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‘ UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
MESA QUEEN UNIT
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the }st day of Mav

1968, by and between the parties subscribing, ratifying or consenting hereto,

and herein referred to as "parties hereto";
WITNESSETH THAT:

WHEREAS, the parties hereto are the owners of working, royalty or

other oil and gas interests in the Unit Area subject to this agreement; and

o NHEREAS, the Commissioner of Public Lands of the State of New Mexico
is authorized by law (Volume 2, Cnapter 7, Article 11, New Mexico Statutes,
1953 Annotated) to consent to and approve the deveiopment or operation of
Stafe lands under agreements made by lessees of State land jointly or
severally with other lessees where such agreements provide for the unit

operation or development of part of or all of any oil or gas pool, field

or area; and

WHEREAS, the Commissioner o7 Public Lands of the State of New Mexico
is authorized by an Act of the lLegislature (Sec. 1, Chap. 162, Laws of 1951; '
Chap. 7, Art. 11, Sec. 41, N. M. Stats. 1953 Annot.) to amend with the
. approva]lof lessee, evidenced by the 1éssee's execution of such agreement or
otherwise, any oil and gas lease embracing State lands so that the length
of the term of said lease may coincide with the term of such agreements for

" the unit operation and development of part or all of any oil or gas boo],

field or area; and

WHEREAS,the 0il Conservation Commission of the State of New Mexicoy
_ is authorized by law (Volume 9, Part 2, Chapter 65, Article 2, New Mexico

Statutes, 1953 Annotated) to approve this agreement and the conservation

provisions hereof; and




WHEREAS, the parties hereto hold sufficient interests in the Mesa
Queen Unit Area, comprised of the land hereinafter designated, to give

reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to enable
institution and consummation of secondary recovery operations, conserve
natural resources,prevent waste and secure the other benefits obtainable
through development and operation of the area subject to this agreement

under the terms, conditions and limitations herein set forth,

NOW THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their
respective interests in the Unitized Formation underlying the Unit Area,

and agrec severally among themselves as follows:

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

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

(a) "Unit Area" is defined as the land depicted on Exhibit "A"
. and described by Tracts in Exhibit "B" attachad hereto,
and said land is hereby designated and recognized as
constituting the Unit Area.

(b) "Commissioner" is defined as the Commissioner of Public
lLands of the State of New Mexico.

{c) "Commission"™ is defined as the 0il Conservation Commission
of the State of New Mexico. :

(d) “unitized Formation" is defined as that stratigraphic
* dnterval occurring betveen a point 100 feet above the
top of the Queen Sand and 100 feet below the base of
" the Queen Sand, said Queen Sand interval occurring

between 3389 feet and 3420 feet in the Tenneco 0it ‘
Company Sinclair State Well No. 2 located 660 feet from
the east 1ine and 660 feet from the north line of Section
16, Township 16 South, Range 32 East, N.M.P.M., Lea
County, New Mexico as recorded on the sonic log of said
well dated September 2, 1963.
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(e)

(f)

(g)

(h)
(i)
()

(k)

(1)

(n)

(o)

"Unitized Substances" is defined as all oil, gas, gascous
substances, sulphur contained in gas, condensate, distillate
and all associated and constituent liquid or liquefiable
hydrocarbons within or produced from the Unitized Formation.

"Working Interest" is defincd as an interest in Unitized
Substances by virtue of a lease, operating agreement or other-
wise, including a carried interest, which interest is chargeable
with and obligated to pay or bear, either in cash or out of
production or othorwise, all or a portion of the cost of dril-
ling, developing, producing and operating the Unitized Formation.
Any interest in Unitized Substances which is a Working Interest
as of the date the owner thereof executes, ratifies or consents
to this agreement shall thereafter be treated as a Working
Interest for all purposes of this agreement.

"Royalty Interest" is defined as a right to or interest in
any portion of the Unitized Substances or proceeds thereof
other than a Working Interest.

“Working Interest Owner" is defined as a party hereto who
owns a Horking Interest.

"Royalty Ouwner" is defined as a party hereto who owns a
Royalty hterest.

"Tract" is defined as each parcel of land described as
such and given a Tract number in Exhibit "B".

"Tract Participation" is defined as the percentages of
Unitized Substances allocated hereunder to a Tract during
Phase I and Phase II, as hereinafter defined. The Tract
Participation of the Tracts within the Unit Area is shown
on Exhibit "C" attached hereto.

"Unit Participation" is defined as the sum of the percentages
obtained by multiplying the Uorking Interest of & Yorking
Interest Owner in each Tract having Tract Participation by
the Tract Participation of such Tract.

"Phase 1" means the period of time beginning as of 7:00 A.M.
on the effective date hereof and continuing until the first
day of the month following such time as the cumulative
number of barrels of 0il produced, saved and removed from
the Unitized Formation underlying all Tracts described in
the original Exhibit "B" equals 786,162 barrels, as
determined from the official production reports filed with
the New Mexico Conservation Commission. If less than all
Tracts described in original Exhibit "B" qualify for
inclusion in the Unit Area under the provisions of Section .
13, Tracts Qualified For Unit Participation, said barrels
shall be reduced by a percentage equal to the total '
Phase I Tract Participation, as shown on the original
Exhibit "B" of all of the unqualified Tracts.

"Phase II" means the remainder of the term of this agreemcnt
after the end of Phase I. :

"Unit Operating Agreement" is defined as any agreement or
agreements entered into, separately or collectively, by and
between the Unit Operator and the Working Interest Owners as
provided in Section 9, Accounting Provisions and Unit
Operating Agreement, infra, and shall be styled "Unit
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Operating Agreement, Mesa Queen Unit, Lea County, New Mexico"..

(p) "Unit Manager" is defined as the person or corporation

appointed by the Unit Working Interest Owners to perform
the duties of the Unit Operator until the selection and
qualification of a successor Unit Operator as provided
for in Section 8, Successor Unit Operator, hereof.

SECTION 3. UNIT AREA: The area specified on the map attached
hereto marked Exhibit "A" is hereby designated and recognized as constituting
the Unit Area, containing 1,040 acres, more or less.

Exhibit "A", to the extent known to Unit Operator, shows the
boundaries and identity of Tracts and leases in the Unit Area. Exhibit "B"
attached hereto is a schedule showing, to the extent known tc Unit Operator,
the acreage comprising each Tract and the percentage of ownership of each
Horking Interest Owner in each Tract. However, nothing herein or in said
schedule or map shall be construed as a representation by any party hereto
as to the ownership of any interest other than such interest or interests
as are shown in said map or schedule as being owned by such party. Exhibit
“C" attached hereto is a schedule showing.the Tract Participation of each
Tract in the Unit Area during Phase I and Phase II, which Tracc Participation
has been calculated upon the basis of all tracts within the Unit Area being
committed to this agreement as of the effective date hereof.

Exhibits "A", "B", and "C" shcll be revised by Unit Operator
vinenever changes render such revisibn necessary and not less than two copies
of such revision shall be filed with the Commissioner.

SECTION 4. EXPANSION: The Unit Area may, when practicable, be
expanded to include therein any additional Tract or Tracts regarded as
reasonably necessary or advisable for the purposes of this agreement.

