempted to maintain as high a production
level as possible.

Planned Development of 1990

There are currently no plans to drill additional wells in this unit. The unit is a mature
waterflood and will continue to decline in oil production. Citation intends to produce
as many wells as is economically feasible during the year. The economics of maintaining
the producing and injection wells is highly sensitive to oil prices and operating expenses.
These factors will be continuously monitored and used to determine which wells have to
be shut in, if any.

If you have any questions or need additional information, please do not hesitate to call.

yisya

Stephen L. Robinson
Area Production Manager

SLR/wb

XC: Unit File
Jerry M. Crews
Tommy Deiss
Kevin Kane

1ltrslr
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BUREAU OF LAND MANAGEMENT —————————
FARMINGTON RESOURCE AREA —- -.

1235 LAPLATA HIGHWAY

FARMINGTON, NEW MEXICO 8740] IN REPLY REFER TO:

South Hospah Unit (POD)
3180 (019)

Citation 0il apd Cas Corpcration
16800 Greenspoint Park Drive
South Atrium, Suite 300

Houston, TX T77060-2304

AUG. 2 11990

Gentlemen:

One approved copy of your 1990 Plan of Development for the South Hospah unit
area, McKinley County, New Mexico is enclosed. Such plan, proposing no plans

to drill additional wells, was approved on this date.

The possibility of drainage by wells outside of the unit boundary may exist.

You will be contacted at a later date about this possibility.

If you have any questions, please contact Kenny Howell, Petroleum Engineer, at

the above address or telephone (505) 327-5344.

Sincerely,

/4;;é£hn L. Keller, Chiel
Branch of Minersal Resources

Fnclosure

cot Wew Mexice 011 Conservation Division, 310 0ld Santa Fe Trail, Room 206,
Santa Fe, NM 87503
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W HEHAIES Commissioner of Riblic L ands rg.sonie

SANTA FE, NEW MEXICO 87504-1148

October 2, 1990

Mr. Robert W. Hogan, Sr. Reservoir Engineer
American Exploration Company

2100 Republic Bank Center

700 Louisiana

Houston, TX 77002-2725

Re: Hospah Sand Unit
McKinley County, New Mexico
1990 Plan of Development

Dear Mr. Standard

The Commissioner of Public Lands this date approved the 1990 Plan
of Development for the Hospah Sand Unit. Our approval is subject
to like approval by all other appropriate agencies.

The possibility of drainage by wells outside of the Unit Area and
the need for further development may exist. You will be
contacted at a later date regarding these possibilities.

If we may be of further help, please do not hesitate to contact
Clyde Langdale at (505) 827-5791.

Sincerely,
W. R. HUMPHRIES

. / ,\\\
pys vy VA cer

Floyd O. Prando, Director
0il, Gas & Minerals Division

cc: OCD
Unit Corresp.
Unit POD
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South Central kegion

P. 0. Box 26124
Albugquerque, iew Mexico (7125

1 3 AUG 1380

Tenneco 0il Company
Attn: J. M. Lacey
Penthouse
720 South Colorado 2lvd.
Lenver, Colorado 30222
sentlemen:
One approved copy of your 1980 plan of development for
the South Hospah unit area, “icKinley County, dew Hexico,
is enclosed. Such plan, pruposing a pilot in situ
combustion project in the Lower Hospah reservoir, an
air injectivity test in the Upper ilospah reservoir, and
to continue waterflood operations, was approvad on this
date subject to lika approval by the appropriate officials
of the State of lew Mexico.
Sincersly yours,
(ORIG. SGD.)-GENE F. DANIEL
for Floyd L. Stelzaer
actiag Deputy Conservation
Hanayer
0il and Gas
“nclosure
cc:

NMOCD, Santa Fe*™ o~
DS, Farmington (w/enclosure) ”_j‘ ECEIVE D —

||| AUB1isa0 ;J

T T——— e re——

GIL CONS.RVYATION DIVISION
SANTA TR



United States Department of the /h) el I VI D -

GEOLOGICAL SURVEY | Vi hAn; e f[ﬁ
P. 0. Box 26124 R 5
Albuquerque, Hew Mexico B7EMECCMe & 4y o™
ann N DP/ISION
bANEAF- '
NAR .72 icrg
Tenneco 011 Company /)Lb-

Attention: Mr, D. D, Myers
720 South Colorado Bivd.
Denver, Colorado 80222

Gentlemen:

One approved copy of your 1979 plan of development for the South
Hospah unit area, McKinley County, MNew Mexico, is enclosed. Such
plan, proposing to continue the present operation of waterflooding
was approved on this date subject to 1ike approval by the appropriate
officlials of the State of New Mexico.