Such expansion shall be effected in the following manner:

(a) The ¥orking Interest Owner or Owners of a Tract or

‘Tracts desiring to bring such Tract or Tracts into the Unit

Area shall file an application therefor with Unit Operator

requesting such admission, :

(b) Unit Operator shall circulate a notice of the proposed

expansion to each Working Interest Cwner in the tract or tracts

proposed to be included in the Unit and/or affected by the proposed

expansion setting out the basis for admission, the Tract Particigation
proposed to be allocated to such Tract or Tracts, ang other pertinent

data. After negotiation {(at YWorking Interest Gwners' meeliiig
or otherwise) if Working Interest Cwners having a combined
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Phase II Unit Participation of ninety percent (90%) or more
have agreed to such Tract or Tracts being brought into the

Unit Area, then Unit Operator shall, after preliminary con-
currence by the Commnissioner and the Comaission:

(1) Prepare a notice of proposed expansion describing
the contemplated changes in the boundaries of the Unit
Area, the reason therefor, the basis for admission of
the additional Tract or Tracts, the Tract Participation
to be allocated thereto, and the proposed effective date
thereof; and - -

(2) Furnish copies of said notice to the Commissioner
and the Commission, each Working Interest Owner and to
the lessec and lessor whose interests are proposed to

be committed, advising such parties that thirty (30)
days will be allowed for submmission to the Unit Operater
of any objections to such proposed expansion; and

{3) Fiie, upon the expiration of said thirty-day period
as set out in Subsection (2) immediately above, with the
Commissioner and Comnission the following: (a) Evidence
of mailing copies of said notice of expansion; {(b) An
application for such expansion; {c¢) An instrument contain-
ing the appropriate joinders in compliance with the
qualification requirements of Section 13, Tracts Qualified
For Unit Participation, infra; and (d) Copies of any
objections received.

—

The expansion shall, after due consideration of all pertinent information

and upon approval by the Commissioner and Commission, become effective as of the
date prescribed in the notice thereof. Tﬁe revised Tract Participation of the
respective Tracts included within the Unit Area prior to such enlargement shall
remain in the same ratio one to another.

 There shall never be any retroactive allocalion or adjustment of

operating expenses or of interest in the Unitized Substances produced (or the

proceeds of the sale thereof) by reason of an expansion of the Unit Area;

provided, however, this limitation shall not prevent any adjustment of invest-

ment necessitated by such expansion.

: SECTION 5. UNITIZED LAND AND UNITIZED SUBSTANCES: A]] land committed
to thiS agreement as provided in Section 13, Tracts Qualified for Unit Partici-
pation, as to the Unitized Formation defined in Section 2, Definitions, shall
constitute land referred to herein as "Unitizaed Land" or "land subject to this
agreement”. A1l oil and gas in the Unitized Formation in the Unitized 'and
are unitized under the terms of this agreement and herefn are called "Unitized
Substances".

SECTION 6. UNIT OPERATOR: Tenneco 011 Company is hcreby designated
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as Unit Qperator, and by signing this instrument as Unit Operator it agrees

and consents to accept the duties and obligations of Unit Qperator for the
operation, development and production of Unitized Substances as herein provided.
KWhenever reference is made herein to the Unit Operator, such reference means the
Unit Operator acting in that capacity and not as an owner of.intefeSts 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 fnterest is owned by it.

SECTION 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Cperator

shall have the right to resign at any time, but such resignation shall not
become effective so as to release Unit Operétor from the duties and obligations
of Unit Operator and terminate Unit Operator's rights as such for a period of
six (6) months after written notice of intention to resign has been given by
Unit Operator to all Working Interest Owners and the Commissioner and Commission
unless a new Unit Operator shall have taken over and assumed the duties and
obligations of Unit Operator prior to the expiration of said period.

The Unit Operator shall, upon default or failure in the performance
of its duties and obligations hereunder, be subject to removal only by unanimous
Qote of all Working Interest Owners other than Unit Operator. Such removal
shall be effective upon notice thereof to the Commissioner.
. In all such instances of resignation or removal, untii a
successor to Unit Operator is selected and approved as hereinafter provided,
the Nérking Interest Owners shall be jointly fesponsib}e for the performance
of the duties of the Unit Opérator and shall, not later than thirty (30) days
before such resignation or removal becomes effective, appoint a Unit Manager:
to represent them in any action to be.taken hereunder. ‘

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title or intereét as the owner of a Working Interest |

or other interest in Unitized Substances, but upon the resignation or removal

of Unit fOperator becoming effective, such Unit Operator shall deliver possession

of all equipment, books and records, materials, appurtenances and any cther

assets used in conducting the Unit operations and owned by the Working Interest
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Owners (including any and all data and inforimation which it might have gained

or assembled by reason of its operation of the Unit Arca) to the new duly

qualified successor Unit Operator or to the Unit Manager if no such new Unit
Operator is elected, to be used for the purpose of conducting Unit operations
hereunder. Nothing herein shall be construed as authorizing removal of any
material, equipment or appurtenances needed for the preservation of any wells.
Nothing herein contained shall be construed to relieve or discharge any Unit
Operator who resigns or is removed hereunder from any liability or dutieé accruing
to or performable by it prior to the effective date of such resignation or removal.

SECTION &. SUCCESSOR UNIT OPERATOR: Nhénever Unit Operator shall

tender its resignation as Unit Operator or shall be removed as hereinabove
provided, the HWorking Interest Owners, voting in the manner provided in the Unit
Operating Agreement, shall select a successor Unit Operator; provided, however,
that the voting interest of the outgoing Unit Operator shall not be considered
for any purpose if such outgoing Unit Operator fails to vote or votes only to
succeed itself. Such selection of a successor Unit Operator shall not become
effective until: (a) a Unit Operator so selected shall accept in writing the
duties and responsibilities of Unit Operator, and (b) the

selection shall have been approved by the Commissioner. If no successor Unit
ted as herein provided, the Commissioner may declare this
agreement terminated.

SECTION 9. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT: Costs

. and expenses incurred by Unit Operator in conducting Unit Operations hereunder

shall be paid, apportioned among and borne by the Working Interest Ownefs in
accordance with the Unit Operating Agreement. Sucn Unit Operating Agreement
shall also provide the manner in which the Working Interest Owners shall bev
entitled to receive their respective proportionate and allocated share of the
benefits accruing hereunder in conformity with their dnder}ying operating
agreements, leases or other independent contracts and such other rights and
obligations as between Unit Operator and the Working Interest Ownars as may be
agreed upon by the Uhit Operator and the Working Interest Owners; however, no

such Unit Operating Agreement shall be deemed either to modify any of the terms
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and conditions of this Unit Agreement or to relieve the Unit Operator of any
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right or obligation established under this agreement, and in case of any
inconsistiency or conflict between this agreement and the Unit Operating
Agreement, this agreement shall prevail. One true copy of any Unit Operating

- C Agreement executed pursuant to this Section shall be filed with the Commissioner.

SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as

~

Ve ; otherwise specifically provided herein, the exclusive right, privilege and

dutiy of exercising any and all rights of the parties hereto which are necessary
or convenient for prospecting for, producing, storing, allocating and distri-
buting the Unitized Substances are hereby delegated to and shall be exercised

. : : by the Unit Operator as herein provided. Upon request therefor, acceptable

evidence of title to said rights shall be deposited with said Unit Operator,

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

privileges and obligations of Unit Operator. HNothing herein, however, shall .

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

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

. its capacity as Unit Operator, shall exercise the rights of possession and use
P f g

» . vested in the parties hereto only for the purposes herein specified.

L SECTION 11. PLAN OF OPERATIONS: It is recognized and agreed by the ]

he 1
e

- parties hereto that all of

ct

and subject to this agreement has been reasonably
proven to be productive of Unitized Substances in paying quantities or is

~ necessary for Unit operations and that the object and purpose of this agfeement

is to formulate and to put into effect a secondary recovery project in order to
effect a greater recovery of Unitized Substances, prevent waste and conserve | %
natural. resources. The parties hereto agree that the Unit Operator may, subject
tb the consent and approval of a plan of operation by the Vorking Interest Owners,
the Commission and the Commissioner, inject into the Unitizes Formation, through
any -well or well§ conpleted therein, brine, water, air, gas, oil, liquefied
petroleum gas, and any other substance or a combination of any of said substances,
whether produced from the Unitized Formation or not, and that the location of

input wells and the rates of injection therein and the rate of produbtion shall

-8 -




o
T T

be governed by standards of good geologic and petroleum engincering praétices
and conservation methods. Reasonable diligence shall be exercised by Unit
Operator in complying with the obligations of any approved plan of operation,
The parties hereto, to thc extent they have the right so to do, hereby grent
Unit Operatoir the right to use brinc or water (or both) produced from any
formation underlying the Unit Area for injection into the Unitized Formation;
provided, however, that this grant of said right shall not preclude the use of
brine or water (or both) produced from any formation other than the Unitized
Formation for wjection into formations other than the Unitized Formation. |

After commencement of secondary operations, Unit Operator shall furnish the

Commissioner and the Commission monthly injection and production reports for each
well in the Unit. The Working Interest Cwners, the Commissioner and the Commission
shall pe furnished periodic reports on the progress of the plan of operation and any

revisions or changes thereto necessary to meet changed conditions or to protect the

interests of all parties to this agreement; provided, however, that any major
revisions of the plan of operation involving a basic deviation from the initial
plan of operation shall be subject to the consent and approval of the Working
Interest Quwners, the Commissioner and the Commission.

The initial plan of operation shall be filed with the Commission and
the Commissioner concurrently with the filing of this Unit Agreement for final

approval. Reasonable diligence shall be exercised in complying with the

obligations of said pian of operation.

- Notwithstanding anything to the contrary herein contained, the Unit
Operator shall commence secondary recovery operaticns on the Unit Area within
six (6) months after the effective date of this Agreement,'or any extensfon
thereof approved by the Commi ..oner and Commission, or this Agreemeni shall
terminate automatically in which latter event the Unit Operator shall notify
all interested parties. After such operations are commenced, Unit Operator
shall carry on such operations as would a reasonably prudent operator under

the same or similar circumstances.

SECTION 12. TRACT PARTICIPATION: The percentages of Tract Participation

-9 -
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set forth in Exhibit "C" for each Tract within the Unit Areca have been calculated
and deteriined for Phase I and Phase II hereof in accordance with the following

formulas;:

Phase 1

Tract Participation
Percentage=(Equals):

100 x (times) [ .98 x Tract Recmaining Primary Reserves as of 9-1-67
L Unit Arca Rcma1n1ng Primary Reserves as of 9-1-67

+ .02 x Tract Acres ]
Total Unit Area Acres |

Phase 11

Tract Participation
Percentage=(Equals):

100 x (times) [ .98 x Tract Ultimate Primary Reserves
Unit Area Ultimate Primary Reserves

+ .02 x Tract Acres
Total Unit Area Acres ]

Such percentages of Tract Participation during Phase I and Phase II
have been calculated upon the basis of all of said Tracts within the Unit Area
being conmitted to this agreement as of the effective date hereof, and such Tract
Participations shall govern the allocation of all Unitized Substances produced

after the effective date hereof, subject, however, to any revision or revisions

of the Unit Area o txh1b1t "C" in accordance with the prov1s1ons hereof.

In the event less than all of the Tracts are committed hﬁreto as of

the effective date hereo®, Unit Operator sha]](prompt]y file with the Commissioner

Jeast two copies of revised Exhibits "B¥ and "C" setting forth

on Exhibit "C" the revised Tract Participations oppezite each of the qualified

. tracts, which shall be calculated by using the Tract factors and formula set

forth hereinabove, but applying the same only to the;Qua]ified Tracts. The

revised Exhibits "B" and "C" shall, effective as of the effective date of this

agreement, supersede the original Exhibits "B" and "C" attached hereto and shall

thereafter govern the a]]ocat1on of Unitized Substances unless d1sapproved by
the Comnissioner and Commission within 30 days after filing.

If, subsequent to the effective date of this agreement; any édditiona]
tract becomes'committed hereto ﬁnder the provisions. of Section 3, Unit Area, or
Section 28, Non-joinder and Subsequient Joinder, of any.committed tract is
excluded herefrom under the provisidns of Section 27, Loss of Title, Unit

Operator shall revise said Exhibits “B“ and "C" or the latest revision thercof to
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show the new percentage participations of the then committed tracts, which
revised exhibit shall, upon its approval by the Commissioner and Commission,
supersede, as of its effective date, the last previously effective Exhibits "B" & "C".
In any such revision of Exhibit "C" the revised percentage participations of |
the respective t.acts listed in the last previously effective Exhibit "C"
shall remain in the same ratio one to another,

SECTION 13. TRACTS QUALIFIED FOR UNIT PARTICIPATION: On and after
the effective date hercof, the Tracts within the Unit Area that shall be

entitled to participate in the production of Unitized Substences therefrom
shall be the Tracts within the Unit Area that are qualified as follows:

(2) Each Tract as to which lorking Interest Owners owning
one hundred per cent (100%) of the Working Interest therein
have become parties hereto and as to which Royalty Ouners
owning seventy-five per cent (75%) or more of the Royalty
Interest therein have become parties hereto.

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

(i) A1l #¥orking Interest Owners in any such Tract
have joined in a request for the commitment of such
Tract to this agrecment, and

(ii) Seventy-five per cent (75%) of the combined
voting interests of VWorking Interest Owners in all
Tracts meeting the requirements of Sectien 13 (a)
hereof have voted in favor of the commitment of such
Tract.

For the purposes of this Section 13 (b), a Working Interest

- Owner's "voting interest” shall be equal to the ratio {expressed
in per cent) which its aggregate Phase 1I Unit Participation
in al1l Tracts qualifying under Section 13 (a) bears to the
total Phase II Unit Participation of all Working Interest Quners
in a1l Tracts qualifying under Section 13 (a), as such Unit
Participation is determined from the Tract Participation set
out in Exhibit "C".

(¢) - Each Tract as to which Working Interest Owners owning less
than one hundred per cent (100%) of the Working Interest therein
have become parties hereto, regardliess of the percentage of
Royalty Interest therein which is committed hereto and, further,
as to which: :

(i) The Working Interest Owner operating any such
Tract and all of the other lorking Interest Quners
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N in such Tract who have become parties hereto have

‘ Joined in a request for the commitment of such Tract
to this agrecement and have executed and delivered an
indeinnity agreement indemnifying and agreeing to hold
harmless the other Working Interest Owners in the
Unit Area, their successors and assigns, against all
claims and demands which may be made by the owners
of working interests in such Tract who are not parties
- : hereto and which arise out of the conmitment of such

: Tract to this agreement, and

R s o At A A

o (i) Seventy-five per cent (75%) of the combined voting
P interests of Yorking Interest Owners in all Tracts meeting
the requirements of Section 13 (a) and 13 (b) have voted
in favor of the commitment of such Tract and acceptance

of the indemnity agreement.