It is requested that you provide this office with a copy of
waterflood injection and production data in graphical form at

your earliest convenience and include an updated copy of such

graph with all subsequent plans of development.

Sincerely yours,

(m{ls uuU ) i !KEJ . QU!F’EI\..AN@

011 and Gas Supervisor, SRMA

Enclosure

cc: L
NMOCD, Santa Fe (1tr. only) < = Cony for
Com. Pub. Lands, Santa Fe (1tr. only)
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South Hospah Unit (P0OD)
21530 (1Y)

Citation Oil and Gas Corporation
16800 Greenspoint Park Drive
South Atrium, Suite 300

Houston, TX 77060-2304

Gentlemans
One approved copy of your 1989 Plan of Develepmeat fcr the South Hospah Tnit
area, “cXinley County, New Mexico is enclesed. Such plan, proposiag no nlans

to drilil additional wells was approved on this date,

The pousibility of drainage by wells outside of the unit boundary may axlsr,
You will be comtacted at a later dute about this posslvility.

f yuu have any questions, please coatact Gail Xeller at the above addrvess or
alephone (505) 327-5344.

Joan Xeller
Chief, Branca of HMinerals

Buclosure

ce: New Hexico 01l Consaxvasdon Ddvision, State lLand 0fflice Building,
P. 0. Bax 2088, Ssmts Fe, N¥ 87304



Citatiou Uil & Gas Corp.
ATTd:s Richard A. Porter
16800 Jreenspolnt Park Lrive,
South ftrium, Suite 300
Houston, TX 77060-2304

Lentiamang

An approved copy of your 1988 Plan of Develiopuent
area, icfialey Jounty, Mew Hexico is enciosed. Su
monitor the wate“fiooﬁ to detevmine wWhat yuturs

a ired was
sporeved va this <date subject to lika approval by he aupropriate officials of

the State ol Hew leaxico.

Stavting with tie L¥8% Plan of Developneai, pleuse provide the follovlag
informatlon in your aunuval FPlan of Deve

i, A summary of cperations for rhe pasb yearv o houd include
up~to~date maps shoving the latcesr geologle Luterpretations, 31}
wells and participating ares boundaries. Q;ouLu there e no chasnyos
from one year to ancther, reference may he made to the nost racent

wan submitted.

e
o
L]

Z« A list showing the statug of sll we

H v

3. Performance curves covering the proi cL ve 1iF
a participating area, inelucing inject

& of each horvizea unler
cCUTVOS.

r
,.a
f‘Y

4. Your plans for development within the unit ares for fhe aedt yodr.

3. VYertineut <ata as to the eficerivenzss of the eunbanced recovoers
project (if applicable). Thiz iniorastion siould inclwle Juts on
current and cunulative water irnjection rates, curvent and cumulative
water, gas, and oil prodeectior am’ cuvrent valer-oll ratios. A short

discusslon as to the general projress of the [lecd and any

significant changes in any phase of tle project shouid slse be
included,

Air plans of developuent are teo be filed in tripticate.



The possibility might exist of drainage by wells outside of the unit
boundary. You will be contacted at a later date about tbis pessibility.

If vyou bave any questions, please coutact Rohert Hent st the above address or
telephone (505) 76i-4303.

f 4

Sincevely,
{Orig. Signed) - Sid Vogelpahl

Agsistant District Hanager
{fineral Resources

Encliosure
Jcc:
NMOCD, Santa Fe

NM-0185
015:BKent :ag:4/27/88:4121M
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OIL CONSERVATIGH Division Ry
SANTA FE

Tenpeco Oil Zxpiloratiun aed Froductios
AT ILLF, Hufft

.o, bog 3249

Foglevoed, U0 80155

Coenl lengoe:

an approved copy of yeur (UAT Plaw of Urvelopment for the Sosts Bospat Lnit
ares, dcKinley County, Hew Mexico is cuciosed. Spel plan, propesing ne

1967 duc 1o euvient meruet cowsitioms, fx
ke snpraval by the approp:iate nfficials of

afdit:ione development der
approvesd tnis date mubject
Liew State of New :lsticu.