For the purpose c¢f this Section 13 (c), a Working Interest Owner's
"voting interest" shall be equal to the ratio (expressed in per
cent) which itis aggregate Phase II Unit Participation in all
Tracts qualifying under Section 13 (a) and 13 (b) bears to the
total Phase II Unit Participation of all Working Interest Owners
in all Tracts qualifying under Section 13 (a) and 13 (b) as such
Unit Participation is determined from the Tract Participations
set out in Exhibit "C". Upon the commitment of such a Tract to
this agreement, the Unit Participation that would have been
attributed to the nonsubscribing owners of the Working Interest
in such Tract, had they become parties to this agreement and the
Unit Operating Agreement, shall be attributed to the Working
Interest Owners in such Tract who have become parties to such
agreements in proportion to their respective Working Interests
in the Tract.

SECTION 14. ALLOCATION OF UNITIZED SUBSTANCES: A1l Unitized

Substances produced and saved from the committed Tracts within the Unit Area

(less, save and except any part of such Unitized Substances which is used in
: Confofmity with good operating practices on the Unit Area for drilling,

operating, camp and other production, development and pressure mainténance

purposes, or which is unévoidably lost) shall be apportioned among and

allocated to the committed Tracts within the Unit Area in accordance with

the Tract Participation effective hereunder during the respective periods,

ey

either Phase I or Phase II, in which such Unitized Substances were produced,

as such Tract Participation is shown in Exhibit "C" or any revision thereof.

LT A

The amount of.Unitized Substances so allocated to~each Tract, and only that

amount (regardless of whether it be more or less than the amount of the

actual produétion of Unitized Substances from the well or we]lé, if any, on
" such Tract), shall, for all intents, uses and purposes, be deemed to have

been produced from such Tract.

-2 -
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The Unitized Substances allocated to each Tract shall be distributed
among or accounted for to the parties hereto entitled to sharc in the production
from-such Tract in the same manner, in the same proportions, and upon the same
conditions, as they would have participated and shared in the production from
such Tract, or in the proceeds thereof, had this agreement not been eﬁtered
into, and with the same legal force and effect. No Tract committed to this
Agreement and qualified for participation as heretofore provided shall be
subsequently exluded from participation hereunder on account of depletion
of Unitized Substances from such Tract,

If the Working Interest or the Royalty Interest in any Tract is,
on or after the effective date hereof, divided with respect to separate
parcels or portions of such Tract and owned severaily by different persons,
the Tract Participation assigned to such Tract shall, in the absence ¢f a
recordable instrument executed by all owners and furnished to Unit Operator
fixing the divisions of ownership, be divided among such parcels or portions in
porportiion to the number of surface acres in each.

The Unitized Substances allocated to each Tract shall be delivered
in kind to the resractive Working Interest Owners and parties entitled thereto
by virtue of the ownership of oil and gas rights therein or by purchase from
such owners. Each Working Interest Owner and the parties entitled thereto
shall have the continuing right to réceive such production in kind at a
common point within the Unit Area and to sell or dispose of the same as it
sees fit. Each such party shall have the right construct, maintain and
’Operate all necessary facilities for that purpose on the Unit Area, provided
the same are so constructed, maintained and operated as not to interfere
with operations carried on pursuant hereto or with'operations‘upon or with
regafd to formations other than the Unitized Formation conducted within the
Unit Area. Subject to Section 16, Royalty Sett]emenf, hereof, any extra
expenditure incurred by Unit Operator by reason of the delivery in kind_of
any_portion of the Unitized Substances shall be borne by the party (excepting

the State of New Mexico) receiving the same in kind.
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If any party fails to take in kind or separately disposc of its pro-
portionate share of Unitized Substances, Unit,Operatdf shall have the right, for the
time being and subject to revocation at will by the party owning the share,
to purchase for its own account or sell to others such share at not less than
the prevailing market price in the area for like production; provided that,
all contracts of saie by Unit Operator of.any other party's_share of Unitized
Substances snall be only for such reasonable periods of t{me as are consfstent
with the minimum needs of the industry under the circumstances, but in no event
shall any such contract be for a period in excess of one year. The proceeds

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

| the party entitled thereto.

Any party receiving in kind or separately disposing of all or any
part of the Unitized Substances allocated to any Tract or receiving the
proceeds therefrom shall be responsible for making payment of all royalty
to the parties entitled thereto, and shall indemnify all parties hereto,
including Unit Operator, against anyﬂ]iabi]ity for all royalties, overriding
royalties, production payments, and all other payments chargeable against or
payable out of such Unitized Substances or the proceeds therefrom. |

SECTION 15. OIL IN LEASE TANKAGE ON EFFECTIVE DATE: Unit Operator

shall make a proper and timely gauge of all lease and other tanks within the
Unit Area in order to ascertain the amount of merchantable oil above the pipe
1ine connection in such tanks as of 7:00 A.M. on the effective date hereof.
A1l such o0il1 which has then been produced legally shall be and remain the
property of the Working Interest Owner entitled theretb the same as if the
Unit had not been formed; and sucﬁ Working Interest Owner sha11.prompt1y remove
said oil from the Unit Area. Any such 0il not so removed shall be sold by
Unit Operator for the account of such Working Interest Oﬁner, subject to the
payment of all rqya]ty to Roya]t& Owners unﬁer the terms and provisions of
the Unit Agreement and any appiicable leas2 or leases and other contracts.
A1l such o0il as is in excess of the prior allowable of the well or wells

from which the same was produced shall be regarded and treated the same as
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Unitized Substances produced after the effeclive date hereof. If, as of the

effective date hereof, any Tract is overproduced with respect to the allowable
of the well or wells on that Tract and the amount of such overproducfion has
been sold or otherwise disposed of, such overproduction shall be regsrded and
included as a part of the Unitized Substances produced after the effeétive
date hereof and the amount thereof charged to such Tract as having been
delivered to the persons entitled to Unitized Substances a]!ocated.to such
Tract.

SECTION 16. ROYALTY SETTLEMERT: The State of New Mexico and all

Royalty Owners who, under existing contracts, are entif]ed to take in kind

a share of the substances produced from ény Tract unitized hereunder, shall
hereafter be entitled to take in kind their share of the Unitized Substances
allecated to such Tract, and Unit Operator shél] make deliveries of such
Royalty share taken in kind in conformity with.thé applicable contracts,

laws and regulations. Settlement for Royalty Interests not taken in kind

. shall be made by Horking Interest Owners respconsible therefor under existing

contracts, laws and regulations, on or before the last day of eéch month for
Unitized Substances produced during the preceding calendar month; provided,
however, that nothin§ herein contained shall operate to relieve the lessees
of any land from their respective lease obligations for the payment of any
Royalty due under their leases, except that such Royalty shaii be compuied
in accordance: with the terms of this Unit Agreement.

1f gas obtained from lands not subject to this agreement is
introduced into the Unitiéed Formation for use in pressure maintenance,
stimulation of production, or increasing ultimate recovery, which shall be
in conformity with a plan first approved by the Commissioner énd the Commission,
a 1ike amount of gas, Yess appropriate deductions for loss from any cause
may be withdrawn from the formation into which the gas was introduced,
royalty free as to dry gas, but not aé to the products extracted therefrom;
provided that such withdrawal shall be pursuant to such conditions and

formulae as may be prescribed or approved by the Commissioner; provided further,
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that such right of withdrawal shall terminate on the termination of this
agreement. " If liquefied petroleum gases obtained frowm lands or formations
not subject to this agreement be injected into the Unitized Formation for
the purpose of increasing ultimate recovery, which shall be in conformance
with a plan fTirst approved by the Comnissioner, part or all of such l%qqefied
petroleum gases may be withdrawn royalty free pursuant to such conditions and
formulae as may bg prescribad or approved by the Commissioner.