B anRve RATroes or .

s ]
&
b
s
-
re
e
1
o
e
[ad
3
o~
[
ey

if 7ov neve any questicos, plesse conract
teiephone (505 TEi-6507,

MEYmAT

Ausietant Listrict MNaupegey
nireral Resourcey

f&‘—ﬁif
NMOCDH, Santa Fe
voma, of Pub. Lands, Santa Fe .
O15:RZent :klm:7-5-87:3267M



United States Department of the Interior

GEOLOGICAL SURVEY
South Central Region

P. 0. Box 26124
Albuquerque, New Mexico 87125

T’“r' i J"il N
' (RSN \ i
5.JUN 1981 | Ntk
Tenneco 0l Company ,>CDQ7 %_Luw ATION DSt

Attention: J. M. Lacey SANTA FE
P. 0. Box 3249
Englewood, Colorado 80155

Gentlemen:

An approved copy of your 1981 plan of development for the South
Hospah unit area, McKinley County, New Mexico is enclosed. Such
plan, proposing to continue to optimize present waterflood operations
and normal artificial 1ift maintenance, was approved on this date
subject to like approval by the appropriate officials of the State

of New Mexico.

Sincerely yours,

(ORIG. SGN) JAMFS W. SHELTON

FOR Gene F. Daniel
Deputy Conservation Manager
0il and Gas

Enclosure

cc:
NMOCD, Santa Fe
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ffqreau of Land Managemerd : South Hospah
AIBUGLE gL Doyl i Unit POD

R : s Csirel O'{lzfea

M, . S 3180 (015)

w1

e

ST

A

U, NAA 87187 4770
’ mar 2 5 1986

Tenneco 0il -~ n
ATTN: H.F, Rufft Oi-bv 0
P.0. Box 3249

Englewood, CO 80155

Gentlemen:

One approved copy of your 1986 Plan of Development for the South Hospah Unit
area, McKinley County, New Mexico Is enclosed. Such plan, proposing the
continuation of the waterflcod operation and the evaluation of the
possiblity of expanding the waterflood system, is approved this date subject
to like approval by the appropriate officials of the State of New Mexico.

If you have any questions, please contact Gail Keller at the above address
or telephone (505) 766-2841.

Sincerely,

(Orig. Signed)- GARY A. STEPHENS
For District Manager

Enclosure(s)

‘/CC:

NMOCD, Santa Fe
Micrographics 943B-1
Fluids Section FPRAR
0&G Chron

015:6Keller:klm:3-20-86:1658N



RECEIVED
APR 71978

Ol Conservation Commission

PHIL R. LUCERO P. O. BOX 148
COMMISSIONER &?ﬂl 5’ 1978 SANTA FE, NEW MEXICO 87501

Benson-Momtin-Greer Drillimg Corxp. e
211 Petroleva Center Building . B /
Farsington, New Maxico 57401 L

Re: ke Plata Mencos Umit,
S Jusa County:
1978 PLAN OF DEVELOFMENT

ATTENTION: Mx. dlbext R. Gyaex
Gentlemen:

The Commissiomer of Public lands Las this dete approved your
1978 Plan of Development for the La Plaka Mencos Unit, Sen Juan County,
Kow Mexieco. Sush plan propsses the drilling of cne well in the N/2
of Section 19, Towship 32 Nerth, Zange 13 West, N.M.P.WM., resumption of
ghs iunjection, and comverviem of unit well Me. C~6 in the NE/AWN/4, of
Saction ‘. m b } § *m’ m‘ 13 West, l.ﬂ.’.ﬁ., €O gas iﬂj‘ﬁtim-

Enclosed is oue approved copy for your files.
Please remit & Yhree ($3.00) Dollar filing fee.
Vaxy truly yours,