‘Roya1ty due on account of State tands shall be computed and paid on
the basis of a1l Unitized Substances allocated to such lands.

SECTION 17. RENTAL SEVTLEMINT: Rentals or minimum royalties due

on leases comnitted hereto shall be paid by Working Interest Owners responsible
therefor under existing contracts, ]gws and regulations, provided that nothing
herein contained shall operate to relieve the lessees of any land from their
respective lease obligations for the psyment of any rghta1 or minimum royalty
in lieu thereof due under their leases. Rental for lands of the State of

Néw Mexico subject to this agreement shall be paid at the rate specified in

the respective leases from the State of New Mexico, or may be reduced or
suspended under order of the Commissioner bursuant to applicable laws and

regulations.

"SECTION 18. CONSERVATION: Operations hereunder and production of

Unitized Substances shall be conducted to provide for the most economical and
.efficient recovery of said substances without waste, as defined by State laws
and regulations. '

SECTION 19. DRAINAGE: The Unit Operator shall take appropriate

and adequate measures to prevent drainage of Unitized Substances from unitized

‘land by wells on land not subject to this agreement, or, with consent of the'v

Commissioner and pursuant to applicable regulations, pay a fair and reasonable
compensatory royalty as determined by the Commissioner,

SECTION 20. LEASES AND CONTRACTS CONFORMED AND EXTENDED: The terms,

conditions and provisions of all leases, subleases and other contracts relating

to &ploration, drilling, development or operation for 0il or gas on lands
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conmitted Lo this agrecment are hereby expressly modificd and amended to the
extent necessary to make the same conform to the provisions hereof, but
otherwisc to remain in full force and effect, and the parties hereto hereby
consent that the Commissioner, as to State leases, shall by his approval
hereof or by the approval hercof by his duly authorized representative, does
hereby establish, alter, change or revoke the drilling, producing,rental,
minimum royalty and royalty requirements of State leases committed hereto
and the regulations in respect thereto to conform said requirements to the
provisions of this agreement. Without Timiting the generality of the fore-
going, all leases, subleases and contracts are particularly modified in

accordance with the following:

(a) The development and operation of lands subject to this
agreemant under the terms hereof shall be deemed full
performance of all obligations for development and operation
with respect to each and every part or separately owned Tract
subject to this agreement, regardless of whether there is any
development of any particular part or Tract of the Unit Area,
notwithstanding anything to the contrary in the lease, oherat-
ing agreement or other contract by and between the parties
hereﬁo, or their respective predecessors in interest, or any
of thenm.

(b) Drilling, producing or secondary recovery operations
performed hereunder upon any Tract of unitized land shall

be accepted and ceemed to be performed upon and for the
benefit of each and every Tract of unitized land, and no
lease shall be deemed to expire by reason of failure to driil
or produce wells situated on land therein embraced.

{t) Suspension of drilling or producing operations on all
unitized land pursuant to direction or consent of the
Supervisor and the Commissioner or their duly authorized
representatives, shall be deemed to constitute such suspension
pursuant to such direction or consent as to each and every
Tract of unitized land.

(d) Each lease, sublease, or contract relating to the
exploration, drilling, development or operation for oil and
~gas which by its terms might expire prior to the termination
of this agreement, is hereby exiendsd 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.

{e) Termination of this agreement shall not affect any lease
which, pursuant to the terms thereof or any applicable laws,
shall continue in force and effect thereafter. ‘

'(f) “Any lease which is made subject to this agreement shall’
continue in force beyond the term provided therein as to the

_ lands comnitted hereto as long as such lands remain subject
hereto.
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“ (g) Any lease embracing lands of the State of New Mexico
having only a portion of its fand commitied hereto, shall
be segregated as to that portion commitied and that not
commitied, and the tervms of such leasc shall apply sepavately
to such segregated portions commencing as of tKe effective
date hercof; provided, however that notwithstanding any of
the provisions of this agreecment to the contrary, such lease
shall continue in full force and effect beyond the term
provided therein as to all lands embraced in such lease if
oil or gas is, or has heretofore been, discovered in paying
quantities on some part of the lands embraced in such lease
committed to this agreement or, so long as a portion of the
Unitized Substances produced from the Unit Area is, under
the terms of this agrecment, allocated to the portion of the
lands covered by such lease commitied to this agreement, or
at any time furing the term hereof, as to any lease that is
then valid and subsisting and upon which the lessce or the
Unit Operator is then engaged in bona fide drilling, reworking,
or secondary recovery operations on any part of the lands
embraced in such lease, then the same as to all lands embraced
therein shall remain in full force and effect so long as suth
operations are diligently prosecuted, and if they result in
the production of oil or gas, said lease shall continue in
full force and effect as to all of the lands embraced therein,
so long thereafter as oil or gas in paying quantities is being
produced from any portion of said lands.

SECTION 21. COVENANTS RUN WITH LAND: The covenants herein shall

be construed to be covenants running with the land with respect to the
interests of the parties hereto and their successors in interest until this
agreement terminateé, and any grant, transfer or conveyance of interest in
land or leases subject hereto shall be and hereby is conditioned upon the

assumption of all privi]egeé and ob]igafions hereunder by the grantee,

transferee, or other successor in interest. No assignment or transfer of

any Working Interest subject hereto shall be binding upon Unit Operator
untilfthe first day of the calendar month after Uﬁit Operator is furnished
with the.originai, or acceptable photostatic or certified copy,Aof the
recorded instrument of transfer; and no assignment‘or,transfer of any -
Royalty Interest subject hereto shall be binding upon the Yorking Interest
Owner responsible therefor until the first dey of the calendar month after
said VYorking Interest Owner is furnished with the original, or acceptable

photostatic or certified copy, of the recorded instrument of transfer.

SECTION 22. EFFECTIVE DATE AND TERM: This agreement shall become

binding upon each party who executes or ratifies it as of the date of execution

or ratification by such party and shall become effective as of 7:00 A.M. of
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aéreement has been executed or ratified by Working Interest Owners having

~one (1) year {hereinafter called "extended termination date"). If said

shall terminate ipso facto on said extended term1n tion date and thereafter

.be of no further force or effect.

as Unitized Substances ~are produced as aforesaid, unless sooner terminated

the first day of the month next following:

(a) The execution or vatificction of this agreement and

the Unit Operating Agrecment by Horking Intevest Ouners
having a conbined Phase Il Unit Participation of at least
eighty-five per cent (85%), and the execution or ratification
of this agreement by Poya]»y Owners owning a combined
interest of at lesst seventy per cent (70%) of the Phase 11
Royalty Interest in said Unit Area; and

(b) The approval of this agreement by the Commissioner
and the Commission; and

(c) The filing of at least one counterpart of this agreement
for record in the office of the County Clerk of Lea County,
New Mexico, by the Unit Operator; and

(d) The filing in the office of the County Clerk of lLea

County, New Mexico, of a cert1f1cate by Unit Operator to

the effect that (a), (b) and {c) above have been accomplished,

and stating the effective date hereof
and provided, further, that if (a), {(b), (c) and (d) above are not accomplished
on or before  January 1, 1969 , this agreement shall terminate
ipso facto on said date (hereinafter’called "termination date") and

theresfter be of no further force or effect, unless prior thereto this

alcombined Phase II Unit Participation of at least sixty-five per cent
(65%) and the Working Interest Owners having a combined Phase II Unit
Participation of at least eighty per cent (80%) committed to this agreement

have decided to extend said termination date for a period not to exceed

termination date is so extended and (a), (b), (c) and (d) above are not

accomplished on or before said extended termination date this agreement

L.

the term of this agreement shall be for and during the time that
Unitized Substances are produced in paying quantities from the Unit Area
and as long thereafter as diligent drilling, reworking or other operations

(including secondary recovery operations) are prosecuted thereon without

cessation of more than ninety (90) consecutive days, and as iong thereafter
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by Working Interest OQuners in the manner hereinafter provided.

Thfs_agreement may be terminated at any time with the approval
of the Commissioner by working Interest Guners having at least ninetly per
cent (90%) Phase 11 Unit Participation, as deterinined from Exhibit "C".
Notice of such termination shall be given by Unit Operator to all parties
hereto. .

“Unit Operator shall within thirty (30) days after the termination
date of this agreement, file for record in the office where a counterpart
of this égreement is recorded, a certificate to the effect that this
agreement has terminated according to its terms and stating further the
termination date.

If not otherwise covered by the leases unitized under this
agreement, Royalty Owners hereby grant Horking 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
Qsed in connection with Unit Operations. )

SECTION 23. APPEARANCES: Unit Operator shall have the right to

appear for or on behalf of any and all interests affected hereby before the

" Commissioner and the Commission and to appeal from any order issued under

the ru]és and regulations of the Conmissioner or the Commission or to app]y
for refief trom any of said rules and regulations or in any proceeidings
relative to operations before the Commissioner or the Commission, or any
other legally constituted authority; provided, however,_that any other
interested party shall also have the right at his or its own expense to
be heard in any such proceedings. ' '

© SECTION 24. NOTICES: A1 notices, demands, objections or

statements'required hereunder to be given‘br rendered to the parties hereto

shall be deemed fully given if made in writing and personally deTivéred to

“the party or parties or sent by postpaid certifjgd'maii addressed to such

party or pafties at their resbective addresses set forth in connection

with the signatures hereto or to the ratification or consent hereof or to
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such other address as any such parly or parties may have furnished in
< i writing to the party sending the notice, demand or statement.

SECTION 25, 'NO WAIVER OF CERTAIN RIGHTS: Nothing in this

| ; agreement contained shall be construed as a waiver by any party hercto of the
| right to assert any legal or constitutional right or defense as {o the
validity or invalidity of ény law of the State wherein said unitized lands
Ei’ A é are located, or rules or regulotions issued thereunder in any way affecting
such pérty, or as & waiver by any such party of any right beyond his or its
authority to waive; provided, however, that ea;h party hereto covenants

that during the existence of this agreement such party will not resort to
any action at law or in equity to partition the Unit Area or the facilities

used in the developrent or operation hereof and to that exteni waives the

benefits of ail laws authorizing such partition.

SECTION 26. 'UNAVOIDABLE DELAY: A1l obligations under this

agreement requiring the Unit Operator to commence or continue secondary
recovery operations or to operate on or produce Unitized Substances from

any of the lands covered by this“agreement shall be suspended while, but

: i only so long as, the Unit Operator despite the exercise of due care and

| diligence is‘prevented from complying with such obligations, in whole or

in part, by strikes, acts of God, Federal, State or municipal law or agency,
unavoidable accident, uncontrollable delays in transportation, inability to
obta%n necessary materials in-open market, or other matters beyond the
reasonable control of the Unit Operator whether similar to matters herein
enumerated or not. ‘ |

SECTION 27. LOSS OF TITLE: In the event any Tract cease§ to have

sufficient Working Interest Ovmers or Royalty Owners committed to this
agreement to meet the conditions of Sectfon 13, Tracts Qualified for Unit '
Participation, because of failure of title of any party hereto, such»Tféct
shall be automatically regarded as not committed to this agreement effective
as of 7:00 AM. on the first'day of the calendar month in which the failure

of title is finally determined; provided, however,-that such Tract shall
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not be so regarded if said Tract can be requalified for admission under
Section 13 within ninety (90) days atter the date on which such title
failure was finally determined.

If any such Tract cannot be so requalified, Unit Operator shall
revise the schedule previously filed with the Commissioner setting forth
the Tracts committed hereto, and Unit Operater shall revise Exhibit “C"
to show the Trécts in the Unit Area that remain committed hereto and the
Tract Participation of each of said Tracts, which revised Tract Participa-
tion shall be calculated and determined on the basis that the Tract Partici-
pation of each of said Tracts shall remain in the same ratioc one to the
other. Copies of the revised schedule and exhibit shall be filed with
the Commissioner and same shall be effective as of 7:00 A.M. on the first
day of the calendar month in which such failure of title is finally
detérmined.

If title to a Working Interest fails, the rights and-ob1jgations
of WOfking Interest Owners by reascn of such failure shall be governed by
the Unit Operating Agreement. If title tc a Royalty Interest faiis, but
the Tract to which it relates remains committed to this agreement, the
party whose title failed shall not be entit]ed_to participate heréunder
insofar as its participation is based on such lost Royalty Intereét.
| " In the event of a diqute as to the title to any MHorking Interest
or Royalty Interest subject hereto, payment or delivery on account thereof
may be withheld without liability or interest until the dispute is finally
settied; provided, that as to State land or leases, no paymeﬁts of funds
due the State of New Mexico shall be withheld, but such'funds shall bé

deposited as directed by the Commissioner to be hé]d as unearned money

- pending final settlement of title dispute. and then app]ied 25 earned or

returned in accordance with such final settlement.
Unit Operator, as such, is relieved from any responsibility for
any defect or failure of any title hereunder. ‘

SECTION 28. NONJOINDER AND SUBSEQUERT JOINDER: As the objective
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of this Unit Agreement is to have lands in the Unit Area operated and
entitled to participation under the tervms hereof, it is agreed that,
notwithstanding anything else herein, no joinder shall be considered a
comnitment to this Unit Agrecment unless the Tract involved is qualified
under Section 13 hereof, Tracts Qu;lified for Unit Participation. Joinder
in the Unit Agreement by a Working Interest Owner, at any time, must be
accompanied by appropriate joinder to the Unit Operating Agreement in
order for the interest to be regardaed as effectively committed to this
Unit Agreement. Joindey by any owner of a Royalty Interest, at any time,
must be accompanied by appropriate joinder by the owner of the corresponding
Horking Interest in order for the interest to be regarded as committed

hereto.