PRIL R. LUCERD
COMMISSIONER OF PUBLIC LANDS

| 1 43
RAY D. GRAHAM, Diractor
i1 and Gas Division
PRL/EDG/s
encls.
cet OCC-Sants Yo, Wew Maxice)”
UsCi-Rosvall, New Mexice
PGS -Albuguerque, Wew Maxico



[N REPLY REFER TO:

UNITED STATES
DEPARTMENT OF THE INTERIOR

GEOLOGICAL SURVEY ' X }\f\
Drawer 1837 ,
Rossell, New Mexice 88201

October 29, 1968

Teznaco OL1 Coupeny HATN Urbion oo
Suite 1200, Limceln Tower Building
Denver, mmz

Attention: Wr. €, ¥. Namse
Gentleoen:

Your imitial plss of opsrstion covering secondsry recovery operstions
for the Sowth Nespak wnit, NcKinley Cowmty, New Mexico, hss been
approved om this date.

One approved copy of the plan is enclosed.

Sincerely yours,

!
"# B 3L M8 31

(@15, S62) iTHN A, ANDLISON

JOHN A. ARDERSON
Regional ©11 and Gas Supervisor

ccs

Washington (w/cy plam)
Farmington (W/cy plem) /
NMOCC, Samta Fe (ltr. only) .



IN REPLY REFER TO:

- / -

—

UNITED STATES
DEPARTMENT OF THE INT
GEOLOGICAL SURVEY

5 Ane 1s

-5 -

IOR

10 Ju 3

Roswell, Hew Mexice 5201

July 28, 1970

Tenneco 911 Company
Suite 1200

Lincoln Tepwr Butldiag
Denvey, Coloonde $0203

Attentiom: Mg. €. W. Haoce
Gentlamen:

On July 28, 1970, yeur application for empesnsion of the South Hespah
unit sxes, Mekinley County, Waw Memice, W9, 14-08-0001-11561 was
spproved. Agpwewsl of tin expansisn, effsctive as of July 1, 1970,
increnses the wait szea fram 475.90 acres te 595.90 acres.

Oce approwsd sepy of the agplication is enclosed. Yeu axe requested
to furnish the New Maxice 841 Conservatism Commiselion sad aother
{otervested priscipsls with appropriate gvidence of this approwal.

Sincerely youre,

(ORIG. SGD)) CARL C. TRAYWICK

CARL €. TRAYWICK
Acting 0Ll and Gas Superviser
cc:
Washington
BLM, Santa Pe
Farmington /
NMOCC, Banta Te
Accounts
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Drawer 1857
Roswell, Wew Hexieo 38201

February 27, 1970

Tenpeco {051 Company
Suite 1200, Limceln Tower Bldy.
Denver, Colerado 84203

Attention: Hr. Cu ¥W. Hance

Gentlenen:

Your plan of development for 1970, dated February 4, 19746, for
the South Hospah unlt area, McKinley County, Hew Mexico, has
been approved on this date., Under the plan, Hospah well YNo, 3
will be converted to watar injection, the unit area will be
expanded to include Whighaw well ¥o. 1 in sec, 11, T. 17 .,

Re 8 W., #nd Howpah well Bo., 37Z in sec, 12, T. 17 ¥., ¥, § ¥,,
and a leage line agreement will be negotiated te cooperatively
uaterflood alemg the east and nerth wnit boundaries. Three

producing wells and four lease line water isjection wells
will be drilled.

dne approved eopy of the plan is enclosed,

Sincerely yours,

(ORIG. SGD.) CARL C. TRAYWICK

CaARL Ca TRAYVICK
Asting 011 and Gas Supervisor
cee
Washington (w/cy plan)
Farmington (w/cy plam) '
NMOCC, Santa Fe (ltre only) o




817 17

Prawer 1857 )\ i /
Roswell, New Mexico 88201 <

Septenber 16, 1969

Tenneco 81 Coupeny
Suite 1206, Limeolm Towsr Building
Denver, Colorado $0203

Attsatiom: Mr. C. W. Nemce
Centlenen:

Your supplamsntsl pismm of dewelopmeat for 1969, deted August 7. 1969,
for the Sowth Moapeh wmit syem, McKimley Coumty, Hew Mexico, has
been spproved ou this dste. Under the plam, well No. 8 wili be
recompleted as & wnit wsll, walls Wos. 24 amd 25 will be recompleted
as soownit wells, sad thres additions]l wnit welle. Nos. 29, 30, and
31, will be drilled.