Any 0i1 or gas interest in the Unitized Formation in lands within
the Unit Area not committed hereto prior to final approval of this agreement
by the Commissioner may thereafter be committed hereto upon compliance with

the applicable provisicns of Section 13, Tracts Qualified for Unit

Participation, hereof, within a period of two (2) months thereafter, on

the same basis of participation as provided for in Section 12, Tract

Partiéipation, and as set forth in Exhibit "C", by the owner or owners
thereof‘subscribing or consenting in writing to this agreement and, if
the interest is a Working Interest, by the owner of such interest subscribing
also to the Unit Cperating Agreement.

| It is understood and agreed, however, that after two (2) months»
from the effectiQe‘date hereof, the right of ;ubseqUenf joinder as provided
in this Section shall be subject to such requirements or approvals and on
such basis as may be agreed upon by Working Interest Owners having a combined
Phase II Unit Participation of not less than ninetx per cent,(90%),-provfded

that the Tract Participation of each previously committed Tract shall remain

in the same ratio one to the other. Such joinder by a Working Interest Ovner

must be evidenced by its execution or ratification of this Unit Agrecment
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and the Unit Operating Agreement. Such joinder by a Royalty Owmer must be
evidenced by its execution or ratification of this Unit Agreement and must
be consented to in writing by the Working Interest Owner responsible for
the payment of any benefits that may accrue hereunder in behalf of such
Royalty Owner. Except as may be otherwise herein provided, subsequent
Joinders shall be effective at 7:00 A.M. of the first day of the month
following the filing with the Comnissioner, of duly executed documents
necessaﬁy to establish effective commitment unless recasonable objection

to such joinder by the Commissioner is duly made within sixty (60) days.
after such filing. Notwithstanding any of the provisions fo the contrary,
all commitments of State of New Mexico land must be approved by the
Commissioner.

SECTION 29. COUNTERPARTS: This agreement may be executed in

any number of counterparts, no one of wiich needs to be executed by all
parties and miay be ratified or consented to by separate instrument in
-writing specifically referring hereto, and shall be binding upon all those
parties who have executed such a counterpart, ratification or consent
hereto with the same force and effect as if all parties had signed the
same document, and regardless of whether or not it is executed by all
other parties owning or claiming an interest in the lands within the above
described Unit Area.

- SECTION 30. JOINDER COMMITMENT: Execution as herein provided

_ by any pérty either as a Working Interest Owner or as & Royalty Owner |
shai] comnit all interests that may be owned or controlled by such party.
SECTION 31. TAXES: Each party hereto shall, for its own account,

render and pay its share of any taxes levied against.or measured by the
amount or value of the Unitized Substances broduced from the unitized

land; provided, however, that if it is required or if it be determined

that the Uﬁit‘Operatcr or the several Working Interest Owners must pay or
advance said tgxes for the account of the parties hereto, it is hereby
expressly agreed that the pérties so paying or advancing'said taxes shall

be reimbursed therefur by the partiés hereto, including Royalty Owners,

who may be responsible for the taxes on their respective allocated share

of said Unitized Substances. MNo such taxes shall be charged to the State
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of New Hexico, or to any lessor who has a contract with a lessee which
requires his lessce to pay such taxes, ,

| SECTION 32. COWFLICT GF SUPERVISION: HNeither the Unit Operator
nor the Working Interest Owners, nor any of them, shall be subject to any
forfeiture, termination or expiration of any rights hereunder or under
any leases or contracts subject heveto, or to any penalty or 1iability on
accountldf delay or failure in whole or in part to comply with any
applicable provisions thereof to the extent that the said Unit Operator
or the Working Interest Owners, or any of them, are hindered, delayed or
prevented from complying therewith by reason of fai]ﬁre of the Unit Operator
to obtain, in the exercise of due di]jgence,the concurrence of proper
representatives of the State of New Mexice in and about any matters or
things concerning Which it is requirad herein that such concurrence be

obtained.

SECTION 33. PERSONAL PROPERTY EXCEPTED: All lease and well
equipment, materials, and other facilities heretofore or hereafier placed
by any of the Working Interest Owners on the lands covered hereby sha11v
be deemed to be and shall remain personal property belonging to and may
be removed by the Working Interest Owners. The rights and interest
theréiﬁ as among Yorking Interest Owners are covered by the Unit Operating
Agreement.

SECTION 34. NO PARTNERSHIP: The duties, obligations and

]iabi]ities of the parties hereto are intended to be several and not
Jjoint or collective. This agreement is not intended to create, and shall
not be construed to create, an association or trust, or to impose a
partnership duty, obligation, or liability with regard to any one or

more of the parties h;reto. Each party hereto shall be individually
responsible for its own obligations as herein provided.

- SECTION 35. "CORRECTION OF ERRORS: It is hereby agreed by

all parties to this agreement that Unit Operator is empowered to correct

any mathematical or clerical errors which may exist in the pertinent
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exhibits to this agreement; provided, however, that correction of any

error other than mathcmatical or clerical shall be made by Unit Opcrator

~enly after first having obtained approval of Working Interest Owners

having a combined Phase IT Unit Participation of fifty per cent (50%)

or more and the Commissioner.

IN WITNESS VHEREQF, the parties hereto have caused this
agreement to be executed as of the date first above written and have

set opposite their respective names the date of execution.

TENRECD OIL COMPANY
ATTEST:

\L&@QQ«\\;V—* By

Assistant Secretary

“Vice

resiaent

Address: P. 0. Box 2410

Date: - Denver, Colorade 80201

UNIT CPERATOR AND WORKIRG INTEREST OWNER

ATTEST:
CByr e

Address

Date:

ATTEST:

. | Bys e

Addresss

Date: L




;_ ' v i
. !
;
: i i
§ R
L .
i ot | ATTEST:
3 !
;_ o Rys
_ . Addpess: =~
pate:_ s o
k]
OTHER WORKING INTEREST OWNERS ?g
. i
Date: ................................ i;:
Address: ~ ottt g
Date: . CL . e e e e e - .
Address:- %
§
' !
ROYALTY OWNERS :
.STATE OF COLORADO |
CITY AND COUNTY OF DENVER g ' ,
'j;ps foregoing 1nstrum°nt was acknowledged before me this ;1:>3L*// E
. day of ~,1968, by J. S. Collins, Vice President of 5 i
TENNECO’B? 7 , a ela\are corporatuon on behalf of said corporation. :
Notary P‘bT1c in and for the Ci
- » and County of Denver, State of
My commission expires: | Colorado mane €. Middaugh
My Commission expires July 10, 1970
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d;}u Of """ “ ----- r ]968, by ........................... R —————— ;’
T T of T S —
a —o____ Corporation, on behalf of said corporation

My com‘i‘ssion expires: ......................... e
Notary PubTic n and for
................ County ~ - -
STATE OF I
§ ss.

COUNTY OF b
‘ The foregoing instrument was acknowledged before me this
day of e s 1968, by e

My commission expires: ................................ .-
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EXHIBIT "B