One approved copy of the plem is enclowed.
Sincerely youwrs.

(ORIG. SGD.) JOHN A ANDERSON

JORN A. AWBERSCN
Begionsl 01l and Ges Supervisor

cce

Washington (w/cy plam)
Faruington (w/cy plam)
MMOCC, Santa Pe (ltr. only)
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SOUTH HOSPAH UNIT AREA — NEW MEXICO
(Ail Federal Land) é
No. 14-08-000I-11561° o

Approved Oct. 29,1968 -Effective Nov. |,1968 — 475.90 Acres
0
T.I7N. RROW, N.M.PM.
(Exhibit "C" Governs Tract Participation)

CCO Beite D

T her & ARD M2

Unit Area Boundary

JULY 1969



GOVERNOR
DAVID F. CARGO
CHAIRMAN

State of Neto Mexico
®il Qonservation Qommission

A b '°R?.R| J.a
SECRETARY - DIRECTOR

LAND COMMISSIONER
GUYTON B, HAYS
MEMBER

P, O. BOX 2008
SANTA FE

October 2, 1968

Mr. Booker Kelly Re: Case No. 3867
White, Gilbert, Koch & Kelly Order No. p_3513
Attorneys at Law Applicant:

Post Office Box 787

Santa Fe, New Mexico Tenneco 0Oil Company
Dear Sir:

Enclosed herewith are two copies of the above-referenced Com-
mission order recently entered in the subject case.

Very truly yours,

D G

A. L. PORTER, Jr.
Secretary-Director

ALP/ir
Carbon copy of drder also sent tos

Hobbs OCC X

Artesia OCC

Agtec OCC___ X

Other Unit Division - State Land Office
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SLIER & am g 57

February 26, 1991

U.S. Department of the Interior
Bureau of Land Management

435 Montano NE

Albuquerque, NM 87107

Re: Plan of Development 1991
South Hospah Unit
Upper Hospah Unit
McKinley County, New Mexico

Gentlemen:

In compliance with federal regulations, Citation 0il & Gas Corp.,
as operator of the subject units, submits in triplicate for your
information and approval, its plan of development for the calendar
year. Also included is a review of operations and performance for
the units.

The following tabulation reflects current and cumulative production
data:

12/90 Total 1990 12/31/90

Volume Volume Cum Vol.

0il Production (Bbls) 963 14,002 3,138,099

Gas Production (Mcf) TSTM TSTM TSTM

Wtr Production (Bbls) 54,925 1,013,978 27,879,962

Wtr Injection (Bbls) 44,818 907,880 33,632,687
No. Wells No. Wells
Well Status 01/01/90 01/01/91
0il Producing 14 14
Gas Producing 0 0
Water Injection 8 8
Shut-In 9 9
Plugged & Abandoned ] 0
Total 31 31

8223 Willow Place South ® Suite 250 ¢ Houston, Texas 77070-5623 ¢ 713/469-9664 ¢ Fax 713/469-9667



Bureau of Land Management
Page 2

Review of Operations in 1990

There was no significant activity in 1990. We attempted to
maintain as high a production level as possible.

Planned Development of 1991

There are currently no plans to drill additional wells in this
unit. The unit is a mature waterflood and will continue to decline
in oil production. Citation intends to produce as many wells as is
economically feasible during the year. The economics of
maintaining the producing and injection wells is highly sensitive
to o0il prices and operating expenses. These factors will be
continuously monitored and used to determine which wells have to be
shut in, if any.

If you have any questions or need additional information, please do
not hesitate to call.

Yours very truly,

CITATION OIL & GAS CORP.

Stefhen L. Robinson
Area Production Manager

SR.188/pj

cc: Jerry Crews
Kevin Kane
Pat Johnson
Unit File
NM OCC