'MESA QUEEN UNIT AREA, "LEA COUNTY, NEW MEXICO

Overriding Royalty

Working Interest
Owner(s) and

Lease No. - Basic Owner(s) and
Tract Description of Number of & Date of Royalty Percentage Percentage
No. Land Acres Lease percentage  Lessee of Record (See Note 1) (See Note 1)
ALL OF UNIT STATE LANDS
T-16-S, R-32-E, NMPM
1 Sec. 16: NE/4 NE/4 €.00 £-8454 12.50% Sinclair 0171 & Sinciair Qi1 & Gas 12.50% Tenneco Qi1 Company  100%
NW/4 NE/4 8-17-54 Gas Company Company .
2 Sec. 16: SW/4 NE/A 80.00 E-6485 12.50% Mobil 01l Mobil 011 Corporation 6.25% Tenneco 011 Company . 100%
NW/& NW/ 4 9-710-52 Corporation :
3 Sec. 16: SE/4 NE/4 40.00 K-959 12.50% Shell 0il None Shell Qi1 Company 100%
. 11-15-60 Company
4 Sec. 16: NE/4 NW/4 40,00 E-7744 12.50% Continental 0i1 Continental 0i1 | 10.00% Tenneco 0il Company 1100
1-19-54 Company ' Company*
. G. W. Baker 2.50%
Sa Sec. 16: SW/4 Ni/4 120.00 E-6419 12.50% Mobil 011 Mobil 011 6.25% Tenneco Qi1 Company  100%
5b Sec. 16: E/2 SW/4 8-11-52 Corporation Corporation :
ba Sec. 16: SE/4 NW/4 40.00 B-11214 12.50% Mobil 01l Mobil 01l 25.00% Tenneco 0i1 Company  100%
5-10-44 Corporation Corporation
&b Sec. 17: SE/4 SE/4 40,00 B-11214 12.50% Mobil 011 Mobil Qil** 12.50% Tenneco 0i1 Ccmpany  100%
, 5-10-44 Corporation Corporation
7a Sec. 16: NW/4 su/4 80,00 0G-6014 12,50% Shell 011 None Shell 011 Company 100%
7b Sec. 17: NW/4 SE/4 10-20-59 Company
e H.sﬂ.fl.. —— . i i e e o e e A e S L "
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Overriding Royalty Working Interest ”
Lease No. Basic Ovwner(s) and Owner(s) and LT
Tract Description of Number of & Date of Royalty Percentage Percertage .
No. Land Acres Lease ~ ‘Percentage’ Lessee of Record - (See Note'1) (See Note 1)
8a Sec. 16: SW/4 sw/4 120,00 E-8160 "12.50% Sinclair 011 &  Sinclair 0i] & Gas 12.502  Tenneco 013 Company 100%
8b Sec, 17: S/2 NE/4 5-18-54 . ‘Gas Company Compeny
S Sec. 16: NW/4 SE/4 40,00 E-8310 12.50% Humble 071 & Humble 071 & 12.,50% Morris R. Antwei] 100%
, Refining Company Refining Company _ ,
10 Sec. 17: Sw/4 160.00 K-867 12.50% Shell 071 None Shell 011 Company 100%
10-18-60 Company
n Sec. 17: NE/4 SE/4 40.00 K-1282 12.50% Shell 011 None ~Shell 011 Company 1009
3-21-61 Company
12 Sec. 17: SW/4 St/4 40.00 B-9683 12.50% Continental 011 *Continental 011 Company10.00% Tenneco 011 Company 100%
6-10-42 Company G. W. Bakepr 2.50%
13 Sec. 20: NE/4 NV/4 40.00 E-5267-2 12.50% Getty 071 None Getty 011 Company 100%
. 6-10-52 . Company-
14 Sec. 20: Nw/4 zx\a_ 40,00 E-6267-1 12.50% Getty 017 Getty 011 Company 12.50% Shell 011 Company 87-1/2%
6-10-52 Company Paul DaCleva 6.25% Stoltz and Company12-1/2%
15 Sec. 20: SW/4 Nu/4 40.00 E-4199 12.50% Gulf 011 Gulf 011 Corporation 12.50% Coastal States Gas  100%
9-11-50 Corporation (increasing to 25.00% when Prod. Co.
1,040.00 Total Acres in Unit 35,000 barrels of o] produced)
Robert F. Paddock 2,00%
(decreasing to 1.00% when
35,000 barrels of oil produced)
NOTE 1: The overriding royalty and working interest owners shown above are the owners of such interests as to the unitized formations under the lands

described. In certain instances,. such owners may not own the same interests in other formations.

*Continental has option tg convert ais 10.00% ORR to a 50% Wl if secondary recovery operations are instigated.
if secondary recovery operations are instigated,

**Mobil has option to convert tnis 12.50% ORR to a 25.00% Wl




ey — ST T T

el;
¢

ok

LN
~T

EXHIBIT "C"
ATTACHED TO UNIT AGREEMENT
MESA QUEEN UNIT
LEA COUNTY, NEW MEXICO

Schedule of Tract Participation

Tract No.

-----

Tract Participation

Phase 1 (%)

............. 0.1538 . . . . . . ..

............. 808774 . . . . o . ..
........... L0.07692 . L L ... L
............. 209169 . . . ... ..
e e 0.15385 . . . . . . . .
............ 0.77786 . . . . . . . .
I C. 321905 . . .. .. .
e e e e e 54.63263 . . . . . . . .
S .. 007692 . . ...
e e e e e e e 0.07692 . . . . . ..
e e e, 038030, ... ...

e e e e e e . L 2252072 . . ... ..
... o7 .. .. e

......... DT -7 R
e 187721 L L
...... 0.59140 . . . ... ..

100.00000

Phase 11 (%)

10.81433
6.51916
5.17489
0.07692
5.50839
5.86209
6.10614
4.83752

11.58585

3.40950 .

4.15852
7.03412
1.32055
9.91052
6.766906
1.57471
4,36335

390111
' 1.07537

100.00000




Exyir 2
B PROPOSED SUMMARY OF TESTIMONY ChSE 3789

‘k Application for Approval of Unit Agreement

Status of Sign Up (Based on Phase Il Participation)

! Working Interest Ownership Unit Participation Phase II % Status Approval
i [ Antweil 1.32
| Coastal States 1.08
Shell 40.26 verbal approval
Getty 4.36
Stoltz 0.49 approved
Teuneco 52.49 approved
. 100.00
e SUMMARY PHASE 11 %
1 written approval 52,98
e ° verbal approval 40,26
R no reply yet 6.76
100.00

Royalty Ownership

. Z of Total Approval
Type Royalty Royalty Owner % of Unit 8/8 Royalty Status
Basic State of New Mexico 12,50 64.94 Approval
_ Assumed !
ORRI - Sinclair 2.75 14.29 ‘
ORRI Mobil 3.25 16.88 . i
ORRI Continental 0.16 0.83 o -
ORRI Baker 0.04 0.21  Approved
ORRI Humble : 0.16 0.83 7
ORRI Decleva 0.24 1.25 Approved :
© ORRI Gulf 0.13 0.68 Approved f
ORRI Paddock 0,02 0.10 :
) 19.25 100.01 f |
SUMMARY 2 _of Total Royalty
Assumed Approval 64,94 i
Written Approval 2.14 :
No Reply Yet 32,93

100.01
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T AT s
Comm{ssioner o! Rzuic Lan:!s

coea ' ' c . 0. BOX 1148
Ns:ioﬁzs ' : D SAN;A gz,B:)s(u MEX1CO
L " May 4, 1968 RECEIVET |
tay ¢ 1968
Tenneco Oil Company 10C-DENVEREEGAD

P. 0. Box 2410
Denver, Colorado 80201

; : : . _ Re: Mesa Queen Unit
Lea County, New Mexico

’

ATTENTION: Mr, Millard F, Carr
‘ Division Attorney

Gentlencn:

The Commissioner of Public lLands has this date approved
as to form and content your propvosz2d Mesa Queen Unit, Lea
_ County, llew Mexice, subject to making the required corrections
2 . as marked in red on the enclosed copy of the Agreemont and
: Exhibits. P

Enclosed is your Official Receipt No. I 31050 in the
; - amount of Fifteen ($15.00) Dollars which covers the filing fee.

. : Very truly yours,

GUYTON B, HAYS
COMMISSIONER OF PUBLIC IANDS

. I BY: 5&% |
‘ o Eddie<bvpez, Supervisor

Unit Division

. GER/TB/E1/s :

encls.




